



Every time she buys 
anjdonsari, 
she gets one free. 

Her husband said, '^Here's a present for 
liaving been such a good wife all these years 
A nylon sari. 

Hard-won. Hard-wearing. Hard-working. 

Nylon —the everyday fabric for everyday people 
So easy to care for when you have 
so much else to care for. 

One sari as good as two. 

Because nylon lasts and lasts. 

Yes, nylon makes sense. 

And when it comes to nylon, 
nothing makes better sense than Nirlon. 


makes the best use of nylon 
-the people’s fabric 

Nirkai Synthelk* Fibres & Chemicals Limited.Bombay 
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December 24 

The Centre invited the ASSU agitation 
leaders to resume talks with it on the 
foreign nationals issue without setting 
any precondition. 

The US President elect, Mr Ronald 
Reagan named Mr Richard V. Allen as 
the White House national security adviser. 

^ December 25 

The Soviet Union and Afghanistan 
signed two agreements covering econo¬ 
mic and technical cooperation and 
Soviet aid in training “national per¬ 
sonnel”. 

Deposed dictator Bokassa of the Cent¬ 
ral African Republic sentenced to death 
in absentia on charges ranging fron\ 
cannibalism to the massacre of lOO chil¬ 
dren. 

India signed a two-year agreement 
I with Sweden for the export of textile pro- 
-^ucts, which will replace the existing one 
scheduled to expire on December 31, 1980. 
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U/eei 

The Government announced its accep¬ 
tance with certain modifications of the 
Palekar Tribunal's recommendations on 
wage revision for journalists and non¬ 
journalists of newspapers and news ag¬ 
encies. 

December 26 

President Sadal of Egypt pledged to 
send more arms to Afghan guerillas. 

The coking unit of the Gauhati re¬ 
finery resumed production after a lapse 
of 52 days. 

Iraqi President »Saddam Hussain has 
declared he will hold to all war-conquer¬ 
ed territory in Iran as “Iraq’s military 
border with Iran.’* 

December 27 

A section of agitating policemen of 
Bihar defied Government orders not to 
attend the crucial session of the Bihar 
Policemen’s Association. 

Scores of Afghan demonstrators broke 
into the Soviet Embassy compound in 


Iran and one person was shot and I 
wounded. ] 

December 28 

The widow of Chairman Mao dared { 
China’s highest court to sentence her to | 
death. i 

December 29 

Pakistan's Foreign Minister, Mr Agha 
Shahi, rejected an appeal by the Afghan 
leader, Mr Babrak Karmal, for trilater¬ 
al negotiations among Afghanistan, 
Pakistan and Iran over the Afghan 
issue. 

The rupee devalued by 0.87 per cent 
following revision by the Reserve Bank. 
The buying and selling rates are so 
fixed as to give a middle rate of Rs 15.85 
per pound against the earlier rate of 
Rs 18.70. 

December 30 

Libya, Indonesia and Venezuela are 
raising crude prices from New Year’s 
day. 

The three-day first national conven¬ 
tion of the Bharatiya Janata Party (BJP) 
ended after adopting a strategy based 
on organisational struggle and construc¬ 
tive activity to spread the party’s new 
message of Gandhian Socialism in the 
country. 

December 31 

One of the world's largest sponge iron 
plants inaugurated at Kothagudam in 
Andhra Pradesh by Vice President, Mr 
Hidayatullah. 

Five persons, Including a policeman, 
were killed and 14 injured in violent in¬ 
cidents in Tamil Nadu during the 
State-wide one-day bandh called by the 
Tamil Nadu Agriculturists Association. 

Chairman of the Backward Classes 
Commission, Mr B.P. Mandal, presented 
his commission’s report to the Union 
Home Minister Zail Singh 

The resignation of Haryana Finance 
Minister Balwant Rai Taya] was accept¬ 
ed by the State Governor on the advice 
of the Chief Minister Bhajan Lai. 

The Government has issued formal 
orders for giving “free trade zone faci¬ 
lities" to 100 per cent export-oriented 
units set up in any part of the country. 

The limit of vegetable oils use in the 
manufacture of vegetable oil products 
has been reduced to 70 per cent from 
the present 95 per cent. 
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Economic Outlook 


It is a matter of some gratification that after the traumatic 
experience of about 18 months ending July, the economic out¬ 
look has tended to brighten up. With the wholesale prices 
index for the week ending December 13 registering a decline of 
about two points from the level of the terminal week of July, 
the inflationary tendencies have moderated significantly. 
Though still in double digits—around 12.2 per cent—the ave¬ 
rage rate of inflation this year has been just about half of last 
year's rale (23.4 per cent). 

Agriculfural output has practically regained the ground lost 
due to last year's serious drought. This year’s kharif grains 
production is tentatively put at 79.5 million tonnes —1.4 million 
tonnes more than the 1978-79 harvest and 16.4 million tonnes 
higher than the latest estimate t)f last year’s output. The pro¬ 
duction of rice, estimated at 52.2 million tonnes, will be a new 
record. The preliminary estimates of the outputs of sugarcane, 
cotton and jute (including mesta) at 152.2 million tonnes, 79.6 
lakh bales and 83 lakh bales suggest that they will be around 
the 1978-79 levels of 151.7 million tonnes, 80 lakh bales and 
83 lakh bales, registering significant improvements over the 
1979 latest estimates of 128 million tonnes, 77 lakh bales and 
80 lakh bales. Only the groundnut crop is estimated to be 
lower this year—around 4.6 million tonnes, as against 4.7 
million tonnes last year and 5.2 million tonnes in 1978. Kharif 
pulses, however, have done belter: their output this year is 
estimated at 4.1 million tonnes, as against 3.3 million tonnes 
last year and 3.9 million tonnes in 1978. The recent wide¬ 
spread rains in ail the important producing areas have 
brightened the outlook of rabi crops. The total foodgrains 
production during the 1980-81 agricultural year, thus, should 
equal, if not exceed marginally, Uie 1978-79 output of 131.37 
million tonnes—the peak achieved so far. It will be ap¬ 


proximately 22.8 million tonnes more than last year. Even 
if allowance is made for depressing the last year's estimate 
for political or other reasons—some doubts have arisen in-^ 
this regard—the current year undoubtedly has been good for ' 
agriculture, firmly establishing the fact that the five-year cycle 
in Indian farming is a phenomenon of the past and any 
setback to production in a year of serious drought can be mao^ 
up in the very next year if the rainfall is Just normal. 

Industrial output this year is estimated to grow by four per 
cent. Though still significantly lower than the 7.6 per cent 
growth recorded in 1978-79 and just approximately half of what 
was projected for the year, this year’s increase compares with a 
decline of 1.4 per cent during the last year. The wholesome 
increases in power generation and coal raisings in the last three 
months, following a steady improvement since July, holds pro¬ 
mise that both these sectors will yield 10 pec cent growth ove^r 
the year as against just two per cent and 0.9 per cent last year.^i 

The most heartening increase in industrial production this 
year has been in the capital goods structure—a rise of 12.8 per 
cent during the April-Septcmbcr period over the corresponding 
period last year. There are, of course, some dark spots on the 
industrial canvass: the outputs of such important materials as 
saleable steel and nitrogenous fertilizers, for instance, have been 
trailing behind the last year’s production. The outputs of 
industrial intermediates and consumer goods also have picked 
up only slowly—the former by 2.8 per cent and the latter by 3.4 
per cent during the April-September period in comparison with 
the corresponding period last year. The production of crude 
oil too has been lower, necessitating larger imports. But thei^. 
has been a significant overall improvement since September 
with the industrial production index going up by three per cent 
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in that iMjnih/4*9^^^ in Oi^oberand seven per cent in 

November. 

The improvement in infrastructure, similarly, has not been 
' uniform. Mr Kamlapati Tripathi had to pay the price for the 
lackadaisical performance of railways, although several factors 
contributing to it admittedly were beyond the control of his 
Ministry. Though the working of railways is claimed to have 
improved during the past two months and the new Railway 
Minister, Mr Kcdar Pandey, has expressed the hope that his 
charge will not go into the red this year, the situation continues 
to be unsatisfactory. The communication system too leaves 
much to be desired. 

The other serious cause of anxiety is the deteriorating 
balance of payments position. Although invisible foreign ex¬ 
change receipts from non'Indian residents, shipping, civil avia¬ 
tion, cunsultancy services, tourism and external aid have conti¬ 
nued to show buoyancy—Rs 2,925.53 crorcs in the April- 
October period as against Rs 1,502.99 crores during this period 
last year (Rs 3,923 crores between January and October, as 
against Rs 2,204.64 crores in the corresponding period last 
year) and nearly Rs 815 crores loan has been secured from the 
International Monetary Fund, yet the foreign exchange resour¬ 
ces, excluding gold and SDRs, had been drawn down during 
"the 10 months to October by Rs 395.62 crores as against by 
about Rs 53 crores during the whole of 1979-80. With the 
deficit on external trade account threatening to exceed Rs 4,300 
^ crores, as against the projection of just Rs 2,900 crores, and 
remittances from non-resident Indians growing very slowly, the 
erosion in exchange reserves should get accentuated. The latest 
estimate puts this erosion this year around Rs 500 crorcs. 
Exports of such items as engineering goods^ processed foods, 
basic chemicals, jute manufactures, handicrafts, textiles, tea 
and coffee, rice, etc, have shown encouraging trends, but there 
has been a serious setback to those of leather and leather 
goods, sugar, etc. The import bill has been growing rapidly 
not only owing to the oil price hike but also due to largcr-than- 
anticipated imports of steel, fertilizers, cement, paper and edible 
oils. 

The turn-round in the economy has been caused primaiiis 
by the benign nature which not only helped kharif production 
but also mitigated the rigours of power shortage. The easing 
of power situation stimulated industrial production. It will, 
however, be uncharitable to credit only nature for the revival 
of economic activity. Concerted endeavours made at improv¬ 
ing infrastructure have also yielded wholesome results since 
October, An eloquent testimony of this is available in the 
sizeable improvement in thermal power and coal supplies, pro¬ 
duction of saleable steel, cement, fertilizers, etc particularly in 
the last three months. 

Very significantly, there has been a marked improvement on 
the industrial relations front. During the nine months to 
September, the loss of mandays due to strikes and lockouts 
was contained within 10 million. As many as 37.58 million 
mandays had been lost during this period in 1979. The invest¬ 
ment climate too has improved substantially. Fresh applica¬ 


tions for letters of intent and industrial licences have registered 
an increase of about 31 per cent between April and November. 
The streamlining of licensing procedures has enabled the issue 
of letters of intent and industrial licences to go up during 
January-November period to 733 and 439 from 421 and 324 
in these months last year. Foreign exchange and capital goods 
approvals are stated ro have gone up by 82 and 60 per cent, 
respectively. The stock markets have shown remarkable buo¬ 
yancy in the recent months despite safe and attractive avenues 
being available for investments in banking and company 
deposits. 

The budgetary position of the Central Government, Mr R. 
Venkalaraman has claimed, is well under control. While there 
has been no shortfall in the revenue from direct taxes and 
customs receipts have been higher, the setback to excise revenue 
in the early months of the year due to decline in industrial 
production is expected to be made up considerably in the com¬ 
ing months. The shortfall on this account from the budget esti¬ 
mate may be only marginal. The overall Plan expenditure is 
said to have been according to budget estimates. So has been 
the utilisation of external assistance, the likely utilisation 
during the year being around Rs 990 crores. The overall defi¬ 
cit will exceed the budgetted figure of Rs 1,400 crores owing to 
some unforeseen expenditure but it may not be as large as in 
1979-80. The overall money supply has been well contained 
within 8.8 per cent, compared to 10.2 per cent last year. 

All this should augur well for the near-term outlook of the 
economy, notwithstanding the shadows cast by the 10 per cent 
fresh hike in crude oil prices effected by the oil exporting coun¬ 
tries which may not only worsen the trade balance but also 
entail some pressure on the general price-line should the 
Government decide to pass on the entire additional burden of 
costlier oil imports to the consumers. The other pres.sures 
on the price line may emanate from the clamour for higher 
prices for various farm products, steel, coal, cement, drugs and 
pharmaceuticals, etc. 0.stensibly, the decisions on these matters 
may be in the affirmative: the claims for increases in the 
prices of these products are based on the structural changes in 
costs this year. But, surely, improvement in production in 
many sectors, for which indisputably there is substantial scope, 
can go a long way in containing the erosion in profitability by 
increased costs. There being the possibility of substantial 
financial assistance available from the OPEC to meet 
balance of payments dilficultics caused by the hike in oil prices 
and the imports of oil and petroleum products getting reduced 
in the next two years, though marginally by a million tonnes 
per annum, following the accelerated development of Bombay 
High and resumption of full flow of oil from Upper Assam, 
the full increase in the costs of imported oil need not be passed 
on to consumers. Further, the trade deficit can be curtailed by 
as much as Rs 2,000 crores if the domestic production of steel, 
cement, fertilizers, paper, etc, can be raised. Should this hap¬ 
pen, there may not be any great urgency to clamp down indis¬ 
criminate import curbs which may inject unneccssaiy complica¬ 
tions in the economy. 

With the finalisation of the sixth Plan in the next couple of 
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weeks, economic growth should receive further fillip. The seri¬ 
ous inflation of the last two years, admittedly, has shrunk the 
size of the Plan in physical terms, though its monetary para¬ 
meters have gained in dimension. But the proposed cashing on 
the creditworthiness of the country through going in for com¬ 
mercial credits for some selected development programmes in 
such fields as oil exploration, steel, aluminium, etc, should offset 
this shrinkage. This, indeed, is a heartening development. 

The forebodings of many a Cassandra notwithstanding, the 
immediate outlook for the economy cannot be deemed to be 
bleak, provided, of course, there is no Ict-up in the endeavour to 
improve infrastructure. Particular attention will have to be paid 
to streamline railway operations. Otherwise it may be diflicult 
to sustain improvement on the coal and power fronts. This im¬ 
provement, in fact, has to be accelerated as the gap between the 
demand for power and generation this year, for instance, has 
been about 11.3 per cent. There is still considerable scope for 


raising the utilisation of the existing power generation and coal 
raising facilities, not to speak of the ambitious programmes 
envisaged to be implemented in the short run. Industrial 
growth should receive further stimulus as a sequel to improved 
infrastructure as well as several wholesome decisions and mea¬ 
sures taken in the recent past. These include extension of the 
facility of automatic growth to all industries listed in Appendix I 
to the Industrial Policy Statement of 1978. Farm production 
has shown good resilience from drought years even with normal 
rainflill. The situation on the food front can be expected to 
remain comfortable, thanks to over 15 million tonnes stock 
still there, although some modifications in the releases may 
have to be effected to contain the depletion of wheat in this 
stock. The spurt in agitational approach in both agricultural 
and industrial sectors in the recent weeks, of course, can 
upset all calculations. Otherwise, the economy is well-poised 
for a major forward thrust. 


How Not to Collaborate with UAE 


Joint commissions have not exactly become famous for doing 
business. Indeed, it is difficult to avoid the suspicion that 
these bodies have been set up mainly to enable ofticials and 
politicians to make pleasure trips to foreign climes under 
the guise of doing business. Their output in terms of woids 
is voluminous, in terms of business infinitesimal. 

The recent Jndo-UAE Joint Commission hit the headlines 
when its endeavours seemed to produce st>mething more 
substantial than good intentions. The two countries agtecd 
in principle to a joint refinery on India's west coast with a 
capacity of 12 million tonnes per year. This is twice as big as 
anything attempted in India. The yokels have seen this as good 
reason forgiving three cheers. But a more sober look makes 
one wonder whether there is any sense in the plan at all. 
There is no justification for concentrating such a large re¬ 
fining capacity a! one location, least of all on the cc»ast. 

The demand for refined products is growing at a modest 
rale, and is spread overa widcgcographicalarca. Jfa 12 million 
tonne refinery is set up at one coastal locrdion, the Railways 
will have to move huge qiiantiiies of refined pi oducls inland, 
something which is quite beyond their capacity, it is much 
more sensible to increase refining capacity by modest amounts 
in several coastal locations, so that the transport of refined 
products is minimised. Proposals have already been made 
for expiinding the refineries at Bombay, Cochin, Madras and 
Visakhapatnam. fliese will take care of all the incremental 
demand for refined products in the Deccan for the foreseeable 
future, and will cost far less than a new grassroots refinery, 
quite apart from cutting down the distribution cost. 

The fastest-growing demand for petroleum products is in 
the north-west. The Mathura refinery with a capacity of six 
million tonnes per year will be commissioned in 1981 and reach 


full capacity by 198.1. Even so the north-west will be a deficit 
region, and there will be scope for setting up another large 
refinery by the late 19K0s. But even this refinery cannot be 
designed for more than six million tonnes per year. 

There was talk at the Joint Commission meeting of product- * 
sharing. In other words, it was proposed that perhaps half 
the output of a 12 million tonne refinery mighf be exported 
to the UAE. It is hard to make much sense out of this proposal. 

In the first place the UAE already has its own, refineries, and 
it will suicly be more economical to expand these than to set 
up new capacity in India (where there is a 40 per cent import 
duty on equipment which raises refining costs considerably). 
Nor docs it make sense to incur all the freight costs involved 
in shipping crude from the UAE to India and (he refined pro¬ 
ducts back to the UAE. Finally, the UAF has a miniscule 
population which is incapable of increasing its consumption 
of oil by six million tonnes in the foreseeable future. 

Perhaps one can simply dismiss the refinery proposal as they 
vacuous gossip of yet another vacuous Joint Commission. But 
it would be a mistake to let go of the idea of joint coopci ation 
so easily. 

India badly needs assured supplies of crude from the UAE, 
and could do with joint financing for rcfineiies as well. The 
best solution would be to let the UAE bccon;c a shareholder 
in public sector companies like Hindustan Petroleum Cor¬ 
poration. The extra equity could go towards the exptin.sion of 
the HPC' refineries at Visakhapatnam and Bombay. And at 
a later stage, HPC in collaboration with the UAE could set 
up anew- refinery in the north-west, somewhere in the vicinity 
of Sawai Madhopur. This should not present any ideological 
problems—-after all, India already has public sector refineries^, 
with foreign partners at Cochin and Madras. 
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^T'hb Moving Finger writes, and having 
writ moves on. After 19 years in New 
Delhi with Eastern Economist^ V. Bala- 
subramanian has departed. Lest this 
sounds like an obituary, let me hasten to 
add that he has merely gone to the USA 
for a two-year assignment, and while the 
USA has been described variously as 
heaven and hell, it must in practice be 
regarded as part of this world, not the 
next one. 

V.B. was always a delight to read. He 
was a terror. His pen was dipped in 
vitriol, and one often wondered whether 
the victims of his dissertations would re¬ 
cover from the awful scars inflicted by his 
acid writing. He was quick to prick the 
baloon of pomposity and lay bare even the 
subtlest varieties of hypocrisy. Politicians, 
bureaucrats, institutions and even fellow- 
journalists quailed before his weekly on¬ 
slaught. It was something of a miracle 
that he managed to have so many friends 
despite all this carnage. The secret was 
his total impartiality in berating friends 
and foes alike. Those feeling the lash of 
his writing were able to take it with 
composure since they knew no malice 
was meant, and that V.B. would be at¬ 
tacking their foes with equal zest the next 
week or tlxe week after. We live in a 
world where personal contacts and public 
relations count for almost everything. 
V.B. fought this system from the start, 
and proved that it was just as feasible to 
move ahead by hurling brickbats as by 
showering bouquets. 

V.B. will always be remembered for his 
heroics during the Emergency. It is easy 
to criticise the Government when every¬ 
body else is doing so. But when criticism 
has been prohibited by a Government 
usurping power, only the bravest insist 
on raising their voices. V.B. said on the 
very first day of the Emergency that he 
would fight it, and continued to do so by 
taking risks which have turned the hair 
of a newborn infant grey. He was not 


just another angry young man—he was 
past 60, and faced the prospect of spend¬ 
ing his last years in jail. He wa^ editor 
of an economic Journal, and could justi¬ 
fiably have refrained from sticking his 
neck out on political issues. He was asso¬ 
ciated with a big business house known 
to be closely connected with those in 
power. Yet he risked his liberty, job and 
position because he saw in the Emergency 
a threat not merely to the freedom of the 
press but to democracy and all the liberal 
values he believed in. He criticised the 
rulers of the day by name whenever possi¬ 
ble. and by ingenious subtlety when the 
censors cracked down on the magazine. 

Tn the first issue of Eastern Economist 
^ after the imposition of the Emergency, 
he came out with an article entitled “Our 
Livestock Problem” which has by now 
become a classic and has been framed 
and displayed in a newspaper office in 
London. The censors were unable to 
comprehend his sarcasm or allusions. 1 
quote below passages from this article. 

“The livestock population in our coun¬ 
try has been variously estimated. In my 
opinion the number must be 580 million 
plus. The fact that demographers esti¬ 
mate the current human population of 
our country at 580 million has, of course, 
nothing to do with ray figure. I have 
reason to believe that the bulk of this 
livestock is sheep. Normally, the more 
sheep there are in our midst the happier 
should be our country, since sheep pro¬ 
vide good food for those of us who eat 
meat. But nations, like individuals, can 

have too much of a good thing.I 

suggest therefore that the Ministry of 
Commerce should immediately give its 
attention to promoting the export of live 
sheep from our shores to destinations in 
the Persian Gulf in as large numbers as 
possible. 

“The livestock problem, as I have out¬ 
lined it here, is undoubtedly uppermost 


in the thoughts of our countrymen at pre¬ 
sent. ft is in fiict the burning issue of the 
day and, whether our men and women 
gather in numbers less than five, they 
seem to be talking about nothing else 
than the future of the sheep in our 
midst.” 

An article of such a nature was a sen¬ 
sation in the fear-filled days of the Emer¬ 
gency, and it is impossible today to re¬ 
capture the mixture of disbelief and admi¬ 
ration with which the article was received. 
The censors realised that they had belter 
pay special attention to Eastern Economist. 
The next issue of the magazine had on its 
cover a picture of Mahatma Gandhi with 
his back turned to the reader, and bore 
the caption ‘‘Whither India?” The censor 
deleted the caption but permitted the 
picture. V.B. then repeated the same 
picture for three weeks in a row till the 
censors sat up and began wondering what 
he was driving at. The chief censor tele¬ 
phoned V.B. and asked him to stop pub¬ 
lishing the picture. V.B. refused. The 
chief censor then issued a written order 
that the magazine should be sent to him 
for pre-censorship from cover to cover. 
He declared Mahatma Gandhi^s photo¬ 
graph on the cover taboo. For weeks after 
that, V.B. in protest published Eastern 
Economist without a cover. 

^HEN came Gandhi Jayanti on October ^ 
2, and he seized the occasion to once 
again use Gandhiji’s picture on the cover 
without seeking or getting the Chief Cen- 
soi's permission. After this picture had 
been used for two weeks in succession, 
the Chief Censor once again woke up and 
stopped its publication. 

In article after article V.B. sought to 
evade the scissors of the censor and criti¬ 
cise the Emergency and its perpetrators. 
Inevitably, political moves were initiated 
to have him arrested. He was probably 
saved from this only by a massive hae- 
morrhage arising out of a stomach ul- 
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cer, wibicK te^ttalised hini. He return¬ 
ed to the fray in January 1976, and came 
out with a series of articles which were 
later cyclostylcd and distributed as under¬ 
ground literature. Matters were fast 
coming to a head and he was asked to 
show cause why the issues of February 
6.and 13 should not be forfeited. The 
press where the magazine was being prin¬ 
ted was also asked to show cause why it 
should not be forfeited. The press owner 
apologised, and action against him was 
dropped, but the tJvo issues of the maga¬ 
zine were forfeited. 

Undeterred, V.B. returned to the fray 
the next week in his column “The Moving 
Finger". This time there were a couple 
of paragraph.s on the Information Minis¬ 
ter, Mr V.C. Shukla, apart from a couple 
on Mrs Indira Gandhi. This was the last 
straw. He was forced to stop writing the 
column, and the powers that be asked the 
management to sack him. 

1't is to the eternal credit of the manage- 
•*^ment that it refused to do so despite 
threats of action against other parts of 
the business empire. Finally, a compro¬ 
mise was worked out whereby V.B, conti¬ 
nued to be Editor of the magazine draw¬ 
ing full pay, but suspended writing for the 
time being so that he could live to light 
another day. The authorities demanded 
chat V.B.’s n'Jme should be deleted from 
the imprint line, and so an acting editor 
was appointed on a temporary basis. 

At the beginning of 1977, V.B. was able 
to come back to work, and his name 
appeared again on the imprint line as 
Editor. He resumed writing “The Moving 
Finger" on January 28. This promptly 
raised a hornet’s nest. Although press 
censorship had formally been lifted, there 
were enormous unofficial pressures on all 
managements. Eastern Economist was 
told on February 13 to terminate V.B.’s 
services within 24 hours. 

Such was the wrath of the authorities 
that an attempt was even made to con¬ 
coct some link between V.B. and the 
Baroda dynamite plot. Eastern Economist 
was already paying dearly for its Editor’s 
independence of mind since it had been 
black-listed for advertisements from the 
Government and public sector. 

Once again the management distin¬ 
guished itself by standing by V.B. Taking 


advantage of the imminence c/t gene¬ 
ral election, it side stepped the demands 
of the authorities. It was evident to all 
that a hurricane of change was blowing 
through the country, and on election day 
the Emergency and its perpetrators were 
blown right out of office. Bliss it was to 
be alive that day, but to be Editor of 
Eastern Economist it must have been very 
heaven. 

The mass media, which had been so 
tame and meek during the Emergency, 
suddenly came alive. Any number of 
editors rushed to give their readers 
the stale news that the Emergency had 
been hell. They tied themselves into 
knots in long articles explaining why it 
was not possible for them to attack the 
Government during the Emergency. V.B. 
did not need to read these. He had al¬ 
ready demonstrated that any person with 
the courage of conviction, willing to risk 
his job and position in defence of his 
principles, could have stood up to the 
authorities. But when the time came for 
brave men to stand up and be counted, 
V.B. was one of the precious few who 
rose, erect and upright, abrasive and un¬ 
repentant, and even the ranks of Tuscany 
could scarce forbear to cheer. 

He has gone now to the USA, and will 
continue writing for Eastern Economist 
once a fortnight. So he has not really 
departed at all, and will hopefully be back 
with us one day. And, who knows, per¬ 
haps the day will come again when his 
courage will once again be necessary? 
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After all, our livestock probIe^.iiaiit"^ 
not yet been solved. The livestock pop%| 
lation may have risen by now to 650 mil-i 
lion, but the percentage of sheep does < 
not seem to have diminished. If at all : 
it has, this is only because of the rise in 
the number of wolves who feed on the 
sheep. And there are so many wolves in 
sheep’s clothing that it is sometimes 
dilficult to tell the feeders from the fed. 
The Chief shepherdess is in full com¬ 
mand. l or a short time, in 1977, her 
authority waned. 

Little Bo-peep 

Has lost her sheep, 

And doesn’t know where to find them* 

But it did not take long for the sheep 
to discover that they preferred a solitary» 
shepherdess to a gaggle of quarrelsom^C 
shepherds. 

Leave them alone T 

And they will come home, r 

Bringing their tails behind them. * 

V 

And so the sheep have returned to the} 
fold. Will they now follow her wherever^ 
she goes? J 

Mary had a little Iamb ^ 

Its fleece was white as snow 

And everywhere that Mary went 

The lamb was sure to go. ; 

The lesson of 1977 was that even a; ; 
Iamb can find Mary too much. Will Mary< . 
remember that lesson? 

i ' 

'»• 

Swaminathao S. Aiyarj 
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A GMr for thi Land 

B. B. Vohm 


Thb relevance of good land manage¬ 
ment to a country like ours hardly needs 
any explanation. We have a large popu¬ 
lation which is not only growing at an 
appreciable rate but is also among the 
poorest in the world. Nearly half our 
people still live below the poverty line. 
Our economy is also overwhelmingly 
agricultural in character. Our only 
hope of achieving a decent standard of 
living for our people lies in making the 
best possible use of our land resources 
which in the ultimate analysis arc res¬ 
ponsible for sustaining all forms of 
agricultural, animal and forestry pro¬ 
duction. 

There can be little doubt that our 
record in this field has been far from 
iatisfactory. This is appfirent not only 
firom the destitution from which our 
|)cople sulffer, but also from the visual 
evidence of the neglect of these resources 
which is available wherever one might 
JO in this vast country of ours. Denuded 
iiiUsides, ravines, waterlogged and saline 
ands, drought stricken villages, silted 
'4mks and drying wells are to be encoun¬ 
tered almost everywhere. Floods ravage 
j^rcas year after year, even as the Rajas- 
^an desert maintains its leeward creep. 
:fhc expansion of towns and cities con- 
. ihues to take a heavy toll of good agri- 
..jultural lands. In certain coastal areas, 
jjjHlfliL'ularly Kerala, erosion by the sea 
(e a major problem. In tlie north-eastern 
jarts of the country, shifting cultivation 
k>ntinues to strip once heavily forested 
^pes of all vegetation. 

Serious Situation 

’ There is however little awareness of 
he seriousness of the situation which 
aces us. A surprisingly large number 
if our planners, politicians, policymakers 
nd economists still believe that there 
A nothing seriously wrong with the 
lanncr in which we have managed our 
md resources all thejie years. It is this 
omplacency, born out of a genuine 
nfamiliarity with the subject or what 


my friend Dr Sudhir Sen calls “resource 
illiteracy'* which is responsible for the 
fact that even 33 years after Independence 
we are still without a proper policy for 
the management of these resources let 
alone the institutions required to im¬ 
plement it. 

It would be unbelievable, were it not 
true, that there is as of today no agency 
or organisation at the Centre which 
is specifically charged with the care and 
oversight of these resources. In these 
circumstances, it is not surprising that 
there is also no proper system for re¬ 
porting the damage suffered by these 
resources or the extent to which they are 
being misused or under-utilised. Conse¬ 
quently, the awesome price which the 
nation is paying for the neglect of these 
resources is also never computed. 

Vicious Circle 

If this vicious circle of ignorance, com¬ 
placency and neglect is to be broken, 
it is necessary that the exact nature and 
scope of the problems with which ve 
are faced in this field should be properly 
assessed and understood. Only then will 
it be possible to have any meaningful 
discussion with regard to the manner in 
which the present state of affairs can be 
improved. 

Let us however first take a broad look 
at the way in which our land resources 
are being utilised. The total area of the 
country for which land use statistics 
are available is 305 million hectares (mh). 
Of this 18 million hectares are under 
urban and other non-agricultural uses 
and 21 mh are classified as barren and 
unculturablc, perhaps for certain intrinsic 
reasons such as these areas being per¬ 
petually snow bound or rocky in nature. 
Wc are therefore concerned only with 
the remaining 266 mh from the point 
of view of management. Of these, 17 mh 
arc classified as culturable wastes and 
as many as 23 mh are fallow. This makes 
a total of 40 million hectares which 
though capable of production by defini¬ 


tion arc today lying unproductive, appa¬ 
rently because of the degradation they 
have suffered. 

Of the remaining area of 226 million 
hectares, 83 million hectares are classi¬ 
fied as forests and permanent pastures 
and 143 million hectares as agricultural 
lands. However, it is a well known fact 
that only about 35 million hectares out 
of the 83 mh described as fore.sts and 
permanent pastures are actually under 
good tree or grass cover and that the re¬ 
maining 48 mh are more or less completely 
devoid of vegetation. 

Unproductive Land 

If these 48 million hectares are added 
to the 40 mh which have gone out 
of production for one reason or the 
other, wc arrive at a total of 88 
million hectares which arc more or less 
completely unproductive. This represents 
a percentage of 33 over our relevant 
total area of 266 million hectares. 
However, if we exclude the 143 mh of 
agricultural lands from consideration, 
this area of 88 mh represents as much 
as 72 per cent of the remaining area of 
123 mh of non-agricultural lands. In 
other words, fully one third of our total 
relevant land area and nearly three 
quarters of our total non-agicuUural 
area is today lying practically useless. 

The.sc figures show how very sick 
our non-agricultural lands arc. However 
our agricultural alnds are also not in 
a completely healthy state. According 
to information released by the Minis¬ 
try of Agriculture recently, as many as 
175 mh, equivalent to 66 per cent of our 
total relevant area of 266 mh, are affec¬ 
ted by degradation caused mainly by 
serious soil erosion and waterlogging 
and salinity which, incidentally, are the 
only two major ills that the land suffers 
from. Since the 80 mh of non-agricultural 
lands which arc more or less completely 
unproductive must necessarily be part 
of these 175 mh, it follows that the re¬ 
maining 87 mh of sick lands are under 
agriculture. This represents a percentage 
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of 61 over the 143 mh which are classi¬ 
fied as agricultural lands, in other words, 
over three-fifths of even our agricul¬ 
tural lands arc degraded to a greater 
Of lesser degree. 

The actual situation is however even 
more alarming than what the above 
statistics reveal, because they do not 
take account of two additional factors. 
The first of these concerns the vast areas 
which are ravaged by floods. According 
to the National Commission on Floods, 
the area affected by annual floods stands 
today at around 40 million hectares as 
against 25 mh about 30 years ago. The 
second factor concerns the growing 
menace of water logging and salinity 
in newly irrigated canal command areas. 

Water Logging 

No precise estimates of such threatened 
areas arc available, but considering our 
own experience in this regard as well 
as the experience of other countries 
with extensive canal irrigated areas, 
it would not be unreasonable to assume 
that at least 10 mh out of our total irriga¬ 
ted area of around 40 mh are threatened 
by water logging and salinity and are 
in urgent need of attention if they arc 
not to go out of production in the near 
future. Even allowing for a great deal 
of over-lap between these 50 mh and 
the 175 mh already listed as degraded, 
the total area which needs to be atten¬ 
ded to cannot be less than 200 mh out 
of a total relevant area of 266 mh. This 
represents a peicentage of 75. 

I am conscious of the fact that although 
the figures 1 have quoted arc all from 
official sources, they may not be quite 
accurate, for the simple reason that 
nobody seems to have ever asked for 
accurate reporting in this field, so great 
is our indifference in such matters. How¬ 
ever, even allowing for any possible in¬ 
accuracies and overlaps, the fact re¬ 
mains that these figure.s present a truly 
frightening picture—a picture which 
should give pause to even the most 
optimistic among us and silence for ever 
the professional peddlars of self- 
induced euphoria who predict a great 
future for India as an agricultural power 
and exporter of foodgrains. To repeat, 
around three-quarters of our total relevant 

usams ficoNOMisT 


arta is in need of urg^t attention 
and a third is so sick that it is almost 
completely unproductive. Category-wise, 
at least 61 per cent of our agricultural 
lands and at least 72 per cent of our 
non-agricultural lands are degraded to 
a greater or lesser degree. No wonder 
we arc so desperately short of food, 
fruits, fibres, fuelwood, timber, animal 
products and indeed everything that the 
land produces. No wonder wc can barely 
manage to produce 130 million tonnes 
(mt)of foodgrains from 143 mh of agricul¬ 
tural lands while China produces signi¬ 
ficantly more than 300 mt from a mere 
112 mh. No wonder destitution and un¬ 
employment stalk this unhappy country. 
It is high time we realised the state 
wc are in, for what we arc witnessing is 
the unchecked erosion—^literal as well as 
figurative—of our resource base even as 
the demands on it from a steadily increas¬ 
ing population and steadily increasing 
expectations of a better life arc rising 
rapidly. Our situation can indeed be 
compared to that of a leaking boat into 
which more and more people keep clim¬ 
bing even as, unknown to its occupants, 
the hole in its bottom goes on increasing 
in size. 

Serious Problem 

That this picture is not over-drawn, 
will be clear when we consider, in some 
detail, the exact nature of the problems 
of land degradation which face us, and 
the formidable nature of difficulties 
which wc will encounter in trying to 
tackle them. As mentioned earlier, the 
two major threats to our land resources 
are waterlogging and soil erosion. Each 
of these merits a discussion in depth 
before we consider some of the lesser 
problems of land management. 

In soils which arc not naturally well 
drained, the presence of excessive sur¬ 
face water results in a rise in the level 
of sub-soil water, till it reaches the root 
zone of crops. As a result the fertile 
top soil—which needs adequate aeration 
for its health—begins to lose its producti¬ 
vity and ultimately becomes totally 
barren. This process is assisted by the 
harmful salts which move upwards in 
the soil along with the water. According 
to the latest available information the 

11 


areas which have already gone out ^ 
production on account of watcr-logging-^^^f 
and salinity total 13 million hectares. ' 
Of these, perhaps half are situated in 
estuarine and coastal areas and have^f 
not been productive in recent times. 
However, at least 6 million hectares 
comprise lands which were productive^ 
till the other day, .so to say, and have-*** 
been lost to water logging and salinity ; 
on account of man-made situations. ^ 

The Impediments 

h : 

The first and lesser of these situations e 
arises from the impedimenls which have ; 
been created in the way of natural drain- j 
age by engineering works such as flood g 
control embankments and road, rail. 
and canal embankments. If, as is often j 
the case, such embankments do not^ : 
contain adequate cross-drainage works, 5 
watei gets held up against them and i 
causes damJige to the areas submerged. | ’ 
The answer to such situations though, 
expensive, is fairly easy—it lies in thev 
construction of adequate cross-drainage^ 
works wherever these are required. ^ ' 

It is the second kind of situation^'’ ' 
peculiar to canal irrigated areas, whi(^ ' 
is much more alarming. Lands in canal j 
areas are often flat and poorly drained 
and the application of irrigation water 
to them results in water-logging and; 
salinity over a period of time. This pro- : 
cess is hastened by two other circumstan- 
CCS. First, the application of canal . 
water to crops is often in excess of their 
needs, thanks to the absence of field 
channels and installations necessary ! 
to regulate the flow of water to indivi- 
dual fields. Second, wherever canals 
and distributories arc not lined, as is . 
otten the case, they contribute heavily ^ 
to water-logging through seepage. 

Water-logging and salinity in canal ► 
iriigated areas is a global phenomenon •, 
and has reached such serious proper- i 
tions that according to a recent study ; 
commissioned by UNDP and UNEP ‘ 
as much irrigated land is going out of ; 
production in the world every year on ^ 
this account as is being brought under ' 
new irrigation. It is also known that 
about half the world's irrigated land ! 
has already been damaged to some !; 
degree by water-logging and salinity . 
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and that much of the additional land 
expected to be irrigated in the future is 
highly vulnerable to similar damage. 
In Pakistan, out of a total of 15 million 
hecttircs of irrigated lands as much as 
11 million hectares are alrcr.dy sulToring 
from water-logging and salinity. Egypt, 
Syria and rra.q also have similar stories 
to tell. In our own country, we hiivc 
not only lost at least six million hectares 
to production already but large addi¬ 
tional areas aic being alTccted by rising 
water tables and salinity year after year 
even in the commajids of comparatively 
new projects. 

Difficult Problem 

The answer to the problem of water¬ 
logging in canal irrigated areas is not 
at all easy. It lies in the lining of canals 
and distributorics, the construction of 
field channels so that just as much water 
may be applied to the soil as is really 
necessary and finally the provision of 
adequate surface and subsurface drain¬ 
age. The lining of ca.nals and distribu¬ 
torics is called for not only to save valu¬ 
able lands from water-logging but also 
to save water losses which often amount 
to as much as 40 ptr cent of the water re¬ 
leased from the reservoir, f ield channels 
and drains must be designed and built 
not on the basis of individual holdings 
but of natural drainage units, namely 
the commands of irrigation outlets 
which are sometimes as big as 200 hectares. 

Water from the primary drains in each 
of such units must empty into inter¬ 
mediate drains which in turn must be 
connected to major drains with a natural 
out-fal! into a. river. Such works call 
for not only a very great deal of detailed 
planning and careful execution but also 
for huge financial outlays. Experience 
shows that in most eases the levelling 
and re-sluiping of command arca.s is 
also necessary before scientific water 
distribution and drainage systems can 
be built. However, such works are in 
turn often possible only if the consoli¬ 
dation of holdings and redrawing of 
field boundaries are also carried out 
simultaneously. As can be imagined, 
such arrangements arc extremely diffi¬ 
cult, tiim-consummg and costly to 
make. This is why an ti-wa ter logging 


operations make such little progress and 
why the blessings of canal irrigation 
are turning into a curse over large areas. 

The reclamation of water-logged and 
saline lands which have already gone 
out of production is naturally even more 
difficult than the prevention of water¬ 
logging. Not only must drainage be 
provided to these lands but arrange¬ 
ments must also be made to leach saline 
soils and to carry out soil amendments 
and introduce suitable cultural practices. 
Here as in most other situations, preven¬ 
tion is definitely better than cure. 

Even if we give a low priority to the 
reclamation of water-logged and saline 
lands which have already gone out of 
production, we must save the 10 million 
odd hectares of newly irrigated lands 
from going out of production. Such a 
programme will naturally require a huge 
outlay—perhaps not less than Rs 10,000 
per hectare on an average or R.s 10,000 
crores for the area we have in mind. It 
will also require technical and admi¬ 
nistrative inputs of a colossal nature. 
However, we have no option but to 
mount such an effort and ensure that it 
is carried out successfully if we are to 
save some of our best lands from the 
most serious damage. 

Demand of Damages 

It is necessary to mention in this con¬ 
nection that we must count ourselves 
lucky that individual farmers whose 
lands have been ruined by water-logging 
have not yet started clamouring for 
adequate compensation. The time, how¬ 
ever, docs not seem to be far off when 
greater consciousness on the part of 
farmers of their rights—and we have 
some evidence of this already—will 
result in a demand for damages. One 
shudders to think of the political and 
financial implications of such a demand. 

Let us now turn to the other major 
threat to the land—the erosion of the 
fertile lop soil. Erosion can be caused 
either by water or wind action and is 
almost invariably the direct result of 
the over-exploitation of non-agricultural 
lands by way of excessive felling and 
grazing. The fact that such lands are 
nobody’s private property but belong 
cither to the State or local communities 


constitutes one of the major reasons for 
their misuse. Once the natural original 
cover of trees and grasses on such lands 
is destroyed, the soil becomes vulner¬ 
able to the erosive action of water, parti¬ 
cularly on hillsides and under condi¬ 
tions of heavy rainfall. If the denuded 
lands are flat and arid, they become 
vulnerable to the erosive action of strong 
winds. Once erosion sets in the land is 
caught in a vicious circle because the 
loss of its top soil renders it increasingly 
less capable of sustaining vegetation just 
when it needs it most to save it from 
further damage. It is estimated that the 
area affected by serious erosion by wind 
is around 60 million hectares while 
the area affected by serious erosion by 
water is around 100 million hectares. 

Encouraging Experiments 

The control of wind erosion lies pri¬ 
marily in the rcslon.tion of vegetal 
cover to denuded lands by curbing 
indiscriminate grazing by nomadic herds 
and the creation of wind breaks and 
shelter belts which reduce the velocity 
of strong winds and thereby ihcir 
erosive and desiccating effects. Ex¬ 
periments in Rajasthan have shown that 
excellent pastures can be developed by 
merely closing areas to grazing, and 
that once such pastures have been 
established, they can under conditions 
of controlled and rotational grazing, 
support four times the number of animals 
as are being carried by the same land 
today. The planting of wind breaks and 
shelter bells not only helps to develop 
such pastures but also to provide timber 
and fuel in areas which are practically 
treeless and where even the roots of 
shrubs and trees are today being dug 
up for fuel. These are also the methods 
by which shifting sand-dunes can be 
stabilised and prevented from smother¬ 
ing vegetation, blocking up roads and 
railroads and choking irrigation channels 
in their vicinity. 

The reclamation of the desert through 
such means would make it ideally 
suitable for vastly expanded programmes 
of scientific animal husbandry and dair¬ 
ying and make the marginal agriculture 
that is being practised in such areas 
today much less attractive. This would 
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be a most welcome development indeed 
because cultivation in areas subject to 
erosion involves the periodic disturbance 
of the top soil and thus renders it in¬ 
creasingly susceptible to further damage. 
A deliberate policy of diverting land 
from agriculture to animal husbandry 
therefore needs to be followed in desert 
areas in the interest of the soil as well 
as of the people. 

The control of wind erosion also 
carries with it the hope of ending the 
aridity of the desert and of finding a 
permanent solution to its problems. 
Studies indicate that one of the possi¬ 
ble reasons why moisture-laden clouds 
pass over wc.stern Rajasthan without 
precipitating their burden on it is the 
fine dust suspended in the air over the 
desert. This dust is, of course, the direct 
result of wind erosion. 

Let us now turn to the erosion of the 
top soil by water, which undoubtedly 
constitutes the most serious threat to our 
land resources. This is so because apart 
from reducing the fertility of the 100 
odd million hectares of land directly 
affected by it, it has a number of extre¬ 
mely deleterious side-cfl’ects. Thus, it leads 
to the siltation of reservoirs and tanks, 
the choking of estuaries and harbours, 
the occurrence of floods and finally 
to the loss to the sea of a great deal of 
priceless sweet water. Each of these 
matters deserves to be considered in some 
detail. 

Pressure of Population 

The genesis of water erosion, as of 
.vind erosion lies in the ever increasing 
pressure of human and animal popula¬ 
tions on so called forest and pasture 
lands in their search for fuel and fodder. 
The diversion of forest lands to agri¬ 
culture is farticularly unfortunate be¬ 
cause it involves clear felling and in situa¬ 
tions where slopes are steep and the 
land is brought under the plough without 
being first properly terraced and bun¬ 
ded, there is great loss of top soil. In 
tribal areas, growing population pressures 
result in an increasing shortening of the 
cycle of shifting cultivation and the 
lying bare of vulnerable hillsides to 
the erosive action of rain. The cutting 
of hillsides for building mountain roads 


also contributes to erosion and land 
slides. The over-exploitation of forests 
by commercial interests is yet another 
contributoiy factor. Unscrupulous forest 
contractors often cut down more trees 
than they are entitled to. The opening 
up of hitherto inaccessible forest areas 
by new all-weathcr roads and the easy 
availability of heavy duty trucks in 
recent years have hastened this process 
greatly. 


Limited Power 

It is a sad but undeniable fact that our 
forest departments have by and large 
failed to protect our 70 odd million 
hectares of so-callcd forest lands against 
encroachments, unauthorised fellings 
and denudation. This is partly due lo 
the fact thiit they do not possess ade¬ 
quate legal powers over areas other than 
reserved forc.sis, which constitute only 
about half the total forest area. 

It may be mentioned that deforesta¬ 
tion, denudation and resulting soil 
erosion are phenomena which arc not 
peculiar to India but also affect many 
other developing countries where enough 
a ttenlion is not being paid to land manage¬ 
ment. Satellite photographs show that 
only 12 per cent of the once lush island 
of Java is left with tree cover and that 
in the Philippine.s forest cover is today 
less than 20 per cent of the country's 
land area and not 33 per cent to 50 per¬ 
cent as is commonly assumed. In nor¬ 
thern Thailand forests arc being de¬ 
cimated at the rale of 5 per cent to 7 
per cent a year. In Pakistan although i<.2 
million hectares are classified as forc.sl 
and range lands, only 2.6 mb are actu¬ 
ally wooded. In Nepal the destruction 
of forests is taking place at such a rate 
that the country is likely to be all but 
totally denuded by the end of the century. 
We should be particularly concerned with 
this development because soil erosion 
in this neighbouring country has a direct 
link with floods in the Ganga basin. 

It is impossible to quantify the losses 
resulting from soil erosion. This is so 
because it is not possible to place a 
price tag on the fertile top soil, an inch 
of which it takes Nature anything from 
500 to 1,000 years to build, and which is, 
therefore, for all purposes a non-renew- 


-^ 

able and irreplaceable resource. Never- ' 
thelcss, it is possible lo gel some idea of ^ 
the price we are having to pay for our ^ 
neglect of this resource. According to * 
an estimate madebyDr J.S. Kanwar in | 
1972, the quantity of lop soil displaced ^ 
by water erosion alone was 6,000 million ^ 
tonnes a year. It was calculated that this ^ 
represented a loss in terms of the major * 
nutrients NPK alone that would re- ^ 
quire 5.37 million tonnes of inorganic 
fertilizers to replace at a cosf ol Rs 700 *' 
crorcs. * 


Actual losses arc even greater if com¬ 
puted in terms of the agricu.ltiira.l, animal 
and forestry production that wc are 
losing year after year as a result of w'ind 
and water erosion over 150 odd million 
hectares of land. Such losses nnisi cer¬ 
tainly be of the order of several lens of 
thousands of crorcs a year, and it is 
only because they lake place insidiously, 
and have ncser been the subject of a.ny 
projxjr study by learned economists that 
they do not form the topic of any serious 
discussion. How'ever, these Josses show 
up unmistakably in the pit»able condi¬ 
tion of our poverty stricken masses. 

Indirect Losses 
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The indirect losses caused by water ^ 
erosion are no less serious in nature. ^ 
The premature siltation of our 500,000 ^ 
odd tanks and of the 487 reservoirs of 
our major and medium irrigation and 
multi-purpose projects on which the 
community luis invested over Rs 10,000 
crorcs during the last three decades is a 
particularly serious matter. Ob.servations 
show that the average rate of sedimenta¬ 
tion in most reservoirs is 4 to 6 times as 
high as the rate which was assumed at 
the time they were designed and built. 
The life expectancy of these projects is, 
therefore, being reduced significantly 
by soil erosion in their c.Uchments. How¬ 
ever, what is particularly a.larming is 
the fact that in most cases there will be 
no alternative sites for dams once the 
existing ones a.rc rendered useless. This 
means that even if we ha.ve the money to 
build fresh projects and this is by no 
means certain we shall not have the 
physical opportunities lo do so. What 
is at stake, therefore, is the loss of the 
irreplaceable potential—for irrigation, 
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J Economic Analysis 

Breaking Yield Barriers 


At the moment, most trends in terms 
of prospects for increasing food pro¬ 
duction in the coming years appear to 
be unfavourable. These problems could 
be classified into the following three 
major groups : 

(1) Growing damage to basic life 
support systems : The Global 2000 
Report submitted to the President of 
the United Slates by the Council on 
Environmental Quality and the De¬ 
partment of State has brought out the 
following features : 

—World population will grow from 
the current 4 billion to 6.35 billion in 
2000. 

—90 per cent of the growth will 
occur in the poorest countries. 

—Food production will increase most 
only in the more developed countries. 

—Arabic land will increase only 4 
per cent, amounting to a decline per 
capita. 

—World oil production will have 
peaked. 

—World fish catch will have long 
since peaked. 

—Firewood needs will have exceeded 
available supplies. 

—Water requirements will have dou¬ 
bled in nearly half the world. 

—Commercial timber supplies will 
have declined by 50 per cent. 

—40 per cent of the world forest 
cover will have diwsappeared. 

—Serious deterioration of agri¬ 
cultural soils will occur worldwide, due 
to erosion, lo.ss of organic matter, 
desertification, salinization, alkali¬ 
zation and waterlogging. 

—Atmospheric concentrations of 

carbon di oxide and ozone-depleting 


Dr M. S. Swaminathan 

chemicals arc expected to threaten the 
global climate. 

—^As much as 20 per cent of existing 
plant and animal species will have 
disappeared. 

From the above it will be obvious 
that the renewable base of agriculture 
is being undermined and unless imme¬ 
diate corrective measures are taken, 
the process of terrestrial and aquatic 
desertification may assume alarming 
proportions. 

(2) The role of carbon di oxide in 
climatic variation : An international 
panel of experts who met in Austria 
recently have arrived at I he following 
conclusions : 

(i> On the basis of various considera¬ 
tions including burning of fossil fuels, 
deforestation and retention of COi 
in atmosphere, it is expected that the 
atmospheric concentration of COt in 
2025 would be between 425 ppm and 
500 ppm with a most likely value of 
460 ppm. The present level is 335 ppm. 
The increase solely due to fossil fuel 
emissions until 2025 would yield a 
concentration of 435±25 ppm. 

(ii) As a consequence of increased 
COi concentration, worldwide changes 
in temperature and precipitation could 
be expected by the end of the present 
century or 2025. On the basis of General 
Circulation Models it appears that the 
present tropical regions could be affec¬ 
ted adversely. Unfortunately these are 
the regions where developing coun¬ 
tries exist. 

(iii) It is at present difficult to visua¬ 
lise changes in the pattern of agriculture 
and natural ecosystems. However, in 
all probability, the changes in tropics 
would not be advantageous, if any- 


thing they might cause adverse 

effects. 

(3) Components of the cultural , 

energy system—lihe pathway of im- j 
proving yield adopted so far has relied 
heavier on an increasing consumption 
of non-renewable forms of energy. It 
is obvious that any technology which 
relies on an exponential consumption 
of a finite resource will lead us into a 
blind alley. Therefore, there is need to 
re-assess the currently used techniques 
of achieving enhanced productivity. 

The growing awareness of the serious 
threats and constraints referred to 
above is a hopeful sign, since the start¬ 
ing point for corrective action is an 
awareness and perception of the pro¬ 
blems requiring solutions. Thus it is 
now widely accepted that ecological 
security leading to the conservation 
and scientific use of land, water, flora 
and fauna is the only foundation on 
which enduring food security systems 
could be built. It is also being widely 
realised that the vulnerability of world 
food production systems arising from 
our dependence upon too few plants 
and farm animals from the point of 
view of human nutrition can be mini- . 
mised only through greater attention 
to the impact of weather, pest epide¬ 
mics and public policies on produc¬ 
tion. A whole new area of research 
concerned with stability of production 
and involving techniques of contin¬ 
gency planning and risk distribution 
agronomy is fast developing. 

An additional sign of hope is the 
existence of a vast untapped produc¬ 
tion reservoir particularly in develop¬ 
ing countries. Thus Buringhand his 
co-workers have made estimate of 
global production potential expressed^ 
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in grain equivalents of a standard 
cereal crop as given in a table below. 

Considering the fact that the global 
foodgrain production at present is only 
of the order of about 1400 million 
tonnes, we can hope to face the chal¬ 
lenges of the 21st century successfully 
provided we take to the path of eco- 
dcvelopment. 

Another important source of 
strength is the great scope of enhanc¬ 
ing the productivity of aquatic farming 
systems. Both inland aquaculture and 
coastal aquaculture are yet to become 
scientifically organised in most deve¬ 
loping countries. In the coming years, 
the soil and the sea will have to be paid 
equal attention and farmers and fisher¬ 
men will have to be provided with 
appropriate packages of technology, 
services and public policies in order 
{o enable them to improve economic 
yields continuously without damage to 
the long-term production potential of 
soil and water. 

If we examine the developments of 
the past 50 years, we find that the 
methodology of breaking yield barriers 
has involved a blend of advances in 
the following four major areas: 

(a) Genetic and agronomic advances; 

(b) Advances in chemistry; 


(c) Advances in engineering and 
irrigation: and 

(d) Advances in communication, 
extension and management. 

Some of the significant milestones 
in crop improvement and management 
research are indicated below: 

(a) Advances in Plant Breeding 


Development 


Approximate year 
of commercial use 


Hybrid maize 

1933 

Hybrid sorghum 

1957 

Hybrid pearl millet 

1959 

Hybrid cotton 

1973 

Hybrid rice 

1977 

Dwarf rice 

1955 

Dwarf wheat 

1961 

Opaque -2 maize 

1972 

Triticale 

1975 

Potato from true seed 

1979 


(b) Advances in Crop Management 

Scientific land use and soil health 
care; 

Minimum tillage and erosion 
control; 

Dense crop canopies; 

Weed-free environment and use of 
hormones and growth regulators; 

Fertilizer use efliciency; 


Improved water management; 

Integrated nutrient supply; 

Integrated pest management; 

Integrated energy supply; 

Systems approach to crop-livestock, 
crop-fish and crop-livestock-fish integ¬ 
ration; 

Agro-forestry; 

Contingency Planning and risk dis¬ 
tribution agronomy. 

The rapid explosion of knowledge in 
the area of genetic engineering opens 
up hopes for achieving altogether new 
scrambling of genes. Although it is 
as yet premature to hazard guesses, it 
is becoming increasingly clear that 
beneficial combinations of genes and 
characteristics which were considered 
not possible before can now be achiev¬ 
ed. The photosynthetic pathway of 
development leading to the more exten¬ 
sive harnessing of solar energy through 
green plants is now offering hopes not 
only for solving the food problem but 
also, to some extent, the problems 
arising from the high cost and rapid 
depletion of fossil fuels. Plant and 
animal breeders are now trying not 
only to enhance the total biomass 
production but also to bring about a 
more favourable partitioning of the 
biomass in a direction desired by man. 
The concept of crop canopies design. 


1 



Totals of the Production Potential of Continents and the World 


f 


A 

PAL 

IPAL 

MPDM 

PIAL 

IPALI 

MPDMI 

♦ 

MPGC 1 

S. America 

1,780 

616.5 

333.6 

25,224 

17.9 

340.7 

25,710 

11,106 I 

Australia 

860 

225.7 

74.2 

5,297 

5.3 

76.1 

5,462 

2,358 I 

Africa 

3,030 

761.2 

306.5 

24,162 

19.7 

317.5 

25,115 

10,845 X 

Asia 

4,390 

1083.4 

433.5 

24,966 

314.1 

581.6 

33,058 

14,281 X 

N. America 

2,420 

628.6 

320.0 

15.443 

37.1 

347.5 

16,374 

7.072 i 

Europe 

1,050 

398.7 

233.1 

8,289 

75.9 

247.1 

9,65.^ 

4.168 I 

Antarctica 

1,310 

0 

0 

0 

0 . 

0 

0 

“i 

Total 

14,840 

3714.1 

1700.9 

103,381 

470.0 

1,900.5 

115.372 

49,830 1 


Legend: 


A Area of a broad soil region (10‘ ha); PAL Potential agricultural land rUPha); IPAL Imaginary area of PAL with 
potential production without irrigation (10* ha); MPDM Maximum productiori of dry matter without irrigation (l0« 
tonnes/year): PIAL Potentially irrigable agricultural land (10* ha): IPALI Imaginary area of PAL with potential pro¬ 
duction, including irrigation (10* ha); MPDMI Maximum produciion of dry mittcr including irrigation (10* tonnes/year); 
MPOE Minimum production of grain equivalents including irrigation (10* tonnes/year). 






USTW ECONOMIST 


17 


J<\NUARY 2, 1981 




J cd on 3-dimensional patterns so that 
J the vertical space can also be utilised 
J effectively is also attracting increasing 
J scientific attention. Thus vve can look 
J at the problem of breaking barriers to 
^ yield not just in Icnns of a single crop 
t or farm animal but of a population of 
J crops and/or farm animals including 
f fish. It is the shift from individual to 


legumes in the rotation will improve 
human nutrition as well as soil fertility. 
A mung bcan-rice-wheat rotation is a 
good method of combining cereals and 
legumes in north-west India. Short- 
duration varieties of pigeonpea 
{Cajamts Cojan) have made pigeon pea- 
wheat rotations possible. A jute-rice- 
wheat rotation is becoming popular in 


there has to be collaboration between 
plant breeders and agrometeorologists. ^ 

Mixed Cropping and Intercropping 

Various crop combinations are used 
by farmers, particularly in unirrigated 
areas, but not all arc scientifically 
sound. Therefore, intercropping systems 
based on complementarity between the 


population performance that can result 
in a striking impact on yield. For 
achieving this purpose, there has to be 
a growing emphasis on the identifica¬ 
tion of genotypes which can perfi)rm 
well through co-operative interaction 
both in water and nutrient extraction 
from the soil and in the utilisa¬ 
tion of sunlight. This would also 
call for attention to the farming system 
as a whole and not merely on indivi¬ 
dual components of ihc system. 

I would like to briefly refer to the 
existing and cFnerging farming systems 
in order to focus attention on the need 
for placing emphasis on populations 
and farming systems rather than only 
on individual plants and isolated com¬ 
ponents of the system. This is not in 
any way to undcr-cstimaic the impor¬ 
tance of studying a system also in a 
disaggregated way. What 1 would like 
to stress is the need for looking at the 
problem of breaking yield bariicrs in 
terms of units of cultural energy con¬ 
sumption, time and space. 

Breeding for Improved Farming System.s 

A brief reference to some of the 
existing and emerging farming systems 
in the tit)pics will be useful since the 
decisions of farmers are iiinuenced by 
the entirety of the fanning system 
around which ihcir daily life revolves. 

Multiple-cropping S>stems in Irrigated 
Areas 

Various two, three and even four- 
crop sequences arc now being followed. 
In promoting multiple-cropping sys¬ 
tems, attention should be paid to 
ensuring that grain and fodder legumes 
find a place in the rotation. Also, crops 
having the same pests and diseases 
should not be grown in succession. 
Introduction of grain and fodder 


parts of Assam and West Bengal in 
India as well as in Bangladesh. 

The introduction of relative insensiti¬ 
vity to photoperiod and temperature 
through breeding has been responsible 
for the development of ‘period fixed* 
rather than ‘season bound’ vaticties. 
For purposes of breeding varieties for 
multiple-cropping, per-day yield has 
to be used as a selection criterion in 
segregating generations. Also, other 
factors such as seed dormancy will 
need attention, since if a crop ripens 
before the monsoon rain have ceased, 
the grain will sprout if there is rainfall 
at harvest time. 

Rainfcd Farming 

Production possibilities in high-rain- 
fall areas arc similar to those in irriga¬ 
ted areas. However, in the unirrigated 
semi-arid areas commonly referred to 
as dry-farming areas, considerable pro¬ 
duction risks exist. Grain legumes, 
sorghum, millets and oillsecd crops are 
mostly grown in such areas. A wide 
varicly of fruit trees can also be grown. 
Research thrusts in semi-arid areas 
should lay stress on water and soil 
conservation and land-u.se planning 
based on precipitation, evapotranspi- 
ration and the moisture holding capa¬ 
city of the soil. Contingency plans 
should be developed and introduced 
so as to minimise the risk of total crop 
loss during aberrant weather. It is 
also necessary to find more profitable 
crops for some of the semi-arid areas. 
There are many under-exploited plants 
with potential economic value. 

Plant breeders should develop varie¬ 
ties which can be grown in flood-free 
seasons in chronically flood-prone 
areas and drought-escaping vaiietics in 
drought-prone areas. For this purpose. 


companion crops have to be developed. 
Among the major components of 
complementarity are: (i) F:fficient inter¬ 
ception of sunlight; (ii) ability to tap 
nutrients and moiuturc from different 
depths of the soil; (iii) non-overlapping 
susceptibility to pests and diseases; 
(iv) introduction of legumes to promote 
biological N fixation and increase pro¬ 
tein availability. 

Multi-cl or Three Dimensional 
Cropping 

In garden lands where a wide variety 
of plantation crops, fruit palms and 
other tree crops arc grown, it is possi¬ 
ble to design a crop canopy in which 
the vertical space is utilised more effici¬ 
ently. I’lant architects will have to 
lake into account the cflectivc use of 
both horizontal and vertical spaces 
when breeding varieties for use in 
three-dimensional crop canopies. Effici¬ 
ency in such a cropping system will 
again be based on the extent of the 
complementarity generated among 
crops in the system. For example, 
studies in India have shown that coco¬ 
nut, cocoa and pineapple form a good 
combination which intercepts sunlight 
efficiently in combined canopy and 
also extracts nutrients and moisture 
from different depths in the soil profile. 
Studies on the root system of compa¬ 
nion crops arc of particular impor¬ 
tance. The introduction of grain and 
fodder legumes in these 3-dimensional 
crop canopies will provide opportuni¬ 
ties for animal husbandry. A careful 
study of all the major garden land 
cropping systems based on the extent 
of symbiosis and synergy among the 
system components will be useful in 
developing specifications for plant 
breeders to use in develop ideotypes 
(i.e. conceptual plant types) for effici- 
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ent performance in 3-dimensional crop tance and the development of integra- constantly reminded by the prophets 
canopies. ted pest-management systems. of doom of the possibility of wide- 


Kitchen and Home Fisli Gardening 

Kitchen gardening can be one of the 
most efficient systems of farming from 
the point of view of solar and cultural 
energy conversion. Vegetables rich in 
beta carotene and iron need to be 
developed and popularised. If planned 
intelligently and scientifically, back¬ 
yard garden's, roof gardens and other 
methods of growing vegetables and 
fruits in whatever space is available 
around mud huts as well as brick 
houses can make a substantial contri¬ 
bution to improved nutrition. Where 
ponds are available in large numbers, 
home fish gardening can be an excel¬ 
lent method of supplementing food 
and income. 

Forestry and Agro-fore.stry 

The importance of improving the 
productivity of forest canopies cannot 
be overemphasised. Agro-forestry has 
been defined as a sustainable manage¬ 
ment system for land which increases 
overall production, combines agricul¬ 
tural crops, tree crops, forest plants 
and/or animals simultaneously or 
sequentially. Sylvi-pastoral, sylvi- 
horticulture, sylvi-agricullurc and other 
combined land-use systems are extre¬ 
mely important for the food, feed, fuel 
and fertiliser needs of people in many 
hilly regions. Plant breeders have yet to 
give attention to breeding varieties 
suitable for such systems of sylvi¬ 
culture. Shrubs and trees suitable for 
raising energy plantations in villages 
and initiating “gasoline agriculture” 
need to be identibed and improved. 

Mixed Farming 

Mixed farming systems may involve, 
(i) crop-livestock, (ii) crop-fish, and 
(iii) crop-livestock-Jlsh production pro¬ 
grammes. In South-Fast Asia, fishing 
in rice fields is common. The minimal 
use of pesticides will be imponant in 
order not to create problems of fish 
mortality and transfer of toxic residues 
through the food chain. This will in¬ 
volve maximum use of genetic rcsis- 


Sea Farming 

There are considerable opportunities 
for the spread of scientific sea farming 
practices involving an appropriate 
blend of capture and culture fisheries. 
The rate of growth of oysters, mussels, 
prawns, lobsters, eels and a wide 
variety of marine plants and animals 
is high in tropical seas. If along with 
such integrated sea farming practices, 
the cultivation of suitable economic 
trees like casuarina, cashewnut and 
coconut can be popularised along ihe 
coast, thriving coastal agriculturc-cum- 
mariculturc systems can be developed. 
In addition to improving income and 
nutrition, such fanning systems can 
help arrest coastal erosion. 

Thus the emerging farming systems 
in the tropics and sub-tropics provide 
new challenges lo agricultural scientists 
and extension workers. Only a clear 
understanding of the major parameters 
of the production system for which 
the breeder has to cater will help in 
the selection of widely accepted and 
successful strains. 

Wc arc in an exciting era of scienti¬ 
fic advances. At the same time we arc 


spread hunger and famine arising ^ 
from an unfavourable relationship in 
the population-food supply equation 
as well as from human and animal 
pressures on the finite resources of our 
spaceship earth. Such warnings arc 
useful since they remind us that there ' 
is no time to relax and that ceaseless 
striving and eternal vigilance are pre¬ 
requisites for achieving growth with 
stability in food production. Where 
vision is limited, action is equally cir- : 
cumscribed. Therefore, scientists should 
always look to the next step in raising ; 
the ceiling to yield. While looking to- ' 
wards and working for greater and . 
greater achievements in productivity j 
improvement, we should at, the same 
time not slacken our efforts in the area 
of bridging the gap between actual and 
potential farm yields at currently availa- . 
blc level of technology. This gap may 
be as big as 4-5 times in most farming 
systems in developing countries. The j 
time limit of 1984 prescribed by the ) 
Rome World Food Conference for ■ 
ensuring that no human being goes to ! 
bed hungry is not far off, and hungry ! 
people everywhere want to cat to-day ■ 
and are tired of being promised food 
tomorrow. 
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In the Nation 


Towards Tighter Cash-Credit System 


AccEPTiNtf A number of major recom¬ 
mendations of the Chore Committee, 
which was set up in 1979 to review the 
operation of the cash-credit system in the 
recent years, the Reserve Bank of India 
has introduced a more rigorous credit sys¬ 
tem for borrowers than hitherto. The idea 
appears to be to contain banking credit 
to large borrowers through reducing their 
dependence on bank finance for working 
capital requirements and releasing some 
funds for use by other borrowers. 

The medium and large borrowers 
henceforth will have to raise their contri¬ 
bution from own funds and term finance 
to meet working capital needs equivalent 
to at least 25 per cent of their total cur¬ 
rent assets so as to yield a minimum cur¬ 
rent ratio of 1.33 to K as against the 
present ratio of 1:1. This rule, how¬ 
ever, is not to be applied blindly. In cases 
where the borrowers may not be able to 
comply with it imipediately, the excess 
borro»vings are to be seggregated and 
treated as working capital term loans that 
have to be repaid in half-yearly instal¬ 
ments within a definite period not exceed¬ 
ing five years. Such term loans will carry 
a rate of intciest which in no case shall 
be less than the rate sanctioned for the 
relative cash-credit limit and the banks 
may at their discretion charge a higher 
rate not exceeding the ceiling rate fixed 
for bank advances to encourage an early 
liquidation of such loans. Banks have 
been further advised that they should 
make suitable provisions in their contracts 
for the working capital term loans for 
charging penal interest in the event of any 
default in the timely repayment of these 
loans. 

The demands for ad hoc or temporary 
limits in excess of the sanctioned limits 
are to be met through separate demand 
loans or non-operable cash-credit ac¬ 
counts. The interest charges on such 
accommodation will be one per cent per 
annum more than the normal rate on the 


sanctioned limits. Borrowers are to be 
discouraged from asking for ad hoc or 
temporary limits. In certain exceptional 
circumstances, for instance natural cala¬ 
mities, banks may not charge any addi¬ 
tional interest. 

Another innovation that has been made 
is that banks will henceforward fix sepa¬ 
rate limits for normal non-peak level and 
peak level credit requirements of a bor¬ 
rower. They will indicate the period 
during which the separate limits would 
be utilised. If, however, there is no pro¬ 
nounced seasonal trend, peak level and 
normal requirements would be treated as 
identical and limits fixed on that basis. 
Peak level and non peak level concepts 
will apply not only to agriculture-based 
industries such as tea, coffiie, sugar, jute, 
vegetable oils etc, where the input and 
output is seasonal, but also to certain 
consumer industries such as those pro¬ 
ducing fans, refrigerators, etc, where the 
demand may have pronounced seasonal 
tendencies. 

An Important Criterion 

One of the important criteria for decid¬ 
ing the normal non-peak level and peak 
level requirements would be the borro¬ 
wer's utilisation of credit limits during 
such periods in the past. In respect of 
accounts covered by the credit authorisa¬ 
tion scheme, the relevant forms would 
provide for assessment of the peak level 
requirements separately. Banks would 
indicate clearly the working of the maxi¬ 
mum permissible bank finance of the bor¬ 
rowers during such peak level periods and 
non-peak level periods separately and 
sanciions would also specify separately 
such limits and their duration. 

Within the limits sanctioned for peak 
level/non-peak level periods, the borrower 
will have to indicate, before the com¬ 
mencement of each quarter, the require¬ 
ments of funds during that quarter (that 
is the operative limit). 


The excess and under-utilisation of the! 
operative limit beyond the tolerance limit' 
of 10 per cent is to be treated as an irre¬ 
gularity in the account, indicative of 
defective planning by the borrower and 
the banks will have to take corrective 
steps to prevent recurrence of such irre¬ 
gularities. 

All borrowers with credit limits over 
Rs 50 lakhs will have to submit quarterly 
returns. Hitherto, this stipulation wa^ 
there only in respect of borrowers with- 
credit limits of over one crore of rupees; 
All borrowal accounts with working cap^^ 
tal credit limits of over Rs 10 lakhs will 
be reviewed at least once a year. 

Severe Panalties i 

i 

f ailure to submit returns within thf 
prescribed time limit by the borrower^ 
would attract sever penalties and punishf 
ment: penal interest of one per cent oi- 
the total outstandings for the period o 
default and even freezing of the account 
Not only this action taken by one bank 
against such a defaulter would be indica¬ 
ted to the other concerned banks for tak¬ 
ing similar action but also no fresh limit; 
will be granted to such defaulters. Nc 
bank will extend any credit limit to t 
large borrower who is already enjoying 
limits with other banks, without the con¬ 
currence of the existing bankers. 

Commercial banks have been directec 
by the Reserve Bank that they should ex 
lend at least 50 per cent of the cash-credr 
limit against raw materials to manufaci 
turing units both in the private and th^ 
public sectors by way of drawee bill: 
only, for the time being, this formult 
would be confined to borrowers having 
aggregate working capital limits ofov i 
Rs 50 lakhs from the banking system. 

The sick units under nursing or when 
rehabilitation measures are under activ 
consideration of banks would not h 
covered by new norms for ad hoc an< 
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‘^mporary limits (in excess of the sanc- 
;,ioned limits) and borrowers contribution 
towards working capital. 

! The recommendation of the Chore 
! roup that drawings less than or in excess 
'.if the operative limit so fixed (with a 
olerance of 10 per cent either way) but 
lOt exceeding sanctioned limit should be 
harged additional interest of two per 
xnt per annum over the normal rate, has 
lot been accepted in view of the practical 
liniculties which might be encountered 
oy borrowers and banks. 


Global Inflation and 
Developing Countries 


FICCI ORGANiSho a seminar last week on 
global inflation and its impact on deve- 
oping countries. Sir Alee Cairncross was 
:he chief-gucst. He drew attention to 
lOw the present inflation was different 
from the one that prevailed during the 
sixties: while then inflation had been 
iccompanied by economic growth, now 
X is being accompanied by recession. 
This, along with the tight monetary 
policies, was generally impeding growth 
of economic activity. Also, the pro¬ 
tectionist policies of the developed world 
was resulting in a shrunken market for 
exports from the developing countries, 
causing them to face severe payments 
deficits. To make matters worse, the 
demand for labour in West Asia was 
generally on the decline, in consequence 
of which, a nijijor prop of the seventies 
—inward remittances—were declining 
sharply. Thus, the only way out for 
countries like India was to increase ex¬ 
ports, not only to the West, w'hcrc 
demaad would depend on internal 
policies, but to other developing coun¬ 
tries. 

Somewhat more interesting than the 
ensuing discussion, which tended to rc- 
||eat well-known prescriptions, is the 
background paper prepared by FiCCI. 
It contains a wealth of information on 
the current inflation and its impact on 
developing i^untrics. For example, it is 
'jntcrestilig|p learn that the rate of price 
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inflation in non-oil developing countries 
has not come down below 20.3 per cent 
since 1973 and that in 1979 it touched 
29.1 per cent. Even if certain hyper¬ 
inflation countries are excluded, the 
rates vary between 13.3 and 23.3 per cent, 
which is cold comfort indeed. 

On growth rates, the paper reveals a 
similarly dismal picture. The rates bet¬ 
ween 1974 and 1979 have varied between 
an average of 4.4 and 5.5 per cent, which 
is pretty bad going. In the five years 
preceding 1973, the average rate of 
growth of non-oil developing countries 
was 5.9 per cent. For India, the price 
inflation during 1973-78 was relatively 
low at 10.5 per cent, but growth at 4.9 
percent was lower still. It must, how¬ 
ever, be remembered that bolli, low rates 
of inflation and relatively decent rate of 
growth were made possible by the extra¬ 
ordinary good luck we had with the 
monsoons during 1975-78. The table below 
shows the rates of change in real GDP, 
consumer prices and money supply in 
India during 1967-78. Similar tables 
have been worked out in the paper for 
23 countries. 

Terms of trade too have gone against 
non-oil developing countries in all but 
two of the six years following 1974. 

Rates of Change of Real GDF, Consumer 
Prices and Money Supply for India 


(Per cent change over previous year) 


Year/ 

period 

GDP at 
constant 
prices 

Consumer 
price index 

Money 

Supply 

1967 

8.6 

13.4 

8.2 

1968 

2.8 

3.0 

8.3 

1969 

6.3 

1.7 

9.8 

1970 

5.6 

5.1 

10.8 

1971 

1.5 

3.3 

12.7 

1972 

- 1.1 

5.2 

12.7 

1973 

4.9 

17.8 

16.5 

1974 

1.0 

27.8 

14.3 

1975 

9.7 

5.6 

8.1 

1976 

1.5 

—7.8 

15.5 

1977 

8.1 

8.5 

18.1 


Source: Federation of Indian Chambers 
of Commerce & Industry. 


Similarly, the growth rates of exports 
have been generally low except during 
1976 and 1978. The average, however, 
was not significantly different than during 
1962-72 and has tended to be in the 
region of 7.3 per cent. The rate of change 
of unit value of exports also declined 
sharply after 1974—^from 33.5 per cent 
to —3.0 per cent in 1975, before recover¬ 
ing moderately toll per cent in 1977. 
In 1978, it again dropped to 3.0 per cent 
but in 1979, it was 12.5 per cent. The 
unit value of imports, on the other hand, 
has been consistently higher. 

On the whole, the picture that emerged 
from the conference was that inflation is 
here to stay and that concerted elTorts 
will have to be made towards increasing 
exports and transferring resources from 
the oil rich countries to developing 
countries. Predictably, the question of 
how this is to be done was left out. Pre¬ 
sumably, FICCI will organise another 
seminar to go into this. 


Lie Investments 


NoTWiTii.si ANDING Till; increase effected 
in the recent years by the l ife Insurance 
Corporation in the annual bonus on with- 
profit policies, the dissatisfaction of the 
holders of these policies is not unjustified. 
The increases in bonus have not only 
been modest but also irregular. The pre¬ 
mium rates for such policies, especially 
the endowment ones, too have not been 
scaled down any significantly as has been 
done in the case of whole life profit- 
sharing or without-profit policies. The 
last year's revision, in fact, raised the 
premium rates for some of the popular 
policies such as money-back policies and 
profit-sharing endowment policies taken 
between the ages 30 and 45 years for 
Rs 10,000 sum assured and between 
25 and 45 years for Rs 20,000 sum assur¬ 
ed, both for a term of 15 years. 

Life insurance as a mode of saving, 
thus, has become an unattractive pro¬ 
position. Its main virtue remains in the 
coverage of life risk. The erosion that 
takes place in insurance savings as a sequel 
to inflation is much more pronounced 
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than in the other avenues available—term 
deposits with banks, public provident 
fund, unit trust, company depOMts, etc. 
Against this backdrop, the plea of the 
Era Sezhiyan Committee, which last year 
went into the working of the LlC, that 
the patrern of investments of this corpo¬ 
ration should be changed so as to yield 
an overall average gross return of at least 
10 per cent, comparable lo the yield from 
investments in public provident fund, 
deserves endorsement. Along with the 
measures suggested to contain manage¬ 
ment expenses and to restrict the dis- 
bursements to Government as dividend on 
the share capital, an increase in the gross 
return on investments to 10 per cent 
should go some way to redress the griev¬ 
ance of profit-sharing policy holders. 

Pertinent Observation 

Very pertinently, the committee has 
pointed out that “the statutory frame¬ 
work laid down for investment of life 
insurance funds is not in conformity with 
the basic principles that should govern 
^ the investment of life insurance funds 

.and also the objectives accepted 

by the corporation relating to investment 
of its fund’*'.” With a view lo enabling 
the 1..IC lo compete with the other savings 
media and earn somewhat higher return 
on its investments in comparison with 
the other media in view of its built-in 
comparatively high administrative and 
selling costs, several very useful sugges¬ 
tions have been made by the committee 
for the consideration of the Government 
as they involve policy matters. These in¬ 
clude: 

^ (i) Scaling down the requirement of 
making about 50 per cent of investments 
in Government and other approved mar¬ 
ketable securities to 40 per cent as is the 
case with the investments of provident 
and gratuity funds: investments of the 
LlC in Government securities should be 
restricted to 20 per cent, the same limit 
being applicable to the investments in the 
other approved marketable securities; 

(ii) Grant of loans for socially-oriented 
projects, which have to aggregate to 
^bout 25 per cent of the invcstible funds 
of the Lie, at the market rates of interest 
for such loans determined from time to 


time by the Controller of Capital Issues in 
the case of debentures and the consortium 
of financial institutions in the case of term 
loans, as against the present practice of 
differentiating between loans to Govern¬ 
ment, loans which are guaranteed by 
Government and loans which are granted 
to public sector institutions like the State 
Electricity Boards on the security of a 
mortgage—at besi, a differential of half 
a per cent may be retained for loans to 
Government and scmi-Govcrnnienl insti¬ 
tutions bscau.se of the implied Govern¬ 
ment guarantee; 

(iii) Restricting, by and large, Ihc 
participation of the LIC in linancing of 
new projects in the corporate sector to 
term loans to linancially viable projects; 
and 

(iv) Increasing the investments of the 
LIC in housing—both residential and 
commercial—subject to the condition that 
the net return on such investments, after 
taking into consideration the expenses 
involved, is not less than what is obtain¬ 
able on comparable investments in the 
socially-oriented .sector. 

No Blanket Ban 

The committee, of course, has not sug¬ 
gested a blanket ban on underwriting by 
the LIC of the equities of new projects. 
Thi.s, it has recommended, should be al¬ 
lowed on a Selected basis in cases where 
an existing company, wcll-managcd and 
successful, goes in for further equity capi¬ 
tal for financing an expansion or a new 
project The committee has noted that 
the investments of the LIC in the corpo¬ 
rate sector by purchase of shares from 
the market have been generally very satis¬ 
factory and the capital appreciation on 
such invc.stnicnls has enabled the corpo¬ 
ration to offset to some extent the depre¬ 
ciation on its investments in Govcrnmcni 
securities. The experienee of underwriting 
of equities of new pri>iccts, however, has 
not been gratifying, presumably because 
many projects have been delayed in im¬ 
plementation or have unduly prolonged 
gestation periods. 

Another very judicious suggestion made 
by the committee is that lo provide some 
hedge against inflation, the concept of 
variable rates of interest should be intro¬ 


duced in respect of long-term investments 
in Government seCUtitlos; loans to 
State Governments and to public and pri¬ 
vate sector institutions for their develop¬ 
ment projects. 1 his concept has already 
been introduced in a limited manner in 
respect of the LIC mortgage loans and 
loans to Slate Electricity Boards. It has, 
therefore, been recommended that it 
should be extended to all long-term com¬ 
mitments where the possibility of any 
capital gains lo offset the effect of infla¬ 
tion is not there. The variable rate of 
interest, it has been suggested, should be 
linked to a suitable index. The nature 
of the linkage, of course, will inevitably 
have lo be different for different forms of 
investments. 

A special J'und, the committee has re¬ 
commended, .should be set up by the LIC 
for the bcnclil of policies which will not 
be eligible for income-tax relief. The 
whole of this fund, it lias suggested, 
should be placed in a special deposit ac¬ 
count with the Government carrying a 
rate of interest ol‘ two per cent more than 
what is available currently on national 
savings certificates of seven-year term. 
The rale of return on such deposits as 
well .should be variable and as and when 
the interest rate on national savings certi¬ 
ficates is changed, a similar change should 
be made in the rale of interest available 
on this fund, subject to a certain mini¬ 
mum rate being guaranteed. 

Investment function 

The committee has not agreed 
with the suggestion that the whole 
of ordinary life fund, except for a 
portion to be retained (or loans to 
policy-holders, should be handed over 
lo the Government on a guarantee of a 
reasonable interest. The commiKec has 
expressed the view that the LIC should 
be allowed to continue the management 
of its investment function, subject to the 
modifications in the investment policy 
suggested by it. 

Very appropriately, the committee has 
observed that the LIC should not be 
viewed as a developmental organisation. 
It has its obligations to the policy-holders 
whose savings with it ought to yield rc- 
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turns comparable to those available from 
the other competing media—of course, 
allowing for the risk cover in these 
savings. 


Drug Prices 


The Government is likely to increase 
drug prices based on costs that obtained 
in August 1980. (The price increases that 
were announced a few months ago for 
some drugs were based on 1979 costs.) 
The impending price revision is long 
overdue. I'he price increases granted 
earlier were mainly for drugs being manu¬ 
factured by public sector units. These 
price revisions as well as the forthcoming 
one will be under the new Drug Price 
Control Order (DPCO) of December 1979, 
which is yet to be fully implemented. 

Meanwhile, where the drug industry is 
concerned, the impact of the recent price 
hikes on profitability has tieen minimal. 


The main difficulty arises over the mark¬ 
up on category III drugs, which account 
for 45 per cent of total turnover. For 
this category, the industry would like to 
have at least a 100 per cent mark-up. The 
Government is willing to allow only 60 
to 100 per cent and this is where the bone 
of contention lies. The Government pro¬ 
poses to allow upto 100 per cent mark-up 
on single ingredient and standard com¬ 
position drugs, and 60 per cent on the 
rest. The industry will not be satisfied by 
this. A firm decision is likely to be forth¬ 
coming soon. 

The entire question of administered 
drug prices has become absurd and farci¬ 
cal. More than half of BICP’s time is 
taken up in fixing the prices of over 
25,000 drugs and it is still unable to 
handle the paperwork. It is unclear as to 
why the Government cannot simply fix a 
profit ceiling and let the prices take care 
of themselves. Tne fact that the interests 
of weaker sections need to be protected 
does not logically imply that the prices of 
85 per cent, i.e. of over 20,000 drugs 


should be administered. In consequence 
of the unremunerative drug prices, many 
drugs are in short supply, and investment 
in this industry is not forthcoming in 
sufficient quantity. 

As it is, the drug industry is apprehen¬ 
sive that if the cost escalations are not 
fully compensated, some companies will 
go into the red. A case in point is the 
increased price of sugar. Since December, 
1979, there has been a nearly 30 per cent 
increase in the price of levy sugar to 
which drug manufacturers are entitled. 
Similarly, various input and other costs 
have risen. Even if the Government con¬ 
tention that the manufacturers should 
spend less on frills is accepted, the case 
for a realistic pricing policy cannot be 
overlooked. One result of the inadequate 
mark-up is that the trade discount to the 
wholesaler and retailer is low. As a re¬ 
sult, the stockists in district towns do not 
find it worth their while to stock slow- 
moving drugs. Various other distortions 
of this kind take place leading to a self 
defeating situation. 
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Window on the World 


Looming 


“The elections arc over, 

“The voter’s job is done; 

Returns are now completed 
And we know who has won. 
Political stars have risen 
While others are on the wane, 
And what was promised won’t 
Be heard till the next campaign”. 

This virsifild cynieism appeared in The 
Wall Street Journal on November 5, the 
day after Mr Ronald Reagan had won his 
sweeping victory. And it is easy to back 
it up with examples from the recent past. 
To cite the most glaring ones, Lyndon 
Johnson campaigned against Barry 
Gold water as a peace candidatde¬ 
nouncing him as a wormonger; after 
winning the election he escalated the 
Vietnam war rapidly to a savage height. 
Richard Nixon won the election in 1968 
on the plea that he had a secret plan to 
end the war; but once installed in the 
White House, he extended it to devastate 
Laos and Cambodia while furiously 
bombing North Vietnam. To facilitate 
his reelection he did not hesitate to ride 
roughshod over the cherished principles 
of his party; and so, in August 1971, he 
imposed a wage-price freeze, later re- 
, placed by controls, floated the “almighty” 
dollar allowing to sink freely, and clamp¬ 
ed down a 10 per cent surcharge on 
imports. Car didate Carter campaigned 
in 1976 swearing that he would never 
tolerate a policy that created recession 
and unemplo;. nicni to c'?rb inflation. 
Yet, a few years later he ended exactly by 
doing that, which, perhaps more than 
anything else, was responsible for his 
defeat. 

By contrast, it seems Mr Ronald Reagan 
is slicking stubbornly to his basic 
campaign promises regarding: a 30 
per cent tax cut in three years; enlarg¬ 
ing defence spending, yet trimming the 


T Sudhir Sen 

JL vTo 

tor Reaganomics 


overall federal budget; fresh incentives 
for saving and investment, relief to 
business through accelerated depreciation 
and relaxation of burdensome federal 
regulations, in addition to corporate tax 
cuts; renegotiating SALT-II with the 
Soviet Union while launching on a huge 
nuclear arms programme: and balancing 
the budget by 1982. During the cam- 
paig.n a heated debate raged about these 
promises. President Carter called them 
naive and wild. When asked how cjuld 
Mr Reagan achieve all his objectives and 
yet balance the budget, the independent 
candidate John Anderson replied laconi¬ 
cally: “With mirrors”. 

Majority View 

This mirrored also the opinion of the 
majority of Mr Reagan’s own advisers, 
who, moreover, included such veterans 
as George P. Schultz, Vice-President of 
Bechtel Corporation and Chairman of 
Mr Reagan’s 13-mcmber Economic Policy 
Coordinating Committee; Arthur F. 
Burns, former Chairman of the Federal 
Reserve Board; William Simon, Treasury 
Secretary in Ford Administration; Alan 
Greenspan, former Chairman of President 
Ford’s Council of Economic Advisers; 
Mr Walter B. Wriston, Chairman of the 
First National City Rank of New York, 
who was at one time seriously consider¬ 
ed for the post of Treasury Secretary but 
was unable to accept. They were all 
unanimous on two points. A tax cut to 
stimulate saving, investment and pro¬ 
ductivity is desirable, even essential, in 
their view. However, they insisted that 
it should be considered only after^ and 
not before, the budget was balanced 
through enough spending cuts. Budget 
deficits inflated by tax cuts would fuel 
inflationary expectations and make things 
worse, they warned. 


Federal Reserve Chairman, Mr Paul- 
Volker. has sounded several warnings on® 
the same lines. A “powerful” case can*^ 
be made for cutting taxes, he admitted;^ 
“well structured tax relief” could help* 
increase investment and productivity. 
But tax cuts, in his judgment, must be* 
offset by spending reductions. Before^ 
he joined the “taxpayers revolt in the' 
name of anti-inflationary policy**, he 
wanted to emphi.sise what he called “thci 
necessary corollary’*, namely, “We can-, 
not proceed without concern about the: 
size of ihc deficit. Prudent tax reduc-* 
tion, in the end, depends on expenditure 
restraint. 

Some of the President-elect's advisers, 
especially Representative Jack Kemp, 
Republican upstate New York and 
California economist Professor Arthur 
Laffer, have been recommending to him 
to cut taxes even if this involved the risk 
of enlarging the deficit in the short run. 

Critical Impact 

This, according to Mr Volker, would 
be a “mistake”. It would frustrate the 
Fed’s current policies of monetary 
restraint to cut inflation and allow for 
economic growth, and would feed the 
inflationary expectations of “sceptical” 
Americans who have lost faith in the 
Government’s ability, even willingness, 
to fight inflation with sound policies on 
a sustained basis. Great significance, 
therefore, attaches to the pending fiscal 
decisions of the incoming administration. 
It could send “the strongest kind of 
message” to the American public which, 
according to Mr Volker, would have a 
“critical impact”, positive or negative, on 
the performance of the American econo¬ 
my and the financial markets. 

Even in the Congress warnings have 
been sounded against hasty tax-cuts. 


eastern economist 


25 


JANUARY 2, m\ \ 



I Big Libyan Order for Japanese Firm | 

j Kobe Steel Ltd of Japan announced that the Libyan Government has \ 

aw arded the Japanese compdny a contract w^orth about Y160 million to con- 
struct, on a full turnkey basis, a steel bar [wire rod mill, a section mill and non- 
production peripheral facilities for the Misurata Steel Complex, which ii’ 
planned to come on stream by 1085 in Misurata, on the Mediterranian Sea, 

I approximately 250 k ilometres east of Tripoli. 

As well as all the non-flat steel rolling mills, such peripheral facilities 
as oxygen generation plants, liquefied petroleum gas storage facilities, the 
testing centre, and the central supervisory and control centre of the Misurata 
Steel Complex will be built by Kobe Steel. 

I The contract calls for Kobe Steel to provide the engineering, supply of 

I equipment, field construction work, training of local operators, and supply of 
I staff to direct operations of the plants. 

The Libyan Government projected the Misurata Integrated Steel Com- 
plex as the main part of its economic development plan. The steel complex 
I will consist of two 600M00-mctric-ton-per year (mtpy) direct reduction plants, 

I a stechnaking shop having an annual capacity to produce 610,000 metric tons 
I of billets and 650,000 metric tons of slabs, a 400,000-mfpy barjw'ire rod mill, 

I a 120,000 mtpy section mill, a 580,009‘mtpy hot strip mill, and a 140,000- 
[ mtpy cold strip mill Approximately Y800 billion will be required for the 
j big project. 


especially a la Kemp-Roth by 10 per cent 
in each of the next three years in an 
across-the-board fashion. For example. 
Senator Bob Dole of Kansas, who was 
a Republican presidential candidate in 
1980 and is .soon going to be the Chair¬ 
man of the Senate Finance Committee as 
successor of tlie Democratic Chairman 
Russell B. Long, expressed misgivings 
about Mr Reagan's tax-cutting plan on 
the ground that it would be inflationary. 

Sceptical Democrats 

Senator Robert C. Byrd, Democrat of 
West Virginia and the outgoing majoriry 
leader of the Senate, has expressed 
“qualms" about Reagan's economic 
thinking even more forthrightly. He 
does not believe that Mr Reagan can keep 
his promise to reduce Government spend¬ 
ing by 7 to JO per cent by Jys4 or FJ85, 
enact the 30-pcr cent tax-cut over three 
years, dramatically revamp the depre¬ 
ciation schedule for business, index 
personal tax rales once the 30 per cent 
individual rates are in place, support a 
stable and predictable monetary policy, 
and do all this while boosting the defence 
spending, already 24 per cent of the 
total budget, by more than five per cent 
annually in real terms, but without tak¬ 
ing back “necessary entitlements", al¬ 
ready granted to the American people, 
such as Social Security and Medicare. 
If Mr Reagan persisted in cutting taxes 
on the scale he has promised, he could 
‘‘preside over enormous budget deficits"; 
and inflation, already raging at 10 per 
cent, could go higher still. The Senator, 
therefore, made two recommendations: 
reject the “fiscal radicalism of the Roth- 
Kemp tax cut", and formulaic an cIVcc- 
tivc and fair incomes policy to break the 
wage-price spiral that threatens to be 
even more vicious next year. 

All this sounds reasonable, if not un¬ 
exceptionable, but not to the zealous 
tax-cutters in the Reagan camp headed 
by Messrs Jack Kemp and Arthur LafTcr. 
They arc not oppo.scd to tax cuts; indeed, 
they even favour them, but what they 
reject is the idea that budget cuts are 
needed to compensate for the potential 
revenue loss from a tax cut. The present 
income tax rates, they passionately argue, 
arc so high, and have become such a 


powcjful disincentive to productive 
cllort, that a 30 per cent reduction in 
personal taxes would result in a major 
increase in the output of real goods and 
.services, and Ihercforc also in revenue 
receipts. Lvcr-ebullicnt Jack Kemp sums 
it up by saying that “the income tax is a 
lax on production" and believes that he 
has made some progress in swaying the 
old-time Reagan advisers to his way of 
thinking. 

They have also reinforced their posi¬ 
tion by making some quick statistical cal¬ 
culations, taking their cue mainly from the 
St natc Budget Committee (SBC). The SBC 
estimates that receipts under the existing 
tax law would grow to $1,102 billion in 
1985 from the current level of around 
$600 billion; expenditure under recom¬ 
mended programmes would be $920 
billion, and this would leave a surplus of 
SI82 billion. Mr Reagan's advisers have 
estimated that cutting waste and fraud 
out of expenditures and controlling the 
growth of spending would reduce expen¬ 
ditures by at least $64 billion. The tax 
cuts they have proposed would increase 
economic growth enough to add $39 
billion to the revenue. This would give a 
total surplus of $285 billion less the re¬ 


venue loss, esliinated at $192 billion, 
from the propo.sed tax cut or a net sur¬ 
plus of $9.3 billion. 

Given these figures, it seems there 
should be no problem; that after all the 
circle could be squared and the Reagan 
administration could eat its cake and 
have it too. What should not be over¬ 
looked, however; is that all these esti¬ 
mates are just that —estimates. They are 
based on a whole set of assumptions 
which arc by no means inhilliblc. For 
example, the SBC estimates assume that 
the price level will rise by 52 per cent 
during 1980-85, or at an average rate of 
8.7 per cent a year. This may or may 
not be the case, nor is it likely to be 
acceptable to the new administration 
which has expressed a determination to 
bring it down. If it succeeds in doing so, 
both receipts and expcrdilurcs will be 
lower than the SBC's estimates, but the 
receipts will be lowered relatively more 
than the expenditures because of the pro¬ 
gressive character of the lax system, and 
this would reduce the surplus. The SBC 
revenue estimates also assume that the real 
GNP will rise by an average annual rate of 
3.5 per cent during 1979-85, which was 
the actual growth rate during 1973-79. 
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Again, real growth in the next five years 
may not be as fast as in the recent past, 
in which case the revenue receipts will be 
correspondingly lower. It is significant 
that the Treasury forecasts, based on 
different assumptions about inflation and 
real output, depict a less rosy budgetary 
outlook. 

Hopeful Schultz 

Trying to reconcile the conflicting 
views, Mr George Schultz from his vantage 
point of Mr Reagan’s Chief Economic 
Adviser summed it all up as follows: “Wc 
felt we were able to get three objectives— 
tax cut, increased defence spending and a 
balanced budget- reconciled without 
having to make a heroic assumption 
about reflows”. But then he hastened to 
add a characteristic caveat: “If it hap¬ 
pens we’ll all be delighted, but shouldn’t 
assume it will happen and put all our 
chips on its happening”. 

The outgoing Treasury Secretary, Mr G. 
William Miller, recently expressed a simi¬ 
lar view, “There will be a day, we hope 
soon”, he said ‘‘when our economy is 
working better and showing progress and 
revitalization when wc can embark upon 
a programme of reducing taxes for 
Americans.” 

But Mr Reagan's younger and uncon¬ 
ventional advisers would have nothing of 
the sort; if anything, it only infuriates 
them because they treat it as not only 
erroneous, but dangerous. In Ihcir view 
cutting taxes is the only way to stimulate 
the economy and get out of the present 
morass. That is also the only way the 
budget can in the end be balanced. Insist¬ 
ing on a balanced budget as a precondi¬ 
tion for tax-cutting errs because that pre¬ 
condition, they feel convinced, will never 
be satisfied. It can only produce a deeper 
recession, bigger budget deficits, and a 
worse economic mess. Representative 
Kemp is rebelliously rejecting the tradi¬ 
tional view, has rcaifirmed his commitment 
to the Kemp-Roth tax-cutting plan, and 
has promised to continue his crusade, 
singlehandcdly if necessary. For, he 
believes that if budget-cutting “is the 
primary or exclusive focus of the initial 
fiscal package, the ball game will be lost.” 
He has a powerful supply-side ally in 
Representative David A. Stockman (R., 


Michigan) who has issued a manifesto 
warning of an impending “GOP Fco- 
nomicDunkirk” if it hews to the tradi¬ 
tional path. 

For some time a battle has been raging 
for Mr Reagan’s mind between the old- 
time economists and the maverick supply- 
side advocates. Who will win out? So 
far Mr Reagan has shrewdly refrained 
from officially taking a side. At the same 
time he has repeatedly indicated that he 
stands four square by his economic goals 
and will do all that he can to realise 
them. A substantial tax cut remains his 
foremost priority, and he has announced 
that he would take action on it within 
the first twenty-four hours of his presi¬ 
dency. This means that at heart and in 
hi.s own thinking he is very much with 
the supply-siders, and has tacitly left it to 
them to turn the old-timers as far as pos¬ 
sible to their way of thinking. 

The fact is that this giant thrce-trillion- 
dollar economy offers far more leeway to 
accommodate Mr Reagan's triple objec¬ 
tives—of tax-cutting, budget-trimming 
and higher defence spending than the 
traditional economists with their pet pre¬ 
mises and a priori reasoning are apt to 
realise. It would, to say the least, be 
premature to write off Reaganomics and 
conclude that he cannot redeem his cam¬ 
paign promises. 


The Ailing DM 


Supporters of the dollar in the past 
decade have produced an impressive 
array of arguments why it should be 
strong. 

The USA is the greatest economic and 
military power in the West, the dollar is 
a major international reserve currency 
and has high purchasing power at home. 

Yet despite these factors the dollar has 
consistently lost ground against other 
currencies. In the past ten years, its 
value against the deutschemark has 
slumped from DM4.20 to about DM1.70. 

Thcie were fluctuations along the way, 
with occasional rises in value, but the 
overall trend was unmistakably down¬ 
ward. 


This shows that however many experts 
bewail a currency being undervalued, 
no change, no revaluation speculation 
occurs unless there are definite data to 
underpin such moves. 

The West German Bundesbank is get¬ 
ting some dubious advice on this subject. 

Even if it did not spend a single dollar 
to support the deut.schcmark, there would 
be no revaluation speculation on the 
basis of the exchange rate alone. 

A second, technical factor comes into 
play here. For the sake of Franco- 
German friendship a European Monetary 
System (EMS) was set up. 

This means that the currencies of 
member countries can no longer float 
freely. The national banks arc obliged 
to intervene as soon as their currency 
breaks out of ihe upward or downward 
limits. 

Out of Action 

This puts an important economic re¬ 
gulator out of action. And in practice 
changes in the value of the dollar against 
FMS cuirencics, the deutschemark for 
instance, have a serious effect w'ithin the 
EMS too. 

A weakness in the deutschemark 
caused by the dollar can lead to support 
operations for the deutschemark within 
the EMS. 

This explains the at first sight appa¬ 
rently futile efforts of the Bundesbank 
to keep the deutschemark’s value against 
the dollar at a reasonable level by selling 
dollars. 

This raises the question of a devlaua- 
tion of the deutschemark against .some 
of the I‘MS currencies, certainly against 
the French franc. Perhaps, indeed, the 
entire EMS system ought to be reformed. 

The exchange rale alone can solve 
nothing. Of cour.se we would very easily 
trigger off a wave of deutschemark re¬ 
valuation speculation. 

This would happen very soon, for ex¬ 
ample, if international currency dealers 
saw signs of an improvement in the West 
German balance of payments. 

Even slight signs of a reduction would 
be enough -all the more so as the second 
fundamental clement, inflation, is in 
West Germany’s fiivour. 

After Switzerland, West Germany ha.s 
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the lowest inflation rate of any industrial 
country. 

Many observers, including Bundes^ 
bank President, Karl Otto Pohl, and his 
predecessor Otmar Emminger, believe 
that the low inflation rate alone will in 
the long run be enough to get the inter¬ 
national value of the deutschemark ris 
ing again. 

One cautionary note must be sounded 
here. Current data will not necessarily 
be valid in the future. West Germany’s 
balance of payments deficit is still young. 
Its negative effects have not yet fully 
filtered through. 

Imported Inflation 

A continuing balance of payments de¬ 
ficit inevitably means more imported in¬ 
flation. In other words it would be almost 
too good to be true if West German 
inflation rate remained low in the next 
few years and there was a large deficit. 

West Germany is at the beginning of 
a vicious circle, it is essentia] for it to 
break out as soon as possible. A reduc¬ 
tion in the balance-of-paymcnts deficit 
should be the number one economic 
priority from now on. 

Of course the overall balance of pay¬ 
ments can be brought out of deficit by 
sacjificing currency reserves or making 
debts abroad. But there are limits here 
too. 

This is all too obvious in the case of 
reserves, which have sunk to two-thirds 
of their original level within a year. 

As for West German capital balance, 
there are two other negative factors: 

1. The more a country stays in deficit, 
the more defficult and the more expen¬ 
sive borrowing money abroad becomes; 

2, When a currency grows soft, capital 
starts to leave fast. 

Of course someone who buys dollars 
for DM1.80 and, after the deutschemark 
has been devalued to SI.90, sells them, 
has made a fine profit. But this leads to 
capital export^ the opposite of what is 
economically desirable. 

International investors, however, are 
doing precisely this now, especially as, 
to make matters worse, interest rates 
abroad arc higher than in West Germany. 

This means there are two temptations: 
higher interest and the chance of making 
a profit on exchange rates. 

i 
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If the Bundesbank lowered interest in 


equal-*-K>r a htgfier---4ti(noatit of soft^m 


these circumstances, it would be agggra- 
vating the problem, as the number of 
investors sending their capital abroad 
would only increase. 

The same holds for increasing liquidity, 
which would also benefit capital expor¬ 
ters. This is a bitter pill to swallow in 
view of the slowing economy but it is an 
inescapable fact. 

The Bundesbank is now in a compara¬ 
tively favourable position, as production 
and employment will remain stable for 
some months to come. 

'then the dilemma will come and the 
Government will have to think of at 
least putting supporting measures on the 
agenda. 

Courtesy : Suddcutsche Zeitung 


Pakistan Seeks 
Debt Rescheduling 


The World Bank’s Aid-to-Pakistan Con¬ 
sortium is likely to meet this month to 
consider the outstanding Pakistani request 
to reschedule its old foreign debts. A 
meeting of Pakistan's foreign creditors 
which was scheduled to take place in 
Paris on December 16 and 17, had been 
cancelled. 

In the full, special session of the Con¬ 
sortium, all donors of aid to Pakistan 
will be present, including those who have 
already rescheduled their old deb:s. The 
meeting at this wider forum was expected 
to have a more favourable view of the 
Pakistani request, compared to a more 
restricted meeting of the creditors only, 
which was originally planned. 

West Germany, Japan and the United 
States are the chief donors of aid who 
have yet to take a decision on resche¬ 
duling. 

Pakistan is seeking debt rescheduling 
between dollar 200 to 250 million a year, 
to ease the pressure on its balance of 
payments. The special session of the 
Consortium at Paris will consider several 
ways and means to provide relief to 
Pakistan, among which rescheduling is 
one of the methods. Another way out of 
the situation can be the provision of an 
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loans to Pakistan, to enable it to continue 
repaying the old debts. 

Pakistan has been asking the Consor¬ 
tium to reschedule the debts almost for 
three years now. When the annual session 
of the Consortium was held in Paris in 
June this year the donor countries asked 
Pakistan to negotiate the question first 
with the International Monetary Fund 
(IMF) as part of an aid package to be 
provided to this country by the Consor¬ 
tium members, the World Bank and the 
IMF. The negotiations between Pakistan 
and the IMF have now been concluded 
clearing the way for the Consortium to 
act on Islamabad’s request. 

Pakistan is expected to send an official 
delegation to participate in the special 
session of the Consortium. The annual 
pledging session of the Consortium will 
take place in June, 1981, as usual. The 
United States is likely to propose a one- 
year moratorium on repayments of inte¬ 
rest and principal, amounting to an 
estimated 200-250 million dollars, for 
Pakistan. 

The propo.sal will be made at the forth¬ 
coming meeting of the member countries 
of the Aid to Pakistan Consortium. Other 
donor nations, including West Germany 
and Italv, have already indicated that 
they were withholding the approval of 
rescheduling only till the US signalled 
agreement. 

IMF Monitoring 

Following the decision of the Interna¬ 
tional Monetary Fund (IMF) to provide 
loan to Pakistan, a high-level committee 
assisted by the IMF experts is expected 
to monitor Pakistan’s economic perfor¬ 
mance and the implementation of financial 
reforms proposed by the IMF, so that 
Pakistan’s position for aid can be renew¬ 
ed yearly. 

It may be recalled that the Governor 
of the State Bank of Pakistan, Mr A.G.N. 
Kazi, had said recently that he expected 
the IMF loan to be followed by a loan 
from the World Bank under its structural 
adjustment programme for helping deve¬ 
loping countries overcome the impact of 
higher oil prices. 

Pakistan’s oil import bill which was 
one billion dollars is expected to rise to 1.5 
billion dollars by the end of next June. 
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Point of View 


Leadership in Managers 

The problem of how the modern manager can be democratic in his 
relation with subordinates and at the same time maintain the 
necessary authority and control In the organisation for which he is 
responsible has come into sharp focus in recent years. The author 
avers that a new concept called group dynamics has emerged which 
focuses attention on members of the group rather than on the leader. 
In the face of problems related to motivation and human reiations, 
the ieader has to reduce his own power and make it possible for 
group members to set their own goals and seek methods of their 
fulfilment. 


For M4NY years, leadcMship was under¬ 
stood almost entirely in teims ol' per¬ 
sonal abilities and raicly as an oigani- 
sational Tunclion. It is now iccognised 
that in modern organisations, leader¬ 
ship is identical with success in i educing 
uncertainty and its I’unclions arc neccs- 
f^arily widely distributed. Since aulhojity 
is also widely distributed, management 
can fill positions in the organisation 
without being totally dependent on 
finding individuals with ccitain pcculiai’ 
leadership abilities. 

J n any organ isal ion I hei e a i e always 
certain forces which often dct?rininc 
the types of lea.dciship to be adopted. 
For example, there arc: (a) foiccs in 
the manager, (b) forces in the subordina¬ 
tes, and(c) forces in the situation. Forces 
in the manager include his value system, 
the level of his confidence in his sub¬ 
ordinates, his own leadership inclination 
and the extent of his feelings of security 
in an uncertain situation. Forces in the 
subordinates include the level of their 
need for independence, their readiness 
to assume responsibility, their toler¬ 
ance for ambiguity and their under¬ 
standing of and identification with the 
goals of the organisation. The foiccs in 
the situation include the type cf or¬ 
ganisation, the clfcctivencss of the gf oup 
within it, the amount of time pitssurc 
being exerted and the nature of the 
problem itself. 

The manager has to take perception 
of these forces and decide on wiiat lypc 
of leadership behaviour he should 
employ for himself. I hc pioblcm of how 
the modern miinagcr can be democra¬ 


tic in his I cl:-lions with subc'idinales 
and at the same time mt-.intain the neces¬ 
sity authority and control in the or¬ 
ganisation foi which he is lesponsiblc, 
has come into shat p focus in icccnt 
years. Fiom Mic social sciences has 
emerged the ctmeept of “group dyna¬ 
mics” with Its r»)cus on niembcis of the 
group riithei ihim solely on the leader, 
hai liej'. the successful executive w^as 
pictuied i.s possessing intelligence, ima¬ 
gination, iinU; live and the rap; city 
to inspiie sub(/rdinatcs. He leiuied Jo 
think of Ihc wo Id as being divided into 
1cadC)S“ ai'd “followcis”. Graduidly. 
later on the impoilance of cinpkycc 
involvement ;piui participation in decision¬ 
making weic underscored. Ihc pro¬ 
blems of im io. tion and human rela¬ 
tions ncccssa’ily threw up challenges 
lo the cificicncy of highly directive 
leadership. ( on sequent ly, the newer 
notions <'f Ici'ilc.ship began lo excit 
their impact. I ci'ders of today have now 
to reduce thci own power dclihcii-tcly 
and make g.oup members responsible 
as fill is possihk for setting their ow'n 
goals ;»nd methods in the fulfilment of 
their tasLs. As ;i natural cotollary to 
this, the modern manager often finds 
himself in ;mi iipcomforlablc state of 
mind. There i=’c limes when he is toin 
between exciting ‘strong’ leadership 
and 'petmissive' leadership. He h;.s, 
therefore, to select from the range of 
possible Iciuictsliip behaviour for taking 
his own actions. 

For example, the manager mayor may 
not give considc ii.tion to w hat he believes 
his subordinates will think or feci about 


Navin Chandra Joshi 

his decisions. Or else, instead of announc* 
ing his decision, he may lake the addi¬ 
tional step of persuading his subordinate,* 
to iicccpt it. As he may have to fact 
M.>me re‘islance, he should indicatt 
what the employees arc likely to gair 
from his decision. Other methods tc 
be adopted by the manager will be (a’ 
to present his ide;«s ;Mid invite questions 
(b) to present u fcni.itivc decision sub 
jccl to change, fc) lo present the problem 
get suggestions and then m;»kc his deci* 
sion, (J) Io define the limits ;:.iul reques 
the group to m;'kc a decision, or (c , 
to pcimit the gtoup to m;ikc decision: 
within prescribed limits. 

Manager’s Responsibility 

In a number of ways, ii manager car 
rch-»c himself to the gioup or individual 
he is supervising. He must expect to b« 
held ivspor siblc by his superior for th« 
quality ol the decisions m;’de even thougl 
opeiiitionally these decisions may havi ' 
been miidc on a group basis. Man; 
relationship problems between boss an< 
subordiiKilcs occur because the bos. 
fails tc'* make clear as lo how' he plan? 
lo use his authosity. It is, therefore 
highly impoiTanl for the manager tc 
be honest and clear in describing wha 
aiUhoMly he is keeping ;ind what rolt 
he is asking his suboidinales to assume 
in solving a peculiar p: ohiem. 

It is i>r ei L'cial impoi litnee to decide 
as lo whitl faelois or fo-ccs should £ 
miuiiJiJcr consider m deciding how tc 
manage. It hits lo uckon vvith three 
(Vices Ml particular, m/., foices in tht 
iniiiiager, fcices in the .ubordinatcs anc 
forces in the siliiifJioii (its menlioncc 
Ciirliei). The manager should as.sess th< 
problems which f.cc him ;'nd determim ■ 
the mode oi kadcrsjiip behaviour whief 
is most appropriate lor him. In an^^, 
case, as the manager ha.s lo work wit!, 
the oigiinisi-.iion on the problems tha 
conic up day to day, his choice of i 
leadciship pattern is usually limited 
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‘ Looking ahead months or even years, 

* he ciin shift his thinking from tactics 
c to iong-rangc strategy. No longer then 
^ need he be fettered by the forces men- 
j tioned above, for he can view many of 
^ them as variables over which he has 
j some control. He will, for example, gain 
j new insights or skills, supply training for 
individiial subordinates and provide parti- 
I cipiitive experiences for his employee 
group. 

And yet, he faces a challenge as re¬ 
gards the point at which he should act 
in the continuum. TJic challenge will 
be met largely on what he wants to 
I accomplish. His objective may be to 
‘ raise the level of employee motivation 
I to increase the readiness of subordina- 
I tes to accept change, to improve the 
I quality of managerial decisions, to 
i develop team-work and morale and/or 
i to further the individual development 


of employees. Experience has shown 
that a foifly high degree of subordinate- 
centred behaviour is associated with 
the accomplishment of these objectives. 
The successful leader then is one who 
is keenly aware of forces which are most 
relevant to his behaviour at any given 
time. He should be able to assess the 
readiness of his subordinates for growth. 
He should also be able to behave appro¬ 
priately in the light of these perceptions. 
If direction is required, he should be 
able to direct; if considerable p:irticipa- 
tive freedom is called for, he should 
provide such freedom. In the ultimate 
analysis, the manager should lend to be 
characterised as neither a strong nor a 
]>ermissivc one. 

There is a basic conflict between 
organisation development and partici¬ 
pative management, if modern manage¬ 
ment principles like unity of command, 


span of management, etc., are to have 
ideal expression in the organisation, the 
management has necessarily to f>erniit 
employees little control over their work- 
a-day world, place tlicm in a situation 
where their passivity rather than initia¬ 
tive would frequently be ex|x?cted, lead 
them to occupy a subordinate position, 
permit them minimum degree of fluidity 
and make them feci dependent on other 
agents like the boss. It is, therefore, 
necessary that in applying the principles 
of delegation and decentralisation, the 
manager requires to achieve an adjust¬ 
ment of attitudes and behaviour piittern 
of .specific individuals ending up with 
a workable adjustment in their relation¬ 
ships. Although such adjustments me a 
normal occurence in a dynamic society, 
yet it takes time for managers to bteome 
adaptable. 


I i Growth Proposals : Need for Quick Disposal 

! 1 P. V. Krishna Rao 


' 1 The author, who is Lecturer, Department of Commerce & Business 
I s Administration, Nagarjuna University, say that the time lag in 
! . disposing of growth proposals of MRTP companies often makes a 
i mockery of corporate financial planning and even may lead to 
^ ^ shelving of proposals by MRTP companies. He believes it is 

necessary to streamline government machinery dealing with MRTP 
I r applications and suggests that the Act itself may be modified to some 
' c extent in accordance with the Sachar Committee recommendations. 


t^NE c)i’ the iTUiin objectives of llic 
' 4onopolics and Restriciivc Trade Prac- 
' tlces Act, 1%9, is to ensure thal the 
' siperation of the economic system does 
ot lead to concentration of economic 
Slower to the common detriment. Chap- 
;r HI of the Act, which is .said to be 
foiiquc and an original contribution of 
hadiu to the anti-monopoly laws of the 
hsorld, contains specific measures for 
Ctthieving this objective, 'flicsc measures 
eoply to four types of undertakings: 


dc 

to; 

ab' 

hii 


An undertaking which has as.sets 
of Rs 20 crofcs or more; 
Interconnected undertakings which 
together have assets of Rs 20 cforcs 
or more; 

A dominant jindcrtaking which has 
assets of rupees one cre re or more; and 
InterconnccLed undertakings con¬ 


stituting a dominant undertaking 
and having aggregate assets of Rs 
one crorc or more.* 


These undertakings are required to 
register themselves with the Central 
Government under Section 26 of the 
MRTP Act. Up to the end of December, 
1978, 1,428 undertakings had been 

registered with the Department of Com- 
p;my Affairs. All the undertakings to 
which Part A of Chapter HI applies 
are required to give a notice to the Cen¬ 
tral Government for substantially cx- 
piinding their activities or for setting up 
new undertakings or for merger, amalga¬ 
mation or takeover.^ In all these cases, 
the (?cntfal Government will give ap- 
roval only after ensuring that the pro¬ 
posed expansion, merger, takeover or 
establishment of new undertaking as the 


case may be is not likely to lead to con¬ 
centration of economic power to the 
common detriment or be prejudicial to 
the public interest in any manner. Where 
it is fell that no such approval can be 
granted without further enquiry, the 
Central Government may refer the pro¬ 
posal to the Monopolies and Restrictive 
Trade Practices Commission for advice 
and on receipt of the report of the Com¬ 
mission, may pass such orders as it may 
think fit. 

In order to avoid delays in disposing 
of these growth proposals by the Govern¬ 
ment, the Act prescribed the lime limit 
within which the growth proposals 
should be disposed of. Under the Act, 
Government, if it wants to refer the 
proposals to the MRTP Commission 
under Sections 21, 22 and 23, should re¬ 
fer them within sixty days from the date 
of receipt of the proposals and the Com¬ 
mission, in turn, should report to the 
Government within 90 days from the 
date on which the reference has been 
made to it. The Government should dis¬ 
pose of these proposals within 60 days 
from the date of the receipt of the Com- 
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mission’s report. AU other proposals 
should be disposed of by the Govern¬ 
ment within 90 days®. 

In this article an attempt is made to 
find out the time lag between the date of 
receipt of the notice for the proposal 
and the date of passing final order by 
the Central Government. Attempt is 
also made to know how far the Govern¬ 
ment/Commission could slick to the 
lime schedule as prescribed in the Act. 

The Government of India passed 410 
orders under Sections 21, 22 and 23 of 
the MRTP Act during the period 1974-7i<. 
Out of these 410 orders, 213 orders re¬ 
lated to Section 21, 160 orders to Section 
22 and 37 orders to Section 23. Out of 
the 410 orders passed by the G(»vern- 
ment, 24 orders were passed aflcr the 
proposals were referred to the MRTP 
Commission and for two orders pas.scd 
under Section 23, the annual reports 
pertaining to the execution of the MRI'P 
Act, which are the main source for this 
analysis, did not specify the dates of 
notice and dates of passing final orders. 

Table I shows the time taken by the 
Government for disposing of 3M growth 
proposals of MRTP companies. Out of 


TABIT; I 

Time Taken by the Government for 
Passing Orders under Sections 21-23 
of the MRT P Act 1974-78. 


Time taken 

Olders 
Passed by 
the Govern¬ 
ment 

Within Three Months 

3 

3-4 Months 

10 

4-5 Months 

20 

5-6 Months 

19 

6-7 Months 

27 

7-8 Months 

22 

8-9 Months 

44 

9-10 Months 

22 

lO-J 1 Months 

37 

11-12 Months 

25 

12-24 Months 

136 

24-36 Months 

15 

More than 36 Months 

4 

Total 

384 


the 384 orders passed, only in the case 
o£ three proposals, the Government could 
stick to the lime schedule as prescribed 
in the Ad. Jn as many as 136 proposals, 
the Government took one to two years 
and in four proposals the time taken 
for disposal was more than three years. 

Table II shows the time taken by the 
Government to refer the 24 growth 
proposals to the MRTP Commission. 
It is surprising to note that not even a 


Tabj i: 11 

l ime Taken by the Goverimient to 
Refer the Proposals under Sections 21-23 
to the MRTP C ommission 1974-78 

1 

T ime taken 

Reference 
to the com¬ 
mission. 

Within one monti) 

_ 

1-2 Months 

— 

2-3 Months 

5 

3-4 Months 

6 

4-5 Months 

3 

5-6 Months 

— 

6-7 Months 

2 

7-S Months 

2 

8-9 Months 

2 

9-10 Months 

— 

10-11 Months 

— 

11-12 Months 

I 

Above 12 Months 

3 

Total 

24 


single proposal was referred to the C'tan- 
niission within the stipulated pei iod and 
three proposal were referred to the 
MRTP Commissi'>n after a lapse of one 
year. 

Tabic 111 shous the time taken by 
the Commission for submitting its re¬ 
ports to the Government after they were 
refcried to it. Not even a single report 
was submitted by the Commission within 
the stipulated period of three months. 
In three cases, the Commission look 
more than one year to submit its re¬ 
ports to the Government. The Govern¬ 
ment, however, has taken still longer 
time to give its decision even when 
detailed enquiry reports of the Com¬ 
mission were in its hands. In 11 cases 


Table 111 

Time Taken by the Commission for 
Submitting its Reports to the Govern¬ 
ment under Sections 21-23 of 
the MRTP Act 

T ime taken 

Submission 
of Reports 
by tlic Com¬ 
mission 

Within one Month 

..... 

1-2 Months 

— 

2-3 Months 

— 

3-4 Months 

6 

4-5 Months 

4 

5- 6 Months 

— 

6-7 Months 

5 

7-8 Months 

2 

8-9 Months 

2 

9-10 Months 

1 

lO-11 Months 

1 

11-12 Months 

— 

Above 12 Months 

3 

Total 

24 


out of 24, the Government took more than j f 
12 months to take a decision (Table IV). ■ 

Table V shows the total time taken! 
by the Government for piissing final; 
orders under Sections 21, 22 and 23 forj 
which reference had been made to the. 
MRTP Commission. In four cases the; ' 
Government look more than three yearsi 
to pass final orders and not even a| 
single proposal was disposed of within 
15 months. I 

This analysis shows that the Govern-! 
mcni is taking unduly long time for' 
disposing of the growth proposals of! 
MRTP companies even in those cases 
where the reference has not been made! 
to the MRTP Commission. This also,, 
shows that the Government is holding 
up growth proposals of MRT'P com-' 
panics for months even for taking a; 
decision about iheir reference to the; ■ 
MRTP Commission. The Commission . 
too is taking on an average five to sixi 
months’ lime for submitting its rcports>; 
to the Government. Another conclu-. 
sion that we can draw from this analysis 
is that the Government is taking stilt 
longer time for passing orders even when 
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the detailed enquiry reports of the 
Commission were in its hands. 

This time lag in disposing of the growth 
proposals of MRTP companies will 
naturally delay the creation of indii>ti ial 
capacities in ihe requisite fields and in 
turn seriously affect the pace of in¬ 
dustrial development in our country as 
the growth of MRTP companies is 
vital for industrial development. 
At the micro level, this time-consuming 
procedure m;.kes a mockery of coi- 
poratc rmancial planning because of 
the escalation (»f costs. This may also 
lead to a situation where MRTP com¬ 
panies will rather shelve their proposids 
than go through the entire drill. 
Companies whose assets are slightly 
less than 20 crores may al'-o prefer stagna ¬ 
tion in investment to gr(»wth as an MRTP 
undertaking. 

It is, therefore, essential lhal the 
machinery of the Government dealing 
with MRTP applications a.nd that of 
the MRTf* Commission itself should 
be .strea.mlined and strengthened so that 

Taiili IV 

Time Taken by the Government for 
Passing Orders under Sections 21-23 
after the Receipt of the C.Commission's 
Report 


Time Taken 

1 

Passing of 
order s by 
the Govern¬ 
ment 

1 Within one Month 

_ 

1 J-2 Months 

— 

2-3 Months 

— 

, 3-4 Months 

— 

1 4-5 Monllis 


5-6 Months 

1 

6-7 Months 

3 

Months 

2 

8-9 Months 

3 

9-10 .Months 

3 

10-11 Months 

1 

11-12 Months 

— 

Above 12 Months 

11 

Total 

24 


the scrutiny of applications and conduct 
of enquiries can be both speedy and 
technically competent. To some extent 
this can be achieved by modifying the 
Act a.ccording to the recommendations 
of the Sachar Committee. This committee 


TAitir V 

Total Time Taken t>y tlic Government 
lor Passin*: Mnal Orders under Sections 
21-23 tor wliicli the Reference had been 
made to the MRTP ('ommission 

Time Taken 

Passing of 
orders by 
the Govern¬ 
ment 

Within 7 Months 

_ 

7-12 Months 

— 

12-15 Months 

— 

15-18 Months 

6 

18-21 Months 

3 

21-24 Months 

I 

24-27 Months 

2 

27-30 Months 

3 

30-33 Months 

4 

33-36 Months 

1 

Above Three Years 

4 

Total 

24 


had suggested sonic guidelines to be 
f(;lIowed by the Government for ic- 
ferring ihcgiowth propos; Is of MRTP 
companies to the MR'IP Commission*. 
These guidelines, if accepted, will help 
the Governmenl to take quick decisions 
regarding the references to the MRTP 
Commission. The Sachar Committee 
had also recommended that the Com¬ 
mission should be given powers to pass 
final orders under Sections 21, 22 and 
23 instead of repoiting back to the Cen¬ 
tral Government as it exists now. It 
had suggested a time limit of 30 days 
for referring the proposals to the Com¬ 
mission and a time limit of 90 days for 
passing orders by the Commission. This 
will naturally reduce the maximum period 
for passing orders to four months as 
compKircd to .seven months as at present. 

it is also necessary to strengthen the 
MRTP Commission in order to enable 


it to do its work expeditiously. The 
size of the Commission should be 

increased as the existing ceiling of nine 
members provides little scope for efficient 
division of labour for performing the 
Commission's three-fold functions. It 

is better if a separate body is created for 
discharging the functions relating to 
concentration of economic power so 

that the Commission could stick to the 
stipulated period for disposing of the 
growth proposals of MRTP com¬ 
panies. 

The reports of the MRTP Commission 
should also be published so that the 
approach of the Commission, Ihe ques¬ 
tions that are relevant in determining 
cases, the rationale of the underlying 
policies a.nd other related issues become 
available for educating professional 

managers, entrepreneurs and Ciovern- 
nient officials dealing with these 
mailers. 
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We oFiEN talk with a great amount of 
pride of the rapid economic progress 
India has made since independence. But 
considering our existing and potential 
natural and human resources and our re¬ 
quirements, what has been achieved since 
independence docs not appear satisfactory 
compared to what could have been or 
f should have been achieved. Alongside 
of a few prosperous pockets, there exist 
vast rural areas which remain untouched 
by or without any significant impact of 
the country’s five year Plans. Majority 
of people in rural areas continue to live 
their traditional miserable existence. 

S.Y. Krishnaswamy, the author of 
Rural ism ~A New Socio-Economic Philo¬ 
sophy is of the opinion that our failure 
to make the best use of our human and 
natural resources is mainly due to the 
wrong strategy which we borrowed from 
the W^estern countries and with which we 
4 have been persisting all these years. 

The author has divided the countries 
of the world into three categories ; (1) 
Countries with large land area and com¬ 
paratively small population (e.g. Austra¬ 
lia, Argentina, Canada, Brazil); (2) Coun¬ 
tries with small land area and compara¬ 
tively large population (e.g. countries in 
Western Europe and Japan); and (3) 
countries with large land area and com¬ 
paratively large population (e.g. India 
and China). 

The author is of the opinion that we 
^ made a grave mistake in adopting deve¬ 
lopment strategy centred on large-scale 


Reviewed by Academicus 

and capital-intensive industries which was 
suitable to West European countries with 
small land area and large population, and 
applying it to our country which has large 
land area and comparatively large popu¬ 
lation. In our prejudice, or bias, or igno¬ 
rance or due to mental and cultural 
slavery inherited from the days of our 
colonial masters, wc borrowed strategies 
adopted by the western countries and the 
Soviet Union, though the conditions in 
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those countries arc vastly dificrent, in¬ 
stead of devising an indigenous strategy 
that took note of our natural an 1 cultural 
environment. 

Krishnaswamy’s present study is based 

on the premise that “_in a country 

with a large land area, most of which is 
already unde^ exploitation, and a popula¬ 
tion which is already high and growing 
fast, agriculture and its allied industries 
will form the major source of occupation 
and employment for as long as one can 
foresee.” The author believes that urban- 
based large-scale and small-scale indus¬ 
tries will not be in a position to solve 
problems of unemployment and mass 
poverty in our country. There has to be 
reorientation of thinking and wc must 
divert our attention from production to 


producers, especially farmers who consti¬ 
tute majority, and from GNP and pro¬ 
duction of wealth to maximising human 
welfare. For Jong wc have given undue 
importance to GNP and rate of growth. 

First Consideration 

According to the author, the recogni¬ 
tion that agriculture will be the major 
source of employment should be the first 
consideration in making future plans. 
The second consideration, according to 

him, is the admission that _the old 

village unit which was a centre of culture 
and agriculture is dead beyond recall and 
that new rural units which are colerminus 
with the demands of modern Jiving must 
be created in the countryside”. The 
third consideration should be that atten¬ 
tion should be diverted from the farm 
and increasing production per acre to the 
farmer and his welfare. The fourth con¬ 
sideration should be that planning, ins¬ 
tead of concentrating on the national 
level should begin at the village level, and 
instead of emphasising quantum of invest¬ 
ment, should lay emphasis on wtirk- 
targets to be executed within specified 
time limits.* 

On the above basis, the author has 

come to the conclusion that “_the 

revitalisation of rural India is the only 
sure way of national development.” But 
according to him, revitalisation should 
take note of two factors : First is the 
insufficiency of a single village as a unit 
of development; and second the adoption 
of socio-economic approach in place of 
the present purely ecoiuirnic approach. 

The author has indicated that there is 
almost limitless scope for the development 
of our rural areas. He has shown the 
radical change that would come about, if 
planning from the village level upwards 
is undertaken, with emphasis on rural 
housing, rural industries, gobar gas, re¬ 
orientation of rural education and with 
adequate infrastructure facilities for a 
cluster of villages. 

Thus the central theme of the author 
is shift of emphasis from macro-level 
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planning to village level planning, from 
investment planning to work-planning, 
and from mere increasing wealth to maxi¬ 
mising welfare of people in rural areas. 

Krishnaswamy*s book contains refres- 
ing ideas and outline of a new strategy 
which advocates incorporation of promi¬ 
nent features of rural and urban settle¬ 
ments, avoiding at the same time evils 
associated with both of them. That for 
a large country like India with a large 
and rapidly growing population, a stra¬ 
tegy based on large-scale and capital- 
intensive industries would be unsuitable 
and in fact would create more problems 
than it would solve is being increasingly 
realised. Books such as the one under 
review here are also compelling the policy¬ 
makers to pay more attention to the agri¬ 
cultural sector and agro-based rural in¬ 
dustries. But somehow we have not yet 
evolved a strategy that would combine 
good features of rural and urban areas, 
avoiding at the same time the evils and 
deficiencies of both. This is the task to 
which our policymakers and future plans 
will have to address themselves. The 
prosperity of rural and urban areas is 
indivisible and therefore there need be no 
conflict between the two. There appears 
to be no satisfactory alternative to the 
policy suggested in this book by S.Y. 
Krisbnaswamy. The appropriate title for 
the book would have been 'Rurbanism' 
rather than the present title, *Ruralism.' 

JOINT VENTURES 

The ‘joint venture' is a relatively new 
strategy for stimulating industrial growth 
in developing countries. An industrial 
establishment is said to be in the Joint 
sector or a joint venture, because it is 
managed jointly by a private entrepre- 
, ncur and a Governmental agency, as dis¬ 
tinguished both from a purely Govern¬ 
ment-owned and managed and purely 
privately owned and managed industrial 
establishments. 

Even before the Government of India 
or the Planning Commission thought of 
joint ventures, the Andhra Pradesh Indu¬ 
strial Development Corporation (APIDC) 
pioneered this concept about a decade 
ago in Andhra Pradesh. Though since 
then the Government of India has com¬ 


mended this form of industrial ventures, 
it is only in that State that the 
concept seems to have borne fruit. More 
than 50 joint industrial ventures are al¬ 
ready functioning successfully in the 
large and medium industrial sectors and 
an equal number in the small-scale sec¬ 
tor, aided by governmental agencies like 
the Andhra Pradesh Small Scale Industrial 
Development Corporation. 

The joint vcntuics in the industrial field 
in Andhra Pradesh might be said to have 
succeeded in developing a new industrial 
culture in a developing and traditional 
society. It is rightly felt by Ram K. Vepa 
author of Joint Ventures—A New Technique 
for Industrial Orowth^ that a systematic 
record of its experience would be of gene¬ 
ral interest. 

The Dormant Core 

In all developing countries, there is a 
dormant core of entrepreneurs who need 
to be guided and supported at least for 
some time in their efforts to set up and 
manage new industrial ventures. The 
Government agency will have to be care¬ 
ful and see that in its over-anxiety, it 
does not pamper an industrial venture 
with all sorts of support killing in the 
meanwhile all private initiative, nor should 
it be tempted to run the whole show tself 
on behalf of the private entrepreneur. 
As the author has rightly pointed out, 
“Their role is one of friendly support, to 
step in when necessary and to keep out 
when everything is going well.” 

The author has emphasised the import¬ 
ant guidelines which have emerged out of 
the experience of the APIDC in the work¬ 
ing of joint industrial projects. 

He has emphasised that suitable project 
identification is the most important step, 
if a joint venture scheme is to succeed. 
The task of project identification should 
be carried out with realism and prag¬ 
matism. 

But, according to the author, the big¬ 
gest single factor in the success of a joint 
venture is the selection of a co-promoter. 
While there arc no set rules and proce¬ 
dures for such a selection, it needs to be 
seen that the entrepreneur selected has 
the necessary initiative and dynamism 


and that he is aware that he is working 
in a quasi-government framework where 
his accountability to the public is more 
than that of a purely private entre-' 
preneur. 

The selection of a chairman who re¬ 
presents the Government agency is also 
of great importance. As a nominee of 
the Government he should ensure that 
the affairs of the joint venture are runn¬ 
ing smoothly and in an atmosphere free 
from suspicion; on the other hand when 
the managing director (i.e. the private 
entrepreneur) happens to be going astray, 
the chairman will have to do the painful 
duty of restraining him and see that the 
joint venture operates efficiently and with¬ 
in the framework of Government policy 
and regulations. It is obvious that much 
of the success of a joint venture would 
largely depend upon the degree of rap¬ 
port and understanding between the 
chairman and the managing director. 

The author has emphasised that selec¬ 
tion of the members of the board of dir¬ 
ectors is also an important consideration. 
The persons to be selected as directors ’ 
should represent diversity of interests, 
should have experience and should be 
capable of functioning in a smooth and 
cooperative manner. It is rightly point¬ 
ed out by the author that ‘‘any Board 
racked by ill-will and discord or which 
attempts to settle issues through majority 
decisions will ultimately be found to be 
ineffective and even positively harmful.’* 

Government's Function 

The author has emphasised that the 
Government agency must adopt a sympa¬ 
thetic and helpful attitude towards the 
CO- promoter in solving numerous pro¬ 
blems he is bound to face. It must plead 
his case before other institutions and 
Government departments. 

And finally, once the industrial venture 

goes into successful production, “_the 

role of the development agency should 
become progressively less and less and 
the day-to-day working should be left 
largely to the entrepreneur himself guid¬ 
ed by the chairman and the board.” The 
Government agency should also explore 
when its investment can be bought back 
so that it can assist new entepreneurs to 
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set up new joint ventures. The author 
has rightly insisted that the Government 
agency should not forget the fact that it 
is only a promotional agency and it is 
not supposed to run the industrial venture 
for all time to come. 

The author has done well to emphasise 
that **the joint venture pattern is not a 
panacea for all problems of industrial 
growth in developing countries.’* It is 
only one of the devices to help new en¬ 
trepreneurs to set up and manage new 
industrial establishments. 

Some years ago, the government of 
India came out with a proposal to estab¬ 
lish joint industrial ventures at the nation¬ 
al level. It is rather unfortunate that 
no clear understanding of the concept 
could be reached between private indus¬ 
trialists like J.R.D. Tata and others and 
the government. While the former want¬ 
ed government promotional agencies only 
or mostly to provide finance leaving all 
major management decisions and respon¬ 
sibility of running a Joint venture to pri¬ 
vate entrepreneur, the government on its 
part insisted on having equal or even 
major voice in the management of such 
a venture. 

Unfortunate Situation 

Unfortunately the scheme of joint 
ventures at the national level never 
took root or got off the ground. This 
was most unfortunate from the point of 
view of the country because purely public 
sector industrial enterprises have mostly 
proved incapable of managing themselves 
efficiently whereas purely private ventures 
have been facing innumerable difficulties 
which they have been unable to solve 
satisfactorily. Since the general trend is 
against both nationalisation and private 
enterprise, it would do India immense 
good, if a new industrial culture repres¬ 
ented by joint Industrial ventures is suc¬ 
cessfully inculcated and imbibed. It re¬ 
quires a new attitude of mind on the part 
of both Government and private entre¬ 
preneurs. Andhra Pradesh has shown by 
successfully putting into operation more 
than 50 joint industrial ventures that it 
is not t^yond our ingenuity to imbibe 
this new industrial culture. One very 
much wishes that similar sincere efforts 


arc made in the sphere of joint industri¬ 
al ventures both at the State and national 
levels. 

PROJECT EVALUATION 

It hardly needs to be emphasised that 
in view of the scarcity of resources for 
investment on which the rate of economic 
growth depends to a great extent, deve- 
oping countries which are engaged in the 
process of planned economic develop¬ 
ment, must endeavour to make the best 
use of their limited resources available 
at any given time. This implies that 
there is need for careful appraisal of in¬ 
vestment requirements before decisions 
on investment allocation arc made. In 
order to attain the maximum growth 
rate compatible with available investment 
funds, developing countries must be able 
to identify a large number of projects 
and fix their priorities on a rational 
basis. Cost-benefit analysis is a techni¬ 
que that serves as an effective instrument 
for fixing priorities of different projects 
and final selection of projects for im¬ 
plementation. 

In view of the increasing importance of 
the subject, Project Evaluation Criteria 
and Cost-Benefit Analysis edited by K. 
Puttaswamaiah and containing ten articles 
from eminent authors is welcome. Natu¬ 
rally in this brief review only the impor¬ 
tant aspects from the writings of different 
authors can be touched and commented 
upon. 

Dr J.P. Bhattacharjee has lucidly 
brought out the role of formulation of 
appropriate criteria for evaluation of 
projects. The formulation of hypotheses 
should be specific and clear so that ap¬ 
propriate criteria for evaluation are 
derived therefrom. The author opines 
that *The end product of any evaluation 
is correct judgement in regard to the 
problems of implementation and in sug¬ 
gesting remedial measures.” 

It is obvious that an evaluation study 
should be objective in its approach, 
should satisfy the requirements of scien¬ 
tific methodology, and should be pur¬ 
poseful in its analysis and results. The 
success of evaluation lies in the extent to 
which it leads to corrective action.” 

The selection of projects for evaluation 


purposes should be from projects whicj 
are of a pilot nature, projects which afi 
lagging behind, projects involving larg<by 
investment outlays and special projectire- 
of a crash nature. Once a project fo-as 
evaluation is selected, the evaluato: 
should cover all aspects of the projeettne 
namely objectives of the project, collcceir 
tion of data, tabulation and interDc- 
pretation of the data, drafting of thi 
report and making recommendations oi 
the basis of the findings. Dr Bhatta 
charjee has highlighted all these aspectf® 
of project evaluation. or 

R.K. Dar and C.S. Grewal have ii^*^ 
their article discussed survey methods*^® 
They have emphasised the importance o: 
the sampling design and how sample siz/^* 
has to be determined. The soundnesf*^ 
of the statistical design is of primarj*^ 
importance. The authors believe tha^ 
“The statisticians could play a greateff* 
role in framing the sampling desigr'©* 
which would help in the process of plan-^t 
ning”. or 

Growthmania 

Chapters 6 to 10 in the book arc 
direct relevance to cost-benefit analysis®*^ 
Prof S. Venn has examined the attacll^y 
on the cull of growth and ‘growthmania*.^“ 
He has emphasised that GNP does not 
correctly measure social welfare conse-*®- 
quent on growth. Also, GNP and pei>t- 
capita national product draw a veil oj^ 
inequalities of income and wealth amongdl 
people. he 

The cost-benefit analysis, while nol^^ 
making much headway so far in th<?® 
field of income distribution and assess-®^ 
ment of its consequences, has been paying 
some attention to the quality of IJfcjk 
Thus the cost-benefit analysis has beenl* 
highlighting environmental pollution,^ 
a phenomenon which finds no place in 
the GNP calculus. If makes an effort to 
weigh the pros and cons of health ser-, 
vices, education, tourism and of such 
other social services. ® 

‘The quality of life model’ of Nordhano 
and Tabin has been examined. Though 
it is a pioneering effort in the as yet 
unexplored field of measuring gross^ 
social welfare, it has been pointed out® 
that the model has a number of draw-*^ 
backs and shortcomings, rendering its^ 
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practical utilisation unfeasible. It may 
be said ihat for quite some time to come 
ONP with all its shortcomings will 
continue to be the main measure of 
social welfare, possibly supplemented by 
micro cost-benefit studies. 

J.N. Tewari, in his attempt to measure 
cost and benefits of education and trans¬ 
port services* has emphasised the need 
for identification of benefits in a project 
appraisal and their appropriate quantifi¬ 
cation. He has rightly emphasised that 

Adequate data base is necessary for 
completing the appraisal exercise.’* He 
opines that this can be done even in the 
fields of education and transport. 

S.K. Gandhe in the last two chapters 
of the book has described the technique 
of project appraisal adopted by Little 
and Mirelces. The cost-benefit analysis 
has been distinguished from purely com¬ 
mercial and financial appraisal. The 
author believes that the technique pro¬ 
vides a suitable basis for micro-level 
planning. He has emphasised that micro- 
level approach would alone provide 
satisfactory basis for the formulation of 
a national plan. He has highlighted the 
fact that costs and benefits are spread 
over a number of years and therefore it 
is necessary to assess costs and benefit 
“ streams over several years to obtain a 
correct measure of costs and benefits of 
. a project. This alone would enable 
proper selection of a project from among 
several competing projects. 

Micro-Economic Analysis 

Cost-benefit analysis is assuming in- 
. creasing significance in micro-economic 
analysis. Also since micro-level plan¬ 
ning is becoming the foundation of 
macro-level or national planning, cost- 
benefit analysis has become a part and 
parcel of planning process in both deve¬ 
loped and developing countries. 

But it should be realised that both 
costs and benefits involve subjective 
considerations which are not susceptible 
' to accurate measurement. This is espe- 
* cially so in the case of different service 
' projects like educational and social 
' welfare schemes. Also every project has 
' long-term costs and benefits and it 
' becomes practically impossible to take 
fully into account these costs and bene¬ 


fits. Also sometimes two objectives 
of planning are in conflict and therefore 
any trade-off that has to be effected 
carries subjective elements which are not 
measurable. 

And yet with all the limitations, cost- 
benefit analysis is the only tool at present 
with the analysts that would enable them 
to make the best use of available re¬ 
sources by fixing priorities among com¬ 
peting projects. This book which ana¬ 
lyses the methodology of cost-benefit 
analysis and also includes some case 
studies would be welcomed by students 
of growth and development. 

EDUCATED WOMEN 

Literature on women in developing 
countries is being increasingly enriched 
by research on the subject by women- 
scholars. Attempts are being made to 
observe effects of various political and 
economic developments in the country on 
women in different social and economic 
strata of society in rural and urban areas. 

India's Educated Women—Options and 
Constraints is concerned with Indian 
women in transition. It is concerned 
with ways in which “....a group of 
young urban middle class women (and 
their families) deal with their expanded 
set of statuses”. This study tries to seek 
answers to problems such as: In what 
ways do Indian women expect to use 
their newly acquired higher education? 
How do they view its effects on their 
lives? What arc the problems encounter¬ 
ed by them, when and if, they take up 
jobs? What are the kinds of jobs 
available to them ? Even as the authors, 
Rhoda Lois Blumberg and Leela Bwaraki, 
resses try to find answers to the above 
questions, at the same time they are 
“...exploring the ways in which the 
forces of tradition and modernity are or 
arc not being reconciled”. 

The authors undertook the main 
research in 1966-67 in Bangalore. A 
follow-up study was undertaken in 1977- 
78. The book thus gives readers a 
comparative picture of changing role 
and status of women over a decade in 
urban centres like Bangalore. The 
findings of the study should be of in¬ 
terest to students of social sciences and 
social reformers. 


In most societies of the world, women 
have come to be defined or regarded in 
terms of their fiinctions as wives and 
mothers. The right of women to be¬ 
come educated and hold jobs outside 
their homes was questioned for long. 

Gradual Chanse 

From the beginning of the present 
century things in this regard started 
changing gradua]ly,|thanks to the spread of 
western education among women and the 
role of social and political reformers. 
After independence, because of several 
factors operating within and outside the 
country, the trend of women coming out 
of their traditional seclusion and playing 
increasingly important role in several 
fields has got accentuated. 

The authors have observed that 
since independence “...elevating the po¬ 
sition of women has become a major 
national goal.” The Central Govern¬ 
ment has been instituting legislative re¬ 
forms “.. .to increase educational op¬ 
portunities and provide economic rights 
for women...” But it is observed that 
“...national goals do not constitute 
reality.” 

It came to be observed that young 
women desire to extend the period of 
relative freedom from responsibility 
through further education or taking up 
jobs. Because of changed circumstances, 
sending daughters to colleges is becom¬ 
ing both convenient and necessary. The 
authors observe : “Faced with an 
older marriage age, the increased availabi¬ 
lity of college education, the delays in¬ 
volved in arranging marriage and accu¬ 
mulating dowry, and the quest of highly 
educated men for graduate brides, pa¬ 
rents were finding college a worthwhile 
way of keeping their daughters busy.” 

The authors observed that the 
practice of dowry is still widespread. 
According to them, a development which 
was not anticipated but which has been 
taking place is that “Caste endogamy 
weakens when in conflict with the norm 
that the male be at least as equally edu« 
cated as the female.” Some highly edu¬ 
cated women are found choosing their ^ 
own marriage-partners outside their 
castes, especially when the number of 
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own castes fe very limited. < 

More and different types of jobs seem ^ 
to be increasingly available to women. But 
employed women appear to be contribut- * 
log their salaries to their households. It 
was observed in the follow-up study that 
compared to conditions a decade ago, 
employed women appear to enjoy more 
freedom in thir movements and activities 
outside their homes. On the whole the 
picture observed is **.. .one of gradual 
change.** 

As the authors of this book have 
shown, there have been taking place 
some changes among educated women, 
especially in towns and cities. There is 
no doubt that a great change has been 
taking place in their mode and pattern 
of living and in their thinking. If poten¬ 
tialities of women arc to be fully exploit¬ 
ed for the all-round progress of the 
country, opportunities must be created 
for their full exploitation. In a demo¬ 
cracy like India where women constitute 
practically half the number of voters, 
there is no reason why through effective 
organisation, they cannot win a position 
of equality with men. The women from 
upper and middle classes in towns and 
cities will have to be in the vanguard of 
this second movement of liberation in¬ 
volving half the population of the coun¬ 
try that still continues to live in a sort of 
bondage. Studies such as this one do 
make their contribution to women’s libe¬ 
ration movement. 

PRODUCTIVITY 

The measurement of the effects of a 
technical change is a difficult but an es¬ 
sential task in any economy. Unfortu¬ 
nately very few attempts have been made 
so far in India to measure the impact of 
technological changes. 

Productivity, Production Function and 
Technical Change by Dr S.S. Mehta 
makes an attempt to measure the impact 
of technological changes in 27 large-scale 
Indian industries during the period 1953- 
65. In order to examine the trends in 
productivity of industries after 1965, the 
author has added a chapter covering the 
period up to 1969-70 that being the latest 
year for which reports of the Annual 
Survey of Industries are available. 


diange or progress as . .the improve¬ 
ment in the knowledge about the indus¬ 
trial arts and implies that either a greater 
output can be got with the same volume 
of inputs or the same output with less 
inputs.” 

In this study the author has sought 
answers to such questions as : Is techno¬ 
logical change taking place in India? If 
yes, what is its contribution to the growth 
of industrial output ? What is the nature 
of the observed technological change? 
And is the direction of technological 
change consistent with the countr>*s en¬ 
dowment of resources and factors of pro¬ 
duction? The importance of seeking 
right answers to the above questions 
cannot be overemphasised. 

Startling Discovery 

According to the author, "‘Increased 
capital deepening is estimated in a large 
number of industries. In many industries 
increase in output seems to be attributed 
to capital deepening. In some the process 
seems unwarranted because the capital 
productivity is simultaneously falling”. 
This is a startling discovery and policy¬ 
makers will have to pay attention to this 
aspect when licensing an industrial unit. 
The author finds that “The wage share 
in the value added in most industries is 
cither constant or declining.” But he is 
quick to point out that “ ■ micro-level 
analysis is necessary because there is not 
*a single direction’ in which individual 
industries are moving.” 

The author has made it clear that tech¬ 
nological progress that manifests itself in 
increased overall efficiency and returns to 
scale “may or may not involve a change 
in the capital-intensity measured in terms 
of the amount of capital required to 
employ one unit of labour.” Jf techno¬ 
logical progress involves increased capital- 
intensity, then more capital will be requir¬ 
ed to employ one person. This implies that 
such a technological change should take 
place only when growth in capital exceeds 
growth in labour, and capital is cheaper 
than labour. However, if the growth in 
labour exceeds that in capital, then in¬ 
crease in capital-intensity involves a 
higher level of unemployment and under- 


to the author, the two planning 
jectives of maximising immediate employt 
ment and income may be in conflict.” It 
fact, that is precisely what has resulted at u 
a consequence of the strategy 
for rapid industrialisation since 1956 fa 
the country. 

The author is of the opinion that 
conflict can be resolved to a smaller 
greater extent, depending upon the cas?®" 
with which different factors of productioi 
can be substituted for each other. If fap 
tors can be easily .substituted for eaciQn 
other, it will then lead to intensive use 
a faster growing factor and thereby bett<^fi 
utilisation of comparatively abundaq^^ 
resources in the economy. Jf substitutiq 
between capital and labour is easy, thg. 
high employment and high output can t • 
achieved simultaneously. ^ 

The author has emphasised that ‘‘Tt 
technological change should be incoiya 
formity with the resource endowments ec, 
the economy”, it follows that increasiaat 
capital-intensity will not be consistror 
with the given resource endowments 
India. On the biisis of his study tl 
author has concluded that "'India shoiljQ 
opt for labour-using and capital-savi:^^ 
techniques which would mean fuller iijjy 
lisaiion of abundant factor, labour, 
is turn would lead to higher employmet 
higher incomes, higher output and hig} 
demand for goods and services.” 

Artificial Assumptions 

While the author’s attempt to meas/*® 
the impact of technological progress'*^ 
praiseworthy and also necessary, Un®® 
are no easy ways to attain the objecti'®^ 
The author has proceeded on the hig 
artificial assumptions implicit in the luk 
classical model which is shown to .1- 
suflering from several limitations. Tw 
makes the author's findings suspect. A 
the assumption of perfect substitutabi 
of factors of production, especially 1 
ween capital and labour is too simplif* 

In many industries that option is ^ 
available or is possible only to a cer?" 
extent. This means it is not always c 
to resolve the conflict between the ob 
lives of growth and employment, 
would mean that the policy prescriptie 


JNUARYA 2, lyJ 


EASTERN ECONOMIST 


37 





It tne autbor based on his defi^tive 
.nalysis will be found to be of limited 
applicability only. 

1 THE COW 

* When Acharya Viiioba Bhavc undcr- 
ook a *fast unto death’ to compel 
lovernments of West Bengal and Kerala 
0 impose a total ban on cow-slaughter, 
t provoked people like A.B. Shah to dub 
be movement as a moral blackmail. He 
Wanted that the problem of cow-slaugh- 
W be considered from purely secular 
hd rational point of view. He wanted 
Sason rather than sentiment .as a cri- 
;rion for taking decisions on issues of 
^ublic policy.” What is involved in the 
ebate on cow-slaughter is .much more 
Wn the cow’s right to live at the expense 
f man.” Total ban on cow-slaughtcr is 
matter of the gravest concern for A.B. 
hah, President of the Indiah Secular 
ociety. Introducing V.M. Dandekar's 
he Cattle Economy of India, Shah says, 
such a ban on cow-slaughter is impos- 
1 in India it will disrupt rural economy 
id endanger democracy, rights of non- 
indu minorities, secularism and federal 
ructure of the country. Poor Indian 
)ws did not know all these implications 
' total ban on cow-slaughter, or else 
Ley would have willingly walked to the 
iughter-houses. Anyway, Shah is of 
e opinion that the only way to make 
iople look at the problem of cow-slau- 
iter rationally is to educate them. As a 
irt of the process of this education, he 
und quite handy articles on cattle cco- 
)my of India in general and cow-slaugh- 
r in particular written by Dandekar. 
According to A.B. Shah, V.M. Dande- 
ir is “a recognised authority on 
e subject.” He has therefore brought 
gether and published those articles 
itten by Dandekar. It needs to be 
;;>intcd out that the hrsl article in the 
ok was written and published in 1964 
d the last in 1970. The collection of 
ose articles in a book form is brought 
t in 1980. According to Shah, “The 
)se of a few years since they were first 
blished does not detract from the vali- 
y of Professor Dandekar’s arguments, 
is possible that A.B. Shah is also an 
^hority on the cattle economy of India, 
:ause that alone can explain this 
tement. 


A few cdiiiiefits m points raised 
in the introduction by A.B. Shah would 
be in order. The gravemen of Shah’s 
learned arguments appears to be that not 
all but only some Hindus want a total 
ban on cow-slaughtcr; that it would be 
undemocratic to put a total ban on cow- 
slaughter “• even if there were only one 
beef-eater in the country..”; that even 
according to Gandhiji, .just as Shariat 
cannot be imposed on the non-Muslims, 
the Hindu law cannot be imposed on the 
non-Mindus.. ”; and that, ”.. it requires 
one to make a conscious and clear choice 
in favour of reason rather than senti¬ 
ment as a criterion lor taking decisions 
on issues of public policy.. ”. 

Dogmatic Assertion 

A.B. Shah appears to write with a cock- 
surcncss that seems almost dogmatic, and 
dogmatism, if anything, is anti-rational. I 
am afraid Shah must admit that there is 
no such thing as ‘pure reason’ or ‘pure 
rationa'ity’. There is no such thing as 
‘pure intellect’. Our reasoning or ratio¬ 
nality is aUays innucnccd, as Malthus 
stated long ago, by our status and situa¬ 
tion. It is inlluenced by our history, geo¬ 
graphy, cultural traditions, our ideals 
and our perception of the future. Com¬ 
plex factors go into the making of human 
nature and any attempt to separate his 
intellect or nationality as we take out a 
screw or a wheel from a machine is not 
only futile but impossible. Rationality 
has its limitations, and sentiment has its 
place in our lives und can be made an 
effective instrument to build a stable 
society. Shah would do well to remember 
that Mr Jinnah, the leader of the Muslim 
League, started visiting a mosque every 
Friday as a concession to Muslim senti¬ 
ment and he knows how powerfully he 
used that sentiment to achieve his objec¬ 
tive of partitioning the country and 
become the founder of a new nation. 
Shah should note that man is not a com¬ 
puter and life without sentiments would 
not be worth living. 

As regards Shah’s concept of demo¬ 
cracy (no total ban on cow-slaughtcr 
even if there were only one beef-eater), 
just as a majority must not force its 
views on any minority (even on a mino¬ 
rity of one), it needs to be stressed in the 


interest of Indian nationalism, democracy 
and social and economic progress that it 
behoves on every minority to respect the 
views of the majority and change its 
value-system, beliefs and mode of life to 
be in tune with the mainstream of natio¬ 
nal life. If this is not accepted in a coun¬ 
try like India where there arc diverse reli¬ 
gions, linguistic, caste and sub-caste 
groups and hundreds of tribal and sub- 
tribal communities, we might as well say 
goodbye to Indian nationalism, demo¬ 
cracy and socio-economic progress. One 
comes to believe what one wants to 
believe in; only that whereas men like 
A.B. Shah possess the ingenuity to ratio¬ 
nalise it, others do not possess that 
faculty. 

Let us now try to understand V.M. 
Dandekar’s approach to cattle problem in 
India and to cow-slaughter. 

Dandekar’s Thesis 

The quintessence of V.M. Dandekar’s 
articles in this booklet may be put down 
as follows. The problem of cow-slaughtcr 
is a grave problem of the first magnitude. 
By looking at the problem from religious 
and political point of view, we Indians 
arc doing great harm to ourselves and to 
our children. India already has a very 
large human population and cattle popu¬ 
lation. “Both these are loo large for 
our resources to feed adequately.” Also, 
both the populations are increasing at 
an increasingly rapid rate. The cattle po¬ 
pulation at present is in excess of our re¬ 
quirements. A cattle population smaller 
in number but better fed than at present 
would make a better contribution in 
milk, traction and dung to human survi¬ 
val and well-being in the country. We 
must therefore follow the principle of 
stock-management. We must feed, se¬ 
lect and weed out cattle. The present 
population of cows in India is in excess 
of the number that is required to produce 
bulls needed for traction. Instead of 
starving them and allowing cows to die 
slowly and without any discrimination, it 
is rational to be selective and legalise 
cow-slaughter. No political or religious 
considerations should be allowed to come 
in the way because such a step would be 
in the best interest of Indian farmers, 
agriculture, general consumers and in 
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het rit ofiiiriftiibe there ift keen com¬ 
petition between men and cattle for limit¬ 
ed resources* We are warned by Dande- 
kar that “If we do not make any differ¬ 
ence between man, cattle, dogs, horse... 
and other forms of life.. .it will not take 
much time to return to the jungle and that 
ultimately the law of the jungle will 
prevail.*’ 

V.M. Dandekar’s arguments can be 
faulted on many ground. 

He has taVen a static view of resour¬ 
ces like land and fodder needed to sup¬ 
port India’s cattle population, especially 
cows ‘not in milk*. He should under¬ 
stand that our land productivity happens 
to be one of the lowest in the world and 
even with known techniques, it can be 
raised four or fivefold. Dand.*kar’s re¬ 
ferences to limited stock of fodder and 
cattle-feed indicate his wrong perception 
of resources needed to feed our cattle. 
In addition to a big increase in fodder 
whicl\is easily possible, with the recycl¬ 
ing techniques which are being developed, 
the amount of cattle-feed that can be 
produced regularly should relieve Dandc- 
kar’s anxiety about poor and starving 
cows. 

Untenable Argument 

Secondly, according to Dandckar, if 
there are lesi cattle than at present, they 
would be belter fed and therefore w.>uld 
provide more milk, tract ion-power and 
so on. Often a similar argument is pro¬ 
pounded in respect of India’s human 
population. The argument is unteniblc 
in respect of both the human and cattle 
population. For example, even when 
India’s human population was half or 
t even one-tentli of what it is at present, 

'i there was abysmal poverty in India. 
Conversely, though the population of 
India is increasing rapidly since inde¬ 
pendence, per capita real income is also 
gradually rising. The same argument 
holds good in respect of India’s cattle 
population. There is thus no guarantee 
that less number of cattle than at present 
would automatically mean better fed 
and economically more advantageous 
cattle. 

Third, Dandekar maintains that 
man is superior to cattle and therefore 
r in the face of limited resources, it is in 
man’s interest to sacrifice excess cattle. 


Such a policy would protect the econo¬ 
mic interests of mankind. Let us stretch 
this argument a little further. Both Shah 
and Dandekar have emphasised that 
sentiment should not take the p'ace of 
reason. If so, one would like to raise a 
pertinent question. Between a produc¬ 
tive young person and old and thoroughly 
unproductive man, who is superior? If 
food and other necesvitics are limited in 
the country, whose needs shouLl take 
p cced nee ? So why not send old and 
economically unproductive parents to 
a slaughter house or resort to mercy- 
l^illing so that the young and vurile are 
better fed and become more productive ? 
So why shouKi the old and helpless 
among those below the poverty line be 
allowed to die slowly of starvation ? 
Would it not be kinder to snufl* them 
out at one stroke like unwanted cow ? 
And for Shah's consumption, I might 
point out that there are historical prece¬ 
dents which he is fond of quoting. In 
the great famine of the last quarter of 
the 18th century, there arc records to 
show that men ale their wives and child¬ 
ren ate their parents. Logic or economic 
rationality is not all. 

Let us take the last two articles of 
Dandekar : ‘Cow Dung Model’ and 
‘Sacred Cattle and More Sacred Produc¬ 
tion Function', both written a decade 
ago the first ridiculing K.N. Raj and 
second C.H. Hmumantha Rao. Before 
permitting a re.uint of b th the a-ticles 
in the year I98(t, Dandekar would h ive 
done well to reexamine the cow dung 
model and related production functi m. 

Gobar Gas 

Dancdekar musthave heard of gobar gas 
plants based among other things on dung 
of ^ny sort of animals including cows, even 
dung of old and unproductive cows. In 
these days of rising cost of diesel, petrol, 
coal, kerosene and electricity, a promin¬ 
ent head of a consultancy agency which 
has done a lot of work on energy projects 
of different types, informed the reviewer 
that while even an old and unproductive 
cow would cost daily about Rs 6 on 
fodder and other maintenance charges, 
it provides dung that is of greater value 
to gobar gas plant. On this economic 
ground alone on which Dandekar repea¬ 
tedly harps, he should be less eagar to 


send cows to a slaughter house, He 
would do well to introduce new variables 
in his cow-dung model and production 
function concerning the sacred cow. 
Dandekar should know that the role of 
cattle in an agricultural economy like 
that of India requires repeated reasse s* 
ment in the light of rapidly changing 
technology. He should not go on reprint¬ 
ing his old articles as if they were scrip- 
t'ires. And the rationalist in Shah did 
not perceive the paradox when he begins 
the book with a quotation of M.K. 
Gandhi, nor did Dandek ir sec the irony 
of advocating cow slaughter in a book 
that begins with a quotation of the apos¬ 
tle of ahimsa. Jntellectu'il arrogance is 
the child of egotism and imorance and 
is the greatest enemy of knowledge. 
Modesty teaches much. It teaches that 
life is too complex a phenomenon to be 
fully explained in undimensional terms 
and that rationality and logic when car¬ 
ried to the extreme result in irrationality 
and illogicality. 
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Foeu$ on Indtutry 


Towards Sophisticated Forgings 


Srniii- KjrciiNCJs foim the basic framework 
in the manufacture of automotive and 
earth-moving equipment and also in wide 
ranging industrial machinery such as 
cement making plants, sugar mills and 
chemical anJ fertilizer equipmenl. There 
are 64 units engaged in ihe manufacture 
of steel forgings with a total installed 
capacity of 205,000 tonnes per annum. 
The total capacity covered by licences 
and letters of intent is 327,000 tonnes 
per annum. The production of steel for¬ 
gings during the last few years has 
fluctuated between 90,000 tonnes and 
110,000 tonnes. 

Export Potential 

The precise statistics on import of forg¬ 
ings are not available as import of forg¬ 
ings also lakes place as part of phased 
manufacturing programme of various in¬ 
dustrial equipment manufacturers. So far 
as exports are concerned, the country has 
reached a level of about Rs 100 lakhs per 
annum and there is considerable scope 
for the export of larger quantities. 

The expected taigct of prvuluction, im¬ 
ports and exports by the >ear 1982-83 
has been placed in the region of 150,000 
tonnes, 2,000 tonnes and 7,000 tonnes 
respectively. The installed capacity of 
units in the organised sector is expected 
to reach the level of 270,000 tonnes by 
1982-83. The existing capacity in free and 
open forgings and simpler types of closed 
die forgings will be adequate to meet the 
demand. There is, however, still scope 
for additional capacity for manufacture 
of sophisticated closed die forgings of 
piece weight above 50 kgs. Advanced 
forging process for expansion and diversi¬ 
fication need to be added to the industry 
as early as possible in order to produce 
sophisticated forgings. 

Prior to the development of the forgings 


industry in this country on modern lines, 
almost all the forgings used to be impor¬ 
ted thus pulling a heavy strain on foreign 
exchange and wailing for a longtime 
for deliveiics. According to Mr Vijny 
Kumar, Vicc-Prcsidcnt, All-India Metal 
Forging Association, the cost of imported 
forgings amounted several (i iits higher 
than Ihe prices now being charged by the 
Indian forging industry. At present, he 
added, the liidiiin forging industry is cap¬ 
able of producing forgings vvcigliing from 
a few grams to about 7 to 8 MT a single 
piec:. Tn order to keep pace with the 
day-to day increasing requirements of 
components and the advancement taking 
place in the forgings and stamping tech- 
noIog>, there is still trcmcnc’ous scope for 
the forging industry but its development 
and growth has to be encouraged by tlic 
Government. 

Major Requirements 

The major requiicnients of the indLl^try 
by way of raw materials arc: Blooms, 
slabs, ignots, plates, rounds, used rails, 
skclp bars and axels. The ii dus ry is fac¬ 
ing shortages in respect of plates, rounds, 
skelp bars and used lails Various kinds 
of materials bcM’ng supplied to the forging 
industry arc considered inadequate to 
meet the requirtinents of ti'c industry. 
Mr Vijay Kumar pointed out that even 
the new steel distribution policy announc¬ 
ed by the G eminent recently has bit 
the forginj industry hard in sevc al 
ways. 

The new steel policy recognises only 
capacities assessed prior to April 1, 1980. 
Thus the units which have been assessed 
or may have been assessed on or after 
that date, are not likely to get any raw 
materials from the main steel producers. 

For determining the entitlement of the 
forging units in respect of raw materials 


their production during the previous three 
yciirs fro n 1976-77 to 1978-79 has to be 
taken into account, in addition to their 
assessed capacities, regardless of the year 
of entitlement, lie added that according 
to the new .steel distribution policy, plates 
and heavy rounds can be given to forging 
units provided there is a suiplus after 
meeting the demands of eligible consu¬ 
mers. These items are already scarce and 
no surplus occurs. There In obviously 
a need for a change in the policy in order 
to remove the above mentioned snags 
and skelp bars and used rails should be 
supplied to all the forging units. 

Apart from the above items, the open 
forging un ts require heavy sections rang¬ 
ing up to 600 mm si/e but the main steel 
producers are hardly producing blooms 
and slabs higher t’^an 350 mm thickness. 
Therefore, there is an urgent need to 
produce these heavy .sections for the re- 
quircnicnt of the forging industry. 

Erratic Supplies 

In the context of fuel requirements of 
the forgings industry, Mr Vijay Kumar 
indicated that there were problems in res¬ 
pect of allocation, movements and qua¬ 
lity of steam coal. The electric power 
requirement of the forging industry is 
very meagre and the steam coal is the 
basic source of fuel required by the forg¬ 
ing industry. In spite of the high impor¬ 
tance of this industry the allocations 
made by the sponsoring authorities fall 
short of the actual requirements. Even 
these alllocations arc not fully honoured* 
by the rail movement directorate and 
several times the dispatches hardly range 
from 5 per cent to 10 per cent of alloca¬ 
tion due to erratic movement policies, 
complained Mr Vijay Kumar. 

—Hardev Singh 
JANUARY 2, 19SI 
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STATE OF THE 
ECONOMY 


Kharif Output 

T'HnRiniAS been ii sharp increase 
of 16.4 million tonnes in kharif 
cereals proJiiclion this year 
compared to last year. The 
total production for 1950'SI 
now cstimMed at 79.5 million 
tonnes has surpassed the pre¬ 
vious hiphesl output of 78.1 
million tonnes recorded durini» 
1978-79. According to the 
latest oflic^al estimate'., rice 
production this year would bj 
over 52 million tonnes agrinst 
the earlier estimate of 51.5 
million tonnes. 

In respect t)f coa.rsc grains, 
however, the actual prtuluelion 
may be marginally lower at 
23.2 million tonnes compared 
to the earlier cstim ite of 24.5 

I million tonnes. The litest 
ligures for commereial croiv: 
which are being linaliscd show 
significant increases compared 
with the previous year. The 
record kharif production has 
really turned the tables on the 
food front. The Government 
now appears to be confident 
of meeting not only the do¬ 
mestic demand, but there 
would be enough surplus to 
export. The target of one mil¬ 
lion tonnes of lice import 
would surely be hit. 

Royalty Rate on Coal 

i The rate of royally on coal 

f has been revised upivards. Al¬ 
though it has fallen short of 
the expectations of the coal 
producing States, it is estimat¬ 
ed that the Slates will receive 
over Rs 61 crores this year 
as against Rs 38.76 crorts last 
year by way of higher royalty 
for coal. 

The new rales work out to 
an increase of 42 per cent, 
from Rs 3.80 per tonne of 
coal to Rs 5.40 per tonne. The 
last revision of rates was in 
August 1975. 

i The coal producing States 
' had been asking for a “rea¬ 
sonable compensation'* for 


depletion of coal reserves which 
are a non-rcncwable resource. 
The Government of West 
Bengal demanded fixing the rate 
at 10 per cent ad valorem for 
all grades of coal, while Orissa 
demanded the rate to be at 
10 per cent of f-'OR price 
of coal. 

A study group which looked 
into tlio q lestion Ii-is, however, 
recommended that the iale of 
royally should continue to be 
based on tonnage, and not on 
a.I valorem. In view of the 
fact that royalty is passed on 
lo ihc consuiTKTs. any sleep in¬ 
crease in I ales will fan the 
inflalionaiy spiral particui.irly 
because 80 per cent of the coal 
is consumed by ihe co/c sector - 
power stations, steel plains, 
railways and cement plants. 

The recommendations of the 
study group were accepted by 
the Government recently after 
a meeting of the Union ( abi- 
net Committee on I'conomie 
Afiairs. Along with the higher 
royally rales, the Governmeni 
also decided lo freeze cesses 
on coal royally which some 
State Govern men Is have im¬ 
posed at the present level, a I 
the current per tonne rates. 

The rale of royal;y o:i si ml 
for stowing has also been lived 
higher at 40 paise per tonne 
as against 20 paisc per tonne 
at present. 

In 1979-80, the coal pro«]iie- 
ing Slates received Rs 38.76 
crores in the form of royalty 
when the total coal production 
was 102 million tonnes. The 
revised rates wdl yield Rs IS 
crores more to the Stales this 
year. 

UCO Bank Celebration 

Mr G.D. Birla, the doyen 
of Indian industiy. holds ih it 
the country has a bright future 
in .spite of “what you see at 
present.** Mr Birla. who was 
chief guest at the silver jubilee 
celebrations of the Backbay 


Reclamation branch of the 
United Commercial Bank 
(UCO), said India is a mature 
country and the people res¬ 
pond to the demands of chang¬ 
ing times. The cycle of change 
is continuing and the country 
had all along been adjusting 
to realiiics, he added. 

It was a special feature of 
the mature people that “we 
have survived” all onslaughts, 
while the ligyptLin, Greek and 
Roman civilisations died be¬ 
cause of their stiiT-necked atti¬ 
tude towards the demands of 
changing times. The difiicul- 
ties being experienced by the 
people ‘‘arc a passing phase**. 

Mr Birla would not describe 
Indians as an orthodox and 
conservative people. We In¬ 
dians know how. when and 
how nuich to respond to de¬ 
mands of change and we had 
adjusted admirably to needs of 
times throughout history. 

Mr Birla advised country¬ 
men to work with faith in their 
own and the nation’s future. 
‘‘We are bound lo he success¬ 
ful,*’ he assured them. 

UCO Bank Chairman and 
Managing Director, Mr B.K. 
Ch.'ilterjec described Mr Birla 
as the “architect” of the UCO 
Bank, which founded by the 
house of Birlas in 1943 and 
was headed by Mr G.D. Birla 
for nearly two decades. 

Indo-Czech Trade 

Trade between India and 
Czechoslovakia has fallen 
short of planned levels. In 
the current year ending Dec¬ 
ember a shortfall to the ext¬ 
ent of over 50 per cent is ex¬ 
pected. The two-way trade 
lurnovcr may touch only 
Rs too crorc against the plan¬ 
ned level of Rs 200 crore. 

Although for 1981, a target 
of Rs 235 crorc h is been fixed, 
representing an increase ot 
about 17 per cent over the 
planned level of Rs 200 crore 
for 1980, the actual turnover 
may not exceed Rs 120 crorc. 

This is not for the first time 
that there was a considerable 
gap between planning and 
actual performance. A short¬ 
fall ranging from 5 to 55 per 
cent has been recorded gene¬ 
rally in almost all the years 
since trade between the two 


countries commenced in 1^57 
with the conclusion of the first 
formal trade and payments 
agreement. 

The trade lurnovcr in 1957 
was Rs 10 crorc only, it gra¬ 
dually increased since then but 
not in line with Ihe targeted 
levels which were fixed by the 
two countries every year. In 
1980, the turnover is expected 
to be around Rs 100 crore. 
It means (hat the two-way ex¬ 
changes have gone up by 10 
times from 1957 to 1980. 

Shellac Expoit 

A substantially higher unit 
value realisation compared to 
Ihe prescribed minimum export 
prices, has been the distinctive 
feature of shellac exports this 
year. The average realisation 
is placed at Rs 12,000 a tonne 
against the minimum export 
price of Rs 8,000 a tonne for 
the Lemon I grade. What is 
of greater iniporianee lo the 
export trade is that a part of 
the overseas market lost by 
them in the past 10 years or 
so following switch h> users to 
synthetic substitutes is coming 
back to them. This has been 
possible because, on the one 
hand, the Union Government 
has not disturbed the minimum 
export price scheme and, on the 
other, synthetic substitutes 
based on derivatives from 
crude have become dearer. 
Mention in this context may 
be made ol the ink industry 
which is slowly but surely 
switching back lo shellac. 

The export trade has al.so 
been aided by two other fac¬ 
tors. I'irst, Thailand’s lac 
crop this year registered a de¬ 
finite decline and second, the 
Union Government relaxed 
restrictions on exports of seed- 
lac. The export trade could 
turn the factor to their advan¬ 
tage with lw(i ready buyers in 
the US and Japan for India’s 
seedlac. 

In the short-run, renewed 
buying by the Soviet Union 
and C’hina the olftakc in 
either case being 300 tonnes— 
has further improved the pros¬ 
pects for higher unit realisa¬ 
tion. The only setback for 
the export trade has been vis¬ 
a-vis Iraq which is a growing 
market for Indian shellac and 
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where the commodity is usually 
jFi air-freighted on the advice of 
“the buying agency there. An 
order for 400 tonnes is still 
pending as it could not be 
serviced because of the Iraq- 
Iran conflict. 

Diversification by 
Hindustan Insecticides 

Hindustan Insecticides Limi- 
Q ted (HIL), a public sector 
company under the Ministry 
of Petroleum, Chemicals and 
ea Fertilizers with health and 
ra agricultural pest control pro- 
ducts for the past 26 years, 
^,j^now embarks upon a m;ijur 
diversification programme to 
^'’manufacture for the first time 
of a new pro luct coJe named 
ca“SWAT 104”—allow improver 
jjfor the oil Industry. 

Techriology transfer ag»'ee- 
ment foi the product was 
PJ signed by E)r Ram S. Ham- 
gisagar. Chairman &Minaging 
fl Director HIL, and Dr H.S, 
I Rao, Chief iixccutive ofNRDC, 
both public sector undertakings 
for the manufacture of “SWAT 
104” flow improver, a special 


oilfield ohemical used in the 
oil industry. 

The process has been deve¬ 
loped at Regional Research 
Laboratory of CSIR, Jorhat, 
Assam. The new product when 
produced will be used by the 
oil industry for facilitating the 
pumping of crude oil from the 
oil wells to refineries. The 
product is equivalent to the 
imported material currently 
used by the oil industry in 
India. The import value of 
the material to meet the coun¬ 
try demand of about 2000 MT 
per year is of the order of Rs 8 
crores. JIIL proposes to 
commence production by 1982' 
83 after scale up of technology 
and pilot production. HIL 
proposes to manufacture ini¬ 
tially 1000 tonnes annually 
at their Rasayani Unit. 

Record Earnings by 
Indian Airlines 

The foreign exchange earn¬ 
ings of Indian Airlines (lA) 
touched an all-time high of 
Rs 56.21 crores forming nearly 
32 per cent of its passenger rc- 


veiHia tor 197fi-8d» nocsbrfitnqi 
to the Indian Airlines’ annual 
report. The exchange earnings 
for the year rose by 19.5 per 
cent from the previous years* 
Rs 47.02 crores. 

In the year under review, 
7,018 foreign tour groups tra¬ 
velled by Indian Airlines and 
of these 120 consisted of over 
75 members. To facilitate 
these group movements Indian 
Airline operated 191 addi¬ 
tional flights. 

The report said Indian Air¬ 
lines was caught in the web of 
rising fuel prices. From March 
1979 to June 1980 the IA had 
to face a cumulative increase 
of 134.2 per cent in the price 
of aviation turbine fuel, the 
price shooting up from Rs 1,555 
to Rs 3642 a kilolitre. 

This increase coupled with 
the stagnant economy and 
sluggish growth in traffic (3.6 
per cent as against the anti¬ 
cipated 15 per cent) led to a net 
loss of Rs 2.34 crorc. 

The report said in 1979-80 
the lA carried 5,383 million 
passengers as against 5,326 


iiditllcttit iii 

with an operating revenue of 
Rs 205.05 crores. 

Bokaro Output 

The Bokaro Steel Plant has 
successfully produced a num¬ 
ber of special steels as part of 
its import substitution pro¬ 
gramme. According to Bharat 
Steels Ltd (BSL) sources, ma¬ 
nufacturers of specialised 
engineering goo Js have shown 
preference for Bokaro special 
steels over the imported steels. 
The latest special steel made at 
Bokaro has been the boron 
steel which has extra deep 
drawing quality and are of 
great use for the automobile 
industry. 

The sources said Bokaro had 
also taken up and completed 
the reconditioning ol big bell 
and hoppers for the blast fur¬ 
nace of sinter steel plants. It 
had booked structural orders 
from outside parties and many 
complicated and difficult orders 
had been completed, while 
some were in progress. The 
steel plant has, for the first 
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keys, an iiniH>rtant blast fur¬ 
nace component in the non- 
' ferrous section of its ingot 
P mould foundry. 

The annual requirement of 
copper monkeys for Bokaro’s 
blast furnaces at 1.7 million 
tonnes stage is 350 which will 
increase to 440 per annum at 
the 4,000,000 tonnes stage. The 
steel plant proposes to pro¬ 
duce copper monkeys on a 
regular basis now to meet its 
own requirement. 

Fleet Team for 
•^SEAN 

A delegation of the Fede¬ 
ration of Indian Chambers of 
Commerce and Industry will 
be visiting the member coun¬ 
tries of ASEAN (Association 
of South-East Asian Nations). 
The delegation headed by TMr 
Arvind Lalbhai would be in 
Malaysia from January 21 to 
25, the Indian High Commis¬ 
sioner, Mr Prakash Shah, told 
the Penang branch of the 
Indian Chamber of Cojnmercc 
and Industry during his visit 
to this country recently. Seve¬ 
ral Indian entrepreneurs, he 
said, had shown interest in 
joint ventures in Malaysia. The 
1 likely areas for joint ventures 
' were manufacture of machine 
tools, rubber-based goods, 
dyes, car parts and paper and 
. pulp. The Indian High Com¬ 
mission would look into the 
problems faced by Indian 
merchants in Penang and try 
' to solve them, he added. 

Sikkim Watch Unit 

i . Sikkim Time Corporation 
. 4fSlTCO)—one of the 14 assem¬ 
bly units of the Hindustan 
Machine Tools (HMT), in the 
country—has embarked upon a 
: Rs 15-lakh expansion pro- 
f gramme for manufacturing 
watch crank, a vital watch 
I component which is imported 
I at present. This is for the first 
I time an HMT assembly unit is 
I going for a manufacturing 
^ project. According to the 
feasibility report already ap- 
f proved by the State Govern¬ 
ment, as many as one million 
cranks will be produced every 
Orders for equipment 
are expected to be placed at 


^MT, Bangalore, and a firm 
in Switzerland, by March next 
year. 

Export Award for 
Tata Burroughs 

Tata Burroughs Ltd, has 
won the Cerlificalc of Merit 
for Excellence in Exports 
(Western Region) for 1979-80i 
The company has won the 
award for the export of com¬ 
puter consultancy and technical 
services. In the first year of 
full opiration, 1979-80, the 
company has shown remark¬ 
able achievement and has re¬ 
corded almost 200 per cent 
increase in the export of com¬ 
puter consultancy services 
compared with that in the pre¬ 
vious year. 

FICCI on Corporate 
Taxation 

- The Federation of Indian 
Chambers of Commerce and 
Industry (FICCI), suggested 
that the corporate rate of taxa¬ 
tion, including surcharge or 
surtax, be brought down subs¬ 
tantially and made compara¬ 
ble with that obtaining in other 
countries. 

This suggestion was made 
at the conclusion of a two-day 
meeting of the executive com¬ 
mittee and the standing advi¬ 
sory committee of the FKTM 
under the Chairmanship of Mr 
Arvind Lalbhai, Vice-President, 
recently. 

The Federation pleaded for 
necessary improvement of the 
present policy to create a con¬ 
genial climate for growth and 
back it with requisite finances. 
The return on investment, it 
Slid, had to be made reason¬ 
able through price adjustments 
in the case of controlled com¬ 
modities and by excise duty 
rebate wherever new invest¬ 
ment had become iion-viable 
owing lo escalation in project 
costs. 

The Federation spoke in 
favour of reduction of the rate 
of interest to make investment 
worthwhile and to restore Ihe 
balance between interest and 
dividend, besides drastically 
reducing delays in the appro¬ 
val of industrial projects by 
the Government and sanction 


of assistance by financial insti¬ 
tutions. 

Considering that industry 
was already facing acute shor¬ 
tage of finance, both long and 
short term, the FiCC appre¬ 
hended that the implementa¬ 
tion of the proposed new di¬ 
rective in respect of company 
deposits, to be effeciivc from 
April 1, 1981, would create a 
serious situation and cflfect 
production. 

The Federation underlined 
the need for producing oil in¬ 
digenously to the extent pos¬ 
sible and said the plan to step 
up production from the Bom¬ 
bay High lo 12 million tonnes 
in the next two years should be 
vigorously pursued. 

Change in Indian Fairs 

Future Indian fairs promise 
to be more business-like. 
Foreign buyers will be ifOli- 
fied about bulk import rc- 
qiiiremenls and hicilitafed 
lake part in fairs where 
Indian buyers will do com¬ 
petitive shopping, rhe i>ew 
iipproach of more trading 
through fairs' is regarded as 
a major rlcparlurc from the 
practice of sending purchase 
delegations broad. 

Mr Mohamad Yunus. Chaii- 
ma.ii of the I’rad'? fair Au¬ 
thority of India, told news¬ 
men recently thad Central 
Ministries had been advised 
to intimate what they like lo 
impori. The retimrcments 
would then be cireuladcd lo 
foreign Governments and 
firms that wish lo participate 
in the fair. Government has 
instructed departments and 
public sector unclertak ings 
to make pu''chascs as far as 
possible from goods d's- 
playcd by international ex¬ 
hibitors at the lair. 


Names in the News 

Metal Box India Limited has 
announced that Mr S.M. Basu 
will be appointed Managing 
Director of the company with 
eifect from the date when Mr 
P,K. Nanda, the present Chair¬ 
man and Managing Director, 
takes up his appointment in 
the United Kingdom in mid- 
1981, 


Mr Basu, who is 54, joined 
the company as a management 
trainee. He is currently head¬ 
ing the company’s metals busi¬ 
ness. Mr Basu was appointed 
lo the Board in January 1979. 

As announced earlier Mr P.K. ^ 
Nanda will continue as Chair¬ 
man of the Board of the com- 
pany. 

Mr Maihuradas G. Shab, IAS • 
Additional Chief Secretary, 
Agriculture, I'orcst & Co¬ 
operation Department, Go- 
vernment of Gu jarat has been ' 
nominated as Chairman of the 
Gu jarat Stale Financial Cor¬ 
poration by the Stale Govern- ! 
ment. Mr Shah is on the , 
Board of various other State 
enterprises 


THE ECONOMIST 
INTELLIGENCE UNIT LTD. 
LONDON 

Just Published : 2 World Commodity 
Outlook 1981 

1. Industrial Raw Materials 
This analytical survey exa¬ 
mines the progress to the end 
of 1981 for 25 Industrial Raw 
Materials. Individual reports, ( 
accompanied by background 
statistical data, assess likely ' 
trends in supply, demand and 
prices An introductory sec¬ 
tion sets the scene for commo¬ 
dity trading in 1981. 

2. Food, Feed.stulfs and 
Beverages 

This analytical survey exa¬ 
mines the prospects lo late 
1981 for 21 commodities. 
Individual reports, accom- - 
panied by background statisti¬ 
cal dat;i, assess likely trends 
in supply, demand and prices. 

An introductory section of 
8000 words examines the 
changing world context in 
which commodities are traded, , 
Prices in India of each 
publiciition including airmail 
Rs 604.80. 

Available from J.A. Shah, 
Exclusive Reprc.scntaiive in 
India of the E.I.U., 67 Marine 
Drive, Bombay 400020. 
Telephone 291283. Payment by 
cheque in favour of *J.A. 
SHAfP should accompany the 
order. 
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COMPANY MEETING : 


THE DELHI CLOTH & GENERAL MILLS CO., LTD. 

Speech by Dr. Bharat Ram. Chairman 
at the Annual General Meeting of the Company 
held on December 29. 1980 at Delhi. 


Ladies and Gentlemen. 

It gives me great pleasure to welcome 
you to this Annual General Meeting of 
your Company. If I have to report 
that the results this year have been dis¬ 
appointing, particularly after the good 
showing last year, it is because of seve¬ 
ral factors, totally outside the purview 
of the management. There have been 
extra-ordinary power cuts in almost all 
units, and specially the Kota units, 
where for a long time power cut was 
ICO per cent. Besides, there was a 
four-month strike in all textile units in 
Delhi.These unfortunate circumstances 
affected production and profitability. 
However, 1 do hope that the cuts will 
be less severe now and your Company 
would be able to show good results in 
the current year. Every effort is being 
made to increase productivity in spite 
of various constraints. Modernisation 
and renovation which had been started 
last year would also help to increase 
profits. It is with this anticipation 
that the Directors have recommended 
a dividend of 12 per cent, although 
the profits did not justify it. 

FUTURE OF NEW HOPES 

Since wc met last, there have been 
very dramatic changes in our political 
and economic scenario. With the 
change of the Government, expecta¬ 
tions have grown. Recently, there have 
been several dialogues between the 
Government and the industry and one 



Dr. Bharat Ram 

docs get the feeling that the authorities 
are seriously concerned about the cur¬ 
rent unsatisfactory economic situation. 
The Prime Minister is keen to see that 
the economy regains its poise and is 
able to move forward rapidly. 

CHALLENGES AHEAD 

No country is an island in itself. It 
is continuously exposed to internation¬ 
al forces. The oil crisis, for instance, 
has upset the balance of trade of most 
developed and developing countries. 
With the latest hike in oil prices, 
nearly 90 per cent of our exports will 
have to be utilised for paying the oil 


bill. Although, this problem has been 
inflicted on us from outside, it would 
be wrong to succumb. We have to look 
upon it as a challenge, that has to be 
met. Indeed, it should impart a new 
vigour to our development efforts. 

Nevertheless. I feel, whether it be 
the balance of payments, inflation or 
stagnation, the handicaps are more 
internal than external. Japan, which 
imports nearly 3/4th of its energy 
requirement, has been able to show a 
surplus on trade account. We depend 
on oil to the extent of only 15 per cent 
of our energy consumption. Our pro¬ 
blem is comparatively small and, if it 
looks so magnified in the external 
perspective, it is only because wc have 
not been able to handle our domestic 
affairs properly. 

Last year, our industrial production 
dropped by 3 per cent, though we had 
the capacity to produce another 
Rs 5,000 crores of industrial output. 
This would have meant less imports, 
more exports, higher employment, 
greater revenues to the exchequer and 
a belter standard of living to every 
one. The failure was not of industry; 
it was of infra^structure. As 1 mention¬ 
ed, there were heavy power cuts, al¬ 
most in every State, in respect of al¬ 
most every industry. Without power, 
the wheels of industry have naturally 
to come to a halt. There was labour 
unrest, which is not always reflected in 
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the number of mandays lost. What is 
missing really is effective management 
of the economy. 

A parameter by which the State of 
the economy, not only as it is, but as 
it is likely to be, can be judged, is in¬ 
vestment. It is the outcome of policy 
on the one hand and the perception of 
business about the economy on the 
other. It is not surprising to me that 
in the past one year or so, investment 
in the private sector has been nearly 
stagnant at around Rs 1,000 crores. If 
we try to answer why it has not grown, 
we would identify the ills, which the 
economy is suffering from. 

Basically, I think, investment 
depends on its motivation namely, pro¬ 
fit. Unless profit is reasonable, invest¬ 
ment will just not take place. However, 
the structure of policy at the moment 
is such that profitability is artificially 
depressed even in industries, which 
produce goods that are in short sup¬ 
ply, which in fact leads to malpractic¬ 
es of various types. Take, for instance, 
a very vital commodity like cement. 
Wc have the capacity to produce 
cement indigenously, with machinery 
produced within the country. Sur¬ 
prisingly, our retention price of cement 
is less than Rs 300 per tonne, when we 
have to pay the exporter abroad nearly 
Rs 800. And yet, we are compelled to 
import cement at the rate of nearly 2 
million tonnes a year. Why? 

The reasons arc simple. Firstly, in 
spite of assurance given by the Govern¬ 
ment, the cement industry is not able 
to earn even the 12 per cent post tax 
return. This return itself now needs 
to be raised to 14 or 15 per cent. And 
secondly, the financing of new invest¬ 
ments has become impossible. 

Let me elaborate. Many industries 
' are subject to price controls. Apart 
from cement, there are vital industries 


like paper, fertilizers, etc., which do not 
attract investment because it does not 
earn a reasonable return. I can well 
understand the Government view that 
prices have to be reasonable to the 
consumer. But 1 would also like the 
Government to appreciate that prices 
have to be reasonable to the producer, 
if growth is to take place at all and if 
the consumer does not have to suffer 
shortages continuously. The pheno¬ 
menal growth of foodgrains produc¬ 
tion, which has (aken place in recent 
years, is a sufficient proof of the fact 
that, if prices are reasonable, produc¬ 
tion expands and shortages get elimi¬ 
nated. This, I believe, is an economic 
axiom. 

I briefly mentioned that investment 
is not taking place today because 
industry is not able to mobilise ade¬ 
quate resources, although the rate of 
national savings has been up from 5 
percent in 1950-51 to 22 per cent now. 
With the high rate of corporate taxa¬ 
tion, enterprises are not able to retain 
sufficient funds for re-investment. Fur¬ 
ther, the capital market is in a bad 
shape and equities of new companies 
do not evoke response from the pub¬ 
lic. Even the institutional assistance 
is made subject to technical criteria 
which are impossible to be fulfilled. 
The result is shortage of finance, 
which has held up implementation of 
many of the licences and letters of 
intent which have been issued. 

Our corporate sector is probably the 
highest taxed in the world. I can 
understand the Government’s need for 
higher revenues to finance Plan pro¬ 
jects. Let me recall, however, that 
since planning siarled, tax revenues, 
as a ratio of national income, rose 
from 5 per cent to 19 per cent. Even so 
the GNP growth remained stay put al 
3.5 per cent. Last year it was negative. 
Would it not have been right to garner 


more revenues from larger production 1 
rather than from higher tax rates? 

{ 

CAPABILITIES & POTEN TULS 

1 understand that exercises made by ^ 
economic analysts show that rupees 
one crore left with the corporate sector 
can, through additional investment 
and production, yield rupees four 
crores of revenue to the Government. 

Of course, this docs not happen im¬ 
mediately. May be it takes three to 
four years. But when the Government 
is planning its cash flows over a period [ 
of time, it is this factor which is more ^ 
important than considerations of 
revenue in the year of the Budget. 
Short-sighted policies can lead to 
permanent damage to the very vigour 1 
and growth of the corporate sector, 
which is providing the bulk of the 
revenue. 

It is not my intention to suggest ] 
measures, which need to be adopted in j 
order to revive the capital market or ; 
make the financial institutions an 
effective complementary source of 
finance to industry. The simple consi¬ 
deration is that, if the policies of the t 
Government, whether in respect of 
corporate taxation, depreciation or 
interest rates, are so devised as to 
enable a company to pay a reasonable 
rate of dividend, public response to 
equities will be favourable. This was 
so in the early sixties and companies 
were able to achieve a much higher 
rate of growth, in spite of the extre¬ 
mely minor role played by the financial 
institutions. ^ 

In the next five years, the corporate ? 
sector is expected to achieve a growth t 
rate of 8 to 9 per cent per year, which | 
is the target, the Planning Commission ? 
has visualised in the Sixth Plan. I ^ 
entirely agree that this is the minimum 
effort that we should aim at. A doubt f 
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is sometimes expressed, however, 
whether there would be suflicient de¬ 
mand for additional industrial produc¬ 
tion. This, 1 think, is a rather hypo¬ 
thetical question. In a populous 
country, like India, demand can al¬ 
ways be generated and simultaneously 
resources as well, through a variety 
of means. Deficit financing would be 
both a resource as also a means to 
create new demand. Since April this 
year, money supply in the economy 
has teen declining, mainly because of 
the fall in foreign exchange reserves 
with the R.B.I, and can be counter-act¬ 
ed only through deficit financing of over 
Rs 3,(K)0 crorcs. Besides, when industry 
develops, employment takes place, not 
only in industry but in other down 
stream activities. There is a certain 
rhythm in economic development, 
which establishes the necessary 
harmony between production and 
sales. 

ROLE OF LARGE HOUSES 
Growth can take place, only, if it is 
entrusted to people, who arc capable 
of undertaking; it. It is difficult to 
imagine that large projects like cement, 
paper, caustic soda, fertilisers, etc., can 
be set up by small and medium entre¬ 
preneurs. They have necessarily to be 
implemented by what have been des¬ 
cribed as ‘large houses’. Why then is 
it that these entrepreneurs have to go 
through tortuous procedures and frus¬ 
trating delays? It is only when these 
entrepreneurs go into smaller indus¬ 
tries that industrial licensing should be 
enforced. Production for export is an 
extremely difficult and risky business. 
To go from raw material to more value 
added exports, it is necessary to bring 
in large houses on a large scale, lo 
match the ingenuity of even larger 
enterprises, with whom they have 
lo compete in the international 
markets. 

NEEDTOR new PERCEPTION 
The Government has been used to 
looking at cconon^issues in a purely 
domestic perspective! The need today 


is to internationalise the economy and 
to imbibe the methods and practices, 
which are prevalent abroad. Our 
technology, our scale of production, 
our management and marketing, require 
an international exposure to enable 
our country to catch up with other 
fast growing developing countries, even 
in our own Asian continent. It is only 
this new perception that can help fulfil 
the dreams of our people for a better 
standard of living. Without it, the 
landless labour will be waiting to be 
hired by the farmer, who has little to 
offer by way of wages; without this 
new perception, our industry will 
become technologically obsolete, unable 
to expand and compete; without this 
new perception, our national resources 
will not be economically utilised and 
our growth will remain low. 

^ MJNDAMENTAI, ISSUES 
Let me ask, 

—('an we afford the luxury of indulging in 
expensive delays of one sort or the other in 
the clearance of licences? 

—Should the Industries Development & Regu¬ 
lation Act lay emphasis on regulation or on 
re.il development, as it was intended to? 
-Should the Ciovernment linker with ideo¬ 
logical issues at the cost of national pro¬ 
duction? 

—Should the allocation of resources between 
public and private sectors be determined 
purely in terms of the programmes of the 
Govornmcnl alone or according to the needs 
of both? 

—Should not infra-structure enterprises, 

whether power or coal, be given adequate 
autonomy to be able lo improve manage¬ 
ment cfliciency? 

Can there be an improvement in cdieicncy 
without a proper system of reward and 
punishment? 

- Can pricing policies, which ignore the inte¬ 
rests of the producer ever .succeed in attract¬ 
ing investment or removing shortages? 

- -Should wc not create larger resources, even 
through deficit financing and channel sav¬ 
ings by reviving the capital market? 

—Shimld the terms and conditions for assis¬ 
tance imposed by the financial institutions 
stand in the way of speedy implementation 
of projects? 
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These are questions to which the , 
policy makers should find the right 
answers. The sooner they do, the 
earlier would the country get out of 
the balance of payment crisis, shortages 
and inflation, or unemployment and 
poverty, l-et there be a greater cohe¬ 
sion and trust between the Government 
and industry, industry and labour, and 
amongst different political groups, so 
that there are no stumbling blocks in 
the implementation of policies and 
objectives. 

In the end, I would like to thank all 
our workers and staff for the devoted 
manner in which they have worked 
throughout the year in spite of many 
hardships and difficulties. 

I wish you all a Happy New Year. 

Notc \ This does not purport to be a 
record of the proceedings of the Annual 
General Meeting. 
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India Carbon 

India Carbon has earned a 
higher gross profit of Rs 80.95 
lakhs on lower sales of Rs 
9.09 crores during the year 
ended June 1980 against Rs 
37.07 lakhs on sales of Rs 
12.62 crorcs in the previous 
year. After providing Rs 
13.57 lakhs (Rs 15.38 lakhs) 
for depreciation and Rs 40.50 
lakhs (nil) for taxation, and 
after some adjustments, a sum 
ofRs 3.42 lakhs (Rs 5.97 
lakhs) has been transferred to 
general reserve. A final equity 
dividend of nine per cent has 
been declared. Together with 
the nine per cent interim al¬ 
ready paid, the total dividends 
for the year is 18 per cent 
which will absorb Rs 23.46 
lakhs (Rs 15.72 lakhs). 

The Budge-Budge unit has 
been closed. A separate sub¬ 
sidiary company under the 
style Budge-Budge Carbon 
Ltd, has been formed to take 
appropriate action as the 
situation may permit. The 
company’s present working is 
satisfactory as (he Gauhaii 
rchnery hus been operating in 
the current year and the com¬ 
pany has been getting its feed 
stocks though not in desired 
quantities. Profitability for 
current year is expeclcd to be 
reasonably good. 

The company’s dispute with 
Goa Carbon has been settled 
amicably and in terms of a 
memorandum of settlement, 
it has transferred its entire 
shareholding to Mr V.S. 
Dempo and his nominees. 
The settled duc.s in respect of 
royalty up to June 1980 have 
been received. 

Upton India 

Mr R. Bahadur, Chairman 
and Managing Director, 
Lipton India, has told share¬ 


holders that the Board luis no 
knowledge of any proposal of 
the company's merger with 
any other company. He has said 
that the company's working 
in the first half of the current 
year has resulted in a loss due 
to several factors. The com¬ 
pany is, however, likely to 
earn a profit in the second 
half of the year. The manage¬ 
ment has no plans to diversify 
in lines other than tea business. 
No diversification might be 
possible in the near future 
owing to current cash-flow 
problems. The contract pack¬ 
ing system, introduction of 
clearing and forwarding agents 
and redistribution stockists 
may not have benefited the 
company in the short-run, 
but would definitely help im¬ 
proving its profitability in the 
long run. 

Chemicals and Fibres 

Chemicals and fibres of 
India has suffered a setback 'ii 
its working results during the 
year cntVd September 1980. 
While the turnover is down by 
seven per cent from Rs 4(\88 
crores in 1978-79 to Rs 43.40 
crores in 1979-80, the gross 
profit has come down from 
Rs 4.78 crorcs to Rs 1.59 
crorcs. 

After providing Rs 104 lakhs 
(Rs 109 lakhs) for depreciation, 
Rs 10 hkhs (Rs 255 lakhs) 
for taxation and Rs 3.4 lakhs 
(Rs .3.5 lakhs) for investment 
allowance, the net profit works 
out to only Rs 11 lakhs against 
Rs 110.5 lakhs m the previous 
year. A sum of Rs 62 lakhs 
(nJI) has been drawn back 
from general reserve and Rs 
28 lakhs (Rs 36 lakhs) from 
capital reserve-revaluation ac¬ 
count. 

An equity dividend of 10 
per cent has been declared on 


M l .. . ■ — - . 

the enlarged capital resulting 
from the two-for-five bonus 
issue made during the year, 
against 16 per cent paid on 
the old capital for 1978-79. 
Dividends will absorb Rs 74 
lakhs (Rs 85 lakhs) A sum 
ofRs28 lakhs (Rs 36 lakhs) 
has been transferred to general 
reserve No 2. Sales tonnage 
was only 5,06.1 against 5,608 
tonnes in 1978-79 and 5,663 
tonnes in 1977-78. The tax 
liabiiiiy has been low in vievy 
of capitalisation following the 
completion of the expansion 
to I0,()(K) tonnes per annum. 

Mayfair Leather to 
Enter Market 

Mayfair Leather Industries 
will enter the capital market 
shortly, with a public issue 
of 288.000 equity shares of 
Rs 10 each for ca.sh at par. 
The company set up by Kon- 
kan Chemicals Pvt Ltd and 
Mr V.K. Dar, has already set 
up a wholly export oriented 
leather footwear, leather gar¬ 
ments and other leather goods 
manufacturing unit at Badla- 
pur in Maharashtra. The 
company, which has achieved 
100 per cent licensed capacity 
in footwear manufacture has 
an Older book of over Rs 70 
lakhs from the LISA, C'anad i, 
the UK, Weslcrn L'urope and 
Australia. The company en¬ 
visages a liiniovcr of Rs 1.80 
crorcs in the year ending 
November 1981. It hopes to 
pay dividend fiom the very 
first year of operation. 

Premier Tyres 

Mr Chnidrakant Desai, 
Chairman, Premier 'Lyres fold 
the company's annual meeting 
that with the return of nor¬ 
malcy in working conditions 
and cooperation of workers 
after lifting the five-month 
strike, which ended in June 
this year. TTic company was 
doing its best to regain the 
lost ground by maximising 
production which, it is hoped, 
would improve further in the 
coming months with phased 
commissioning of the equip¬ 
ment being installed for the 
expansion of capacity. The 
Government has approved the 
foreign collaboration agree¬ 
ment with a manufacturer of 


conveyor belting and other 
preliminaries are being follow¬ 
ed up. Steel cord reinforced 
belting is not manufactured 
in the country at pre.'icnt and 
the company's manufacturing 
facilities for this will be the 
first ill the country and will be 
entirely an import substitution 
product. 

Khatau Mills 

Khataii Makanji Spinning 
and Weaving C'onipany has 
achieved a higher turnover of 
Rs 20.18 crores during the first 
five months of the current 
year (July to November) 
against Rs 19.36 crorc in the 
corresponding period of last 
year. 

Disclosing this the company's 
Chairman, Mr Dharamscy 
M. Khatau, told shareholders 
at the annual general meeting 
in Bombay recently that the 
company hoped to maintain 
the high level of quality pro¬ 
ducts in view of the modernis¬ 
ation of milts, The company 
expects to spend nearly Rs 160 
lakhs on the modernisation 
programme. 

The (Tiairman has .said that 
the recent spurt in cotton 
prices is likely to afLect the 
profitability of the cotton tex- 
tile.s industry. 

The cotton crop for the 
current year is now estimated 
at 74 to 75 lakh bales against 
the earlier estimate of 81.5 
lakh bales. The crop has been 
alfectcd because of adverse 
weather conditions in Punjab, 
Haryana, Maharashtra and 
Gujarat. TTie Government 
will have to move very cauti¬ 
ously on the coltt>n export 
front in view of the lower crop 
for the current year. 

Gujarat Narmada Issue 

Gujarat Narmada Valley 
I crtiliscr Co L'd which has 
been promoted ji>intly by the 
Government of Gujarat and 
Gujarat Slate L'erlilisers Co 
Ltd is gearing itself to make 
a record public issue of nearly 
Rs 44 crores. 

The Rs 445 crorc fuel oil 
based fertiliser project at 
Bharuch is likely to be com¬ 
missioned by the middle of 


EASTERN ECONOMIST 


47 


JANUARY 2, 1981 


(^981. The issue is likely to be 
^made around this time. 

In view of the large size of 
the issue of capital to the pu¬ 
blic. GNFC has appointed as 
many as five managers to han¬ 
dle the share offer. They are 
ICICI, State Bank of India, 
Bank of Baroda, J.M. Financi¬ 
al and Investment Consult¬ 
ancy Services Private Ltd and 
FICOM Consultancy Services. 

This will be the largest 
single public issue by any 
company so far and it is for 
the first time that a team of 
five managers has been ap¬ 
pointed to advise the company 
on the share offer. It is learnt 
that these managers are sche¬ 
duled to discuss with the man¬ 
agement the strategy for mak¬ 
ing this huge and prestigeous 
! issue a success. 

‘ GSFC, which is a leader in 
the fertiliser industry, is having 
' a 25 per cent stake in the share 
I capital of GNFC. Its invest¬ 
ment already amounts to about 
j Rs 23 crorcs. 

?iStovec Screen 

Stovec Screen India is re¬ 
peating 15 per cent dividend 
for the year ended September 

1 1980 on the capital as enlarged 
by a two-for-three bonus issue. 

The company has shown a 
gross profit of Rs 96.77 lakh 
cm a total income of Rs 2.49 
crorc compared to Rs 66.35 
lakh and Rs 1.47 crore respec¬ 
tively, in the previous year. 
After depreciation (Rs 16.08 
jllakh), investment allowance 
1 reserve (Rs 1.87 lukh against 
jRs 0.88 lakh) and taxation 
ij^Rs 53.85 lakh against Rs2.50 
I! lakh), net surplus amounted to 
, Rs 24.97 lakh compared to the 
liprevious year’s Rs 51.04 lakh. 
jOut of this, the proposed divi- 
'dend will absorb Rs 7.50 lakh 
‘<Rs 4.50 lakh). 

^ovind Poy Oxygen 

Govind Poy Oxygen, which 
•went into commercial produc¬ 
tion hardly two years back, 
has turned out encouraging 
results for the year ended June 
.1980. The turnover at Rs 23.87 
lakhs, is up by about 31 per 
cent over the previous year, 
when the turnover was Rs 33.52 
lakhs. The gross profit which 


.. ** ' tv-.. ;• 

is higher atRs lakN 

(Rs 3.96 lakhs) has absorbed 
investment allowance reserve 
OfRs 5.74 lakhs (Rs 62,481) 
and depreciation Rs 3.13 lakhs 
(Rs 3.31 lakhs). Dividend has 
been passed over. The demand 
for industrial gases in and 
arouud Goa is gradually in- 


first five months of the earrent 
year are quite encouraging. 
The company has made 
arrangements to dispose of a 
major portion of its production 
of liquid oxygen and nitrogen 
in the neighbouring States. The 
company hop^s to achieve bet- 


' dividehd'ii 

Paper Products 

Paper Products has turned 
out substantially improwd 
results for the year ended July 
1980. Sales, profits and mar¬ 
gins are significantly higher 
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tfaan in tbe pr^iiding year; 
The dividend has been stepp¬ 
ed up from 12 per cent to 14 
per cent and the enhanced 
dividend is covered more than 
four times by one year’s earn¬ 
ings. 

As against an increase of 
about 25 per cent in sales from 
Rs 8.97 crores to Rs 11.22 
crores, the pre-tax profit has 
risen by nearly 52 per cent 
from Rs 35.93 lakhs to Rs 

54.62 lakhs lifting the ratio 
of pre-tax profit to sales from 
around four per cent to 4.9 
per cent. 

After providing Rs 3.75 
lakhs (Rs 2.30 lakhs) for 
investment allowance develop¬ 
ment rebate reserve and Rs 
10.25 lakhs (nil) for taxation, 
the net profit amounts to Rs 

40.62 lakhs against Rs 33.63 
lakhs in the previous year. 
Preference dividend will claim 
Rs 1.23 lakhs (same) and 
equity dividend Rs 10.08 
lakhs against Rs 8.64 lakhs 
in the previous year. After 
certain adjustments, a sum 
of Rs 31.10 lakhs (Rs 23.25 
lakhs) has been transferred 
to general reserve. 

Precision Bearings 
Maintains 

Precision Bearings India 
has maintained equity divi¬ 
dend of 10 per cent for the 
year ended August 1980. The 
company has fared well with 
the pre tax profit increasing 
to Rs 79.73 lakhs from Rs 
58.49 lakhs in the previous 
year. After providing Rs 5.25 
lakhs (nil) for taxation and 
making some adjustments, 
there is a surplus of Rs 75.22 
lakhs (Rs 73.44 lakhs). A 
sum of Rs 40 lakhs (same) 
has been transferred to in¬ 
vestment allowance reserve and 
Rs 18.51 lakhs (Rs 16.73 lakhs) 
for general reserve. The pro¬ 
posed dividend will absorb 
Rs 16.71 lakhs (same). 

Indian Oxygen 

Indian Oxygen has shown 
improved results for the year 
ended September 1980. Tne 
company has earned a higher 
pre-tax profit of Rs 4.55 crores 
against Rs 2.73 crores in the 
previous year. After providing 

tAanmn bccwomist 


Rs (Rs 149 crores) 

for taxation and Rs 22 lakhs 
(Rs 28 lakhs) for investment 
allowance reserve and making 
some adjustments, there is a 
surplus of Rs 19.67 lakhs (Rs 
20.30 lakhs). Equity dividend 
has been raised from 10 per 
cent to 15 per cent and will 

^Apollo Tube* 

82.13 lakhs). 


tekh tonnes to 6.75 lakh iorinii 
per annum. The new plant 
at Gomia for concentrating 
nitric acid by using magnesium 
nitrate as the dehydrating 
agent was commissioned during 
the year and is functioning 
satisfactoiily. 


Indian Explosives 

Indian Explosives has suff¬ 
ered a setback in its working 
during the year ended Septem¬ 
ber 1980. Sales declined from 
Rs 86.97 crores in 1978-79 to 
Rs 68.15 crores in 1979-80. 
The shortfall was almost cn- 
tijcly due to over 54 per cent 
drop in sales volume of urea 
bearuse of continued power 
cut averaging 50 per cent for 
11 months of the year and 
because of cessation of supplies 
of naphtha for three months 
from the Barauni rclincry 
which was closed down iis a 
result of the blockade of ci uclc 
oil from Assam. Production 
and sales of explosives, though 
higher than last year, were 
affected by the explosion in 
one of the cartridging houses 
in May 1980. 

The working has resulted in 
a significantly lower gross 
profit of Rs ro2 lakhs ag:imsi 
Rs 963 lakhs. The tax liability 
was Rs 84 lakhs against Rs 
732 lakhs. Additionally the 
directors have decided to pro¬ 
vide for the taxation liability 
in respect of previous years of 
Rs 389 lakhs, which has arisen 
as a result of the ictrosjx'ctivc 
amendment made by the Fin¬ 
ance Act, 1980, to Section 
80J of the Income Tax Act 
1961, by transferring a similai 
amount from the general res¬ 
erve. The company has chal¬ 
lenged this retrospective amend- 
menl before the Supreme 
Court and has obtained an 
interim stay. In view of this 
provision of taxation liability 
for previous years, there is a 
loss of Rs 371 lakhs. Equity 
dividend has, therefore, been 
passed over. 

The compjiny is going ahead 
with the implementation of the 
project to expand the capacity 
of urea at Panki from 4.50 


The Directors of Apollo 
Tubes Limited have finnounced 
a dividend of 12 per cent on 
equity shares for the year 
ended July 31, 1980. The 

company has submitted an 


a|)plication to the Income Tax 
Department to determine an 
appropriate proportion of 
tax free dividend under Section 
80 K of the Income Tax Act 
1961, as applicable to new 
industrial undertakings. Th0 
management expects part 
of the dividend to be tax free. 

The company’s plant is situ¬ 
ated at Ranipet, near Madras, 
in an industrially backward 
area developed by the State 
Industries Promotion Corpo¬ 
ration of Tamil Nadu Limited 
(SIPCOT). The company’s 
production range has been ex- 


PUBLIC ENTERPRISES SELECTION BOARD 


Invites applications for 

Member (Exploration) 

Oil 8t Natural Gas Commission 

Applications are invited for the post of Member (Explora¬ 
tion) in the Oil & Natural Gas Commission (a Govt, of India 
Enterprise), Debra Dun. It is a senior Board level appointment 
and the incumbent will report to the Chairman of the organisa¬ 
tion. ONGC is a major oil exploration and production organisa¬ 
tion whose area of operation extends to all parts of India. 
Eligibility ; The applicant should be : (a) a citizen of India, or 
(b) a sui^'ect of Bhutan, or (c) a subject of Nepal, or (d) a 
Tibetan refugee who came over to India before the 1st January, 
1962 with the intention of permanently settling in India or (e) 
a person of Indian origin who has migrated from Pakistan/Burma/ 
Sri Lanka/the East African countries- Kenya, Uganda. United 
Republic cf Tanzania, Zambia. Malwai. Zaire and Ethopia and 
Vietnam with the intention of permanently settling m India. 

Provided that a candidate belonging to categories (c) & 
(e) above shall be a person in whose favour a certificate of 
eligibility has been issued by the Government of India. 

Job Responsibilities : Person selected will be responsible for 
framing the exploration programmes and projects—both long¬ 
term and short-term - and overseeing their implementation. He 
will also be incharge of the Institute of Petroleum Exploration, 
Institute of Reservoir Studies, Institute of Drilling Technology 
and all other R & D activities. Job responsibilities will include 
monitoring of the projects/organisations and providing guidance/ 
assistance to all persons engaged in this field. 

Qualifications : A good Master's Degree in Geology or Geo¬ 
physics or Geo-chemistry from a reputed institution. 

Experience : Person to be selected should have at least 15 
years’ experience in the geo-science field, preferably in the area 
of oil exploration and production, at least 5 years of which 
should be of top management level. 

Age : 45 to 54 years relaxable in the case of exceptionally 
qualified or experienced persons. 

Emoluments : The post carries a pay scale of Rs. 3000-125- 
3500. plus perquisites like subsidised residential accommodation, 
company car, leave trave*. concession, medical facilities as 
applicable to top level posts in the organisation. 

Persons ruifilling the required q'talifications and experience 
may apply in the prescribed form within 30 days of this advertise¬ 
ment. Applications will be treated as confidential. The pres¬ 
cribed form may be obtained by sending a self-addressed 
envelope (25 cm x 10 cm) to Shri R. K. Tikku, Secretary. Public 
Enterprises Selection Board, Ministry of Finance. Fandkot House 
(1st Floor). Copernicus Marg, New Oelhi-110001 
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^ tended from 15 mm—50mm to 
^19Slsizes of 15 mm—80 mm for 
®mad«which there is good demand. 
^ In its products arc being used 
^the ifor irrigation and water supply 
%lic, schemes and rural development 
^manprogrammes. 

^dlc t During the year the sales 
■ICIQurnovcr has amounted to Rs 
tean!7.90 crorc as against Rs 7.62 
|al crore in the previous year, 
ancjl'he net profit, after finance 
-FlCfchargcs and depreciation, 
* Tfcomes to Rs 24.09 lakh. After 
Jsinglransferring Rs 6.50 lakh to 
iomdcvelopment rebate reserve 
ihe find Rs d-.'^O lakh to invest- 
%vemcnt allowance reserve, the 
jjoiidisposablc surplus is Rs 11.09 
ontlakh. After adding surplus of 
VhatRs 8.36 lakli brought forward 
*dui4hc total disiributable profit 
agegmounts to Rs 19.45 lakh, 
ing After the proposed divi- 
issudend, Rs 6 lakh has been 
(transferred to general reserve 
ijjeitiHl Rs 5.09 lakli has been 
^ 2 P^rricd farward. Total rc- 
cab^^rves as on July 31, 1980, 
Hj^/itand at Rs 50,62 lakh against 
ng the paid up capital of Rs 69.84 
lakh. 

Sto According to Mr Raunaq 
Singh, Chairman, the com¬ 
pany’s working results for the 
P®%urrenl year are likely to be 

^^.^onus Issue by Elecon Engg 

gre The Directors of Hlecon 
on Engineering have decided to 
cremake a bonus issue in the 
lalproportion of one share for 
tiv&very two held subject to the 
ponsent of the C^introller of 
li^ljCapital Issues. The proposal 
f^^ill involve capitalisation of 
j(Jls 81 lakh from general re- 
^gserve. 

^^educed Dividend by 
p^AE (India) 

Oi 

SAP. (India) has reduced 
/pthe equity dividend to 20 
'' per cent Cor the year ended 
Q^unc 1980 from 2.^5 per cent 
m 1978-79 in the wake of a 
setback in its working. Accor- 
^Uing to the preliminary slale- 
J*hienl, sales have gone dowai 
“Vrom Rs 9.P5 croies to Rs 
^%.72 ciorcs iiiul the pre-tax 
|profil from Rs 85.63 lakhs 
^o Rs 79.79 lakhs. After provi- 
<^ing Rs 18.32 lakhs (Rs 3.56 
JHakhs) for investment allow¬ 


ance, Rs 7 lakhs (Rs 45 lakhs) 
for taxation, there is a surplus 
of Rs 54.47 lakhs against Rs 
43.56 lakhs. Equit\ dividend 
will absorb Rs 15 lakhs against 
Rs 18.75 lakhs. The balance 
of Rs 39.47 lakhs (Rs 24.81 
I'lkhs) has been IransCerrcd to 
general reserve. 

Punjab Tractors 

Punjab Tractors has step¬ 
ped up the equity dividend 
to 15 per cent for the year 
ended June 1980 from 12 
per cent in 1978-79. The com¬ 
pany has la red well with 
sales rising from Rs 24.12 
croros to Rs 34.34 erores and 
tlic gross profit from Rs 2.45 
crorcs to Rs 2.93 crorcs. After 
providing Rs 91.29 lakhs (Rs 
73.89 lakhs) for depreciation, 
Rs 62.50 lakhs (Rs 52.50 
lakhs) for inve.stment allowance 
reserve and Rs 22 lakhs (Rs 
20 lakhs) for taxation, the 
net profit woiks out at Rs 
117.31 lakhs against Rs 89.05 
lakhs. Equity dividend will 
absorb Rs 16.50 lakhs (Rs 
13.20 lakhs). Sales in the 
firstf oui months (Jidy-October 
1989) of the cur;cnt year have 
amounted to Rs 11.40 crorcs. 

Capital and Bonus Issues 

I ifteen companies have been 
allowed to raise capital. I he 
following arc the details : 

Bonus Issue 

Sree Saraswathi Mills Limi¬ 
ted : Rs 20,00,000 in fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
1 : 1 . 

Indrama Private Ltd : Rs 
1,00,000 in fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of 1:1. 

Autometers Limited : Rs 
10,50,()(X) in fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio 1:1. 

Amco Batteries l.imited : 
Rs 50,00.000 in fully paid 
equity shares of Rs 100 each 
in the ratio of 10:23. 

Bowreach Cotton Mills Com¬ 
pany Limited : Rs 30,47,670 in 
fully paid equity shares of 
Rs 10 each in the ratio of 1:2. 

Rapsri Engineering Industries 
Private Limited : Fully paid 
equity shares of Rs 10 each 
in the ratio of 1:1. 

Raunaq International Limited: 


Rs 14,21,333 in fully paid 
equity shares of Rs 10 each in 
tlie ratio of 3:4. 

The Vijaya Lakshmi Mills 
Limited : Rs 19,92,000 in fully 
paid equity shares of Rs 100 
each in the ratio of 4:5. 
Further Issues 

Shree Vindhya Paper Mills 

Ltd : Issue of equity shares 
w'orth Rs 60 lakhs for cash at 
par. The proceeds of the issue 
are to be utilised to meet a part 
of the capital cost of the paper 
project to be set up in the 
State of Maharashtra. 

Shri Ambuja Petrochemicals 
Limited : Issue of equity shares 
Oi Rs 114 lakhs for cash at par 
to the existing shareholders 
of the company on rights basis. 
The proceeds of the issue will 
be utilised for meeting a part 
finance for the over-run in the 
cost of the project, being .set 
up in Mcdak. Andhra Pradesh 
for the manufacture of organic 
riid inorganic chemicals. 

Benares Hotels I.td : 
10,00 000 equity shares of 
Rs 10 each (inclusive of the 
equity capital ofRs 19,08,980 


already raised) for cash at par. 
The proceeds of the issue are 
to be utilised to meet a part of 
the capita] cost of the hotel 
project to be set up at Varanasi, 
Uttar Pradesh. 

The lata Power Co Limited: 
issue of fresh equity shares 
worth Rs 975 lakhs for cash at 
par to the public through a 
prospectus. The proceeds of 
the issue arc to be utilised to 
finance a part of expansion 
cost of the Trombay Thermal 
Power Station. 

The Tata Hydro-Electric 
Power Supply Company Ltd : 
Issue of fresh equity shares 
worth Rs 350 lakhs for cash 
at par, to the public through a 
prospectus. 

The Andhra Valley Power 
Supply Company Limited: issue 
of equity shares wo^-th Rs 525 
lakhs to the public through a 
prospectus, for cash at par. 

Indian Sew ing Machine Com¬ 
pany Ltd : Issue of equity 
shares worth Rs 200 lakhs for 
cash at par, except Rs 80 lakhs 
to be allotted to Singer Com¬ 
pany, Slamfored, USA. 
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INDIAN EXPORT YEAR BOOK-1980-81 

(Fifth Annual Issue of Sales Overseas) 

Useful for Exporters/Importers, Chambers of 
Commerce and others. 

Indian Offices Abroad, Foreign Offices in 
India, Statistical Tables, Exporters under 
various groups and other Allied 
Information. 


Price 

Abroad 


Rs. 80.00 
US$15.00 


Inclusive of airmail 
postage 


Ask your Bookseller or 

SALES OVERSEAS 

D-20, Green Park, 


New Delhi-110016. 

Tel.: 666279. Cable ; 


"Saleovseas". 
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the'^^Bp^EcIble ends 
' with the perfermcmce 


Even the most technologically advanced 
Drocess does not have to mean the rpost 
superior power cable. What is really important 
is the capacity of the cable to perform— 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries. UNISTAR ®re a vital 

pre-requisite. Because there is a UNISTAn 
cable for every need. 

Now UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboration with AbtA 
KABEL. Sweden, 


UNISTAR range of cables also include:, 
Paper Insulated Power Cables. Thermoplastic 
and Elastomeric Cables. Railway Signalling 
Cables. Mining Cables. Airfield Defence 
Cables. Shipbuilding Cables. Quarry Trailing 
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January 8 

Cioa's Lt'Govcrnor, C^oloncl Pratap 

Singh Gill, tendered his resignation 
to the President with a request that it 
may be accepted with immediate cflect. 

The monthly index of wholesale 
prices declined for the second successive 
month in December to 256.6 (provisio¬ 
nal) from the November figure of 258.2 
despite a maginai rise in the weekly in¬ 
dex for the last week of the year. 

A mussivc import plan for telecom¬ 
munication equipment amounting to 
Rs 387 crorcs at current price, has been 
proposed by the Union Communications 
Ministry to revamp telecommunication 
services. 

The first tolally-indigenously manu¬ 
factured Maruti car will be produced 
by 1983, according to the Industry 
Minister, Dr Charanjit Chanana. Cars 


with imported parts might come out 
much earlier. 

January 9 

The Indo-Bangladcsh talks on Ganga 
waters were adjourned without the re¬ 
view of the 1977 agreement being con¬ 
cluded. 

'rhe Union Government gave 90 days' 
time to Mr Laldcnga and his Mizo 
National Front (MNF) to accept its 
offer for a political settlement of the 
decadc-old insurgency in Mizoram. 

India and France signed the technical 
collaboration agreement for the Rs 1,242 
crorc Orissa aluminium complex, whicji 
will be the largest in the world. 

The maximum period for which pre- 
shipment credits arc given at a conces¬ 
sional interest rate increased from 135 
days to 180 days for certain items. 

The export duty on groundnut kernel 
and groundnut in shell doubled. 


January 10 

Kuwait raised the price of its oil by 
$4 a barrel and Iraq and Qatar were re¬ 
ported to have effected similar hike as 
of January I this year. 

India and Bhutan discussed some 
specific proposals for diversifying their 
bilateral economic and technical coope¬ 
ration. 

January 11 

A 14-mcmher US Senate delegation 
arrived here on a two-day visit for 
discussion with Government leaders on 
the Indian Ocean and the military affairs 
in the Indian Ocean region. 

The national executive of the Janata 
(S) in a resolution proposed that 
the party merge with the Janata Party 
unconditionally. 

The President of the Bharatiya 
Janata Praty, Mr Atal Bihari Vajpayee, 
in his seven-point plan suggested that 
1961 should be the ‘‘cut-off” year for 
detection of foreigners in Assam. 
January 12 

^The price of kerosene raised by 10 
paisc per litre. Prices of petrol, highspeed 
diesel oil and light diesel oil raised by 
37 paisc per litre. Price of LP gas cylin¬ 
der increased by Rs 5 each. 

Three British Labour MPs who re¬ 
turned to London after a week-long fact¬ 
finding mission to Afghanistan at the 
invitation of the Habrak Karmal 
regime express the opinion that the 
guerilla activity is uncoordinated and 
sporadic in nature and does not pose 
too much of a threat to the communist 
administration. 

In a major bid to mop us ‘black 
money*, the Union Government promul¬ 
gated an ordinance providing for a new 
scheme of investment in special bonds. 

January 13 

The United States Export-Import 
Bank said it would lend S 23.375 million 
to help India buy US oil industry equip¬ 
ment and technology. 

January 14 

Six prisoners were killed and 22 

injured when the police fired in the 
Samastipur district jail following a 
clash involving inmates of the jail and 
wardens. 
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Industrialists on Strike ? 


The private sector is once again under attack. Both the Prime 
Minister and Finance Minister have bemoaned the failure of 
the private sector to respond enthusiastically to various crumbs 
which the Government seriously believes amount to major 
concessions and incentives. This is clearly a case of the Govern¬ 
ment becoming a victim of its own cupidity. It is not yet 
known what were the data on the basis of which Mrs Gandhi 
attacked the private sector. In the past she has often criticised 
this sector for doing too much (such as production in excess 
of licensed capacity, or large houses growing loo fast). But 
on this occasion she is obviously complaining that the private 
sector is doing too little (presumably by way of investment and 
production). It is not easy to debate the merits of her criticism 
without the benefit of the data on which she has based it 
(assuming of course that there is such data and that her 
criticism was intended seriously). But a moment’s rellection 
brings out an important contradiction in this kind of olf-the-culf 
indictment. One of the major concessions given this year to 
the private sector is supposed to be the rcgularisation of excess 
capacity. Can the same industrialists who risked prosecution 
by operating excess capacity now seriously be accused of not 
wanting to produce enough? 

There is no industrialist who does not want to produce more. 
But he can do so only if he has power, coal, transport, raw 
materials and the rest of the supporting structure. There is no 
question that industrial output has been disappointingly low 
this year. But this is not because industrialists arc on strike, 
nor even because workers arc on strike. It is because neither 
industrialists nor workers can churn out goods and services 
when the supporting infrastructure has collapsed. The Govern¬ 
ment needs to look at its own agencies and their disastrous 
performance, which has held the rest of the economy to ran¬ 
som. Jt is obviously not politically expedient for Mrs Gandhi 
to do so. But the President, Mr Sanjiva Reddy, was speaking 


no more than the truth when the other day he lashed out at 
public sector for its inefficiency. 

The fact of the matter is that the biggest problem of the 
private sector has become the public sector. The former de¬ 
pends almost entirely on the latter for inputs and support 
facilities. The public sector now has a .stranglehold on the 
economy, and if it does not work properly nothing else can. If 
only the public sector can get going, the private sector will 
take off in tandem. 

Things arc finally showing signs of improvement. Power 
gcneiation is estimated to have risen by around 20 per cent in 
November and December, coal output is up by 7 per cent and 
even railway loadings have improved marginally. This has 
immediately resulted in industrial output spurting by an esti¬ 
mated 7 per cent in November and 10 per cent in December. 
The lesson is clear. If we have a Government that works, we 
will also have a private sector that works. If the Government 
doesn’t, the private sector can’t. 

The other area of alleged tardiness on the part of the pri¬ 
vate sector is investment. Since there are absolutely no com¬ 
prehensive, up-to-date figures on private investment, it is diffi¬ 
cult to make out the basis on which there is .so much criticism. 
Sanctions for capital issues have, according to some press 
reports, fallen in 1980 compared to the previous year. But this 
might merely be on account of fewer FERA issues, and anyway 
new issues constitute only a small part of private investment. 
A much more detailed analysis is necessary before anything 
firm can be said on investment trends. 

But one thing is clear. There is no runaway investment 
boom. And if the Government seriously thought that its policy 
measures in 1980 were going to spark off an instant boom, its 
economic education is sadly incomplete. 

The investment scene is dominated by two factors—the 
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scarcity of white money (arising out of price controls and 
high taxation) and the relentless rise in investment costs. The 
Government's tinkering with the fringes of these problems can¬ 
not possibly be expected to yield spectacular results. Retained 
corporate profits have hardly risen at all in real terms in recent 
years. These profits are the seeds of further growth, not new 
issues. When the seed is so small how can the Government 
expect a luxuriant growth from it? The fall in industrial output 
in most of 1980, ciused by the collapse of the public sector 
infrastructure, has seriously eroded prohts, particularly in key 
sectors like cement and steel. Of course the consequent scarci¬ 
ties have resulted in higher prices. But these have benefiled only 
blackmarketeers. The producers have been held in the strait- 
jacket of controlled prices. And so cement and steel companies 
have shown a fall in profits even while blackmarketeers arc 
making perhaps Rs 1000 crores per year in these two commodi¬ 
ties. Meanwhile the investment cost of new cement and steel 
projects has skyrocketed, for capital costs are rising twice as 
fast as the price of finished products. 

Seen against this scenario, it is ridiculous for the Govern¬ 


ment to believe that it has given great incentives by way of 
accelerated depreciation, regularising excess capacity, or limit¬ 
ing the converlibility of loans. All these may be steps in the 
right direction, but they do not alter one whit the spectacle 
of inadequate white profits struggling in vain against escalating 
investment costs. Black money profits arc no doubt galloping 
upwards, but this docs not help investment. Black money docs 
have the positive effect of creating a buoyant capital market— 
the manner in which new issues are being heavily oversubscrib¬ 
ed proves that there are huge sums available seeking a profit¬ 
able outlet. But unless there is enough white money in the 
form of company profits and private savings to provide the 
seed capital, black savings cannot be harnessed via the capital 
market and company deposits. 

In short, there arc two necessary conditions to be fulfilled 
if the Government really wants an investment boom. One is a 
sharp reduction of taxes, and the other is lifting of price and 
distribution controls on a selective basis. The more boldly the 
Government moves on these two fronts, the more dramatic will 
be the results. 


Who Needs an Exim Bank—Now ? 


Thh best way of countering charges of inactivity is to become 
active, or better still, to pretend to have become active. 
Governments are good at this sort of thing and the decision to 
set up an Exim Bank falls in this category. On the face of it 
the argument is sound. Exports need to be boosted but in 
order to be so boosted there must exist, amongst other things, 
a facility for export finance; so, let us set up an Exim Bank 
which w.ll take care of export and import credit. 

Impeccable, if there docs not already exist such a facility, 
or when it does, it is unduly strained. But not only does such 
a facility already exist, it is also not overly strained. The 
outstanding credit of the Export wing of the IDBI, whose 
activities the Exim Bank will take over, measured in terms ol 
total export disbursements, stood at Rs 116 crores on June 30, 
1980. As such, there was no pressing need to set up a separate 
bank. Incidentally, India must be the only country with a bank 
whose paid-up capital amounts to more than half its total 
business—Rs 70 crores against outstandings of Rs 116 crores. 

When something new comes along two questions are usually 
asked: Is it needed now? Will it be needed in the immediate 
future? 

An Exim Bank would be needed in the immediate future if 
the prospects of growth of exports of projects and equipment 
were extraordinarily bright. To ascertain whether prospects 
arc indeed so rosy one can look at the past record of the 
utilisations of IDBEs facilities. 

The glance backwards prompts an immediate look away, 
because Rs 116 crores of disbursals in a decade is not 
something that one writes home about cheerfully. Besides, 
much of such assistance has been rendered, as to Vietnam, 


Tanzania or Sri Lanka, in the form of Government-to-Govern- 
ment deals which need no institutional promotion. 

A peep into the future is not any more sanguine, for the 
only way to sell abroad in significant quantities is by being 
competitive. At this juncture, with the recession-induced 
slash in international prices, India is not competitive in capital 
goods, except in very limited areas. Even in the large cons- 
ti action projects that one hears about, the import of Indian 
equipment is usually tiny and confined to items like wooden- 
frames and nuts and bolts. Once in a while bigger items are 
exported but a few swallows do not make a summer. 

This is not to say that the situation will remain like this 
forever. One hopes it will improve and soon. But how soon? 
That is the question which must be asked while answering the 
question:''will we need it in the immediate future?” Before 
Indian exports of projects and capital equipment become 
competitive, a lot of other things must happen. These other 
things include an impiovement in the world economy and 
India’s own capacity to service international markets, neither 
of which are likely for some few years to come. 

True, engineering goods have emerged as India’s top 
foreign exchange earners. Their exports arc currently of the 
order of Rs 900 crores. But to which countries were these 
exports made? Often to rich OPLC nations who pay cash 
and demand no credit. 

By 1990-91, it is hoped that the exports of engineering 
goods will be to the tunc of Rs 9,300 crores. A splendid 
objective indeed but a pause here deprives it of some of its 
splendour. Manufacturers of engineering goods say they 
can export up to a quarter of their output which means India 


lASlSRN BOmOMBT 


101 


JANUARY 16, 1981 



will need to produce Rs 40,000 crores worth of engineering 
goods. Can we do it? And what is the investment called for? 
With the kind of capital-output ratio we have, Rs 100,000 
crores. Such a massive investment will take decades. 


Where is the immediate need for an Exim Bank when 
neither the past nor the immediate future warrants it? Or, 
tritely, why are we acquiring a cart when all we have is a 
newborn foal? 


Black is Beautiful 


Half-hharteo measures can only produce half-baked results. 
The Government's decision to issue special bearer bonds to 
attract black money falls between two stools. On the one hand 
it will legitimise crooked operations, so that the Government 
will incur the odium of having rewarded hoarders, blackmarke- 
tcers and sundry criminals. At the same time the inducement 
offered to invest in the bonds is so small that it cannot possibly 
yield enough to make the slightest deni on the black money in 
circulation. A bond of Rs 10,000 will appreciate to only 
Rs 12,000 after ten years- implying a compound interest rate 
of hardly 1.5 per cent per year. Why on earth should any black 
money operator invest in such a miserable bond ? At present, 
wheeler-dealers earn 24 per cent per >ear or more simply by 
lending their money on the unoflicial money market. The per¬ 
sons who borrow it expect to make profits of 30 per cent or 
more per year, and thus justify the use of such expensive bor¬ 
rowing. When yields on both loans and activities financed by 
loans are so profitable, does the Government seriously think 
that its black money bonds can attract substantial investment ? 

The fact is that the Government is reluctant to ofler an 


attractive rate of interest for fear of being accused of giving a 
windfall to blackmarkcteers ct al. On the one hand it is very 
short of funds for the Sixth Plan and wants desperately to har¬ 
ness some of the black money floating around. But on the 
other hand it has to try and ensure that avenues for harnessing 
black money do not become so attractive as to encourage the 
generation of black money. So it has opted for a compromise. 
But while political compromises can often be termed statesman¬ 
like, economic compromises tend lo be neither tish, llcsh nor 
herring. 

If indeed the Government wants lo harness black money for 
constructive purposes, there arc belter ways of doing il. l or a 
start it should abolish price controls or introduce dual pricing 
for commodities in .short supplies. This way, the black profits 
currently being made by blackmarkcteers will lind their way 
into the books of companies, yielding surpluses for investment 
as well as Government revenue. The second very simple way 
will be to give total tax exemption lo all savings. High taxes 
and price controls are the two roots of black money. Tackle 
these, not surface symptoms. 


Well-Oiled Inflation 


TiiE LAXMAN is perpetually surpiiscd and dismayed by price in¬ 
creases, no matter how inevitable they may be. But there is 
no way that he could have escaped the rise in prices of petrol¬ 
eum products which will cost consumers an estimated Rs 1,200 
crores per year. The oil industry has already accumulated 
cash losses of Rs 1,100 crores, apart from worrying about 
the price increases announced by OPFX' with effect from 
January 1. Indeed, it is doubtful whether even the new price 
hikes will enable our oil industry to recoup its past losses 
in full. 

It needs to be pointed out that f ne part of the price rise 
may be illusory in terms of Government finances. The price 
of naphtha for fertiliser production has been increased by a 
hefty Rs 300 per tonne (against only Rs 100 per tonne for na¬ 
phtha used for petrochemicals). Hence, the retention price paid 
to fertiliser plants will have to go up correspondingly. But no 
increase in the pooled price has been announced, which in 
effect means that the fertiliser subsidy will go up. This is ir¬ 
rational—the Government cannot afford to fork out an extra 
Rs 50 crores to Rs 60 crores to subsidise farmers who are al¬ 
ready enjoying prices higher than recommended by the Agri¬ 
cultural Prices Commission. 


The other outstanding anomaly in the new prices is the 
kerosene-diesel ratio. The pric* of kerosene his been hiked 
marginally by 10 paisc to t<s 1.6> per litre. That of diesel has 
risen by 37 paisc t(» Rs 2.67 per litre. TJiis is bound to Curtlier 
encourage adulteration. The price diUVrence i, so plienomeiial 
that a truck operator can afford to write off his engine every 
two years by using kerosene instead of diesel. The Govern¬ 
ment's anxiety to protect the middle class user of kerosene is 
misplaced-it will mainly be helping adulleralors and truck 
operators. The demand for kerosene will boom as wheeler- 
dealers and their agents, posing as householders, siphon off a 
rapidly increasing share of kerosene supplies. 

The price of petrol has gone up by 37 paisc per litre, of 
aviation spirit by Rs 320 per kilolitre, of LPG by Rs 5.03 for a 
15-kilo cylinder, of furnace oil by 33 paisc per litre, and of 
greases and lubricants by a similar proportion. Il cannot be 
denied that this will increase the cost of transportation, indus¬ 
trial production and services. The W'hcels of inflation have 
been well oiled by OPEC. But there is not the slightest case 
for flinching at this, and attempting to subsidise oil. The need 
of the future is to curb oil consumption through high prices, 
not encourage it through low ones. 
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And so, at L&T, tomorrow is past history. 
All our yesterdays that were once our 
tomorrows were thought of years ahead. 
To take one example, we did not wake up 
to nuclear technology the night before 
the nation planned a major shift towards 
nuclear power. We spent a whole decade 
developing nuclear technology. Finally the 
great moment came. L&T was able to 
manufacture critical equipment for India's 
nuclear power projects. 


© 


This kind of activity results in a chain 
reaction releasing the energy for greater 
development. From the nuclear 
technological base we launched into 
space technology. And long before that, 
in 1938. we developed Indian manufac¬ 
turing capability. Then it was restricted 
to dairy equipment. Today, we have 
the know-how and can do in every field 
of engineering’-'food, chemicals, 
petrochemicals, fertiliser, cement, steel, 
paper and pulp, power... 

LARSEN & TOUBRO LIMITED 

where technology moves with time 
P.O. Box 278, Bombay 400 038 


And in today already walks tomorrow 

—Samuel Taylor Coleridge 
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The Penultimate in Recycling 

A- R. Rao 


World conservation strategy sponsored 
by the United Nations aims at the sup¬ 
port of life systems, a part of which is the 
recycling of nutrients.^ Nutrients of man 
and animals are built up from small mole¬ 
cules of the soil and air using solar 
energy. In natural decay, these larger 
nutrient molecules are broken down into 

.Jheir constituents. Resynthesis in plants 
uses fresh energy again. If larger nutrient 
molecules arc re-used directly (as in the 
utilisation of protein of the feces directly 
in the diets of livestock), there is conser¬ 
vation and much greater cITicicncy in re¬ 
cycling. On the other hand, if the large 
protein moiccuks of the ftces are broken 
down in the soil to iiiorganic nitrogen 
and rcsynlhesiscd in the plani to protein 
(as in manures), the efficiency is greatly 
reduced. In ijiis way, the use of fcccs as 
feed leads to better conservation than its 

I use as manure. Such “penultimate’* use 
of feces (by passing through the animal) 
will boost the scope of the animal produc¬ 
tion industries in India and the other less 
developed countries. 

Our studies of agricultural resources 
in relation to national food needs indica¬ 
ted a gross deficit of arable land needed 
to feed the population V- To overcome 
th's deficit, the development of substitutes 
was suggested for the various farm pro¬ 
ducts, including animal feeds^,®. 

^ Reduction in Costs 

Keeping iti view the high inherent costs 
of any kind of animal production, mainly 
due to biological in efficiencies, and the 
low incomes of the people, all practices 
may be considered to reduce the costs 
involved in the production of animal pro¬ 
ducts. 


to be reduced by the use of feed substitu¬ 
tes. Ilxtensivc research and development 
from other countries suggest that animal 
feed substitutes can be economically deri¬ 
ved from algae, fungi, yeasts, and bacte¬ 
ria developed on sewage, petroleum resi¬ 
dues, etc. 

In the last twt) decades, there has been 
an increasing conciousness of environmen¬ 
tal pollution associated with intensive 
animal husbandry in Europe and the USA. 
As the Costs of waste disposal went up 
with the land values, more attention has 
bten paid to alternatives in animal waste 
util sation®'”. In the Nutrion Abstracts 
and Reviews of about 50 papers 

have been listed under the heading “Faeces 
as Feed”. The feces of cattle, sheep, 
poultry, rabbits, pigs and mink have been 
processed into feed for the same or other 
species. Safety, acceptability, nutritive 
value and effects on meal have been 
established. Processing has been stan¬ 
dardised. Utilisation as feed was found 
to be considerably (4 to 6 times) more 
economical than use as farm fertilizer. 
Patents have been obtained for feed for¬ 
mulations based on feces (for example, 
.lapanesc Patent No 820/79 for formula 
based on fermented mixtures of big 
excreta, rice bran and inoculated wheat 
bran)”. 

The main nutritnt of significance in the 
feces is nitrogen and its compounds as 
sources of protein. The nitrogen levels 
of livest(^ck excreta is shown in Tables 
I and II. Its value as farm fertiliser or as 


feed is shown in Table III. Tiic costs of 
poultry waste disposal arc shown in 
Table III. Nitrogen utilisation as 
fertilizer is estimated (Table V) as also its 
potential as feed (Table VI). Convertors 


Table I 

Distribution of Excreted Nitrogen {%) 


Species 

Feces 

Urine 

Cattle 

60 

40 

Sheep 

50 

50 

Pigs 

33 

67 

Poultry 

25 

75 

Man 

20 

80 


Table III 


Value as Fertilizer or 

Feed 


rUS$/Tonne of dry matter) 

As Fertilizer 


24-39 

As Feedstuff 

— 

116-254 

Reference feed 


Soy-Meal 


369 


Tahlf IV 



Waste Disposal 



(Us C/per bird/ycar) 


As feed 40 and 


as fertiiizcr 60”,' 

6 

All as fertilizer 

10 

Composting or incineration 

50 


Table II 
Nitrogen of Feces 


(of dry matter) 


Feeding is the most expensive compo- Nutrient Livcsto<^k After methane Man 

nent of rearing animals and every way fermentation 

should be explored to reduce the costs of---- - ------—--— 

feeding. The costs of feeding are likely Total Digestible Nutrients 48-52 — 

Crude Protein (N X6.25) 20-30 17-22 30-55 

MrA.R. Raois associated with the Depart- Crude Fiber 13-20 — 33 

ment of Physiology and Pharmacology, Haryana 

Agricultural University, Hissar. - - — ' ' ' ' ' - - . -r r » . . r ~ 
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of fecal Tiitrogen (Table VII) and the 
various hazards of feeding feces directly 
as feed which have been investigated and 
overcome are given in Table VIII. 
Different methods are used for the pro¬ 
cessing of fcccs to feed (Tables IX and 
X). Some handling and processing sys¬ 
tems arc shown in figures 1 to 6. Practi¬ 
cal diary rations arc given in Table XI. 

No studies have been reported on the 
use of human feces as animal feed. The 
technology which has been developed 
for animal feces can be easily adapted 


TABI.t V 

Nitrogen Utilization as Fertilizer (%) 


Nitrogen losses on Field 

5-30% 

Crop Uptake (Wheat at high 


yields (5t/h)t 


from inorganic fertilizers 

-35% 

from organic manures 

-25% 

In grain: 


from inorganic fertilizers 

-20% 

from organic manures 

-10-15% 


Tablk VI 


Nitrogen Conversion from Feed to Food 
(At very high levels of production) 

Milk 

38 

Meat 

6-31 

Eggs 

31 

Fish 

20 

Table VII 


Convertors of Fecal Nitrogen 


Algae 

Insects 

Yeasts 

Earthworms 

Bacteria 



Fungi 


TAUi.e VIII 

Hazards of Feeding Feces 

Pathogenic Micro- 


organisms Trace Elements 

Microbial Toxins 

Heavy Metals 

Mycotoxins 

Pesticides 

Parasites 

Coccidiostats 

Viruses 

Hormones 

Arsenicals 

Drugs 


Antibiotics 



Fig. 1 —Schematic Diagram of the Ensiling Method 
for Feeds and Dung 



Fig. 3 —Flow Diagram of Feeding Chemically 
Treated Poultry Waste of Beef Cattle 
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Fig. 5 —Flow Diagram for Algae Production 
from Pig Feces 


Fig. 2 —Schematic Diagram of the Chemical 
Treatment Method for Recycling Dung 
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Fig. 4—Flow Diagram of Algae Production 
from Poultry Waste for Refeeding as 
well as Methane for Fuel 
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diagram of pilot separator operation 


Fig. 6 —Diagram of Scheme for Separating So/ids 
from Dung ( Using a Vibrating Meta! Screen) for 
Refccding and Liquid Effluents to he Run Off 
on Farms as Manure 


for human feces to make it into a sterile, 
odorless, dry feed®. 

It is a common observation that pigs in 
several rural areas seem to thrive entirely 
on human fec.'s. They grow and re¬ 
produce on human wastes. Poultry also 
cat feers. Evidently, fec:s can sustain 
the entire life eye'e. This is not surpris¬ 
ing in view of the composition of human 
feces. About one-third to one-half of 
the dry matter is protein derived largely 
from bacteria, intestinal epithelial cells 
and digestive juices; little is from food. 
In fact, cheap and coarse vegetarian 
diets with high fibre content promote the 
development of bacteria in the feces®, 
increasing the protein content of the 
feces. 


Normal adults on vegetarian diets ex¬ 
crete everyday about 100 to 400 grams 
of feces with 20 to 260 grams of dry ^ 
matter containing 6.25 to 25 grams of 
crude protein.^® Taking low average 
values of I (X) grams of feces per person 
(all ages) per day in a town of 100,000 
population, about 10 tonnes of feces are 
produced which can yield about 2.5 
tonnes of dry animal feed supplying about 
625 kg of protein. Such an animal feed 
can command a price of about Rs 2,000 
per tonne (current prices of groundnut 
cake with 40 per cent crude protein is 
about Rs 1750 per tonne). Thus, the 
town can earn about Rs 18,25 lakhs per 
year. 

National estimates are given in Table 
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Xn. The potential quantities of this high 
protein animal feed arc enormous. This 
one resource (9.0 million tonnes of dry 
matter) is more than the total deficit of 

Tabjlk JX 

Processing of Feces-1 
Sun-drying 

Oven drying: 45-50 C 

„ 90 C for 30 min 

„ 150 C for 20 min 

„ 150 C for 3 h 

200 C for 1 h 

Microwave drying 
Irradiation with C'obalt-60 
Autoclaving: 121 C for 10 min 


Tabll X 

Processing of Feces-ll 


Chemical: 

Sulfuric acid 

Sodium hydroxide 
Sodium peroxide 
Paraformaldehyde 
Ethylene Oxide 
Bctapropionolactone 
Methylene Bromide 

Fermentation 

Propionic Acid 

Ensilage 

Oxidation Ditch 
Treatment 


high protein animal feeds (concentrates) 
in India in 1973 (8.^ million tonnes). Its 
potential value is staggering (Rs 1800 
Cl ores). 

About three-fourths of our population 
lives in rural areas. Excreta of at least 


60 per cent of the people does not go into 
sewages. 11 is mostly being collected 
manually by people of backward commu¬ 
nities. So, there is little cost in collec¬ 
tion. They can have additional income 
of at least Rs 1.80 lakh per year from a 
population of 10,000 of 2 or 3 villages 
- (Table XIll). The investments will be 
small. 

Much of the protein of poultry or pig 
fcccs was present in the residues after 
methane fermentation.^^ Pathogens were 
also reduced. Similar use of human feces 
may make pasteurisation adequate and 
reduce costs. Gobar gas for the village 
will be an addilional benefit. These 
methods may be adapted for .septic tanks 
also. Relative cITiciencics of fermentation, 
oxidation ditch treatment, ensilage, 
chemical treaimcnt with sulphuric acid, 
sodium hydroxide, paraformaldehyde, 
propionic acid, ethylene oxide, methylene 
bromide, dry and moist heat treatments, 
singly or in combinations and their 
clfccts on protein quality have to be 
worked out. 

The present method of using human 
feces as ferii!i/er is a very inefficient use 
of the fecal nitrogen. By circumventing 
its passage through the plant, a ten-fold 
increase in clliciency can be expected in 
the production of animal proteins. Unless 
the costs of animal production are re¬ 
duced considerably by the incrca.scd u.se 
of wastes in animal feeds, the prices of 
animal protein will be beyond the reach 
of the poor majority. 

By placing additional value on this 
pollutant, cllicieni collection and dis- 


Table XI 

Levels of Excreta Products Used in Complete Balanced Diets and Their Values for 
Lactatiog Cows and Finishing Beef Steers 


Species 


of Dry Matter 


Poultry 

litter 

Dehydrated 
poultry excreta 

Cattle 

excreta 

Swine 

excreta 

Lactating dairy 

22.95 

25.41 

33.88 

29.65 

cow (20-30 kg/day) 

(86-94) 

(83-90) 

(81-89) 

(80-88) 

Finishing steer 

13.68 

15.15 

20.19 

17.67 

(350 kg graing 
over l.l kg/day) 

(70-77) 

(67-74) 

(66-73) 

(66-72) 


Figures in brackets are estimated value range (S per 1,000 kg Dry Matter) 


Table Xlf 

National Estimates—Feces 


Population 660 mil 

F ecal Dry Matter/ycar 9.0 mill tonne 

Fecal Protcin/year 3.1 mill tonne 

Potential value 

(at Rs 2000 per tonne 

of Dry Matter) Rs 18000 croret 


Table XIII 

Estimates for 10,000 Population 
(Per year) 


Feces at 100 g/head/day —365 tonnes 

Dry Matter 90 tonnes 

Crude protein 23 tonnes 

Potential value 
(at Rs 2,000 per tonne of 
Dry Matter) Rs 1.80,000 


posal will be encouraged, resulting in 
improved environmental sanitation. 

Of the nitrogen excreted by animals, 40 
to 80 per cent (in man, 80 per cent) is 
passed out through urine, mostly as 
urea, which can be easily converted by 
ruminants into protein and used by their 
bodies. However, there are problems in 
its collection, which some tried to over¬ 
come by soaking into saw dust at public 
urinals in urban areas, ft is interesting 
to know that other workres in the USA 
were able to collect human urine in large 
quantities of 10,000 litres to produce 
each dose of a vital drug, urokinase, used 
in cardiovascular diseases. So, it is feasi¬ 
ble to harness this protein resource also, 
which is about four times more than 
feces. 

Human excreta, the pollutants can be¬ 
come extensive and considerable 'natural 
resources’ to employ and profit nume¬ 
rous small cooperatives of the poor and 
depressed communities who are already 
engaged in sanitation. This is one re- 
rource which will increase with popula¬ 
tion growth; it can also increase em¬ 
ployment. This will truly be “people’s 
participation”. 

The values of ruminants in the present 
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circumstances in India can be realised 
efficiently and equitably only if they are 
used as convertors of materials inedible 
for man into superior foods or as small 
farm machines fuelled on biomass^^. 

Some beginnings have been made in 
India in recycling animal wastes as feeds 
(symposium)^. Human wastes appear 
more promising as extensive resources 
for concentrate feeds giving employment 
to the depressed classes. 

At present the scope of animal hus¬ 
bandry may rationally be limited to what 
may be obtained from the use of grazing 
areas, unsuitable for agricultural produc¬ 
tion and to what may be raised out of 
waste recycling. The diversion of farm 
resources to animal production is a 
luxury which this country cannot aiford 
for several decades to come. In this con¬ 
text we should seriously consider every 
waste material as potential animal feed. 
Our approaches have perhaps to be un¬ 
conventional. 

‘Tt may be that the extension of nor¬ 


mal agriculture will meet the world's food 
needs for a few more years, but ulti¬ 
mately more radical research will be need¬ 
ed. It would be prudent to start it be¬ 
fore the need is even more pressing than it 
is at present’*. 
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Recovery of Farm Loans; Some Basic Issues 

A. R. Patel 


Very recently a few State Govern¬ 
ment have written off the dues of the 
small and marginal farmers, which has 
evoked considerable controversy. The 
issue of recovery of farm-loans has to be 
viewed from a broad national perspec¬ 
tive in the overall interest of taxpayers. 
The magnitude of this issue has to be 
realised from past experiences, its im¬ 
plications on the credit institutions and 
future investment needs for farm sector 
development. The problem of recovery of 
loans issued in the past and to be issued 
in the future therefore deserves serious 
consideration and priority. While 
steps to improve the recovery performance 
of future loans will have to be initiated 
by the credit institutions by rein¬ 
forcing necessary discipline, the recovery 
of past loans will have to be effected 
by hrcinforcing political will. Ft is 
against this background that an attempt 
is made here to present, (i) field expe¬ 
rience of the banking system in regard 
to non-repayment of loans and (ii) 
measures to be initiated to recover the 
accumulated overdues and arrears of 
interest. 

Rising Trend 

The experience of commercial banks 
indicates that overdues have started ex¬ 
hibiting a rising trend, a phenomenon 
which cannot necessarily be connec¬ 
ted with unsiitisfactory monsoon or 
similar natural calamities. Of course, 
the reasons for default may be different 
from borrower to borrower. However, 
in general, the reasons arc attributable to 
several factors such as fiiilure of crops, 
low yields of crops, unsiitisfactory 
arrangements of marketing, mfavour- 
able price structure, under or over- 
financing, duplicate financing, borrowing 
from other sources, delay in disbursal 
of credit, higher interest rate, raisutili- 
sation of loans, deployment of income 
generated from banks’ loans for new 
investment like purchase of additional 
land, bringing additional land under 
plough, clearing debts owing to other 


institutions or moneylenders, increasing 
consumption expenditure, etc. While 
some farmers make repayment on their 
own initiative, some others repay only 
at the lenders’ insistence. The wilful 
defaulters in some cases, dissuade 
others from repaying. Thus, problems 
involved in mounting overdues have not 
merely quantitative or organisational 
aspects but also involve qualitative and 
human aspects. If individual cases arc 
examined very carefully, it may lead 
us to identify the various factors such 
as social, economic, managerial, techni¬ 
cal, etc., which affect the repayment 
performance of the individual borrowers. 

Indifferent Attitude 

The reason for the rise in the level of 
cooperative overdues as reported by the 
Datcy Study I'cam, was the lack of 
will to recover these dues and not 
necessarily any inherent inability of 
the borrower to repay. The team did 
not find any correlation between external 
factors such as natural calamity, etc. and 
the rise or fall in the overdues. Tn fact, 
there were cases where both the levels 
and the trend of overdues were worse 
even when the external factors were 
quite favourable. The members of the 
managing commitlces of the PACS and 
the directors of tlie central cooperative 
banks were indifferent to the rise in 
arrears. Lack of earnestness on the part 
of office-bearers in impressing upon the 
borrowers the imperative need for prompt 
repayment was manifest in a variety of 
ways. A large number of members of 
the managing committee had themselves 
defaulted in repayment. They were, there¬ 
fore, in no position to take persuasive 
measures for recovery. In cases where 
.such measures had failed, the manage¬ 
ment was not prompt in initiating coer¬ 
cive action. 

One of the most potent reasons for non¬ 
recovery of loans was political patronJigc 
to defaulters, highlighting the retro¬ 
gressive ch«aracter of the rich peasant- 


dominated political complex in tf 
country. The committee reported th< 
a good part of the bad and doubtfi 
debts of the State cooperative bank i 
one State could not be recovered bi 
cause of protection to the debtors give 
by the authorities in power either j 
proceeding against them in arbitratio 
and execution of decree or takin 
criminal action against them for tt 
wrongful acts of embezzlement a& 
misappropriation of the funds of 
society. In 1971-72, four State Govefi 
ments issued stay orders in 23,884 cast 
involving Rs 126 lakhs. 

A case study on factors influencip 
repayment in time has revealed thii 
different variables contribute to tl: 
tendency to default. Dealings of bom 
wers with other credit agencies al$ 
influence their repayment performano 

Incorrect Picture 

This study has, therefore, suggested tfal 
the extent of credit with the sources.( 
credit availed by them should be verifiec 
Mo.st of them do not disclose the coi 
reel picture in rc.spcct of credit obtaine 
by them from various sources but del 
beralcly try to avoid giving this vitl 
information. In some cases, they hav 
managed to get ‘no dues certificate' froi 
the other gencies in order to he eligible t 
apply for loans. In one in.stance, tb 
cooperative credit society issued ‘no due 
certificate’ and asked borrowers to repa 
the dues of society no sooner had the 
secured credit from commercial bank;; 
In another instance, the primary mil 
producers' cooperative society collects 
dues from borrowers (milk producen 
on behalf of a commercial bank unde 
an agreed arrangement. But then, insteg 
of crediting in the bank against tt 
borrowers’ loan accounts, the sgj 
amount was utilised to clear the dlSK 
of the central cooperative bank. 

The study has further revealed thi 
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IS against the borrowers who could 
;et surplus from their non-farm income 
ind repay their dues, seven borrowers 
n dryland area and four farmers in 
A^et land areas, in spite of their meagre 
mrplus, could make repayment through 
i) taking advance from relatives, em¬ 
ployers, merchants, etc. and (ii) economi 
sing domestic expenses to repay the 
pank loan, fcilcven borrowers misutilis- 
;d the loan amount cither in full or in 
part. All those who misutilised were 
lefaulters. They had large farms and had 
ivailed of loans from other sources as 
well. The late repayment was also obser¬ 
ved due to delay in the payment made 
by sugar factories. 

In spite of the fact that a majority of 
borrowers in wet land areas had 
idequate water to irrigate their holdings 
ind hitd good yields, percentage of de¬ 
fault was seemingly high as compared 
:o that in dryland areas. A number of 
borrowers particularly in dryland areas 
*egularly borrowed from a bank and 
promptly repaid their dues just to avail 
pf further loan facilities and depend less 
pn other sources. 

Revealing Experiences 

The experiences of cooperatives during 
last several decades and those of public 
sector banks during last one decade have 
been revealing. The overdues of coopera¬ 
tive credit institutions have always been 
bn the high side, exceeding at times 80 per 
^nt of the owned funds and deposits of 
jill the Primary Agricultural Credit Socie¬ 
ties (PACS) put together. The number 
bf indebted members of PACS stood at 
i3 million at the end of June, 1978, of 
which 52 per cent were defaulters. The 
bverdues of Rs 809.62 crores formed 45 
ber cent of the outstanding loans. Over- 
lues as percentage of loans outstanding 
4 S on June, 1978 were the highest in Bihar 
178.4), followed by Madhya Pradesh 
!62.0), Maharashtra (53.5), Karnataka 
149.2), Uttar Pradesh (47.6), Orissa (43.5), 
?unjab (42.6), West Bengal (42.6), Mar¬ 
iana (41.7), Gujarat (41.4), Andhra 
?radesh (33.3), Tamil Nadu (33.0) and 
Xerala (29..3). l and development banks 
iave fared no better than the DCCBs and 
?ACS in this respect. The overdues of the 
^ Antral Cooperative Land Development 


Banks increased to Rs 127 croires forming 
as high as 48 per cent of the total 
demand. Similarly, available data on the 
percentage of recovery of farm-loans 
(direct) issued by the public sector banks 
reveal that the recovery was 50.9 per cent 
in 1973, 50.7 per cent in 1974, 51.6 per 
cent in 1975, 51.9 per cent in 1976, and 
50.0 per cent in 1977. As at the end of 
June, 1977 the total overdues of public 
sector banks were of the order of 
Rs 279.73 crores. 

Uneven Development 

The nel effect of such a state of affairs 
has been that not only the entire edifice of 
the credit system has been weakened but 
also the resource development in the farm 
sector has been most uneven. The long¬ 
term effects and far-reaching implications 
of the accumulation of overdues of credit 
institutions can be appreciated from the 
fact that it has (i) dried up the loanable 
resources bringing down the pace of 
farm-development, (ii) made the decision¬ 
making process on the part of bank 
management dillicult in regard to its lend¬ 
ing policies, procedures and operations, 
(iii) crippled the credit institutions from 
their abilitiy to draw refinance, (iv) 
shaken the confidence of the general pub¬ 
lic in the soundness of the banking sys¬ 
tem thereby adversely affecting the 
deposit-mobilisation effort, (v) shaken the 
confidence of the lenders thereby restrict¬ 
ing the easy flow ol credit to large num¬ 
ber of farmers who may be genuine 
defaulters, (vi) increased the cost of credit 
operations substaniially, and (vii) kept 
the operational staff busy in the task of 
recovery instead of devoting time for 
development work. 

Already, during the last five year period 
(1974-75 to 1978-79), loans to the extent 
of Rs 9946.6 crores have been issued by 
the cooperatives, public sector banks and 
regional rural banks for various 
purposes connected with the farm-sector 
development. In order to strengthen the 
base of our agriculture, long-term mea¬ 
sures have been suggested by the Natio¬ 
nal Commission on Agriculture (NCA) 
appointed by the Union Government. 
The farm-credit required for an all-out 
development of agriculture by 1985, as 
estimated by the NCA, is of the older of 


Rs 16,549 crores of which Rs 7,884 crores 
(47.64 %) would be of a short-term nature. 
The share of small and marginal farmers 
would be Rs 2,193 crores (27.82%) in the 
short-term loans and Rs 2497 crores 
(28.82%) in the medium and long-term 
loans. Accordingly, a major objective in 
the Sixth Plan would be to ensure a subs¬ 
tantial increase in the flow of institutio¬ 
nal credit to the farm-sector. It is for this 
very reason that an all-out and vigorous 
effort need to be made to recover past- 
overdues and initiate policy measures to 
keep overdues under check. 

The proposals of the Maharashtra and 
Tamil Nadu Governments to write off 
debts of small and marginal farmers 
amounting to Rs 49 crores and Rs 62 
crores respectively have raised issues which 
go far beyond the realm of cooperative 
and institutional credit to agriculture. 
This short-term measure does solve the 
problem of overdues but in the long run it 
has started aggravating the fiscal policy 
and agrarian economy. If other States 
were also to write off small farms Joans, 
the additional budgetary commitment on 
this score would add up to Rs 1000 crores. 
This would make it difficult for I he Reserve 
Bank, which is charged with the respon¬ 
sibility to regulate rural credit, to continue 
its funding operation on the existing 
basis. 

Bitterness, Heart-Burning 

While this step may bring relief to 
the genuine defaulters, it would undoub¬ 
tedly cause bitterness and heart-burning 
amongst those who have repaid their 
loans. Besides, the wilful defaulters 
would be encouraged and the epidemic 
would spread to the public sector banks 
for writing olT loans given to target 
groups and DR I beneficiaries, self- 
employed people, tiny units etc. 

The problem of recovering past over- 
dues and arrears of interest thereon needs 
to be tackled promptly by resorting to 
various measures available with the credit 
institutions and the Government. While 
initiating such liberal/drastic measures for 
recovery, it is necessary to know that 
there are three categories of borrowers 
viz. (i) those who generate additional in- 
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come or not but repay their dues, (iJ) 
those who do not generate additional in- 
^ come because of unforeseen circumstances 
and have no means to repay their dues, 
and (iii) those who do generate additional 
income but have no will to repay their 
dues. 

Thus, for the borrowers under second 
category, who are genuine defaulters, a set 
of liberal measures should be adopted, viz 
rescheduling or extending the repayment 
period over a reasonable time and/or 
sanctioning fresh limits taking into con- 
^ sideration their capacity lo borrow, 
manage their resources/assets and generate 
incremental income/repaying capacity. 
In fact, these borrowers would have 
derived reasonable protection had there 
been an insurance cover for all the pur¬ 
poses for which loans were disbursed. 
It may be mentioned that the loans were 
and are disbursed for all such purposes 
which increase produclivity of land, 
labour or livestock and generate employ¬ 
ment in the farm-sector. Thus, all these 
I purposes should have been/should now be 
* covered by the General Insurance 
Corporation. 

Crop Insurance 

More important, crop insurance 
has not been available on a countrywide 
basis as a result of which, when a crop 
fails, neither the production loan 
nor the instalments towards investment 
loan are repaid. Besides, interest also runs 
into arrears. Thus, the difficulty, of 
genuine defaulters is aggravated. The 
rescheduling of the repayment period has 
^ also its limits beyond which it is not 
feasible. Further, these borrowers have 
often economically non-viable small 
holdings which arc fragmented 
and also the fertility/prod activity level 
is very low. Thus, the approach to make 
them potentially viable as pointed out by 
public sector banks at various forums 
should have bcen/should now be the 
effective provision of services which 
should enable them to derive benefit from 
the untapped production reservoir exist¬ 
ing in most farming systems even at cur- 
. rent levels of technology. It is not enough 
if a marginal farmer or a landless labou¬ 
rer is given a cross-bred cow. It is impor¬ 


tant to back up this provision with 
appropriate services in health care, 
nutrition and marketing. Adequate 
attention to the social engineering and 
service packages essential for making 
agriculture self-sustaining will have to be 
paid. 

Wilful Defaulters 

The borrowers under the third categcuy 
are considered wilful defaulters. They 
have, as brought out by several studies, 
earned appreciable additional income from 
the investments made on irrigation faci¬ 
lities, farm-mechanisation, agro-scrvice- 
centres, custom service units, plantation 
crops, dairy development, etc but they do 
not want to repay their dues as also the 
interest thereon. The magnitude of the 
problem of wilful defaulters has recently 
been studied by the public sector banks 
under the aegis of ihe CALCOB (Com¬ 
mittee on Agricultuial Lending by Com¬ 
mercial Banks) on an all-lndia basis. 
Thus, this category of borrowers should 
have been/should now be dealt with 
promptly and seriously—even by enacting 
siutable legislation. In the recovery of 
past-ovcrducs a positive and active 
support of the State and Central Govern¬ 
ment is absolutely necessary. It is in this 
connection an issue can be raised as to 
whether the Government should have an 
absolute role/powcr to effect recovery 
from all the wilful defaulters, at a lime 
when the Govern me nl has been directing/ 
pressing very hard the public sector banks 
to simplify the lending procedure, do 
away with mortgages of land and pro¬ 
perty, to disburse the loans just to achieve 
the targets etc. When Government has 
been mobilising the resources of credit 
institutions for the development of agri¬ 
culture, it should also be the responsi¬ 
bility of the Government lo protect the 
credit institutions/depositors and tax¬ 
payers by tackling the wilful defaulters 
in a simplified legal procedure. 

The problem of accumulated overdiies 
and arrears of interest amount needs to 
be solved immediately, once and for all. 
The accumulated overdues have created 
a host of problems and if not solved, 
would continue to pose problems in the 
issuance of future loans. In order to 
effect recovery of the accumulated over- 


dues, it is necessary to devise ways and 
means which may include: (i) educating 
the borrowers, (ii) arranging campaign/ 
recovery drive, (iii) introducing some in¬ 
centive schemes, (iv) re-scheduling or ex¬ 
tending the period of repayment, (v) re¬ 
sorting to legal measures, etc. All these 
measures should be effectively backed by 
the revenue officials of the Government. 
Ill short, Government should provide 
leadership and authority in initiating these 
measures. Finally, the last resort is to write 
off some amount which is considered 
absolutely necessary and is to be deter¬ 
mined by a high power body appointed 
specially for this purpose. This body 
should evolve a formula whereby the loss 
on account of writing off such loans 
should be absorbed by the State and 
Central Governments which have a 
paramount responsibility, by making 
suitable provision in the budget over 
a period of time. The Union Government 
should appoint a high power body to go 
into all the aspects of this problem of 
recovery/overdues and make recommen¬ 
dations including those relating to writing 
off the loans in exceptional cases after 
evolving a scientific formula. This body 
should have the representatives of the 
Union Finance Ministry, Union Agri¬ 
culture Ministry, RBI, State Governments, 
publicj sector banks. State cooperative 
banks, State land development bankSi 
ARDC, eminent cconomist.s, farm 
scientists and members from Planning 
Commission. 

Continuous Review 

The recovery performance of the loans 
to be issued should continuously be re¬ 
viewed by the credit institutions and 
Government at the block, tlislrict, State 
and all-India levels. Wherever necessary 
liberal/stringent measures should be ini¬ 
tiated in order to keep overdues under 
check. In fact, some formula to assess 
the recovery performance of the banks 
and the State with reference to average 
for the banking system as also for the 
nation as a whole should be evolved and 
all assistance should be given to reach 
this level. The credit institutions amongst 
themselves should maintain strict finan¬ 
cial discipline and appraise all loan pro¬ 
posal qualitatively rather than indulge 
in practices of snapping business through 
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Economic Analysis 


W-Shaped Recession in the USA 


Sudhir Sen 


By far the biggest economic event of 
the USA in 19i^0 was the wild gyra¬ 
tions of interest rates. 1'hc so-called 
prime rate, which is allowed by banks 
to their best customers, rocketed to an 
incredible all-time high of 20 per cent 
in April last. Then, almost without 
a pause, it started on a precipitous 
plunge until, around mid-August, it 
was nearly halved—to 10.75 per cent. 
The expectation was that it would go 
even lower since the economy was 
still in a shaky state and was, at best, 
beginning to recover from the steep 
second-quarter drop when the GNP 
sank at a record annual rale of 9.9 
per cent. Bui belying the widely-held 
belief, the prime launched instead on 
another breathtaking rise, surpassed 
the April high, and set yet another 
all-time record at 21.5 per cent 
(December 19). And as if this was 
not enough, reputed money-market 
specialists blithely predicted that it 
might go even higher -to 22 to 24 per 
cent. Some even talked of a 30 per cent 
prime rate within weeks! 

Howievcr, in the fourih week of 
J December some banks suddenly lower- 
J ed the rate lo 20 per cent, and this 
I immediately set off feverish speculation 
f about its future. Some, though now 
J an admittedly small minority, argue 
I that the latest drop was but a wrinkle 
J and by no means heralds a downtrend; 
J that there are plenty of forces to 
J hold it up, even to push it up further 
J into the stratosphere, such as huge 
J federal Government borrowing require- 
J ment, an unexpectedly strong demand 
I for money from private business, the 
J Federal Reserve's apparent resolve to 
I bring the high rale of inflation under 


control, and its concern to protect the 
dollar which tends to weaken at the 
slightest hint of easier money and 
lower interest. 

Others argue that the stifling interest 
rates have already done severe damage 
to the economy which, after its brief 
summer spurt, has entered into another 
sinking spell. The strong loan de¬ 
mand from business, in their view, is 
misleading; much of it represents dis¬ 
tress loans needed to finance involun¬ 
tary inventories, especially the huge 
stockpile of unsold cars of the latest 
model year. The sharp break in the 
commodity prices which for months 
had shown amazing strength, is viewed 
by them as another clear signal of an 
economic downturn. However, they 
slop short of predicting how far, and 
how fast, the interest rates will drop, 
given the uncertainties relating to 
Government borrowing. Federal Re¬ 
serve's policy, and the stubbornly high 
rate of inflation. 

The gyration of interest rates have 
been a source of massive frustration 
for economic forecasting. With every 
turn and twist in the Fed policy econo¬ 
mists have been forced back to the 
drawing-board or the computer to re¬ 
cast their own assumptions and pro¬ 
jections. As usual, there is no con¬ 
sensus among them. But at this 
moment they are more or less in 
agreement that the high interest rates 
that are already in place have virtually 
choked off economic growth. Some 
believe that they have ensured a 
“double-dip recession” and will give 
the current business cycle the shape 
not of a V, as earlier expected, but of 
an irregularly shaped W with its last 


leg starting not before mid-1981. 
Others believe there will be no reces¬ 
sion per sc in 1981, but that the first 
half of the year will remain flat with 
zero or near-zero growth. 

There is little doubt that the overall 
economy has been softening, though 
this is not yet fully reflected in the 
current statistics. The leading indi¬ 
cators which are intended to provide 
advance intimation of the general level 
of economic activity, showed a sizable 
month-to-month advance in August 
( + 2.1 %) and September ( + 3.1%), 
but then wilted in October (only 
+ 0.9%). As things now stand, the 
index may soon slip into minus terri¬ 
tory. 

According to the latest official data, 
the American economy grew much 
faster from July through September 
than was previously reported; also, 
the pace of recovery has speeded up 
in the third final quarter. The nation’s 
gross national product—that is, its 
total output of goods and services, 
adjusted for inflation—was suppo.scd 
to have climbed a meagre 0.9 per cent 
in the quarter. This was the Com¬ 
merce Department's earlier estimate, 
but the Department has now revised 
it to a more substantial annual rate of 
2.4 per cent. Moreover, the outgoing 
Secretary of the Treasury, Mr G. 
William Miller, believes that in the last 
three months of 1980 the annual rate 
of growth could be as high as 4 to 5 per 
cent. 

These figures look rosier than they 
are in reality for two reasons. First, 
they arc in part due to a comprehen¬ 
sive revision of the data relating to the 
calculations of the GNP growth going 
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as far back as 1968. The revisions 
show that the real annual growth was 
three-tenths of a percentage point 
higher (3.2%) for the whole 1969-79 
period than had been shown in earlier 
reports (i.e., 2.9%). This means that 
the recent business contractions were 
somewhat less severe, and the expan¬ 
sions somewhat more robust, than had 
been hitherto assumed. This across- 
the-board correction has pushed up 
the growth rates also for the last two 
quarters. Second, even if Mr Miller’s 
estimated growth for the fourth quar¬ 
ter proves correct, which is rather 
unlikely, most of it must have been 
concentrated in its earlier part prior to 
the latest surge in interest rates, with 
very little left for the final weeks of 
the year. 

That high interest rates have badly 
hurt the automobile industry is now 
all too clear. Auto sales had shown a 
significant rise in the June-August 
period. F'or a while it seemed that 
the worst was over and the industry 
had finally turned the corner. But 
the skyrocketing interest rates dam¬ 
pened the consumer mood—potential 
buyers were just not willing to rush 
into high-cost debt to pay for cars 
whose prices, too, had been rising 
steeply. Sales fell off; unsold cars of 
what had been wistfully advertised to 
be a promising model year accumulat¬ 
ed at a dismaying rate; automakers— 
including General Motors—slashed 
production schedules and declared 
plant closings to cut back on inven¬ 
tories and to bring output in line with 
final sales now running at a dismal 
rate of 6.5 million units a year. 

The rate is expected to go down fur¬ 
ther in the next few weeks, to 5.5 to 
6 million or about 50 per cent of the 
total of 11 million vehicles—cars, 
trucks and buses—America had turned 
out from its factories in 1979. And 
here is the unkindest cut of all: the 
auto industry, long the pride of the 
US economy and the unchallenged 
leader of the world, has slipped, at 
least temporarily, to No 2 position 
with Japan outproducing it in 1980 
with a total of 11 million units, which 


happened to be the USA’s level only 
a year ago. 

Another major casualty of high 
interest has been the housing industry. 
As mortgage rates soared, activity in 
this sector slumped. Housing starts, 
seasonally adjusted, rose a thumping 
8.1 per cent in September compared 
with the previous month, but were 
followed by a meagre increase of 
1.6 per cent in October; in November, 
they actually declined by 0.4 per cent. 
Sales of previously owned homes, too, 
have been sliding since mid-summer. 

Rising cost of money has adversely 
impacted the sale of consumer durables 
like hou.sehold appliances and televi¬ 
sion sets. Construction outlays, as 
reported by the Commerce Depart¬ 
ment, tell the same story. In August, 
they showed a slight increase of 0.4 
per cent from the July level, then 
jumped to 4.2 per cent in September, 
but only to fall back again to 0.4 per 
cent in October; they have remained 
anaemic since then. Capacity utiliza¬ 
tion- -that is, total manufacturing out¬ 
put as a percentage of capacity, season¬ 
ally adjusted—as reported by the Federal 
Reserve Board, sank to a low of 
74.4 per cent in July, but climbed back 
to about 78 per cent by October, and 
has managed to remain around that 
level so far. 

Industrial production, also reported 
by the Fed, has been rising steadily 
since the index touched a low of just 
over 140 in July (1967=100). By 
November, it had gone up eight points 
—to over 148 percent, or by 5.8 per 
cent in four months giving a very im- 
pre.ssive annual rate of 18 per cent. 
This should normally betoken a robust 
economy, which however is not the 
case this time. During the same 
four-month period real consumer 
spending, according to Business Week^ 
has gone up close to zero. The jour¬ 
nal therefore concludes that “com¬ 
panies are busily selling merchandise 
to each other rather than to the ulti¬ 
mate consumer”. The output of 
building supplies, for instance, has 
risen 11 per cent during the four 


months, yet housing and other cons- J 
truction are about to “hit the skids”, t 
What this means is that the relatively f 
high level of industrial output will go ^ 
to build up the involuntary inventories J 
of many companies, thereby setting the J 
stage for a sharper drop in production J 
before long. J 

Ironically, many businessmen, ♦ 
through little fault of their own, j 
find themselves saddled with larger in- t 
ventorics than they had banked for. ♦ 
After the bitter experience with an ♦ 
“inventory recession” in 1974-75—^so J 
called because it w'as largely caused by ♦ 
the mountain of unsold goods at the ♦ 
manufacturing, wholesale, and retail ♦ 
levels—busine.ss community in general ♦ 
kept a tight control on inventories; ♦ 
they were particularly careful not to ♦ 
caught with large stocks on hand while f 
the economy dipped into a recession. ♦ , 

The high cost of money which made ▲ 
it more burdensome to finance inven- i 
toiies gave an added incentive to keep i , 
the slocks low' and in line with the i 
shipment. Until last summer business- i 
men were quite successful in doing so. t 
Then came the false signal from the t 
Fed. As interest rates dropped and t 
the economy perked up, they hastened t 
to rebuild their inventories to take ad- i 
vantage of the recovery supposedly 1 
under way, but only to be trapped with- 1 
in a few months. As the Fed abruptly ▲ 
shifted gear and tightened money that 1 
.sent interest rates through the roof, i 
the economy took a second dip, the ▲ 
demand for goods fell oJT, and this i 
resulted in a less favourable salcs-to- 1 
stocks ratio. Large stocks are of course X 
a forerunner of lower economic acti- i 
vity, and this has added some more i 
gloom to the immediate outlook. ^ 

The Conference Board of New York, J 
a prestigious body of businessmen and t 
economists, recently reported that the J 
index of consumer confidence had been J 
rising for six months, but that the re- 1 
cent gains were slim, while the consu- T 
mcr mood looked increasingly more J 
subdued. Its Economic Forum which t 
consists of 11 leading economists, fore- J 
cast nil real GNP growth for 1981, J 
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with a 10.7 per cent rise in consumer 
prices and an unemployment rate 
clinging “near the 8 per cent mark”. 
This dismal projection was made on 
the basis of a meeting held on 
November 20 last.It would be gloomier 
still, the Forum has indicated, if it 
were based on the conditions prevail¬ 
ing a month later since in that month 
the interest rates have gone up another 
five to six percentage points. 

The message from overseas looks no 
less depressing. The economists of 
Paris-based ORCD (Organization for 
Eeonomic Cooperation and Develop¬ 
ment) forecast in late December that, 
in 1981, unemployment would rise 
sharply, the non-oil developing coun¬ 
tries would continue to be in large 
deficit, the GNP would be lower pro¬ 
bably by 6.5 per cent, or some S550 
billion, because of the “bout of oil 
price increases”. It foresees an average 
economic growth of only one per cent 
for the major Western economies, and 
of 0.7 per cent for the USA. 

The facts cited above are eloquent; 
and, prima facie, they do warrant the 
gloomy prognostications of the slew of 
economists tirelessly playing the fore¬ 
casting game. By contrast, business 
executives are breathing a new opti¬ 
mism, as has just been confirmed by 
a Wall Street Journal Gallup Survey 
that polled a representative cross- 
section of 782 business executives. Its 
findings show that they arc no longer 
worried by the current facts and 
trends, troublesome as they are. Since 
the end of the Presidential election 
they have been looking beyond them 
and are wistfully waiting for Mr Ronald 
Reagan. Most of them firmly believe 
tnat once the new administration is 
installed and introduces the policy 
changes it has repeatedly articulated, 
the economic climate will change for 
the better, albeit slowly to start with, 
but at a quickening pace from the lat¬ 
ter part of 1981, 

Should Piesident Reagan declare an 
economic emergency after his maugra- 
tion, as his younger and more radical 
advisers have been counselling him? 


The suggestion has given rise to a 
high-level controversy. President Carter 
himself, his Treasury Secretary, Mr G. 
William Miller, and the Chairman of 
his Council of Economic Advisers, Mr 
Charles Schultz, have deprecated the 
idea in strong terms. They have gone 
to the length of saying that the very 
declaration of emergency will create an 
emergency where none exists at present 
and will damage the economy through 
its psychological fallout. They have 
been joined by Dr Arthur F. Burns, 
former Fed Chairman and the senior- 
most economic adviser to President¬ 
elect Reagan. Speaking as Chairman 
of the Committee to Fight Inflation, a 
bipartisan group of 13 former senior 
Government economic oilicials, he 
stated publicly that the declaration of 
an emergency would be “unwise”, nor 
did he believe the idea would be pur¬ 
sued. Even Donald T. Reagan, the 
President-elect’s own nominee for the 
Treasury Secretary post in his adminis¬ 
tration, came out openly against it. 
The country was not yet in an emer¬ 
gency, and there was no need for such 
a declaration, he said, hinting that it 
might scare people and thereby prove 
counter-productive. 
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But the issue has not been quite set- { 
tied yet. Perhaps the smartest reply % 
came from a radical Reaganite advo- { 
eating a bold, emergency-type pro- j 
gramme launched swiftly within the ( 
first 100 days of the Reagan Presidency. { 
The declaration of an emergency might J 
be dispensed with, he agreed. For “it { 
has declared itself.” X 

What will really matter is not the X 
kind of formal declaration President X 
Reagan will make, but the kind of eco- % 
nomic programme he will actually J 
launch. The need is for “action, not t 
threatrics,” as another Reaganite puts { 
it. There is little doubt that the pro- J 
gramme will be dictated by the de facto J 
emergency that exists on several fronts X 
and, to remedy the malaise, will pro- X 
vide for tax cuts, budget restraint, X 
relief to corporations, incentives for X 
savings and investment, an aggressive % 
energy programme, a stable monetary X 
policy, and regulatory reform. It is a J 
good bet that such policy-changes will 1 
significant alter the economic environ- X 
ment. This will also force the forecast- X 
ting economists to scrap their current X 
projections for 1981 and to do the X 
exercise all over again on the basis of X 
quite different assumptions. X 
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Indian Airlines offers fast safe, reliable and 
economical air transportation of your cargo. 
And helps you to minimise your insurance 
costs, save on your inventory, get faster deli¬ 
veries to meet your deadlines, save on your 
packaging, and a host of other benefits. And 
all this at a much lesser cost than you think. 
Get in touch with your nearest cargo agent, or 
Indian Airlines. Both you and your cargo will 
be in good hands. 

Indian Airlines I 
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The Aluminium Leap 


; Wmi ijiii signing of a collaboration 
agreement last week with Aluminium 
Pechiney of France, decks have been 
cleared for the utilisation of the rich 
bauxite resources oF Orissa. The agree¬ 
ment provides for the selling up of faci¬ 
lities to produce 800,('00 tonnes of alu¬ 
mina per annum by 1985 and 218,000 
tonnes of aluminium metal a year by 
1986. Fistimated to cost Rs 1,242 crores, 
the complex will have a 700 MW captive 
power plant at Talcher in the neighbour¬ 
hood of wbi eh at Angur is to be put up 
the proposed smelter by a new public 
sector undeitaking, National Aluminium 
, Company Limited (NALCO), to be float¬ 
ed with an initial authorised capital of 
Rs 200 crores. Alumina production faci¬ 
lities arc to be located at Damanjodi 
amidst the Panchpatmali bauxite deposits. 

Besides making available technical 
know-how, the I Tench company will be 
arranging from the French Government 
1400 million credit on soft terms. Another 
$680 million credit is to be raised from 
the international capital markets at fine 
margins over the London inter-bank rate 
(LTBOR) — one half of one per cent over 
this rate for * four years and 5/8 of one 
‘ per cent for the subsequent six years. This 
, Credit will be repayable in 10 years with 
l^^a grace period of five years. The Orissa 
aluminium complex is the first one to be 
set up through international market loans. 

Credit for Bombay High 

Another such credit is being 
arranged for the Oil and Natural Gas 
Commission -S200million—-to finance the 
fourth and fifth stages of the development 
of the Bombay High o.lfield. A begin¬ 
ning, thus, has been made to finance 
soifie worthwhile industrial projects 
through Euro dollar market loans. 

A notewoithy feature of the agreement 
signed with the French undertaking is that 


technical assistance is to be made avail¬ 
able by it not only upto the commission¬ 
ing of the project but also for a further 
period of three years which should enable 
the project to reach its full rated capa¬ 
city. Pechiney will grant to NALCO ex¬ 
clusive licence of itchnical know-how, 
besides providing assistance in basic and 
detailed engineering. It will as well 
supervise construction and the commis¬ 
sioning of the project. Adequate care 
has been taken to associate fully with the 
project Engineers (India) Limited so that 
there is complete transfer of know-how 
and technology to this principal Indian 
technical consultant. Approp*-iale gua¬ 
rantees relating to inputs, quantity and 
quality of products have been built into 
the agreement. 

Alumina Export 

No buy-back arrangements have been 
made with the French concern for the 
surplus aluminium or alumina. The 
smelting facilities will be utilising only 
about 45(),OtX) tonnes of alumina. The 
remainder 350,000 tonnes of this product 
will be exported. At current prices, the 
total output of the complex will be 
around Rs 397 crores. Alumina exports 
will yield about Rs 82 crores. Metal 
output will account for Rs 315 crores. 
This will be a saving in foreign exchange 
if the entire quantity is consumed within 
the country. Part of this production, 
however, may have to be exported as the 
domestic consumption may not be enough 
to fully absorb it. 

Arrangements are said to have been 
completed for the S68() million market 
loan. Nearly 50 banks from all over the 
world, excepting the German and Swiss 
banks, are stated to have agreed to join 
hands in making available this credit. 
The lead manager of the loan is the State 
Bank of India. 


As a sequel to the Orissa complex get¬ 
ting a concrete shape following the agree¬ 
ment with the French undertaking, the 
exploitation of the bauxite deposits of 
Andhra Psadesh may be somewhat delay¬ 
ed. It is feared that it may be difficult 
to accommodate this project in the Sixth 
Plan unless external financing is available 
not only to meet its foreign exchange cost 
but also a substantial portion of the local 
cost. 

Soviet Connection 

Negotiations are being carried on with 
the Soviet Union for putting up a Rs 4(X) 
crorc alum’na project based on the 
Andhra Pradesh bauxite reserves. The 
Soviet Union has shown interest in this 
project and may have a buy-back arrange¬ 
ment for half of the 60().0t)() tonnes annu¬ 
al alumina output from it. The various 
issues concerning the financing of this 
scheme as well as the buy-back arrange¬ 
ment arc expected to be sorted out in the 
next few weeks during the meeting of the 
Indo-Soviet Joint Commission. Firm 
commitment of alumina purchases by the 
Soviet Union will lighten the burden on 
India of finding markets abroad for its 
surplus alumina. But it is a moot point 
whether this will be an ideal solution un¬ 
less the sales of the Soviet Union are to 
be at the current global prices, instead of 
some prc-delcrmined rates. The decision 
on the metal production facilities for 
using the Andhra Pradesh project’s 
alumina output, of course, is proposed to 
be taken some time hence. 

With the commissioning of the Orissa 
and Andhra Pradesh complexes, India 
will emerge as a leading manufacturer of 
aluminium. Already capacity to produce 
over 350,000 tonnes of aluminium has 
been established. The Orissa complex 
will add another 218,000 tonnes capacity 
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by 1986. The capacity by the end of the 
eighties may go up to a million tonnes if 
the entire output of alumina is converted 
into metal by then. 


Trade with l.atin 
America 


The Indian Institute of Foreign Trade 
conducted a seminar lust week on trade 
with Latin America. This was the first 
seminar of its kind and several interest¬ 
ing possibilities regarding trade and cal- 
laboration were thrown up during the 
discussions. 

India has had an adverse balance of 
trade with Latin America throughout, 
fable I gives the details for the period 
1968-69 to 1978-79. The major trading 
partners arc Argentina, Mexico, Brazil, 
Venezuela, Guyana, Peru, Uruguay, 
Trinidad and Tobago. Table 11 gives the 
details of country-wise trade between 
India and some of these countries. 

India's exports to Latin American 
countries have been largely of traditional 
items such as jute products, lac, shellac, 
natural gums, tea, spices and handicrafts. 
Of late, however, there has been some 
diversification and the share of non- 
traditional items has been increasing. 
The most important are dyes and inter¬ 
mediates, cotton textiles and garments, 
engineering products, lac, automobile 
parts and components, diesel engines and 
parts, bicycle parts, hand tools, small and 
cutting tools, telephone equipment and 
electric motors. Import from Latin 
America consist of cereals, soya bean oil, 
carnauba wax, quebracho extracts, cot¬ 
ton, uncut diamonds and emeralds, non- 
ferrous metals, etc. 

^ The prospects for increasing trade are 
good as is indicated by the following 
statistics: Latin America’s total imports 
amounted to S73 billion in 1978 of which 
the manufactured goods comprised 55 per 
cent with an annual growth rate of 18.7 
per cent. Of the 31^20.6 billion export of 
machinery and transport equipment to 
Latin America in 1976 the share of deve¬ 
loped countries was $18.6 billion. Thus 


the market potential exists and India is 
in a reasonably good position to exploit 
it. The opportunities have become more 
attractive because most of the countries 
arc offering incentives towards liberalisa¬ 
tion of import policies. 

In the field of collaboration possibili< 
ties exist in the following major areas : 
(i) development of water resources; (ii) 
agriculture development; (iii) utilisation 
of mineral resources; (iv) consultancy 
services; (v) power generation and distri¬ 
bution; and (vi) modernisation and ex¬ 
pansion of railways. Several Latin Ame¬ 
rican countries including Argentina, 
Brazil and Mexico have shown interest in 
joint ventures. 

One problem that has to be faced by 
Indian exporters is the absence of ade¬ 
quate shipping facilities. Also the freight 
cost is so high that it often renders 
Indian products uncompetitive. There is 
also a fair degree of ignorance about 
India's capability in the field of engineer- 


goods. In view of the stated Govemmen 
policy of increasing exports during thi; 
decade it is to be hoped that some actioi 
will be taken towards eliminating, or a 
any rate reducing, the impact of these twe 
bottlenecks. 

Tmill 1 

India’s Trade with Latin America 

(Value Rs Million 


Year 

Imports 

Exports 

Balana 
of trade 

1968-69 

188.7 

56.9 

—131.8 

1973-74 

561.8 

146.4 

—415.4 

1974-75 

938.2 

235.0 

703.2 

1975-76 

321.6 

193.6 

—128.0 

1976-77 

466.6 

226.7 

-239.9 

1977-78 

1,758.7 

171.9 - 

-1,586.8 

1978-79 

817.3 

209.8 

- 607.5 

The export of 
South and C'cntral 

engineering 

American 

goods to 
countries 


and Caribbean Islands declined from 


Tahle 11 

India’s Trade wilh Latin America 

(Value Rs Million) 


Imports Fxporls 


1976-77 

1977-78 

1978-79 

1976-77 

1977-78 

1978-79 

Argentina 

10.8 

279.2 

I84.I 

22.9 

24.3 

15.4 

Brazil 

216.6 

691.1 

468.7 

20.2 

13.5 

48.1 

Mexico 

151.8 

283.4 

95.9 

19.4 

16.3 

14.1 

Andean Group 

28.2 

21.5 

57.4 

50.6 

30.2 

29.5 

Chile 

4.8 

0.7 

4.0 

2.9 

-5.5 

6.4 

Paraguay & Uruguay 

0.2 

75.5 

2.8 

6.5 

8.2 

12.4 

CACM 

— 

382.3 

1.2 

4.2 

2.0 

1.5 

CARICOM 

0.8 

24.1 

2.3 

83.7 

57.2 

26.2 

Other Caribbean Countries 

53.4 

0.9 

0.9 

16.3 

14.7 

56.2 

Total 

466.6 

1,758.7 

817.3 

226.7 

171.9 

209.8 


l ABI E III 
Export Target 


(Rs Crores) 



1981-82 

1982-83 

1983-84 

1984-85 

Central America 

2.50 

4.00 

7 00 

9.00 

South America 

10.50 

13.00 

18.00 

24.00 

Caribbean Islands 

2.(X) 

3.00 

5.00 

7.00 


15.00 

20.00 

30.00 

40.00 
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I Rs 528.96 lakhs in 1976-77 to Rs 253.61 
lakhs in 1977-78. There was, however, 
some improvement in the year 1978-79, 
when the export rose to Rs 293.49 lakhs. 

The country-wise break-up of export 
of engineering goods to these countries 
during the year 1976-77, 1977-78 and 
1978-79* is given bellow: 

(Rs lakhs) 



1976-77 

1977-78 

1978-79 

South America 

352.73 

174.92 

212 39 

Argentina 

7.87 

3.58 

21.70 

Bolivia 

11.21 

12.85 

6.61 

Brazil 

81.64 

26.57 

63.50 

Chile 

3.89 

2.85 

2.23 

Colombia 

14.40 

5.90 

7.25 

Cuba 

— 

— 

0.02 

Ecuador 

12.15 

12.67 

12.42 

Guatemala 

0.10 

2.60 

5.29 

Guinea 

158.34 

34.28 

16.22 

Nicaragua 

0.90 

0.25 


Paraguay 

3.69 

2.73 

6.90 

Peru 

34.96 

38.31 

11.05 

Surinam 

12.64 

2.67 

4.75 

Uruguay 

3.85 

15.07 

11.36 

Venezuela 

7.90 

14.59 

43.09 

Central America 41.09 

6.80 

30.52 

Costa Rica 

0.38 

0.45 

2.96 

Dominican 

Republic 

0.32 

0.27 

0.86 

Honduras 

(Beliza) 

— 

0.76 

0.29 

Mexico 

15.49 

4.18 

16.40 

Panama 

4.31 

1.06 

8.68 

Caribbean 

Islands 

135.14 

71.89 

50.58 

Bahamas 

— 

0.04 

7.55 

Barbados 

0.24 

0.21 

0 11 

Jamaica 

55.02 

0.81 

1.61 

Trinidad 

79.70 

70.63 

39.60 

Others 

— 

0.20 

1.71 


♦Prepared by Engineering Export Pro¬ 
motion Council (Territorial Division), 
New Delhi. 

The countries, to which there was ap¬ 
preciable fall in exports, included Peru, 
Guyana, Trinidad, Jamaica, Bolivia, etc. 
There was, however, progressive increase 
in exports to the other countries, notable 
among which are Argentina, Mexico, 
Panama, Guatemala, Venezeula, Bahamas, 
etc. 

The engineering products, export of 


which has declined to these countries in¬ 
clude auto and auto parts, diesel engines 
and parts, office machinery, telephone 
equipment, tea machinery, sugar mill 
machinery, hand tools, oil pressure lamps 
and stoves, electric wire and cables, and 
transmission line towers 
The Council has fixed an export target 
of Rs 7.(X) crorcs for the current year in 
respect of South and Central American 
countries and Caribbean Islands. For the 
next four years the export targets have 
been fixed as shown in Table III (p. 119). 


Industrial Sickness 
in West Bengal 


ALTbouGH I HU Industrial Reconstruction 
Corporation of India (IRCT) has been in 
existence for about ten years, the scope 
of its activities does not seem to have 
been correctly understood by the business 
community. This will be clear from the 
remarks made by the IRCI’s Chairman, 
Mr T. Tiwari, at a press conference held 
in Calcutta recently. He disclosed that by 
the end of June 1980, the IRCl had re¬ 
ceived 809 applications for assistance, of 
which 116 had been sanctioned. The 
others could not be entertained since 
they did not come under the purview of 
its operations. The IRCI therefore should 
widely and effectively publicise its role so 
that applications for assistance would 
come only from those who are eligible 
for it. 

Mr Tiwari said that there had been a 
rise in the incidence of industrial sickness. 
The IRCI, of course, could do little to 
prevent it by its own efforts. But the 
Central and the State Governments 
should take note of some of the remarks 
made by Mr Tiwari. He observed that 
trade unionism, power shortage, impedi¬ 
ments in transport, and unremunerative 
prices offered by the Railways, the Depart¬ 
ment of Defence and other public sector 
undertakings, were responsible for the pro¬ 
longed sickness in the assisted industries. 
It is clear therefore that unless there is 
an integrated and imaginative approach, 
industrial sickness is likely to become 
more intense and widespread. Mr Tiwari 


revealed that although the problem was 
acute in West Bengal, in several other 
States also sickness was increasing. In 
Karnataka, for example, about 400 indus¬ 
trial units with an investment of about 
Rs 1200 crores are on the sick list. 

The Chairman of the IRCI disclosed 
that the lack of management expertise 
was a major handicap faced by it in re¬ 
viving the sick units. He said that 
though the managerial personnel were 
individually of high calibre, as a team, 
they were unable to function effectively. 
Besides, he pointed out that competent 
managers were generally reluctant to 
work in West Bengal. This remark is no 
compliment to the Left Front Govern¬ 
ment which has been claiming credit for 
efficient administration. In recent weeks, 
the chairmen of many companies in the 
private sector have expressed their anxiety 
about the sharp deterioration in indus¬ 
trial relations. What worries them is not 
so much the frequent resort to strikes 
and various disruptive tactics but the use 
of force to settle di.sputcs. 

At the annual general meeting of the 
Reliance Jute and Industries Ltd, held in 


R. J. Venkateswaran writes 
from Calcutta 


Calcutta on December 27, Mr P.K. 
Kanoria referred to the “riotous behavi¬ 
our of workers, assault on members of 
the staff and wanton destruction and 
looting of property running into lakhs 
of rupees”. He said that the supervisory 
staff were apprehensive of being subject¬ 
ed to physical violence at the hands of 
unruly workers. A few days later, the 
Personnel Manager of Reliance Jute Mill 
was murdered in office premises. Mr 
Jyoti Basu condemned the murder but 
pointed out that the alleged assailants 
belonged to the union affiliated to the 
INTUC. The attempt to make political 
capital of this sad and shocking incident 
is to be deeply deplored. Murder is mur¬ 
der, irrespective of the political affiliation 
of the workers concerned. Unless the 
Left Front Government takes stern mea¬ 
sures to restore some discipline in indus¬ 
trial relations, the efforts of the IRCI are 
bound to be frustrated and the State’s 
economy will stagnate faster. 

Mr Tiwari said that during 1979-80, 
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the IRCl sanctioned assistance amount¬ 
ing to Rs 46.90 crores to 27 units taken 
over under the Industries (Development 
and Regulation) Act. Of these, only 15 
had recorded some profit. Both the 
Central and the State Governments 
therefore have to create such conditions 
as would enable industries to operate 
profitably so that, while the sick units 
could be revived rapidly, the incidence 
of further sickness can be effectively 
checked. 


Do We Need the 
Jute Board ? 


The task force on the jute industry is 
reported to have recommended unani¬ 
mously the formation of a Jute Board in 
order to ensure proper coordination 
among the various agencies which are 
handling iis problems. But have the 


members given adequate thought to this 
proposal ? It is, of course, essential 
that the Jute Corporation of India, the 
Jute Manufactures Development Council, 
the Jute Commissioner’s Office and the 
research laboratories should function in 
close cooperation with one another. But 
what has prevented the Commerce Mini¬ 
stry itself from bringing about this coor¬ 
dination ? Instead of forming a separate 
body with its own Secretariat, would it 
not be better to strengthen the oflice of 
Jute Commissioner with the necessary 
expertise to enable it to perform the 
functions of the Jute Board ? 

The jute industry’s difficulties in recent 
years have arisen mainly because of the 
wrong policy decisions taken by the 
Government of India as, for example, in 
levying an excessive export duty at an 
inopportune time and keeping it in force 
for a prolonged period. Had IJdyog 
Bhavan and the industry worked together 
in close cooperation, it would have help¬ 
ed our country to meet the challenge 
from synthetics and from Bangladesh to 


a large extent. In fact, when the Jute 
Manufactures Development Council was 
formed in 1976, it was thought that it 
would play an effective role in dealing 
with the industry's major problems, in¬ 
cluding cost control, quality control, ex¬ 
port promotion and product diversifica¬ 
tion. But what have been the achieve¬ 
ments of this Council in the last four 
years ? The formation of the task force 
would have been unnecessary if the 
Council had performed its duties as en¬ 
visaged. 

The Jute Board, it is reported, would 
be set up more or Jess on the lines of the 
Tea Board. But has the latter really 
helped the tea industry to develop on 
sound lines and play its part in the coun¬ 
try’s economy and foreign trade ? Has 
the Tea Board been able to make its in¬ 
fluence felt on the Government of India 
and make it adjust its policies suitably 
from time to time ? Like the jute indus¬ 
try, tea was also subjected to heavy ex¬ 
port duty until a few years ago, which 
greatly harmed its export. The tea gar- 
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jgdcns in Darjeeling have been suffering 
g^from acute and persistent sickness for 
^the last decade. Their problems have 
been examined in depth by several com¬ 
mittees but the sickness continues. The 
jTea Board has also not been able to 
.^persuade the State Governments concern- 
^ ed to reduce the tax burden on the in¬ 
dustry to reasonable levels. Why then 
^is the task force enamoured of the per¬ 
formance of the Tea Board and is keen 
~to set up a similar body for the jute in- 

®^ustry ? 

Ai 

Be The task force is also said to have ap- 
Biproved the proposal to set up an export 
Cl^romotion council for jute goods. In 
Cqbis matter too re-thinking is necessary. 
CiThc problems of the jute industry arc 
Ecaot so simple as to be tackled merely by 
Gii proliferation of agencies to tackle them. 
GiFhe Government of India and the Com- 
Ninerce Ministry in particular are fully 
Paiware of the nature of these problems but 
Pcbecausc of indecision and lack of coor- 
Sujination, they have been allo^^ed to drift 
Uifor years. The task force is expected to 
Vesubmit its report in February but how 
Celong will New Delhi take to implement 
Cotts proposals ? 

Dc 

R Incidentally, should the task force give 
Hcpublicity of the discussions that take 
mlace at its meetings ? The proceedings 
I^^fits first meeting in New Delhi in 
pgpcccmbcr and of the second meeting in 
^gCalcutta in January have been publish- 
jgjd in some newspapers in detail. Would 
Bg]t not be desirable for the task force to 
i discussions in camera so that a 

• Jan^ank exchange of views can take place 
! Xri^nd it can submit its report after careful 
' Otpnsidcration of all the relevant issues ? 

I ?Bihar’s New Strategy 

' T___ 

i pre 

: Gtt.fHE GovnRNMiiNT of Bihar recently issu- 
\ Thed a full page advertisement in leading 
i in aewspapers, explaining the variou-s faci- 
lamdtics and incentives available for the 
; Panitate's industrial development. The 
; etc.Sovernmcnt clarified that it was adopt- 
[ T®E strategy the first of its kind” 

I **4nd it assured that nothing would be 
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allowed to stand in the way of entrepre¬ 
neurs setting up industries and that they 
would be helped “financially, managerial- 
ly, technically and emotionally”. A peru¬ 
sal of the advertisement, however, does 
not seem to justify the Government’s 
claim about the newness of its strategy. 
Almost all the incentives now offered 
were available under the previous regime 
also. What Dr Jagannath Mishra has 
done is to make them more liberal in 
some respects. 

For example, till now industries in the 
small and tiny sectors were eligible to get 
75 per cent subsidy for preparing project 
reports through the agencies approved by 
the Government. Now it has been decid¬ 
ed to reimburse the entire cost of prepar¬ 
ing such reports for projects with capital 
investment up to Rs 5 lakhs. The reim¬ 
bursement will be up to 90 per cent for 
projects costing between Rs 5 lakhs and 
Rs 20 lakhs. Besides, feasibility reports 
prepared by the Industries Depaitment, 
or available with it, will be supplied free 
to all the projects in the small and tiny 
sectors. These facilities will prove help¬ 
ful to entrepreneurs. But do the agencies 
approved by the Government for prepar¬ 
ing these reports have the cxpeiience and 
expertise for this task? Is the Industries 
Department adequately equipped with the 
necessary staff for this purpose? 

Tardy Procedures 

The small scale and tiny units have 
been assured of financial assistance by 
providing loans under the Bihar State 
Aid to Industries Act, loans from the 
State Financial Corporation, assistance 
for obtaining credit facilities from natio¬ 
nalised banks and financial institutions 
and in other ways. But has the Govern¬ 
ment satisfied itself that the procedures 
for getting these loans are not complicat¬ 
ed and time-consuming and that the small 
and tiny units can readily get them? 

Another stimulus provided by the 
Government is by enhancing the subsidy 
for installing captive generating sets. Till 
now a subsidy of 20 per cent with an 
upper limit of Rs 1.5 lakhs was offered. 
Now it has been decided to raise the 
limit to Rs 5 lakhs and to enhance the 
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subsidy for the small and the tiny units 
with investment of Rs 10 lakhs to 30 per 
cent and for those with investment bet¬ 
ween Rs 10 lakhs and Rs 20 lakhs to 25 
per cent. Rebates in electricity duty have 
been provided to the large and medium 
units under certain conditions. But all 
these facilities by themselves will not 
help to create confidence among investors 
and entrepreneurs unless the Government 
is able to provide adequate and regular 
supply of power. The Government has 
said that “a substantial improvement in 
power situation is expected after 1982-83”. 
But the Government should try to aug¬ 
ment power supply even much earlier by 
expediting the expansion of Fatratu and 
Barauni schemes and by toning up the 
efficiency of the State Electricity Board. 

Decision-Making Lags 

A notable feature of the new strategy 
is the proposal to avoid the departmental 
approach to the problems of entrepre¬ 
neurs. The Government has admitted 
that, despite the existence of a high-level 
standing committee, the decision-making 
process in regard to the supply of land, 
water, power and basic requirements of 
entrepreneurs has been lethargic. The 
Development Commissioner, who is the 
Principal Secretary to the Government, 
therefore has been authorised to take a 
final decision in all such cases within 15 
days from the submission of the com¬ 
plete application. It is proposed to 
adhere strictly to this time-limit. But is 
Dr Jagannath Mishra confident that 
Bihar’s bureaucracy will be able to rise 
to the occasion? 

Bihar’s efforts to woo entrepreneurs 
will succeed only if, in addition to the 
efficient implementation of the incentive 
scheme, the Government is able to en¬ 
force law and order effectively. It is not 
clear what the Government means when it 
says that it will help entrepreneurs "‘emo¬ 
tionally” also. The Government should sec 
to it that its employment policy is realistic. 
While the utmost encouragement should 
be given to employ the local people, 
there should be sufficient flexibility in 
this regard so that industries will have 
no problem in recruiting the right kind 
of personnel. 




Window on the World 

1981: Economic and " 

Energy Uncertainties 


The New Year once again began with 
another twist of the oil screw by the OPEC 
which will be a heavy burden to the oil 
importing developing countries at a time 
when the developed countries arc also 
caught in the worst ever post-war reces¬ 
sion. Although Saudi Arabia took the 
initiative at the conference in Bali last 
month to resist the 15 to 25 per cent in¬ 
crease demanded by oil hawks, the basic 
rate for Saudi crude went up by two 
dollars per barrel from January i and 
this has been normally Ihe price fixing 
marker for other oil exporters. Eor other 
Gulf States the price went up to 36 dol¬ 
lars and for top grades and short haul 
crudes to 41 dollars, the countries benc- 
fitting being Libya, Algeria and Nigeria. 
North Sea oil of Britain and Norway fol¬ 
lows the Nigerian level. 

While the impact of the price rises 
will be most severe on India and other 
Third World oil importers, the developed 
countries will also be affected in that 
their recession will be prolonged and their 
inflation rate will go up from the oil hike 
by at least \ per cent. The hoped for eco¬ 
nomic revival and growth will be delayed 
and thereby their demand for developing 
countries* exports while their own exports 
will be costlier giving another excuse for 
OPEC countries to justify another oil 
price increase. 

Financially it is estimated that the 
New Year Price increases will add about 
20 billion dollars to the income of OPEC 
members. This makes it more urgent than 
ever for international effort between oil 
exporters, developed and developing 
countries to agree on a constructive re¬ 
cycling of the OPEC surpluses particular¬ 
ly for investment in the developing econo¬ 
mies which arc potentially the biggest 
markets in the world. 

Though all this projects more gloom 


for the world economy as a whole in 
1981, there arc a number of factors which 
cushion the OPFC blow for the first quar¬ 
ter of the year. The OPEC monopoly 
grip on energy supplies has been loosened 
by many developments, the most impor¬ 
tant of which is that the biggest consu¬ 
mers the 24 richest countries of the north 
have begun, for the time being to function, 
unitedly and effectively in the Internatio¬ 
nal Energy Agency (the IE A) of the 
OECD. It is developing into the counter¬ 
part on the consuming and importing 
side of the OPEC. As they account for 
80 per cent of the world’s imports, they 
have the potential to affect prices by con¬ 
servation of oil consumption and speed¬ 
ing up the substitution of other energy 
sources for oil. Laced with Che recurring 
rises in oil prices, the IE A has been com¬ 
pelled in their joint interest to take con¬ 
certed and united action. The recession, 
rising unemployment and reduced spend¬ 
ing power have also helped to check the 
consumption of oil. On the part of the 
OPEC too, there has been among some 
exporters particularly Saudi Arabia an 
attempt to redress the impact of the Iraq- 
Iran war and virtual stoppage of their 
production and exports by increasing 
their own production. 

The IE A at its December 9 meeting 
while stressing tha( the chance of econo¬ 
mic recovery in 1981 would be destroyed 
by large oil price increase (which has not 
occurred as feared at Bali) arc optimistic 
about a manageable situation in the lirsi 
quarter of 1981. This is due to high 
stock levels built up by these co'jntries 
and their oil companies, combined with 
declining consumption. The net supply 
shortfall from the Iraq-Iran conflict “has 
so far been managed largely through 
drawing on stocks on land and at sea.” 
The total stocks on land in the lEA coun¬ 


tries at the end of 1980 are expected to I 
higher than at the end of J979 and “fti 
thcr .stocks draw would reduce JEA sto< 
to a level still somewhat higher than 
April 1, 1979". 

Under these condition the lEA is hop 
ful that the industrialised countries 0 * 
maintain adequate oil supplies to tin 
economics by drawing on stocks. On t 
price level front the lEA members h^ 
recognised the importance of discoura 
ing abnormal purchases at high pric 
From the spot market and arc ready 
cooperate among themselves by countri 
with relatively high level of stocks su 
ply permitting their stocks to be dra^ 
down by countries with serious deficits. 

Drop in Consumption 

There has been already a drop in co 
sumption of si\ per cent in the 0£C 
region in 1980. The II:A claims that tl 
is “considerable progress” achieved 
rational use of oil and its replacement 
other forms of energy and efforts by cc 
sumers in constraining oil consumptk 
It estimates that the collective results 
these actions would be to reduce t 
demand of IFA countries for oil on t 
world market to 238 nuTlion tons asco 
pared with olherwi.se estimate requi 
ments of 264 million tons in the fi 
quarter of l9tSl as the IRA’s contributi 
to stabilising the market 

But the uncertain factor beyond 1 
fust quarter of 1981 ?s the Iraq-lran W 
Ifilisnot settled eai ly in the new yi 
and the oW production of these count! 
is not revived, pressures will begin 
build up on the supply position. The 
stocks will not cushion the OECD coi 
tries beyond summer when there will b 
rush to rebuild them for the com 
winter. The loss ti om the war is ab< 
nine million barrels a day which w 
depleting stocks cannot be made up 
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idi Arabia or other OPEC members 
511 if they ^^ish to help. If peace 
^(|4irns and the repair and reconstruction 
^f|the war damage to oil installations are 
’^tfckly undertaken the oil supply situation 
gradually improve and indeed may not 
^eed curb price rises but also sharpen 
competition in the OPEC as Iraq 
Iran attempt to recoup their enormous 
expenditure and cost of reconstruc- 
dp by boosting their oil extraction.. 

Astronomical Cost 

V 

““■tlhe cost of reconstruction of refineries, 
Soy tanks and fields, harbours, depots, etc 
Aril be astronomical and the OECD 
Bointries are literally licking their lips at 
Brg giagantic contracts they could gain 
CbMte work of reconstruction of the oil 
Cdlustries of the two countries which arc 
Ci^ two biggest after Saudi Arabia. 
Ecleed, the war has in no way slackened 
Gm visits of high power salesmen and exe- 
Gitives from Western Europe, Japan and 
Nfe USA (to Iraq) to the warring nations 
Pa assess the damage and offer draft plans 
Ped estimates for repair and reconstruc- 
Sun. The hoped for demand for capital 
XJbds, building material, and skilled man- 
Vewer from Iran and Iraq arc expected to 
Ctate job opportunities, utilisation of idle 
edacities of factories and enhance exports 
D the developed world offsetting to some 
lent the recent price increase. India too 
Ha provide skills and goods on a mutu- 
(y beneficial basis to the two countries. 
Nftut if the war is prolonged unfortu- 
Ptely, and Iraq and Iran are unable to 
Cume production and export, it will fur- 
Ir damage their economies and create 
Bbrtages and price rises for all import- 
la^ countries. The lEA fears that it may 
Iterate competitive bids from OECD 
Israbers, the biggest consumers and has 
Cmly warned against paying excessive 
Hecs in trying to build up stocks. The 
: iC Energy Commissioner, Dr Bunner, 

; a New Year warning writes of an oil 
sis “of frightening proportions” if 
istic cuts are not made in oil consump- 
i ^ accuses the USA, Canada and 
lit Germany as the main culprits 
rcause they keep their oil prices low. He 
I ^cs new taxes 05,; oil to discourage its 
I and quicker ik^t to coal as the prime 
f urce of energy. 

}) Though the price of petrol and petro- 

■ 
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leum products is an important factor in 
the world economy, the recession in the 
OECD region and the greater economic 
strains in the oil importing Third World 
countries, project little hope for a growth 
of world trade in general, apart from the 
localised boom from war repair bills. 
Negative or minimal growth rates and 
rising unemployment, which arc the ex¬ 
pert predictions for the OECD region, 
for the next twelve months augur a 
gloomy New Year for most countries. 
Although President Elect Reagan has now 
decided not to declare an ^'economic 
emergency” in the USA on taking office 
the emergency situation will continue. 

The OECD calculations are “relatively 
low economic growth prospects to 1985”. 
The lEA believes that beyond 1985 oil 
shortages could further constrain econo¬ 
mic growth unless net oil imports are fur¬ 
ther substantially reduced. This could 
only be done if production and use of 
coal are increased at a rate which doubles 
them by 1990, nuclear power expanded, 
natural gas production increased, and 
unconventional and synthetic fuels deve¬ 
loped. These would require major struc¬ 
tural changes in energy. 

As for oil, the lEA secs the only solu¬ 
tion is in ‘‘intensified international coope¬ 
ration between the importers and the ex¬ 
porters”. This is yet a remote hope but 
perhaps the deepening of the energy relat¬ 
ed recession which will eventually harm 
all in the end not only economically but 
politically from the struggle to get oil 
supplies between big and medium powers 
may see a beginning of cooperation in 
the New Year. 

Strategy for the 
Eighties: GATT Report 

To HAVE been alive during the turbulent 
decade of the 1970s meant absorbing a 
valuable survival course in economics. 
The world during that period learned 
many new lessons on the functioning of 
the national and international economic 
systems. 

First the world went through an era of 
monetary instability, then a period of 
energy scarcity followed by the scourge of 
inflation and high unemployment. Having 
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learned to fact up to problems like 
balance of payments and protectionism, 
the public is now being alerted by the 
General Agreement on Tariffs and Trade 
(GATT), to the need for Governments 
to develop sound investment policies to 
face the emerging economic challenges of 
the future. 

This year’s GATT report on the pros¬ 
pects for world trade is another textbook 
in global economics. The survey, which 
looks at both the past and makes fore¬ 
casts for the future, notes that the volume 
of world trade increased by six per cent 
in 1979 but is expected to slow down 
considerably to between two and three 
per cent growth this year. 

However, when measured in dollar 
terms, world trade expanded by about 25 
per cent last year, refiecting a surge in 
inflation and also a fall in the value of 
the dollar relative to other currencies. 

Importance of Oil 

It is no secret, but the report also 
underlines the importance of oil in total 
world commerce. In the first half of 1980, 
price increases in dollar terms in the 
price of oil represented a 100 per centjump 
compared with the same period last year. 

These price rises alone account for the 
70 per cent increase in value of exports 
from the oil-producing countries during 
the first half of 1980, although the actual 
volume of these oil exports in fact decli¬ 
ned. GATT expects the accounts of the 
oil-producing countries to rise to 115,000 
million dollars in 1980 from the 68,000 
million dollars surplus in 1979. 

In contrast to this two-year surplus of 
about 184,000 million dollars for the oil 
countries, industrialised countries, includ¬ 
ing the nine European Community coun¬ 
tries, will suffer payments deficits amount¬ 
ing to some 77,000 million dollars in 1979- 
80 and the developing countries which do 
not produce oil will be facing deficits of 
112,000 million dollars during the same 
period. 

From the report, it emerges clearly that 
1979 and the major oil price increases 
during that period were a historic turning 
point in a world trade picture that seemed 
to be lifting itself out of the slump provo¬ 
ked by the first oil crisis of 1973-74. 

For instance, for that period, industria- 
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Used countries like the Community, the 
United States and Japan, had largely suc¬ 
ceeded in erasing the large increases in 
their oil bills by generating new exports 
in the oil-producing and developing coun¬ 
tries. But the new oil increases of 1979 
and 1980 have ushered in another signi¬ 
ficant new era of challenge to again offset 
rising oil import costs. 

What is not generally known, however 
—and it is contained in the report—is 
that the drive to export manufactured 
goods and services such as insurance and 
technological know-how by the industria¬ 
lised countries was so sizeable that this 
trade, and not the purchase of oil, was the 
largest debt registered by the struggling 
developing world. 

Probably the biggest challenge now 
facing the industrialised nations is the 
need, according to the GATT report, to 
shift investment plans to high-producti¬ 
vity sophisticated manufactured goods 
and to relax efforts to prop up and shield 
traditional industries such as textiles and 
other problems sectors. This adjustment 
to what is termed as a process of ‘de- 
industrialisation’ is yet another argument 
against costly protectionist policies that 
seek to forestall the oncoming shifts in 
competition. 

Structural Adjustments 

The report believes that the industrial 
slump in many of the major developed 
economics is a manifestation of the need 
for such structural adjustment which had 
been building up for the past 10 or 15 
years but which had been insufficiently 
recognised before the recent economic 
shocks. 

It notes that investment in recent years 
had been maintained relatively stable in 
many industrial countries and that much 
of this financing had been spent on new 
labour-saving technology. This should 
result in the building up of new industries 
with high growth rates, creating higher- 
wage jobs to replace those lost in the 
traditional industries. 

For instance, the report outlines the 
fact that the so-called third sector, mean¬ 
ing service industries instead of older 
manufacturing activities, had shown a 
faster rate of growth in employment in 
recent years which could provide signs of 


encouragement about the fhture. The 
key, according to the report, will be the 
need to maintain dynamic and sound 
investment policies to respond to these 
new industrial and energy realities. 

Source : Euroforum 


W. Germany: Omens 
for Growth 


Bonn still assumes that impulses fa¬ 
vouring economic growth will get the 
upper hand in 1981, according to 
Economic Affairs Minister, Count Otto 
Lambsdorff. 

As a result, he says, Bonn saw no 
reason to depart from an assumed 
growth of 0.5 per cent (adjusted for in¬ 
flation) in 1981. A recession as in 1974-75 
was unlikely, he said. But, on the other 
hand, it would be wrong to raise un¬ 
warranted hopes. 

In a recent cabinet session on the 
economy, which was also attended by 
Bundesbank President Karl Otto Pohl 
and SPD and FDP MPs, it was agreed 
that the Government would continue to 
pursue a “supply-oriented” policy, not¬ 
withstanding the fact that unemploy¬ 
ment will rise from the present 900,000 
to 1.1 million 1981. 

There will be no new spending pro¬ 
gramme, and the expenditure increase 
of the federal Government will not exceed 
about four per cent. 

The monetary policy, he said, should 
remain strictly “potential oriented”. 
The relatively robust invc..tment activity 
must be continued. 

The parties to collective bargaining, 
he said, must pursue an economically 
responsible policy. And all efforts must 
be made to make Cicrman business inter¬ 
nationally competitive. Social consensus 
here will continue to play a major 
role. 

Among the international uncertain¬ 
ties that could stymie the economic growth 
impulses in 1981, Herr Lambsdorff 
mentioned the price and supply deve¬ 
lopment of oil, the overcoming of the 
recession in the United States and 


restrictive international economy 
policies. 

The Bonn Government expects f< 
1981 a growth of 0.5 per cent (1980; 2 
an unemployment rate of 4.75 per cei 
(4); a private consumption increase by 
nominal 5.5 per cent (7) : public secU 
consumption increase by 5.5 per cent (! 
and investment growth by 3.5 per cei 
( 12 ). 

Consumer prices arc likely to rise 1: 
four per cent L5.5). The national incon 
will rise by four per cent (0.5); the gro 
earnings from business activities an 
capital will be up three per cent (3.5 
gross employee’s incomes will rise foi 
per cent (7.5) and gross wages and sal; 
ries per worker by 4.75 per cent (7). 

Source : Handclsbla 


USSR to Rationalise 
Resources Utilisation 


Tfir Soviet Union is the wo’^ld’s bigge 
producer of oil and steel and the secor 
biggest producer of electricity and ga 
Although the USSR has made spectaci 
lar progress in the development of i 
economy, major resources aic not alwa; 
used rationally. There is an urgent nee 
and realistic opportunities for enhaneir 
the efficiency of the use of metal, fuel ar 
raw materials, assert Soviet economists. 

This need arises from new condition 
The production of metal, oil and gas b« 
comes increasingly expensive. The deposi 
of iron ore in the central regions ha^ 
been exhausted, and the main centres < 
oil and gas production have moved ft 
beyond the Ural Mountains and even b< 
yond the Polar Circle. 

Under these conditions the ratiom 
and thrifty use of resources is of tremer 
dous importance for the growth an 
efficiency of the economy as a whol» 
Production in the Soviet Union b£ 
grown to such an extent that a total < 
500,000 million roubles’ worth of ra 
materials, fuel and electricity are use 
each year. 

The efficiency of the fuel and energ 
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Ircsources in the country is fairly high. It 
J^s about 43 per cent, as compared with 
If the LliC countries' average of 30 per 
stccnt. Although the Soviet Union 
vlcompares favourably with (he European 
{^standard, there arc vast opportuiiilics for 
^'jimprovement. The task for the eighties 
^Ijis to cut energy waste and enhance the 
Inefficiency of the entire fuel and energy 
^ndnstry. 

_ 4 ; Modernisation of the power engineer- 


the adoption of energy-saving methods 
of production and comprehensive use of 
industrial waste makes it possible to plan 
for the next five years (1981-1985) a sav¬ 
ing of 160 to 170 million tonnes of con¬ 
ventional fuel, reduce the consumption 
of rolled ferrous metals in engineering 
and metal-working by 18 to 20 per cent 
and cut the use of steel pipes by 10 to 12 
percent. A substantial saving of metal, 
timber and cement has been planned in 


ping industry is one of the ways of reduc- 
_j]ing the consumption of organic fuel. Be¬ 
dsides stepping up the rate of construction 
^jpf nuclear power plants, thcSovict Union 
P intends to build nuclear-powered heal- 
Mng and power stations and boiler houses. 
^Thc Soviet Union has already started the 
^construction of two nuclear boiler houses, 
^Cach capable of heating a city with a 
population of 400,000. 

Q Another problem of great importance 
^jis that of rationalising the consumption 
p Of energy and reducing energy waste at 
jjthc final stage of consumption. Acadc- 
l^mician L. Mclentyev, a leading specialist 
this field, believes that energy losses 
p,can be cut by onc-third in the next ten 
ty^years. 

Rationalisation of Consumption 

Efficient use of metal and raw materials 
^|is also directly related to the rationalisa- 
Q tion of energy consumption. Mining, 
) y smelting and the production of semi- 
\ 0 ,inaDufacturcd products require energy. 
; fgPriority is now given to quality rather 
^ jiljthan sheer output. The Soviet plans for 
eighties attach great importance to 
extension of the production of special 
kv (jgrades of steel and rolled metal which 
yji^ensure the reduction of waste during metal 
jj.jnWorking. 

ittn Measures to improve the performance 
the country’s economy, some of w'hich 
\^have been carried out already and will 
continue in the eighties, are also aimed 
; llgat accelerating the adoption of techno- 
^^^ogical novelties. This applies, among 
other things, to continuous steel pouring 
powder metallurgy. The Eleventh 
||jj 3 i^Five-Year Elan (1981-1985) provides for 
production of 35 to 37 million tonnes 
continuous method and 
an increase by more than 2(X) per cent 
; m^^n the production of powder metal. 

^ Rationalisation of energy consumption, 


construction. 


Robots in Japanese 
Industry 


At tiil New Year ceremony of the 
Japiin Industrial Robot Association 
(.lIRA) recently, the new President 
Shinichi Matsuda described 1980 as 
the start of a significant era in the grow'th 
of Japan's industrial robots. And the 
140 Japanese firms manufacturing in- 
duslial robots could not agree more 
heartily with his favourable prognosis. 

Kawasaki Heavy Industries pro¬ 
duced the first Japanese industrial robot 
under license from the leading American 
robot maker Unimation in 1968, but 
initial demand for robots was sluggish. 
Then, in the face of sharp wage rises, 
corporate managers started to investi¬ 
gate industrial robots as a means to 
cut costs, and in 1976 sales recorded 
a sharp upward swing. Ihis trend 
has continued and last year pro¬ 
duction totalled 13,500 robots worth 
Y34 billion (SI58 million), an increase 
of 38 per cent over the production value 
of 1978. JIRA is projecting a minimum 
47 per cent rise in value for this year 
and an annual growth rate of at least 
40 per cent until 1985. 

At present, automakers buy more 
than one-third of the total industrial 
robots manufactured while appliance 
and electric machinery makers account 
for one-fourth. These two main groups 
of robot users are Japan'.s most pros¬ 
perous corporations with lively domes¬ 
tic .sales and exports, and accordingly 
robot makers are confident of a bright 
future as demand for their product grows. 


INTERN ECX)NOMlST 


Automakers in particular art eager 
to instal more robots. Toyota Motor, 
for one, has announced a plan to furnish 
700 new spotwelding robots in its body 
assembly lines. Nissan Motor, already 
probably the world’s most “robotized” 
automaker, continues to acquire spot- 
welding robot.s and reports that it will 
use as many as 300 painting robots in the 
next five years. Isuzii Motors, in coopera¬ 
tion with Mitsubishi Heavy Industries, 
has disclosed that it will soon intro¬ 
duce a centrally controlled system of 
36 spolwelding robots whereby the 
functions of a robot which suddenly 
breaks down can be taken over by other 
robots. 

In addition to boosting productivity 
a.nd substituting for expensive human 
labour, robots will increasingly take over 
unpleasant tasks such as dangerous jobs 
in sites where poisonous fumes are a 
problem. Toshiba Seiki, which makes 
robots for the loading and unloading 
of matciials to pi esses, believes that 
I he annual number of 7,000 press-related 
accidents in Japanese factories can 
be reduced by us'ng robots instead. 
Mitsubishi Heavy industries is develop¬ 
ing specialised robots to undertake 
dangerous inspection jobs in nuclear 
reactors. 

For routine tasks such as sorting or 
detection, Fuji Electric has produced 
robots with a sensory capacity. These 
robots are capable of soiling out goods 
that are irregular in si/c or shape, or 
defective. 

With the demand for robots among 
larger comjKinics firndy established, 
robot makers arc now selling their 
sights on a new market—smaller cor¬ 
porations. And expectations for this 
market are so high that 24 robot makers 
united lately to establish the Japan 
Robot Leasing Co which olTers financial 
assistance to small companies. 

Are Japanese workers worried that 
they will be replaced by robots? The 
answer is no. Many arc confident that 
they will be retrained by their company. 
Perhaps more important they view robots 
as rclearing them from monotonous or 
dangerous tasks to perform more in¬ 
teresting and pleasant jobs. 

Source : Focus on Japan 
JANUARY IS, 19tl 



Point of View 


Safety in Rail Travel 

BetwMn 64 and 73 per cent accidents on the RailwaySi particularly 
collisions and derailments occur every year due to failure of the 
railway staff. The Kunzru Committee in 1962 had recommended 
welding of rails which makes tampering with rail track impossible; 
yet so far only 25,000 km of the track has been welded out of over 
61,000 km track. Renewal is in arrears because of lack of funds. The 
author recommends a safety cess of 2 per cent for five years which 
could be reduced later as arrears of safety works are cleared. 


^RrcENTLY, AT least four persons were 
killed and 14 injured in a railway acci¬ 
dent at Simaria station neai Patna. 
According to the information given by 
the Railway Minister to the Lok Sabha, in 
808 railway accidents between January 
and October 1980, 187 passengers died 
and 625 were injured. These figures make 
a grim reading. 


The review of railway accident for 
1978-79 -the latest one available at 
present—shows that the number of con- 
sequential accidents involving risk to the 
' life and limb declined by 45 per cent from 
1,686 in 1952-53 to 931 in 1978-79. 
However, the number of such accidents 
was 780 and 866 in previous two years. 
This shows that instead of improving, 
safety of railway travel has deteriorated 
in the last two years. Generally, air 
travel is riskier than rail travel. But 
in India, statistics indicate that flying is 
safer than rail journey. I'urther, each 
rail accident tends to be more serious 
these days. Though the number of 
consequential accidents is declining, the 
number of casualties is increasing. In 
{the last three years, the number of deaths 
has been respectively 229, 292 and 394. 


Finally, per accident average cost of 
damage to the railways is fast increasing. 
It was Rs 872 in 1961-62. It went up to 
Rs 55,600 by 1978-79. This figure errs 
on the lower side as it docs not include 
indirect costs owing to interruptions, 
diversions by longer routes, etc. Such 
costs are quite substantial. Interruptions 
to through traffic alone amounted to 
8,561 hours in 1978-79. So also, com¬ 
pensation paid to the accident victims is 
^not included here. Some accidents such as 
failure of engines do not cause any direct 


damage to the railways. But their in¬ 
clusion brings down the average figure of 
damage per accident. When considered 
m this light, the damage per accident 
must be much more substantial than what 
the above figure indicates prima facie. 

The railways in other countries arc 
much busier than Indian railways. Still 
they have succeeded in reducing 
the rail mishaps substantially. Thus, 
accidents per million train km on 
Italian State Railways is just 0.41. 
That on the Indian railways (1.87) is 
almost 350 per cent higher. There is no 
reason why with sustained efforts wc 
should not be able to narrow down this 
difference. 

The extent of damage and casualties 
suffered in an accident is directly related 
to weight and speed of the train. Com¬ 
pared to 1951-52, the railways run 
heavier and faster trains at present. The 
net tonne-kms (million) per 1,000 running 
track kms per annum have increased by 
more than 100 percent from 1,232 to 
2,677 on boardgaugc and by more than 
200 per cent from 243 to 741 on metre- 
gauge. Hence, casualties sustained in 
the event of an accident are heavier, 
argue the railways. 

This is true. But then to cope up with 
it, the railways will have to increase the 
frequency of repairs or replacements 
and inspections of the track which now 
faces much heavier strains than was 
originally contemplated at the time of 
laying it. The exact extent of the arrears 
of track renewals is not known. How¬ 
ever, on August 21, 1978, the former 
Railway Minister, Mr Madhu Dandavatc, 
had told Rajya Sabha that out of 
61,000 route kms about 6,000 route kms 


Prof L G. Bapat 

of trunk and main lines were due for 
primary renewal. These arrears, forming 
10 per cent on such busy lines, make 
disturbing reading. 

Worse still, there appears to be no 
chance of improving the situation in the 
near future. The Railway Ministry had 
demanded Rs 500 crorcs for Irack re¬ 
newal during the sixth Flan period. 
However, ihc Planning Commission has 
sanctioned only Rs 350 crorcs. Accord¬ 
ing to Mr UaiKlavate, for renewal of 
primary tracks, every year Rs 100 crores 
were required, against which only Rs 70 
crores had been sanctioned. This 
clearly shows I hat track renewal arrears 
would grow fast in future. The railways 
certainly need economy. But is this not 
a false economy? 

Serious Failure 

P'ailure of pcnnanciil way accounted 
for 762 accidents, out of which 22 were 
serious and four very serious. Between 
five and ten per cent accidents are due to 
this cause every year. Considering the 
fact that in future, the strain on the rail 
track would increase still further, a 
vigorous programme of track renewal is 
necessary. 

Over-aged locomotives in ij.se at prc.sent 
amount to 25 per cent on broadgauge 
and 20 per cent on mctiegauge sections. 
This already high proportion seems to be 
rising still further due of acute shortage 
of diesel. In 1975-76, the railways over¬ 
hauled 160 over-aged steam locomotives 
every month and put those steel horses 
back on the track. As on November 1, 
1975, there wx'rc about 800 over-aged 
steam locomotives. 'I'his coupled with the 
above I acts indicates that the number of 
over-aged locomotives must be quite big 
now. The normal span of life of a steam 
locomotive is 40 years. It is being ex¬ 
tended by another 20 years through 
overhauling. 

There arc many “problem and vulner¬ 
able” bridges requiring repairs and 
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Strengthening. The number of such bridges 
is not known, but an indirect evidence 
shows that it must be quite large. Thus, 

^ in 1978-79 alone, 478 old bridges were 
rehabilitated (Indian Railways Year Book 
1978-79: P. 29). Such reasons have 
cumulatively led to more disastrous acci- 
' denis at present than in the past. 

liighty-threc accidents, two extremely 
serious, took place at level crossings in 
1978-79. The severity of such accidents 
is invariably on the high side. Thus, in 
the level crossing accident on June 26, 
1978 in which 74 Down Mughalsarai Ex¬ 
press was involved, 22 persons were killed, 
27 sustained grievous injuries and 16 
simple injuries. In another level crossing 
accident on December 26, 1978 in which 
26 Up Bangalore Express was involved, 
16 occupants of the bus lost their lives, 
13 sustained grievous injuries and another 
21 simple injuries. 

Unmanned Crossings 

As on March 31, 1980, there were 
40,911 level crossings. Out of them only 
14,795 (36 per cent) were manned. The 
experience of the railways extending over 
a cenlury shows that such accidents can 
be avoided only by manning such level 
crossings fully or providing over-head 
bridges. Still this work is going on too 
slowly. In 1975, 14,746 level crossings 
were manned. During the last live years 
since then, only about 50 more w'ere 
manned. Again, here is an example of 
false economy which adversely affects 
both the safety and punctuality of rail¬ 
way travel. According to the former 
Minister of State for Railways, Mr Sheo 
Narain, it would require a fixed invest¬ 
ment of Rs 100 crores. Considering the 
fixed investment of the railways (Rs 6,186 
crores) the Sixth Plan expenditure on 
railways (Rs 3,350 crores), this is not too 
big a demand. 

Further, this wqj^ require an annual 
recurring expendSwe of Rs 31 crores, 
accord||j^> the Minister. If we remem¬ 
ber thlBEtW present annual working ex¬ 
penses of the railways stand at Rs 1,900 
crores, again this is not too big an addi¬ 
tion. Reduction in level crossing accidents 
will reduce the damages to the railway 
(i: property and reduce their compensation 
liabilities which are increasing fast. Last 


year, provision for compensation to 
passengers was Rs 10 crores. Thus, net 
increase in railways' expenses would be 
much less than Rs 31 crores. Such a step 
would also create new employment open¬ 
ings to the tune of about one lakh. 

Construction of over-bridges is another 
remedy. The cost of such bridges is 
shared by State Governments and rail¬ 
ways to begin with. Later on, the State 
Governments arc re-imbursed their share 
of costs from railway safety works fund. 


At present, over Rs 14 crores are lying 
idle in this fund owing to the slow utili¬ 
sation of funds by the State Governments. > 
It is obviously clear that the State 
Governments arc not much interested in 
taking up this work in right earnest. As 
the entire costs are finally borne by the 
railways, why not scrap the present prac¬ 
tice and entrust the work entirely to the 
railvvays themselves? 

In Western countries, computers arc 
used to check accidents, particularly 


I Railway Accidents : Basic Data : 1974-78 I 



1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1. 

Total No. of 
accidents 

10,725 

11,800 

9,543 

10,989 

11,083 

2. 

No. of consequ¬ 
ential accidents 

925 

964 

780 

866 

931 

3. 

Casualties 

1,177 

1,104 

i- 

4 : 

* 

4. 

5. 

Damage per con¬ 
sequential accid¬ 
ent (Rs) 

Accidents due 

27,787 

47,054 

39,099 

47,015 

55,600 


to failure of per¬ 
manent way 

435 

652 

1,013 

768 

762 

6. 

Level crossing 
accidents 

140 

105 

86 

93 

86 

7. 

Accidents due to 
failure of mecha¬ 
nical equipment 

162 

174 

120 

111 

173 




(342) 

(309) 

(376) 

(364) 

8. 

No of collisions 
and derailments 

745 

829 

675 

751 

823 

9. 

Collisions and de¬ 
railments due to 







negligence of rail¬ 
way staff 

504 

571 

430 

463 

486 

10. 

Accidents due to 
wilful tampering 
with railway track 
(Attempted train 
wrecking) 

71 

59 

40 

88 

117 

11. 

Interruptions to 
through communi¬ 







cations (Hours) 

11,101 

10,275 

7,588 

9,047 

8,561 


Notes : * Since 1976-77, the Indian Railways have stopped the supply of this 
information in their annual reports. 

I. Figures in brackets in No. 7 show accidents owing to the failure of 
signalling apparatus. 

Source : A Review of Accidents on Indian Government Railways for the res¬ 
pective years. 
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collisions and derailments. In India, the 
, number of such accidents was 823 in 
1978-79. Out of them 173 (22 per cent) 
were due to the failure of mechanical 
equipment. By using computers, such 
accidents can be avoided. The Indian 
railways have 13 computers, but they are 
being used for office work. The Admi¬ 
nistrative Reforms Commission had re¬ 
commended that use of computers for 
office work should be discontinued forth¬ 
with and instead, decentralisation of work 
and formation of smaller divisions should 
be taken up. The commission concluded 
that by adopting I lie alternative suggest¬ 
ed, the railways could maintain office 
efficiency without computers. Why do 
the railways not accept the expert re¬ 
commendation made over a decade ago 
and release computers for avoiding 

accidents? 

Wilful Tampering 

Wilful tampering with the railway track 
is another well known cause of railway 
I accidents. In 1962, the Kunziu Com¬ 
mittee had recommended welding of rail 
which makes mischievous tampering 
impossible. Out of 61,000 km track, 
long welded rails have been installed 
only on 25,000 km route (41 per cent) so 
far. It is found that about 15 per cent 
of the total track is laid over a poor 
formation where long welded rails cannot 
be used until the formation is stabilised. 

Still, it means that the railways took 
18 years for completing less than half the 
possible work. This is too slow a pro¬ 
gress. According to the present tcchno- 
\ logy used by the railways, track up to a 
length of eight to 10 km can be continu¬ 
ously welded. Welded raik eliminate 
rail joints and cITect substantial economy 
in expenditure by reducing fuel consump¬ 
tion, a real great advantage in these 
days of rising costs of fuel. Welded rails 
also increase the life of the rolling stock 
and track owing to less wear and tear. 
In view of all these gains, the railways 
would do well to go in for this work in a 
big way. Soon the costs would be fully 
recovered by a rapid reduction in ex- 
, penses. 

Between 64 and 73 per cent of the 
accidents, particularly collisions and de¬ 
railments occur every year due to the 


failure of the railway staff. In 1978-79, 
out of a total 833 collisions and derail¬ 
ments, those caused due to the negligence 
of the railway staff vNcrc 486 (58 per cent). 
During earlier years, the proportion was 
much higher, it is true that the railways 
have taken and arc taking a number of 
steps to reduce the incidence of such 
accidents. However, one important sug¬ 
gestion may be made here. 

inquiry into serious rail accidents is 
done by railway officers themselves. 
However impartial an officer may be, he 
is hound to take a lenient view of the 
faults of his colleagues. Two instances 
may be quoted. The conclusion of the 
railway officer investigating the accident 
to310Howiah Passenger on December 
5, 1977 is: “At the time of the accident, 
it w'as moonlit night and the weather was 
clear. The visibility under the engine 
headlight was good. Signals were brightly 
lit and were visible from a long dis¬ 
tance. According to the assistant driver 
of the engine, the driver had felt suddenly 
very cold that night and it would appear 
that something was physically wrong 
with him. As a result, he became inca¬ 
pacitated and his normal reactions were 
impaired, preventing him from applying 
the brakes in time. When the driver 
failed to apply the brake, while approa¬ 
ching the signal at danger, this duty 
naturally devolved on the assistant 
driver.” 

Accusing the Dead 

He concluded. “In all likelihood when 
the driver became incapacitated, the as¬ 
sistant driver got busy in attending on 
him rather than on applying the emer¬ 
gency brakes,” He recommended pro¬ 
viding of automatic train control device 
on all trains. The recommendation is all 
right. But should he not have held assi¬ 
stant drive! responsible ? What was 
the first duty of assistant driver ? Should 
he have forgotten the thousands of pas¬ 
sengers and remembered only his collea¬ 
gue ? In that accident, engine driver 
had died. So it seems that all the rcs- 
pon.sibility was shoved on him as he was 
then beyond punishment. 

As sabotage was suspected, the railway 
officer obtained the assistance of Har¬ 
yana Police for investigating the accident 


to Ahmedabad Mail near Rewari (Haray- 
ana) on November 23, 1977. It was 
found that spcedogiaph, a device attach¬ 
ed to diesel engines for recording speed 
and other data at differcLt intervals along 
with a graph was missing from the spe¬ 
edometer of the engine. The local offi¬ 
cials later presented it, but the experts 
found that entries on it had been tam¬ 
pered with. This shows the extent to 
which the railway staff may go to shield 
their colleagues. In the end, the guilty 
railway employees go scot-free or escape 
with only some minor punishment such 
as warning etc. 

No Improvement 

As can be seen from the fable on page 
129 there has been practically no improve¬ 
ment in the railway employees’ function¬ 
ing as far as the safety record is concern- 
ned. It is necessary to delerminc first in 
an impartial manner the full extent of the 
negligence of the railway employees in 
this field and then to award them deter¬ 
rent punishment. It seems that these 
objectives can be achieved if such en¬ 
quiries are entrusted to only independent 
expcjts, not connected to the day-to-day 
functioning of the railways even in any 
remote way. 

I Faced with continuous deficits for al¬ 
most a decade now, it seems that shortage 
of funds is the biggest single hindrance 
in implementing the above and other ex¬ 
pert recommendations. Railways in 
Western and many i..atin American 
countries levy a special .safety ccss. For 
the first five years, the Indian railways 
may levy a cess of two per cent. As the 
arrears of safety works arc cleared, the 
railways would require less funds, Then 
the cess may be brought down to about 
0.5 per cent and stablised there. As re¬ 
venue grows, even a lower rate would 
bring more funds to the railways. There 
should be an express condition that the 
cess proceeds would be used only for 
improving the travel safety. 

On the basis of current earnings, the 
railways would get Rs 50 croresper year. 
This coupled with usual annual allot¬ 
ment for safety projects would enable the 
railways to improve their safety records 
substantially in the near future. 
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Point of F^teu> 


Economics of Farming in Punjab 


Rachhpal Singh, H.8. Bal & K.K 

The findings of a study undertaken by the authors who are associated 
with the Department of Economics and Sociology, Punjab Agricultural 
University, Ludhiana, indicate that the per hectare gross farm Income 
had no definite connection with farm size. Farm capital investment per 
hectare came to be highest on small farms and lowest on medium 
farms. Average rate of return was 16.69 per cent indicating the 
complaint that farm economy was in bad shape to be unfounded. 


Farming in Punjab had impressive 
growth after mid-sixties and the State 
spearheaded the process of green revolu¬ 
tion. It implied the use of new farm 
technology which accelerated the pace of 
transformation from subsistence farming 
to farming as a business proposition. The 
farmers have been encouraged to use 
more monetized inputs such as machinery, 
fertilizers and plant protection measures. 

Modem agriculture requires a lot of 
investment expenditure and has to be 
carried on as a business for better returns. 
Therefore, reasonable profit from farm 
business is essential to sustain the pace 
of economic development of agriculture. 
The rapid increase in the price of critical 
inputs in relation to product prices has 
given rise to cost-price squeeze. Farmers 
are generally complaining that their mar¬ 
gins have been eroded and they are un- 
. able to meet the high expenditure in carry¬ 
ing out their farm business. The truth of 
this complaint, hov\ever, can only be 
found by analysing the farm level data. 
This article makes an attempt to examine 
the cost-returns and capital gains from 
1 farming by analysing the farm level data 
of Punjab farmers. 

The data for the year 1977-78 
collected under the project, “Compre¬ 
hensive Scheme to Study the Cost 
of Production of Principal Crops in 
Punjab” was used for the study. The 
design is .si rati lied three-stage random 
sampling method with tehsil as the first 
. stage unit, a cluster of three villages as 
the second stage unit and operational 
holding within the village as the third and 
ultimate stage unit. In all 150 farm hold¬ 
ings were .selected. The input-output co- 
I efficients were worked out for different 
farm size groups and for the State as a 
whole, Thej^jpists and returns were work¬ 
ed out on pet» farm and per hectare basis. 


The average size of the operational 
holdings, farm family size on different 
size groups and the number of earners 
engaged in agriculture per holding arc 
shown in Table I. 

In will be seen from Tabic 1 that aver¬ 
age size of the operational holding varied 
from 3.24 hectares on the small size 
group to 10.98 hectares on the large size 
group. The overall size of holding was 
4.99 hectares. 

The average size of the farm family was 
7.96, the lowest on the small size group 
and highest on large size group. The 
average size of the farm family rose with 
an increase in the size of farm holding. 

The number of earners engaged in 
farming per farm was the highest, being 
3.00 on the large size group and lowest, 
being 2.15 on the small size group. The 
number of earners per farm also increas- 


^- 


Jain 

cd with the increase in the size of the 
farm. The overall average of farm earners 
worked to be 2.39. 

Gross farm income was referred 
to as the total earnings from the sale 
proceeds and value of farm produce con¬ 
sumed at home, and is shown in Table II. 
Gross farm income per farm and per hec¬ 
tare came to be Rs 22,731.29, 38,011.36, 
71,642.72 and 34,132.13 and Rs 7,015.83. 
6,442,60, 6,524.83 and 6,840.10 on small, 
medium, large and overall farms respec¬ 
tively. It showed that per hectare gross 
returns were the highest on small farms; 
however, these returns established no 
definite relationship with farm size. The 
d Iferenccs between size groups with res¬ 
pect to this income were not significant, 
and F-value came to be 0.19. 

The per capita gross farm income was 
Rs 3280.12, 4364.10, 6507.1-6 and 4287.95 
and this income per farm earner came to 
be Rs 10572.70, 14398.24, 23880.90 and 
14281.22 on small, medium, large and 
overall farms respectively. 

Net farm income was worked out, 


Table 1 

Operational Area, Family Size and Number of Earners 


1 

Engaged in Farming io Punjab- 

-1977-78 


Particulars 


Categories of Farms 



Small Medium Large 

Average 

Operational Area 





Irrigated 


3.02 5.35 

10.13 

4.60 

Un irrigated 


0.22 0.55 

0.85 

0.39 

Total 


3.24 5.90 

10.98 

4.99 

Family size 


6.93 8.71 

11.01 

7.96 

No. of earners engaged 




1 in farming 


2.15 2.64 

3.00 

2.39 



Table II 



Gross Farm Income Per Farm, Per Hectare in Puojab—1977-78 

Farm 


Gross Farm Income (In Rupees) 


size 

Per farm 

Per hectare 

Per capita Per farm earner 

Small 

22731.29 

7015.83 

3280.12 

10572.70 

Medium 

38011.36 

6442.60 

4364.10 

14398.24 

Large 

71642.72 

6524.83 

6507.06 

23880.90 

Overall 

34132.13 

6840.10 

4287.95 

14281.22 

k. 
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deducting farm expenditure^ and depre¬ 
ciation from gross farm income plus 
and minus change in farm inventory. 
This income represents the returns accru¬ 
ing to the services of farmer's resources 
viz, owned land, family labour, capital 
invested in the farm business and his 
management. As given in Table III, the 
net farm income per holding worked out 
to Rs 8367.43, 15053.80. 25629.63 and 
12495.46 on small, medium, large and 
overall farms respectively. 

On per hectare basis, this income was 
Rs 2582.54, 2551.49. 2334.21 and 2504.10 
on respective farm size groups. This in¬ 
come showed a decreasing trend with the 
increase in farm si/e, although differences 
between size groups were non-significant 
and F-value for size groups being 0.08. 
The negligible difference of income bet¬ 
ween small and medium farms showed a 
uniform achievement in operational effi¬ 
ciency on Ihcse farms. The per capita 
net farm income was Rs 1207.42, 1728.34, 
2327.85 and J569.78 on small, medium, 
large and overall farms respectively. On 
per farm earner basis, this income work¬ 
ed out to Rs 3891.83, 5702.20, 8543.21 
and 5228.23 on respective farm size 
groups. Because of relatively bigger family 
size and more number of earners engaged 
in farming, the per capita and per farm ear¬ 
ner income was the lowest on small farms. 

Farm capilal investment income 
was worked out by deducting the 
imputed value of family labour :ind im¬ 
puted rental value on owned land (ex¬ 
cluding land revenue) from the net farm 
income. Average capital investment" per 
holding and per hectare on different size 
group: is shown in Table IV. 

Average capital investment on small, 
medium, large and overall farms was 
Rs 16986 89, 26175.38, 54100.30 and 
24461.45 per holdirg and Rs 5242.87, 
4436.51, 4927.17 and 4902.09 on per hec¬ 
tare basis respectively. This investment 
established no definite relationship with 
farm size and differences between size 
groups were non-significant with F-ratio 
being 0.16. Income on this capital or re¬ 
turns to it were Rs 2180.41, 5753.15, 

1. Farm expenditure implied all the working 
expcnse.s incurred on the farm during a year’s 
operation 

2. Farm Investment included callle sheds, 
stores, farm machinery and equipment, irrigation 
structures, and livc.stock. 
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TABLI: hi 

Net Farm Income Per Farm and Per Hectare In Punjab—1977-78 


Farm Net Farm Income (In Rupees) 

size ---- — 



Per farm 

Per hectare 

Per capita 

Per farm 

earner 

Small 

8367.43 

2582.54 

1207.42 

3891.83 

Medium 

15053.80 

2551.49 

1728.34 

5702.20 

Large 

25629.63 

2334.21 

2327 85 

8543.21 

Overall 

12495.46 

2504.10 

1569.78 

5228.23 


I Tabi l IV 

^ Farm Capital Investment Income Per Farm and Per Hectare in Punjab 1977-78 


I Farm Farm Capital Farm Capital Rate of Capi- 

I size Investment (In Rupees) Investment Income tal Returns 

[ (In Rupees) (perccniagc) 



Per farm 

Per hectare 

Per farm 

Per heel a re 


Small 

16986.89 

5242.87 

2180.41 

672.97 

12.84 

Medium 

26175.38 

4436.51 

5753.15 

975.11 

21.98 

Large 

54100.30 

4927.17 

9142.52 

832.65 

16.90 

Overall 

24461.45 

4902.09 

4082.21 

818.00 

16.69 




9142.52 and 4082.21 per farm and 
Rs 672.97, 975.11, 832.65 and 818.08 per 
hectare on rc.spcctivc farm size groups. 
The per hectare returns to investment 
showed no definite trend in relation to 
farm si/e. The differences of returns to 
investment per hectare between different 
farm sizes turned to be non-significant, 
the I'-ratio being 0.24. 

The rate of capital turnover which is 
relied as an indicator of economic and 
(inandat efficiency of a business organisa¬ 
tion was worked out and i.s shown in 
Tabic IV. The rate of capital turnover 
came to 12.84, 21.98, 16.90 and 16 69 per 
cent on small, medium, large and overall 
farms respectively. The rate of capital 
tuin.jver was the highest on medium 
farms followed by large farms and it was 
the lowest on small farms, 'fhe h-ghest 
rate of return on capital in case of medi¬ 
um farms reflected the economic and 
operational cfliciency on the.se farms. 

The findings of this study showed 
that per hectare gross farm income esta¬ 
blished no definite trend with farm size, 
while net farm income per hectare de¬ 
creased with the increase in farm si/e. 


Small farms obtained higher per hectare 
gross and net farm income than other cate¬ 
gories of farms. However, the differen¬ 
ces between size groups with respect to 
income turned out to he non significant 
The per capita and per farm earner in¬ 
come increased with the increase in farm 
size because of the lower man-land ratio 
on larger farms. 

Faim capital investment per hectare 
came to be the highest on small farms and 
the lowest on medium farms but showed 
no definite trend with I'arm si/e and the 
dilTercnccs were non-signifieant. The re¬ 
turns to investment and rate of capital 
turnover were highest on mccfiunt 
farms and the lowest on small farms with 
non-signilicant ilifFcienecs between farm 
si/c groups. 

The overall average rate of return on 
capilal investment was 16.69 percent 
which was appreciably higher than the 
market or bank rate. It implies that 
farming was generating higher returns on 
capital investment than that of its oppor¬ 
tunity cost. This shows that presept feat 
of the fiirmcrs regarding “farm economy 
in bad .shape” is illusory. 
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^oeuM on InduBtry 


Dyestuffs : Declining Exports 


Vhile THh Government proposes to en- 
:ourage.s the establishment of fresh capa¬ 
city installation in rcspccl of intermedi- 
itcs for the manufaciure of dyestulTs^ the 
performance of this industry on the ex- 
g>ort front has not been very encouraging, 
s Dyestuffs of various groups (azo d>es, 
tjasic dyes, disperse dyes, fast colour 
teases, naphthols, optical whitening 
Ugents, reactive dyes and organic pig- 
toients) arc being manufactured in the 
faountry in the organised sector in 26 
nunits. The production of dycstufl's 
fcluring the last few years has been of the 
>rdcr of 17,815 to 19,000 tonnes. The 
in>resent installed capacity under the orga- 
caiised sector is of the order of 22,709 
TIonnes. 

The capacity and production targets for 
^^Jyestuffs by the end of the year 1982-S3 
"^^as expected to reach 40,000 tonnes and 
*®B2,000 tonnes respectively, keeping in 
^^View the indigenous demand as well as 
®*’Scope for export, 
gin 

abl Technology import 

ing 

thii collaboration may be 

^^^illowcd for the manufacture of intcr- 
*PI^|nediatc and dyestuffs which involve 
jjj^iophisticated technology, fhese include 
fan'^^ items reserved for the small scale 

of^ctor. 

7 The export ot dyes and intermediates 
^Qjpad fallen to Rs 22.18 crorcs in 1979-80 
Rs 29.18 crore recorded in the pre- 
Qf nous year. In the current year from 
pyj^Kpril to November the export of these 
desi terns was only Rs 15.44 crores against 
sam^* 15.76 crores in the same period of 
stagJ^79-80. It appears that export of dyes 
tjje ind intermediates arc not likely to pick 
hold-^? immediately. 

ultm At present as many as 14 items of 
ings lyes and dye intermediates had gone 
cffiei:>flf the export list last year. Some of 
farmthese items arc solvent dyes, mordent 
whollyes and food dyes, 
ed 01 While the export of certain dyes suffer¬ 


ed because of poor demand from the 
buying countries, the main reason for the 
overall decline in export is inadequate 
domestic production combined with un¬ 
favourable export conditions 

The low intake of dyes and intcimedi- 
ates by the Soviet Union since 1979 has 
also been cited to be a reason for the 
fall in export of these items. For ins 
tance, USSR brought just Rs 1.25 crores 
worth of dyes in 1979-R() against the 
expected export of Rs 6.7 crores. Russia 
bought Rs 4 crore worth of dyes and 
intermediates in 1978-79 from India. 

Promotion Measures 

Basic Chemicals, Pharmaceuticals and 
Cosmetics Export Promotion Council has 
suggested a scries of measures for the 
consideration of the Union Commerce 
Ministry for boosting the exports of 
dyestuffs and intermediates. The Council 
believes that this country can easily spare 
a capacity for production of export 
items to the extent of Rs 100 crores. The 
present share of India’s exports in the 
total dycstulf business in the world is 
hardly one per cent. 

The Council is of the view that a 
special oiganisation should be set up by 
the Government to procure locally or 
import basic chemicals, solvents, primary 
intermediates etc and to supply at inter¬ 
national prices for exports production. 

Various schemes in the past for avail¬ 
ing chemicals and other raw materials 
at international prices from local manu¬ 
facturers for export production failed. 
These raw materials have become very 
costly during the last two years because 
of heavy increase in prices of petroleum 
products. This has seriously affected the 
competitiveness of Indian dyestuff indus¬ 
try in the world market. 

Increase in electricity tariffs and the 
power restrictions was another factor that 
held back exports. The Council feels 
that electricity should be made available 


at a concessional rate for export produc¬ 
tion besides providing uninterrupted power 
supply. 

Cash Assistance 

The Council has also suggested that 
cash assistance of 15 per cent should be 
given for the export of dyes intermedi¬ 
ates also as it is presently given for export 
of dyes. The same cash assistance of 15 per 
cent should be made available for orga¬ 
nic pigments as these are also dyestuffs. 

It has also been pointed out that the 
present export facilities extended to dye¬ 
stuff exporters by the banks are totally 
inadequate. The packing credit facilities 
and the post-export finance made avail¬ 
able by banks hardly meet 50 per cent of 
the requirements of the indu.stry. As a 
result the exporters are unable to keep 
up their schedule of export and pro¬ 
duction. 

The Council has made a point that the 
exporters should be allowed to make free 
use of blanket advance licence covering 
a list of important products whereby 
they can import the raw materials 
and intermediates for export produc¬ 
tion. This would enhance the free flow 
of raw materials. This arrangement can 
be made applicable wherever a 25 per cent 
value is added for export products. 

—Hardev Singh 

--- 

I 

Attention Subscribers 

Subscribers are requested 
to notify the non-receipt of a 
particular issue within a month of 
the date of publication falling 
which It may not be poseibleto 
provide replacement copy. 

Chief Executive i 
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STATE OF THE 
ECONOMY 


IndO'French 
Aluminium Complex 

India and I raiicc have signed 
a technical collaboration agree¬ 
ment for setting up ihc largest 
aluminium complex in this 
country. The Rs 242 crore 
project to be based in Orissa 
will get a massive Euro dollar 
loan orS68() million which has 
already been underwritten by 
a consortium ol’ banks. 

The agreement was signed 
between Aluminium Pechi- 
ncy of Prance and the newly 
formed public sector company 
National Aluminium Com¬ 
pany (NAECO), The French 
Ambassador, Mr Andre Ross 
was also present at the sign¬ 
ing ceremony. Speaking at 
the occasion, the Commerce and 
Steel Minister, Mr Pranab 
Kumar Mukherjec noted that 
this was the first major deci¬ 
sion taken by this Government 
after it came to power. This 
complex would place India on 
the aluminium map of the 
world. 

Earlier, MrC. Swaminathan, 
Special Secretary, Hepartment 
of Mines, stated that this was 
the largest ever Indo-French 
collaboration project to be 
initiated. It was also the 
first project in 22 years of 
French participation in the 
Aid India Consortium to re¬ 
ceive an allocation of as much 
as J.75 billion French francs 
for a single project. The 
signatories to the agreement 
were Mr R. Ganapati, Addi¬ 
tional Secretary, on behalf of 
the National Aluminium Com¬ 
pany and Mr P.J. Reaud, 
Director, Aluminium Pcchincy. 
Under the terms of the agree¬ 
ment nearly 70 per cent of the 
project would be met from ex¬ 
ternal resources, while the 
balance would be provided by 
the Indian Government, it 
Would be financed by the 
French Government and French 


export credits in equal parts 
of the total value of $400 
million (US) on soft lerms. 

About S6$() million would 
be found by a consortium of 
biinks, led by Banque Natio- 
nalc dc Pans, Societc Gene- 
rale, Bank of America and 
State Bank of India. The 
broad terms of the Furo-dollar 
loan have been settled and 
accepted by the Government. 
Syndication of the loan has 
just been completed. About 
50 international banks includ¬ 
ing several leading ones will be 
participating in the loan which 
will be biggest single Euro¬ 
dollar loan for an Asian 
country. 

Simplified Taxation 

The Union Cabinet has de¬ 
cided in favour of ‘‘immediate 
appointment’' of a committee 
of official to make specific 
recommendations on simplifi¬ 
cation of direct tax laws. The 
committee will also suggest 
a draft for amendment to the 
existing direct tax laws. 

Although no time limit has 
been fixed for the submission 
of the report, it is expected 
that the committee’s recom¬ 
mendations will be available 
well before the 1981-82 Budget. 

The committee will examine 
all the direct lax laws to sug¬ 
gest measures not only for 
their rationalisation but also 
simplification. In this respect, 
the main function of the com¬ 
mittee will be to examine the 
existing proposals for simplify¬ 
ing tax laws which are with the 
Government, and find out 
w hich of these can be imple¬ 
mented immediately. 

The committee will be head¬ 
ed by the Chairman of the 
Central Board of Direct Taxa¬ 
tion. Other members of the 
committee will be member-in- 
charge of legislative work in 
Board’s office, an officer of the 


Joint Secretary status from the 
Ministry of Law and an officer 
of the rank of Additional 
Secretary, conversant with tax 
matters, who will act as the 
Member-Secretary. 

The Choksi Committee had 
submitted a comprehensive 
report on reform of direct 
taxes, but only a few of its 
recommendations have been 
implemented so far. The rest 
of them may also be examined 
by the proposed committee. 

Sixth Plan 

The States and Union Ter¬ 
ritories' investment in the 
Sixth Plan (1980-85) has been 
finalised by the Planning Com¬ 
mission at Rs 49,200crores, ac¬ 
cording to official sources. Of 
this outlay, the Plan compo¬ 
nent of Slates will be Rs 47,554 
crores and of the Union Terri¬ 
tories Rs 1,646 crores. 

In accordance with the 
guidelines of the Planning 
Commission, emphasis in Slate 
Plans will be on development 
of agriculture and allied servi¬ 
ces which have highest cJnp- 
loymcnt generation potential 
in the rural areas. 

Other sectors given priority 
in the Slate Plans arc irrigation 
and flood control, power gene¬ 
ration, minerals, transport and 
communications. 

In the discussions with the 
Chief Ministers, the Planning 
Mini.ster, Mr N.D. Tiwari, is 
understood to have emphasis¬ 
ed speedy impIement:dion of 
schemes which increase emp¬ 
loyment opportunities, parti¬ 
cularly in rural areas. 

Export Duty on 
Leather Slashed 

The export duly on semi¬ 
finished leather has been slash¬ 
ed recently from 25 per cent 
to 10 per cent ad valorem. 
This has been done to make 
the Indian goods more compe¬ 
titive in the foreign markets. 
There has been a sharp dec¬ 
line in the exports of semi¬ 
finished leather during recent 
months. The deterioration in 
the case of leather products 
has not been so much as in the 
case of semi-finished leather. 

According to the Commerce 


Ministry sources the exports o, 
leather and leather product 
during April-September I98( 
were Rs 172 crore comparec 
to Rs 224.8 crore in the sam« 
period last year. The ovcral. 
decline ol' leather and leathei 
products has been 24 per cent 
The major reasons for the dec* 
line in the exports of semi¬ 
finished leather, according tc 
the Commerce Ministry, is (ht 
unprecedented recession in in 
ternational leather maiket. Tb 
leather industry all over th< 
w'oiid is said to be in a serious 
crisis. 

Rupee-Pound 
Exchange Rate 

The pound sterling ha; 
become dearer by 25 paise a* 
the rupee stands devalued b) 

1.31 per cent following revisior 
by tlic Reserve Bank of it' 
rales for buying and selling 
pound sterling from Januao 
6. 1981. 

The buying and selling rate* 
have been so fixed as to give i 
middle rate ofRs 19.10 againsi 
the earlier rate of Rs 18.85 
This is the first revision of the 
pound sterling this year. Th< 
new buying and selling rates 
for spot delivery are' Buying 
Pound sterling 5.2493 pej 
Rs 100 (corresponding tc 
Rs 19.00 per sterling) 
Selling: Pound sterling 5.221i 
per Rs H^O (corresponding tc 
Rs J9.20 per sterling). 

Raw Materials Buffer 

A scheme for buffer-stock; 
of raw materials is now beinf 
finalised by the Government 
This would ensure that then 
is balanced flow of the rav 
materials to all parts of th< 
country, said Mr P.A. Sangma 
Union Deputy Minister foi 
Industry recently. 

lie said despite impressive 
record of achievements ir 
terms of numbers and range 
ol products, sonic distortiom 
had been noticed in recent 
years in the development ane 
growth pattern of the small 
scale sector. Hcnce-forlh, the 
attempt would be to see that 
interdependence of the various 
industrial sectors is fully ex* 
ploited and developed for an 
overall higher rate of growth 
Me was inaugurating a seminal 
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“Growth of Small Scale 
-Sector”, organised by the All 
lindia Manufacturers Organi- 
“sation. 


He said I'ncillarisation could 
[serve as an effective means of 
encouragement of the small 
>cale sector with not only an 
assured market lic-up but also 
^cope for improvement in 
technology and quality of the 
products. He urged that the 
jSmall scale units should fur 
aish any information that may 
be required in the larger inler- 
bst of the sector as a whole. 


g 


Is 10-Crore Indian 
redit for Sri Lanka 

ti The Finance Minister. Mr 
ttH. Venkalaraman, and his Sri 
tj^nkan counterpart, Mr 
jKonnic De Mel, signed an 
‘agreement in Colombo on 
^^anuary 6 providing fora credit 
npf Rs lOcrores to Sri Lanka 
fifor the purchase of machinery 
and equipment from India. 

The Indian side indicated 
^that it was prepared to consi¬ 
der as a special case the addi- 
%onal financing of any project 
baftcr the present credit was 
outilised. 


1 The two sides noted with ’ 
Ipatisfaction the increased in- 
^rest shown by Indian entre¬ 
preneurs in investing in the 
•joint venture projects within 
tend outside the free trade zone. 
Whey considered measures that 
•4ahould be taken to facilitate 
v|trade and exchange of techni- 
know-how, India will also 
f^ssist Sri Lanka in activating 
group of entrepreneurs in ■ 
to identify projects suil- 
;}|^blc for joint ventures. 

I ^Survey on New Price 
l^dex Numbers 

ftj- The family income and ex- 
L^jl^tediturc survey among inilus- 
, prial workers, starting in March 
‘ at 70 centres in the coun- 
; ijtry in connection with the pre- 
i ijiaration of a new scries of 
i ^nsumer price index numbers, 

IV will cover about 50,000 housc- 
fbolds. The new series with 
|l981 as base year would even- 
i^ually replace the existing series 
|With 1960 as base year. 

I It is proposed to update 
ithe consumer pric'c index luim- 
|1)ers in another six centres as 

BASTBRN BCOKOiaST 


the index numbers for these 
centres are at present being 
compiled on old base years. 
The survey at these additional 
six centres will be integrated 
with the proposed all-India 
survey at 70 centres. 

Vanaspati Output 

Vanaspati production touched 
an all lime high at 685,000 


tonnes during 1980, represent¬ 
ing an increase of eight |pcr 
cent over that of 1979, accord¬ 
ing to a spokesman of the 
Indian Vanaspati Producers' 
Association (IVPA). The pro¬ 
duction was higher by about 
14,000 tonnes over the previous 
record production in 1978. 
Vanaspati production had been 
maximised and prices were 


stable, primarily due to the 
pragmatic and realistic oil 
usage policy followed by the 
Government during the last 
three years. 

Prices were stable as the 
Govenimcnt was providing 95 
per cent imported vegetable 
oils to the industry. Vanaspati, 
an essential commodity of mass 
consumption, was easily avail- 








During the above fortnight, the Income-tax Department 
will concentrate on disposal of 

1. REFUNDS CLAIMS 


2. ALL MATTERS RELATING TO 
THE OUTSTANDING TAX 
DEMANDS 


Tax payers are requested to please communicate or 
meet the concerned lncome*tax Officer with necessary 
particulars relating to :• 

o Unadjusted tax payments 
o Reopening of ex-parte 
assessments 

o Rectifeation of mistakes 
o Giving effect to appellate orders 
□ Refund clatmis , 


HELP THE DEPARTMENT TO SETTLE YOUR 
TAX DUES PROMPTLY 


Issued by : 

DIRECTOR OF INSPECTION 

(Research, Statistics & Publication) 
Income-tax Department 
New Delhi-110001. 
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able during the year and the 
' price was rulling at the 1979 
' level. There was no shortage 
of this commodity inspitc of 
the alhround increase in the 
price level of many essential 
commodities, the spokesman 
claimed. 

Cement Output 

India may have a large ex¬ 
portable surplus of cement in 
the next five years. Minister of 
State for Industry. Mr Ch:iranjit 
Chanana said recently. Kes- 
ponding to President S..njiva 
Reddy's observation about 
the accountability of (he public 
and private sector industries 
to consumers. Dr Chanana 
said the main task before the 
cement industry in India was 
to increase the capacity of the 
existing units thri)ugli inoder- 
nisalion. 

Mr ('hanana said the instal¬ 
led capacity of the 6()-od<l 
plants was about 25 6 million 
tonnes annually. The monthly 
output amounted to about !.(> 
million tonnes. 'I'lic produc- 
f lion per unit could not go 
beyond 600 tonnes a day, but 
after the existing plants VNcre 
modernised the total produc¬ 
tion could be easily raised to 
2.000 tonnes a day. It was 
proposed to add 22 million 
tonnes capacity during the 
Sixth Plan. 

Maruti Passenger Car 

The indigenously maniifaclii- 
red passenger car will roll out 
from the nationalised Maruti 
Limited in I9S3. lliis hope 
was held out by Indiisiry Minis- 
i ter, Mr Charanjit (’Innina, 
' while addressing the I'orum of 
Financial Writers recently. 
The Minister also categoricallv 
stated that (uily software 
(designs and know-how} would 
be imported. 

The intention was not only 
to manufacture passenger cars 
(a bulk of which was meant 
for export), but to build up at 
Maruti an cut ire range of auto¬ 
mobile products—from passen¬ 
ger cars and pick-ups to heavy 
vehicles, It was proposed to 
manufacture 100,000 passenger 
cars a year. 

' The Minister expected that 
all the offers of foreign colla¬ 
borators would be received by 


the end January whereafter 
the processing of the offers 
would start. One of the colla¬ 
borators had assured that 
passenger cars could be manu¬ 
factured at Maruti “within 
five month’*. 

Increasing Demand 
for Auto Anci Maries 

Within a period of 25 years 
the automobile ancillary 
industry in India hiis ma<lc a 
remarkable progress. During 
this period it has not only met 
internal demand but also start¬ 
ed exporting. The Institute 
of I'.conomic Studies recently 
undcrttiok a study of this sub¬ 
ject which shows an en¬ 
couraging trenti for the indus- 
tiy with an as«‘Ure<l develop¬ 
ing market. 

The study has revealed that 
the industry dcvelop^'d very 
fast with current exports 
crossing Rs 60crorcs. At the 
end of the First Plan the in¬ 
dustry produced auto aneil- 
laries worth Rs 2 crorcs but 
by 1965 ibis rose to Rs .500 
crores. I or the Sixth Plan a 
target for producing 1.2 mil¬ 
lion automobiles including 
motor cycles, scooters, mopeds 
and tractors has been fixed 
against the present production 
of about 500,000 vehicles. In 
terms of value this comes to 
about Rs 1,000 crorcs every 
year. 

According to the institute of 
Feonomic Studies, there arc 
four units licensed to produce 
crankshafts for a told eapa 
city of 1 16,000 pieces. In addi¬ 
tion, some vehicle manufac¬ 
turers are piofucing crank¬ 
shafts required for (heir vehi¬ 
cles and as spare parts, riicsc 
units have a captive capacity 
of 95.700 numbers. In addi¬ 
tion letters of intent have 
Iccii issued to one unit for 
letting up manufacturing eapa 
city of 10^000 numbers and 
another unit has been register¬ 
ed for a capacity of 12,000 
pieces. In the case of Gears 
production. The capacity is 
under-utili.scd. Shock absor¬ 
bers are being currently manu¬ 
factured by five units with a 
total production capacity of 
24.35 lakh pieces. One unit 
has a letter of intent for 


setting up a unit with a capa¬ 
city to produce 10 lakh pieces 
per annum. 

Presently six units with a 
licensed capacity of 183.18 
lakh pieces are manufacturing 
oil seals. One more unit has 
secured a letter of intent for 
a capacity of !5 lakh pieces 
thus raising the total capacity 
to 198.18 lakh pieces. The 
demand for oil seals during 
the next three to four years is 
likely to increase to over 220 
lakh pieces. To meet this de¬ 
mand a capacity for 300 lakh 
numbers will have to be set up. 
In the category of electrical 
components the main items 
arc starter motors, generators, 
voltage regulators and distri¬ 
butors. Presently six units 
arc manufacturing voltage re¬ 
gulators and three manufac¬ 
turing distributors and about 
70 per cent of country’s 
requirements are met from a 
single base which needs to be 
diversified and entry of new 
entrepreneurs encouraged. 

The Institute of Feonomic 
Studies visualises a rise in 
demand for these items and 
that the industry with addi¬ 
tional capacity being sanction¬ 
ed, will be able to meet the 
situation. 

Tungsten Ore Found 

The Geological Survey of 
India (GSI) has discovered 
huge reserves ol‘ tungsten oic 
in the Sirohi district of 
Rajasthan that will make India 
one of the leading producers 
of this strategic material. Dr 
V.S. Krishnaswami, Director- 
General of G.S I said thit the 
area is being developed intensi¬ 
vely under a four-year-time- 
bound programme.Dr Krishna- 
swami, said another huge 
tungsten belt had earlier been 
found in the Bandara-Nagpur 
area. 

At present tungsten is pro¬ 
duced only from Degane area 
in Rajasthan and most of 
India's needs arc met by im¬ 
port. The tungsten find in Sirohi 
is ‘much bigger’ and economic 
viability of its extraction is be¬ 
ing studied, he said. 

Names in the News 

Mr R. Srinivavan, has taken 
over as the Chairman and 
Managing Director of New 


Bank of India. In 1971 he join¬ 
ed the New Bank of India Ltd 
(now New Bank of India) as 
Controller of Foreign Ex- 



Mr R. Srinivasan 


change. Apart from deputation 
to UK and West Germany, 
Mr Srinivasan has participat¬ 
ed in and contributed to many 
deliberations at senior level 
policy making national forums 
and seminars relating to bank¬ 
ing under the auspices of Re¬ 
serve Bank of India, National 
Institute of Bank Management, 
Indian Ranks’ Association and 
Bankers' Training College. 

Mr N.N. Pai, F.C.A., took 
over as Chairman and Manag¬ 
ing Director of Industrial De¬ 
velopment Bank of India on 
January 1, 1981. Before be¬ 
coming the Chairman of the 
bank, he was Chairman and 
Chief Executive Officer of 
Corporation Bank, Director 



Mr N.N. Pai 

& General Manager (F'inano 
and Administration) Batlibo 
& Company Pvt. Ltd, and as i 
Director on many other com 
panies. 
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AFFAIRS 


Camphor and Allied 
Products 

Tue Pimu(’ issue of 20,000- 
12 per cent convertible bonds of 
Rs 500 eacli for cash at par by 
Camphor and Allied Products 
will open for subscriplion on 
January 29, 1981. The pro¬ 
ceeds of the issue will be uti¬ 
lised for the company’s expan¬ 
sion project for the manufac¬ 
ture of menthol and thymol. 
Around 50 per cent of the 
project cost of Rs 2.80 crores 
is being financed from the 
company’s internal resources. 
With the implementation of 
the project, the by-product.s of 
the existing plant, mainly dclta- 
^carene, which is now being 
disposed of as a cheap solvent, 
will be utilised for manufac¬ 
turing more valuable products 
like menthol and thymol. 

According to Mr Jayan 
Dalai, Chairman, after imple¬ 
mentation of the project by 
November 1981 and on attain 
ing full c ipacity, the company 
Will achieve additional turnover 
of over Rs 4 crores annually. 
TTie company will be entitled 
to an investment allowance at 
an enhanced rate of 35 per 
cent (as compared to the nor¬ 
mal rate of 25 per cent) of the 
total cost of plant and machi¬ 
nery installed for the new pro¬ 
jects, as the same is based on 
the technology developed by 
the company’s own recog¬ 
nised research and develop¬ 
ment centre. It will also be 
entitled to a deduction of an 
amount equal to 25 per cent 
of the new profits and gains 
derived from the new projects, 
for seven years under the new¬ 
ly incorporated Section 80 I 
of the Income-Tax Act. The 
Chairman is confident that the 
company will be able to re¬ 
coup its investments in the 
new projects and shall add to 


its overall growth and profit¬ 
ability. 

Lach bond of Rs ."^00 carries 
an option to receive two 
equity shares of Rs 100 at a 
premium of Rs 50 per share, 
the option to be exercisable per 
share within three months 
preceding the expiry of the 
fourth year from the allotment 
dale, against th: current price 
of Rs 237.50. These bonds 
carry an interest of 12 per cent 
per annum with an additional 
interest of one per cent for the 
year in which the company 
declares a dividend of more 
than 15 per cent. In the case 
of a bonus or rights issue, 
there will be a proportionate 
increase in the equity entitle¬ 
ment. 

Hindustan Sugar Mills 

The Hindustan Sugar Mills 
has reported improved work¬ 
ing results for the 13-month 
period ended July 1980. The 
company has earned a gross 
profit of Rs 3.83 crores on 
sales of Rs 26.17 crores during 
the period against Rs 71.93 
lakhs on sale.s of Rs 21.74 
crores in the previous year 
ended June, 1979. After pro¬ 
viding Rs 104.45 lakhs (Rs 70.66 
lakhs) for depreciation Rs 
143.30 lakhs (Rs 3.05 lakhs) 
for investment allowance and 
Rs 20 lakhs (Rs 13.80 lakhs) 
for taxation, and after some 
adjuslmcnl, a sum of Rs 80 
lakhs (nil) has been transferred 
to general reserve. An equity 
dividend of Rs 13 per share 
of Rs 100 each has been dec¬ 
lared for the I,3-month period. 
This is subject to the approval 
of the financial institutions. On 
June 23. 1980 company had 
declared an interim dividend 
of Rs 7.74 per share. Dividend 
will absorb Rs 48.63 lakhs. 

The sugar mill crushed 


782,000 tonnes of cane and 
produced 72,417 tonnes of sugar 
during the 13 month period 
against 742,000 tonnes in the 
previous year. The distillery 
produced 23,107 kilo litres of 
industrial alcohol against 
18,853 kilo litres in 1978-79. 
The cement factory produced 
192,000 tonnes of cement 
against 246,000 tonnes. C e¬ 
ment despatches were 190,000 
tonnes against 249,0 00 tonnes. 

The expansion of capacity 
of the sugar factory from 3600 
tonnes to 4800 tonnes per 
day will be completed in two 
year:,. The second kiln of 
2(K),00() tonne capacity at 
Udaipur cement factory was 
commissioned in July 1980. 

OCVI Expansion 

Reputed interiiationally for 
more than half a century as a 
maniifiiciurerof quality woollen 
goods, OCM has also emerg¬ 
ed as a leading worsted mill in 
North India during the past 
two decades. Constant moder- 
nisilion, progressive outlook 
and emphasis on rigid quality 
control backed up by research 
and development at OCM 
have brought their pure wool, 
Terene wool and Travolta 
suitings up to the international 
Stan lards in recent years. 
Notwithstanding these efforts, 
m irket for OCM suitings re¬ 
in lined, by and large, seasonal. 

OCM has now developed a 
new range of-Terene* fabrics. 
Extensive wear trials and 
thorough laboratory evalua¬ 
tions have revealed that these 
new Tea*ne’ suitings have a 
belter drape, fall, handle, 
crease resistance and durabi¬ 
lity than the suitings presently 
marketed by the cotton/syn¬ 
thetic mills. This is so be¬ 
cause worsted suitings can be 
made only from long fibres 
whereas the cotton mills have 
machinery which necessitates 
processing of short fibres only. 
Second, the present ‘Terene’ 
range of OCM is based on 
three d:nier ‘Terene’ which is 
mainly responsible for the 
superior drape as compared 
to the synthetic fibre fabrics 
marketed by the cotton/syn- 
ihctic mills which generally use 
1.5 denier polyester. 

The Terene range of OCM 


has a comfort factor similar 
to that of cotton. This has 
been achieved by keeping the 
moisture absorption properties 
of the ‘Terene’ range close to 
those of eotton. With the in¬ 
troduction of this Terene’ 
range, the market for OCM 
suitings will no longer be sea¬ 
sonal. For the first time, 
people would get a fabric for 
tropica! climate that should 
satisfy both their aesthetic and 
comfort requirements while at 
the same time guaranteeing a 
much better wear life com¬ 
pared to the similar conven¬ 
tional synthetic fibre fabrics. 

Ballarpur Industries 

Sales of Ballarpur Industries 
III the first quarter of the cur¬ 
rent year (July-Sept ember 
1980) have amounted to 
Rs 37.27 crores, with a gross 
profit of Rs 6.70 crores. After 
providing Rs 1.79 crores for 
depreciation and Rs 2.70 
crores for taxation, the net pro¬ 
fits for the period is placed at 
Rs 2.21 crores. As is known, 
the company is issuing 16.80 
lakh new equity shares of Rs 10 
each at a premium of Rs 11.50 
per share. Of these, it is pro¬ 
posed to offer 3.26 lakh shares 
to the existing individual mem¬ 
bers on the company register 
on November 12, 1980 in the 
ratio of one new share for 
every five shares held, with a 
maximum of 200 shares per 
individual shareholder (in¬ 
cluding joint shareholdeis). In 
accordance with the conditions 
imposed by the Controller of 
Capital Issues, the rights offer 
is restricted to shareholders 
who are individuals and not to 
corporate bodies or banks. 
The Thapar group will also 
not be entitled to partici¬ 
pate in this offer. 

The issue of additional 
shares is being done in order 
to bring down the sharehold¬ 
ing of the Thaper group to 
40 per cent in terms of the 
Government directive. 

Shivalik Rasayan 

Shivalik Rasayan, a com¬ 
pany promoted by technocrats 
is setting up a Rs 1.90 crore 
project in Koulpani Village, 
near Dehra Dun (Uttar Pra¬ 
desh) for the manufacture of 
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1,000 tonnes per annum of 
malathion technical and for¬ 
mulations b iscd on malathion 
technical All ihcmichnery 
required for the project will be 
indigenous The comp my has 
entered into an agreement 
with Petrochemical Lngineci 
mg Co Pvt Ltd for turn-key 
supply of the plant based on 
Its own technical know-how 
and basic and detailed engi¬ 
neering services I he com¬ 
pany proposes to purchase a 
diesel gencratoi for enicrgen- 
cy and ior supplementing the 
grid supply in case ol power 
^cuts Trial runs aic exputed 
to be completed by Maich 
1981 and commercial pnidu- 
clion is expected to st irtduiing 
ApnI-May 1981 

Malathion is a broadly used 
organophosphalc based pes«i- 
erde The pioduction ol mala- 
thion hasicall> involves 
manufacture oi intermediate 
chemicals, namely dimethyl 
clithiphosphoMc acid (DiA) 
and diethy mdcile (DIM) 
The mam raw materials le- 
quircd for tlu m mul icturc of 
malathion technical aic phos¬ 
phorous pcntasulphidc, maleic 
anhydride, methanol and etha¬ 
nol, which are avail ible indi¬ 
genously The company does 
not cnvisjgc any difhculty in 
marketing its entrie product- 
tion 

The capital outlay on the 
project ol Rs 1 91) croic is 
proposed to be met by equity 
capital (Rs 71 lakhs) and term 
loan from financial mstiluions 
(Rs 1 19 croics) I quily shars 
of Rs 5 lakhs have been allot¬ 
ted to the Pradeshiya Indust¬ 
rial and Investment Coipora- 
tion of UP and additional 
shares of Rs 4 lakhs have been 
reserved for allotment to it 
The company proposes to en¬ 
ter the capital market shortly 
with a public issue ol n0,()()0 
lakh equity shaies of Rs 10 
each at p ir 

Orient Abrasives 

Orient Abrasives have 
maintained the equity divid¬ 
end at 10 p-"r emt for the year 
ended June 1980 The company 
reported slaiisfaciory perfoi- 
mance in the first six months 
of the cuireni year. The 
order position during the 


last six monts of the 
current year is quite good 
} used mullite, an impor¬ 
tant icfraclory matciial de¬ 
veloped by the company, is 
expected to make a significant 
contribution to the profitabi¬ 
lity of the company The 
capacity utiliS4ition of the cal¬ 
cination plant has improved 
significantly Regular exports 
to some of the new countries 
have has also started 

The c ompanys' new project 
for the maniifactuic of grind¬ 
ing wheels and bonded abia 
sives has stalled commercial 
production The company is 
settme up a new unit for the 
nianufaciure of different lyp^s 
of icfr ctories at Bhiwadi in 
Rajasthan I he project is 
proposed to be financed by 
internal cash accruals ,in 1 
term loans 

Cemindia 

Cemmdia Co, which h is .d 
ready declared a highci equity 
dividend of 15 pci cent for 
the year ended September 
1980 against 10 per cent for 
the pKvious \car has seemed 
work on major piojccts like 
pile foundation for the I aiakka 
super theim.il power stalion 
(Rs7 2'i cioies) iurthcr diap¬ 
hragm walling foi C alcutta 
metro (Rs 4 ^0 croics), diaph¬ 
ragm walling foi Dhuvaran 
power station (Rs I 59 crorcs), 
foundation treatment by dull 
mg and grouting at Narmada 
dam (Rs 50 lakhs) and deepen¬ 
ing of shafts for Balihiii 
mines for coking coal (Rs I 99 
crorcs) 

The Direclois slite that the 
company’s research division 
has been active, parluularly in 
the fields of diaphtagm walling 
and boied piling Some of 
the developmental woik Ins 
resulted in import substilulion 
and cost reduction 

During 1979-80 the opera¬ 
tions resulted in a higher turn¬ 
over of Rs 5.28 crores, mos¬ 
tly from bored piling, diaph¬ 
ragm walling, drilling and 
grout ng, and mining activities 
During the year, the company 
completed the work on sinking 
and lining of the 425 metie 
deep 'haft and excavation for 
the crusher chamber of Rai- 
pura Danba for foundation 


Whatkeej^s kores 
carbons and ribbons 
going when others 
wear out? 
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.ment housing projects 
.^mbay as also other spc- 
.alist works including col- 
grouting of coffer dam at 
Karijan in Karnataka, streng¬ 
thening of old piers for a rail¬ 
way bridge and ground trcatc- 
men! by vibro stone columns 
for oil tanks at Madras. 


Acme 


The Controller of Capital 
Issues has granted extension 
of time up to June 1982 to 
Acme Manufacturing Com¬ 
pany for issue of fresh capital 
of over Rs 18 lakh as stipulat¬ 
ed in the consent order dated 
March 22, 1977. By that or¬ 
der, the company'was required 
to redeem its preference shares 
worth Rs 10 lakh by October 
1980. However, the company 
has applied for extension of 
> time up to December 1981 fo 
' redemption of preference 
I shares. 

I The company incurred a 
loss of about Rs 30 lakh in the 
, automotive valve division dur- 
1 ing the year ended June 1980. 

■ To arrest this loss, the com- 
’pany commenced over-hauling 
,vast number of machine 
'tools installed at Wadala and 
from July last it offered a 
^portion of the factory on lease. 
^The management hopes to 
[lease out a substantial portion 
f of the factory and his should 
f resultina reducton of losses 
'to the extent of 40 per cent 
Jduring the current year. The 
^company should be able to 
preach a .stage of profit or at 
least a no-loss situation from 
? the year commencing July 1981, 
'according to the (Chairman, 
¥Mr J.V. Patel. 

jBHEL 

The State-owned Bharat 
' Heavy Electricals Limited 
l(BHEL) has presented a che- 
^quefor Rs 7.8 crore to the 
JPresident recently representing 
*six per cent dividend on its 
Icquity capital for the year 
1979-80. 

'A 

jl This is the fourth year BHEL 
his giving dividend after wiping 
'^offall its accumulated losses 
hin 1975-76. 


^ The output of the v^/***^. 
^Iwas Rs 706 crore last year 


IS expected to touch Rs 725 
crore this year. 

BHEL’s performance is ex¬ 
pected to be better in the com¬ 
ing years following streamlin¬ 
ing of operations. 

The new Thaiiman, Mr K.I . 
Puri, is reported to have initi¬ 
ated action to restructure the 
organisational set-up to give 
more attention to the thermal 
side which accounts for about 
50 per cent of its operations. 

BHEL’s order book position 
for thermal sets is not satis¬ 
factory now. The revampinji 
of operations may help it get 
more orders. 

According to BHEL sources, 
the complaints against its sets 
have come down during the 
last few months as a result of 
a regular dialogue with the 
customers. 

Capital and Bonus Issues 

The following 17 companies 
have been allowed to raise 
capital : 

Bonus Issues 

Testeels Limited ; Rs 22,38,400 
in fully paid equity shares of 
Rs 100 each in the ratio of 
1 : 1 . 

Jayalakshml Cotton and Oil 
Products : Rs 28,00,000 in 
fully paid equity shares of 
Rs 100 each in the ratio 
of 1:1. 

M, K. Raju Consultants : 
Rs 30,000 in fully paid equity 
shares of Rs 100 each in the 
raio of 4:5. 

Sylvex Cable Co : Rs 340,000 
in fully paid equity shares of 
Rs 100 each in the ratio 
of 2:3. 

Vibro Pharma : Rs 120,000 
in fully paid equity shares of 
Rs 100 each in the ratio 
of 2:3. 

Hutti Gold Mines Co : 
Rs 56,83,029 in fully paid 
equity shares of Rs 100 each 
in the ratio of 1 :!. 

Further Issues 

Punjab Tractors : Issue of 
150,000 12 per cent secured 
debentures of the face value of 
Rs 100 each for cash at par 
as rights to the existing resi¬ 
dent equity shareholders on 
pro-rata basis to finance in¬ 
creased working capital re¬ 
quirements of the company. 


Mysore Power Corpn : Issue 
of 2,000 rural debentures of 
Rs 1,000 each for cash at par 
on the terms and conditions 
approved by Reserve Bank 
India. 

Paper Machine Wire Indus¬ 
tries : Issue of equity shares 
worth Rs 68 lakhs to 
the promoters etc for cash at 
par. The proceeds of llic 
issue are to be utilised to meet 
a pari of the capital cost of 
the Speciality Paper project to 
be set up in Himachal Pradesh. 

Allied Aromatic : Issue of 
equity shares of Rs 132 lakhs 
to meet part finance for the 
project being set up by the 
company at Nimpura for the 
manufacture of maleic an- 
hyilride 

The Indian Rayon Corpn : 
Issue of partially convertible 
debentures of the total face 
value of Rs 10 crore for cash 
at par. 

Rural Electrification Corpn : 
Issue of bonds of the value of 
Rs 22.75 crorcs for cash at par 
to the general public through 
the issue of a prospectus. 

Dalmia Cement (Bharat) : 


Issue of 19L985 11 per cent 
cumulative redeemable prefe¬ 
rence shares of Rs 10 each to 
the former shareholders of 
M/s Tclesound India Ltd in 
accordance with the scheme 
approved by the Madras High 
C oil it. 

Deccan Cement : Issue of 
shares of Rs 16.5 lakhs for 
cash at par. The proceeds will 
be utilised for meeting part 
finance for setting up a cement 
plant. 

Voirho Ltd : Issue of equity 
shares worth Rs 400 lakhs, 
inclusive of the capital alre.idy 
raised for cash at par. The 
proceeds are to be utilised to 
meet a part of the capital cost 
of the project for the manu¬ 
facture ol’ phosealonc techni- 
c.il and malathion technical 
and formulations thereof to be 
set up in Mcdak district of 
Andhra Pradesh. 

Gujarat Narmaila Valley 
Fertilizers • Issue i>f equity 
sharcsof Rs 43,60.64,600 for 
cash at par to the public 
by a prospectus. 
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THE eWUlM UTOISHKIFH (RUG) CO LTD 

(PULP DIVISION) 

Birlakootam - Mavoor — Kozhikode 
Pin 673 661 
(KERALA) 

to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 


have launched a Rural Development Programme of intensive Eucalyptus and Murtkku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

"He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him." 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of PuIpwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at 

Mavoor; Telegram : "WOODPULP" Telex : 0854-216 

Telephones : 73973*76 (Calicut) and 51 (Mavoor) 

OR 

Company's various forest Divisional Offices at — 

Trivandrum, Angamaly, Thalore (Trichur), Mannarghat, Palghat, Nilambur, SuKansbattery, 
Kuthuparamba, Pollachi, Ooty and Mangalore. 
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From Drawing Board 

More than 40 years ago, a little known paper mill at 
Bhadravati, produced 4000 tonrtes of Biso^ Brand 
writing and printing paper. 

It was found to be instant¬ 
ly acceptable. 

Over the years 
the little mill moved 
from one thresh 
old of progress 
to another. 

Today MPM is poised 
on the brink of completing 
its most ambitious 
expansion 

programme for produc 
tion of 75,000 tonnes 
per annum of newsprint 
and for raising 


present production 
of other varieties' 
of paper from 24,000 tonnes I 
per annum to 37,000 tonnes per annum. 


To Machines 

in a determined bid for success. MPM shopped the 
world over for the best available technology and 

expertise. 

Newsprint Machine — The 213.5 metre long mach¬ 
ine with a deckle width of 7.1 metre and a speed of 

850 metres per minute 
is one of the 
largest and fastest 
in the country. 

Pulping System — 

For the first 
time in India, 
GSRMP System 
yielding over 85%, 
is to be used. 

Steam, Power S 
Recovery System 




Stock Preparation System 


5 iB 


CtMmwewi, AswelsMs, DupHoaibia, Bonds, Mndaes. KraHs, 
MsiWIs. Me Bosrdt, and new Nswasrint. 


India is industriaiised 
India is progressing 
Indians will use 2 million 
tonnes of paper by 1985 

Mysore Paper Mills’ 
Rs. 140 crore growth 
strategy meets the 
challenge 


To Paper 

India s present share in newsprint demand of the 
world, is a miniscule 1 09%. 

Aggregate circulation of Dailies A Periodicals has 



By 1983 newsprint demand Is projected to be 
3,50,000 tonnes per annum. 


Simultaneously newsprint prices are soaring. 
Imports by 1983 are expected to cost Rs.80.3 
crores. 

It is estimated that one newsprint project of 80.000 
tonnes per annum would reduce import values to 
Rs.45.6 crore in 1883. 

MPM, designed to produce 75.000 tonnes per 
annum of newsprint, is one such project. 
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One Year of Mrs Gandhi 

Swaminathan S. Aiyar 


What has been Ihc outstand¬ 
ing feature of the lirsl year of 
Mrs Indira Gandhi’s second 
spell as Prime Minister? A 
; drift into chaos, many would 
[ say. .Not even Congress(l) 
apologists can claim that she 
has redeemed her election 
pledge to provide a Govern ^ 
ment that works. 

But J look at I he matter 
[from another angle. 1 would 
say that the outstanding fea¬ 
ture of the year gone by is that 
civil rights and democracy arc 
alive and kicking. This is not 
what J or countless other Jere¬ 
miahs had expected when Mrs 
Gandhi swept the polls. Wc 
i all dreaded that the return of 
Mrs Gandhi also heralded the 
return of the limergcncy. Wc 


thought she would crack down 
harder than ever before on 
dissent, wind up the remnants 
of the free press, and throw 
into the dustbin such institu¬ 
tions as dared to make a show 
of independence. This has not 
happened. 

Any number of Opposition 
politicians and journalists will 
protest that Mrs Gandhi is in 
fact engaged in every one of 
these tasks, and that 1 must be 
blind not to see what is hap¬ 
pening. These gentlemen pre¬ 
dict that the National Secu¬ 
rity Act is the precursor of a 
crackdown, just as MISA pre¬ 
ceded the Emergency. They 
point to the growing economic 
and social anarchy, and say 


that a situation is deliberately 
being engineered to justify the 
use of strong-arm methods. 

They complain of growing 
corruption and nepotism, the 
demoralisation of the civil 
service, the bullying of the 
judiciary, the encouragement 
of police brutality and pleas 
for a Presidential system of 
Government. 

It is all true. But to me the 
most striking thing is that we 
are still allowed to voice such 
complaints publicly, and with 
far less fear than when she 
assumed office. 1 remember 
some of my friends shortly 
after the election, white-lipped 
and scared, fearful of their 
jobs, their freedom, of their 


very lives. One Member of 
Parliament, an old foe of Mrs 
Gandhi, predicted that people 
like him would suddenly 
vanish and never be heard of 
again, a la Stalin’s Russia or 
the Shah’s Iran. 1 myself was 
sometimes seized by the fear, 
when lashing out at Mrs 
Gandhi in my column, that I 
might be writing my jail war¬ 
rant. Still 1 persevered, not 
out of any heroic desire to be 
a martyr, but on the cold cal¬ 
culation that if Mrs Gandhi 
was selective in choosing her 
victims then 1 would probably 
be considered too low in prio¬ 
rity, and if she was not selec¬ 
tive then nothing would save 
me anyway. 

My fears have turned out to 
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be unwarranted. It is not often 
that I am happy at being 
proved wrong, but this is cer- 
: tainly one such occasion. Some 
friends tell me that my happi¬ 
ness is premature, and that it 
is myopic to console myself by 
saying “So fiir so good". Ihey 
recount the story of the man 
who fell off the limpirc State 
Building. He hurtled down 
past the fiftieth floor, then the 
thirtieth floor, then the tenth 
floor. As he was falling past 
' the fifth floor he smiled and 
said, “So far so good". 

Perhaps I am living in a 
• fooPs paradise. But it .seems 
> to me that my friends are dis- 
, playing pre-judgement raiher 
! than good judgement. Mrs 
^ Gandhi has to be asses.scd on 
I the basis of her total record, 

' not merely her darkest hour. 

[ She has given ample evidence 
! of dictatorial tendencies during 
I the Emergency. But subse- 
^quently she has also given 


plenty of evidence of democra¬ 
tic tendencies. All dictators 
hold elections, and make damn 
sure they win them. Mrs 
Gandhi lost an election. Not 
all the investigation subse¬ 
quently threw up any attempt 
to rig it. It is idle talk to say 
the popular mood made it 
impossible for her to rig them 
— dictators arc not known to 
be sensitive to the public 
mood. Again, dictators who 
arc ousted do not hang around 
to he tried and jailed by the 
subsequent regime. They flee 
into exile with as much wealth 
as they can carry. Mrs Gandhi 
did not do this. She stayed 
here, used entirely legitimate 
democratic tactics to regain 
popular esteem and finally re¬ 
turned to power through the 
same ballot box that had ear¬ 
lier unseated her. 

Nor is this all. The election 
result of I9iJ0 could easily 
have been interpreted as a 


mandate to re-impose the 
Emergency. Others will demur, 
claiming that it was only infla¬ 
tion and public disenchant¬ 
ment with quarreling Janata 
factions that led to Mrs 
Gandhi's return. But it is 
worth pointing out that in June 
1978, long before the great in¬ 
flation or the break-up of the 
Janata Party, an India Today 
opinion poll in the four major 
cities showed that 56 per cent 
of the people thought they 
were belter oif during the Emer¬ 
gency. A poll of this nature 
is far from conclusive, but it 
does add a lot to the argument 
of those friends of Mr Sanjay 
Gandhi who said the 1980 
election result was a mandate 
for strong-arm tactics. It is to 
Mrs Gandhi's credit that she 
came out with a quite different 
interpretation. 

Of course. Opposition polili- 
c'ans and some journalists arc 
by now so paranoiac about 


her that they scent dictatorship 
in every move she makes, even 
if it is only towards the toilet. 
When she regularised Charan 
Singh’s ordinance on the pre¬ 
ventive detention of hoarders 
and blackmarketeers, they 
howled that it was a step in 
the direction of authoritaria¬ 
nism. When she sacked Slate 
Governments, transferred thou¬ 
sands of civil servants and de¬ 
manded the transfer of high 
court judges they declared the 
end was nigh. When she pro¬ 
mulgated the Nalional Security 
Ordinance they declared dicta¬ 
torship was rouii I the coiner, 
and saw further pi oof ol* this 
when talk of a Presidential 
system of Government started. 
But it is now' more than a year 
since Mrs Gandhi came to 
powei, and dictatorship has 
yel to arrive. Our well-mean¬ 
ing liberals have cried wolf 
time and again, bin the crea¬ 
ture has )et to appear. They 
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• India’s most experienced manufacturers of Viscose Spun Rayon, 
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Regd. £ Head Office: 
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If you have plans to set up a new 
industrial unit or intend to expand your 
existing one in medium or large scale 
sector, WBIDC can be of help to you from 
concept to commissioning stage. 

And at every stage of operation WBIDC 
offers you attractive benefits. Loans at 
reasonable rate of interast. Various subsi¬ 
dies. incentives under State Incentive 
Scheme. 1978 meant for medium and large 
scale units being set up in the State. 

And to coordinate the multiple aspects 
involved in setting up of an industry, we 


have created a high powered body. SILPA— 
The State Industrial Liaison & Promotional 
Agency. 

So. come with your plans to us. We'll 
help you set up your industry. 


WEST BENGAL 
INDUSTRIAL DEVELOPMENT 
CORPORATION LIMITED. 

(A Government of West Bengal Undertaking) 

23A Netaji Subhas Road (8th floor) 

Calcutta 700001. Phone:22'8385(5 Lines) 


WBIDC-the industrial growth 
catalyst in West Bengal 
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Why ride just a bike 
When you can ride a legend ? 



Enfield Bullet 


A tegend in its own time 








































may argue that in Aesop's 
fable the wolf finally did arrive. 
But fables are not necessarily 
history. It needs to be stated that 
authoritarianism looks more 
distant U day than when Mrs 
Gandhi >\on the elections a 
year ago. 

Important Event 

The credit for this must go 
very substantially to Mr San jay 
Gandhi, who killed the greatest 
threat to Indian democracy— 
himself—in an air ciash in June. 
There was much grief when he 
died, but even greater relief. 
And the entire army of amoral 
followers he had built up, 
dedicated to no principles but 
naked power, disappeared into 
the political wilderness after 
his death. This was undoub¬ 
tedly the most important singK* 
event of the >car. Till then 
the future course of the coun¬ 
try seemed quite clear dynas¬ 
tic rule impleme. led by Ihird- 
divisioners from Doon School. 
Now all is uncertain. Mr Rajiv 
Gandhi is lurking in the wings 
and even making a few forays 
into the stage, but he is not 
and apparently docs not wish 
iv) be the major actor. In this 
lies hope. 

There is very little to be ex¬ 
pected from the other political 
parties. The disgusting spec- 
’ tacle of back-stabbing and frag- 
I mentation continued apaci in 
. 1980. The Janata Party shat¬ 
tered into several pieces, and 
the Lok Dal fragment itself 
split further and further. Mr 
Jagjivan Ram walked out of 
the Janata Party, formed his 
own Janata Party (J), and then 
abandoned that a few da>s 
later to join the Congress (U). 
Mr Bahuguna hopped from 
place to place, and there was 
haemorrhage from the Cong- 
• ress(U) to Mrs Gandhi’s 
Co.igrcss. The Jana Sangh was 
re-incarnated as the Bharatiya 


Janata Party, and seems to be h 
the only Janata fragment with C 
some sort of future. > 

The bankruptcy of Opposi- ^ 
tion parlies was highlighted * 
by their dismal performance in ' 
the 15 by-clections in Novem¬ 
ber. Despite the woeful non- ‘ 
performance of Mrs Gandhi’s ^ 
Government, despite the rag¬ 
ing inflation, growing police * 
atrocities, communal riots, and * 
the evident drift in policy, the ^ 
C'ongress (I) won 10 of the 15 ^ 

scats, and all the three Chief ' 
Ministers won with record ma¬ 
jorities, two polling VO per cent 
of the voles. J’hc Oppt sition 
parties coul l not have hoped 
for a better climate, yet they 
were totally unable to capita¬ 
lise on it. Only the BJP im¬ 
proved its position at the ex¬ 
pense of others. It is true ibat 
if one leaves out the thicc 
seals wi n by the Chief Minis¬ 
ters there was a drop of 16 per j 
cci.t in ihe popular vote of the j 
C ongress (1) compared to the - 
general election. But even this 
was loo little to atVect the over- ^ 
all picture of Mrs Gandhi's ^ 
dominance. She may be a dis- 
appointment, but the voters 
seem to believe that the others ^ 
are total failures. 

Mass Movements 

Hence it was that 1980 wit¬ 
nessed the birth of a new phe¬ 
nomenon, the rise of mass ' 
movements outside the political 
system. The Assam agitation, ' 
the farmers' agitations in Tamil 
Nadu, Karnataka and Maha¬ 
rashtra, were all events which 
shoe k the re.spcctive Stale 
Governments. Yet, clcspiic 
great efforts, the Opposition 
parties were unable to lead or 
even infiltrate these mass 
movements. In the past, people 
with grievances u.sed to woo 
Opposition parties to represent 
them. Now the popular move¬ 
ments shun the parties. This 


is the difference between Mr 
Charan Singh and Mr Nara- 
yanaswami Naidu. The former 
entered the political system 
as a champion of the farmers, 
while the latter has deliberate¬ 
ly stayed out.side the political 
system, and intends to play 
one party olf against another. 

In the rise of these non-party 
movements lies hope as well 
as danger. There is hope be¬ 
cause these are grass-roots 
movements, badly needed in 
a country where most parties 
have no roots and spend all 
their time in opportunistic per¬ 
sonal machinations. There is 
danger because these move¬ 
ments are inherently divisive, 
pitting town against country¬ 
side or locals against immi¬ 
grants. Wc already have our 
fair share of divisions, be it 
caste against caste or commu¬ 


nity against community. TTi# 
national fabric has rarely bcaB 
subject to as many strains a$ 
in the past year. Mrs Oandbi't 
record is extremely poor, but 
it must be said in fairness to 
her that she has been face4 
with problems of great magnir 
tude. Not even an efficienti 
activist Prime Minister could 
have done much more about 
the Assam agitation, or the 
communal riots, or the farmers^ 
movements. 

Where Mrs Gandhi must 
squarely take the blame is iU 
her entire style of Government. 
She is neither a pure democrat 
nor a pure dictator, being a 
mix of both tendencies. But 
the mixture has ended up by 
being a feudal one, in which 
persons are more important 
than principles, loyalty is more 
important than ability or cha- 
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acter, and appointments are 
norc important than policies. 
She spent her first six months 
in office doing little more than 
‘emoving certain persons and 
•cpiacing them with others. 
Che mass transfer of tens of 
;housands of civil servants 
represented an unabashed at- 
empt to convert civil servants 
nto family retainers. An un- 
)recedented number of top 
:ivil servants were relieved of 
heir jobs without even being 
Tansferred, and so draw their 
)ay without being given any 
vork to do. The men who 
ook their place were appoint- 
sd entirely on the basis of 
oyalty, not their ability to do 
he job properly. At the polili- 
al level, a feudal hierarchy of 
ninor satraps was built up, 
aefa given a free hand to do 
whatever he liked, legal or 
itherwise, in his fief in return 
or total loyalty. The judi¬ 


ciary was browbeaten, and 
some lower echelons bent grace¬ 
fully with the new political 
wind, so that almost all the 
cases against Mrs Gandhi, her 
son and their followers ended 
on a happy note, or were drop¬ 
ped altogether. But there were 
welcome signs of resistance at 
higher judicial levels. 

The concept -)f a neo-feudal 
order took root in Mrs 
Gandhi's mind in her days in 
the Opposition. She was de¬ 
serted by many of her col¬ 
leagues and sacked several 
others, holding that total 
personal loyalty was the es¬ 
sential quality she wanted in 
her followers. She was re¬ 
garded by many (including 
myself) as politically reckless 
for breaking the united 
Congress Party in early 1978 
just before the State elections 
in four States. But the voters 
vindicated her tough posture 


by voting her to power with 
resounding majorities in 
Karnataka and Andhra 
Pradesh and recouping much 
ground in Maharashtra. After 
that she went from strength to 
strength. But while loyalty can 
produce an Opposition that 
works, it cannot possibly 
produce a Government that 
works. Unless there is de¬ 
centralised authority for de¬ 
cision-making, unless the 
administrative apparatus can 
function on known guidelines 
instead < f personal caprice, 
unless civil servants know that 
independent decisions will not 
land them in Irouble with the 
bosses, it is impossible to have 
efficient governance. Indeed, 
the proliferation of politically 
powerful civil servants and 
policemen will inevitably en¬ 
courage outrages and atiocitics 
which will ultimately reflect 
cn Mrs Gandhi herself. It is 


necessary to highlight the 
fact that the policeman who 
ordered the lathi charge of 
blind men in New Delhi, as 
well as the officer in charge of 
the police station at Baghpat 
where Maya Tyagi was assault¬ 
ed and her husband and as¬ 
sociates shot, were political 
favourites who thought they 
were a law unto themselves. 
Mrs Gandhi does not realise 
yet that such loyal favourites 
are really her worst enemies. 
The Bahugunas and Jagjivan 
Rams will not hurt her at the 
polls, but the behaviour of her 
favi>urjtcs will. 

Fortunately two things have 
happened to diminish the ex¬ 
tent of feudal rule. The most 
important is the death of Mr 
Sanjay Gandhi, which has at 
one stroke robbed the up- 
and-coming feudatories of the 
Youth Congress of their 
ficfdoms. The Chief Ministers 






The sea T crossed, the shore T reached 
the temple I beheld. 

The door was opened for me; 
all the sights t saw. 

Partaking of the ambrosia 
of a sanctity beyond dispute 
and coming to know everything 
by the light of grace 
T gained a state of immortality, 
transformed into a form of gnosis. 


My body rejoices, my soul is exhilarated, 
all my mind grows flourishingly, 

I am filled with the eternal Being, 

Just as It is. 

All the harm-warding mystical powers, 
arc in my possession in all their might. 

All these arc indeed the gracious act 
of the Lord dancing on the Hall in Thillai! 

—rillKU ARUTPA 
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^ Madhya Pradesh and Uttar 
l^adesh no longer have to run 
Tom Kamal Nath to Sanjay 
Jjingh to find what they may 
'lot do. 

^ The second reason is simply 
.^t the incompetence of the 
^dal system has become so 
Ipparent that Mrs Gandhi has 
.^n forced to sit up and take 
^tice. The idea that the 
^ecious pair of Mr Yashpal 
jiapur and Dr Shankar Dayal 
«harma could handle the 
jssam agitation gave way to 
^cr counsel. Police atrocities 
^Id the consequent outcry re- 
^ilted in a curbing of arbitrary 
^licc power, while the com- 
^nal riots highlighted the 
^d to give the administra- 
pn powers over politicians 
JthtT than the other way 
^Und. Runaway inflation 
.feed the Government to 
^lise that it had to consider 
^<]icies and not just appoint- 
pnts. The farmers' agitations 
ook several States by the 
Ots, and demonstrated that 
large majority in a State 
sembly did not mean a 
mfortable ride. 

Iifiblance of Governance 

^nd so, after a protracted 
5od of dithering, we once 
lin have a semblance of 
iremancc. No doubt, some of 
! main decisions of the year 
re mis-deeisions which defy 
momic rationale, such as 
) nationalisation of six 
iks or the take-over of a 
itc elephant named Maruti. 
t the recent improvement 
the unholy trinity of coal- 
wcr-railways owes at least 
nething to governance, there 
lomc light at the end of the 
^rt and industry tunnels, 
i the balance of payments 
t stood up to the tremcn- 
3S strains imposed by the 
jbnd oil crisis. 

lowever, it must be con- 
I 

tflBRN ECONOMIST 


ceded tint much of the recent 
improvement in the economy 
is a by-product of a good 
monsoon rather than good 
governance. Our economy 
still depends above all on the 
rains, which can wash away 
several man-made problems, 
but only for the time being. 

Target Exceeded 

When presenting his budget, 
the Finance Minister, Mr R. 
Venkataraman, looked forward 
to a growth of five per cent in 
gross national product. This 
target will probably be ex¬ 
ceeded by a comfortable 
margin. No doubt this will 
come as a surprise to those 
who have been witness to the 
economy's ailments this year. 
The reason for the impressive 
growth figure is largely statis¬ 
tical. It was earlier thought 
that foodgrain production in 
1979-80 v\as somclhirg like 
117 million tonnes, the final 
estimate puts it as low as 109 
million to. nes. This mears 
that a rise in production to 
around 133 million tonnes this 
year will represent an increase 
of as much as 22 per cent, not 
just 13 or 14 per cent as envi¬ 
saged earlier. And if agriculture 
alone grows at such a rate, 
not even the pathetic indus¬ 
trial performance can prevent 
a handsome overall rate. 

But it needs to be empha¬ 
sised that a foodgrain crop of 
133 million tonnes is v.o 
bonanza. Considering the fact 
that we produced 131 million 
tonnes two years ago, the 
growth rate over a two-year 
period is pathetic, slower than 
population growth. 

It is not only agriculture but 
industry that is now dependent 
on the monsoon. This is not 
merely from the traditional 
viewpoint of the supply of 
agricultural raw materials, but 
the supply of hydel power. 


In the first half of 1980, hydel 
production dropped sharply 
thanks to depleted reservoirs, 
and industrial output declined 
in tandem. With the onset of 
the monsoon, hydel production 
picked up, but thermal output 
was so bad in key areas like 
Bihar and West Bengal that 
the overall power situation 
remained bad, and in the 
months of June and July in¬ 
dustrial output increased only 
marginally. Rut sorn after¬ 
wards thermal generation rose 
by a good ten per cent, and 
the good monsoon helped 
power generation to go up in 
November and December by 
almost 20 per cent. In consc- 
qi'cncT, provisional estimates 
of industrial output show a lise 
of seven percent in Novcmbir 
and 10 per cent in December. 

Price Trend 

A similar improvement in 
the price trend is evident. 
When Mrs Gandhi came to 
power, the wholesale price 
index was 224. It rocketed 
upwards to 265 in October. 
At this stage the annual rate 
of inflation was «20 per cent. 
But the index dipped after 
that, down to 256 in Decem¬ 
ber. It has started rising 
again in January, thanks 
to the spurt in edible oil 
prices and the price hike for 
petroleum products. The 
point-to-point inflation rate 
during Mrs Gandhi's first year 
has been 13 per cent, not 
exactly what was expected of 
a Government that came to 
power on the ground that 
sugar and onions cost too 
much. Indeed, the irony of it 
is that the Congress(l) Chief 
Minister of Maharashtra is 
now the bigge.st advocate of 
higher prices for both onions 
and sugar-cane. Even the 
latest drop in prices is largely 
the impact of a good monsoon 

ISO 


and not good governance. 
After criticising Mr Charan 
Singh for producing a record 
deficit of Rs 2,700 crores in 
the previous year, Mr Venkata¬ 
raman is heading for a deficit 
which will not be much lower. 
The lise in the Government’s 
share of total credit has been 
phenomenal, and is going 
largely to finance expenditure 
overruns, not new investment. 

Giveaway Spree 

Of course, Mr Venkataraman 
cannot be blamed for the 
continuing and rising losses 
of the public sector, which 
arc eating into his budget esti¬ 
mates all the time. 'I’he fina¬ 
nces of Slate (joverrments 
continue to be parlou\ with 
Chief Ministers cm a giveaway 
spice to woo farmers. Agita¬ 
tions, floods and drought in 
some pockets have led to the 
usual financial and human 
problems, and the communal 
riots in North India have had 
similar implications. Yet this 
docs not excuse the woeful 
performance of many Govern¬ 
ment undertakings, least of all 
the Railways. With not even 
the excuse of labour trouble, 
railway movement is likely to 
fall lor the fourth year in a 
row, resulting in massive los¬ 
ses instead of a tidy surplus. 
Coal production has at last 
picked up, but with rail move¬ 
ment so tardy the only effect 
has been to increase pithead 
stocks, which will reach a re¬ 
cord level of 15 million tonnes 
by April. This will be of no 
consolation to coal consumers. 

The lise in oil prices has 
had a disastrous impact on 
the trade gap, which is esti¬ 
mated at anything between 
Rs 4,300 crores and Rs 4,800 
crores for 1980-81. By cont¬ 
rast last year’s trade gap was 
only Rs 2,262 crores and the 
previous highest was Rs 1,222 
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crores back in 1975-76. Oil 
impoits now eat up two-thirds 
of all our export earnings, 
and there are fears it may go 
up to three-quarters next 
year. Export-import figures 
on a monthly basis are deplo¬ 
rably late and most unreliable, 
as they tend to be revised by 
up to 40 per cent as the 
months go by. But for what 
they are worth, provisional 
export figures for the first half 
of 1980-81 arc marginally 
lower than in the same period 
last year. Yet the Conmerce 
Ministry steadfastly holds that 
exports arc rising by more 
than the targeted 10 per cent, 
and that all will be well when 
the final figures come in. 
There is not much point in 
being sceptical about this— 
revisions in 1979-80, for in¬ 
stance, hiked the total export 
figure well above earlier ex¬ 
pectations. It is better to 
simply say that trade statistics 
are so chaotic that ii is better 
to ignore them altogether in 
the short run, and concentrate 
instead on the balance of pay¬ 
ments. 

Balance of Payments 

Despite the enormous trade 
gap, the balance of payments 
look quite healthy. Mr 
Venkataraman has estimated 
that reserves will drop by only 
Rs 500 croies in 1981 (Dr J.G. 
Fatal puts the figuic at 
Rs 800 crores). This is partly 
because of borrowings 
of Rs 815 crores from 
the IMF. But even tak¬ 
ing this into account, the im¬ 
pact on reserves is barely 
Rs 1,315 crores. Considering 
that the Assam agitation 
alone has forced us to import 
an additional Rs 1,125 crores 
worth of oil and fertilisers, 
the underlying balance of pay¬ 
ments seems quite strong. It 
suggests that we can 
stand up to the combined 


effect of high oil prices, wes¬ 
tern protectionism and global 
recession. The secret of 
this success seems to be a 
huge rise in invisibles, which 
are provisionally estimated at 
Rs 2,925 crores in April-Octo- 
ber against only Rs 1,503 
crores. The figures look too 
high to be credible and per¬ 
haps there has been some 
bunching of data which gives 
invisibles an inflated Inok. 
But there can be no doubt 
that invisibles are saving our 
bacon in the second oil crisis, 
just as they did in (he first. 

Promoting Exports 

The Government has t:'kcn 
some steps to ginger up the 
economy. A package of mea¬ 
sures has been evolved for 
promoting exports. This in¬ 
cludes free trade /one facilities 
foi a unit exporting all out¬ 
put, and the exclusion 
of exports from licens¬ 
ed capacity or MR TP restric¬ 
tions. The definition of small 
scale undertakings has been 
revised taking into account 
inflation (though the same 
logic has not b?cn applied to 
MRTP houses). The Cabinet 
Committee on infrastructure 
has succeeded in coaxing a bit 
more (though not enough) 
from the most laggard sec¬ 
tors of the economy. 

But at the end of it all, the 
economy remains an extre¬ 
mely inefficient one, ridden 
with controls, regulations, 
taxes and general inertia. The 
public sector has reached the 
commanding heights of the 
economy, and the consequ¬ 
ence has been an inexorable 
decline in productivity. Fven 
the private sector has ceased 
to be a genuine representative 
of free enterprise, and has 
come to prize controls and 
deplore competition. Agri¬ 
cultural policy has been reduc¬ 


ed to piecemeal and irrational 
surrenders to farmers’ agita¬ 
tions and lard-owning Chief 
Ministers. There is not cv^ n 
a semblance of a comprehen¬ 
sive energy policy in sight des¬ 
pite the global energy crunch. 

We seem destined to floun¬ 
der for a long time yci in the 
bogs of a socialism centred 
largely around the ability of 
politicians to milk the public 
sector for patronage and the 
private sector for black 
money. It is only our great 
natural advantages, our talent¬ 
ed and skilful people, who 
ensure that the growth rate 
still hover's around 3.5 per 
cent de^p le ^he^e vicissitudes. 
There are plenty of observ rs 
who insist that India will 
muddle through, whether on 
the econt mic or political side. 
There are others who claim 
we are waist-deep in the Big 
Muddy, and sinking fast. But 
I would not despair. There is 


cer ainly plenty of mud-sling^ 
ing around and we are a mud«; 
died and muddled nation. Bu|i 
with all the sloth, corruption^ 
brutality and incllicicncy all 
round, we are still chugging 
forward at what Prof N 
Krishna has called the Hindll 
rate of growth of 3,5 per cent^ 
rhis remains higher than the 
growth ( f population, and in**^ 
deed there arc economists who 
foresee rising prosperity novf 
ihat the population boom has 
cooled oir. The census in 
March will give a true picture 
of the demographic scene, but 
sample surveys indicate that, 
population grow th has dropp¬ 
ed from a peak of 2.6 per cent 
to a flat two per cent. So 
many of our problems are de¬ 
mographic that this drop in 
fertility constitutes a real' 
achievemcni even if it means 
that people arc concentrating 
on making agitations instead 
of babies. 
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Her tomorrcMws 
depend on a commitnient 



Hburs, Mine and Ours. 


Three generations ago at SK&F. 
a commitment to health care 
was bom, inspiring our work 
over the years. 

In the fields of preventive and 
curative medicines, SK&Fhas 
played a pioneering role. 

Spear-heading research around 
the globe. 


Contributing to the well-being 
and health of the nation. 
Completing 150 glorious years 
of service to mankind, SK&F 
renews its pledge to work for 
a healthier and happier world. 


SK&F 

SMITH KUNE 6f RENCH 


For over 150 years our commitiiieiit has been growing 
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1980 

The year 1981 holds out 
a promise of better days for 
everyone in the country. The 
signs are already there that 
the hard work pul in during 
1980 is bearing fruit. 

As 1980 came to a close, the 
latest available economic in¬ 
dicators showed that the eco¬ 
nomy has been put back on 
the road to recovery and is 
now poised for further im¬ 
provement in the coming 
months in 1981. 

7'hc price situation has na¬ 
turally been uppermost in the 
minds of the people and the 
Government. The Wholesale 
Price Index for the week end¬ 
ed 13lh December 1980 stood 
at 256.6 and showed a decline 
of 0.6 per cent over the pre¬ 
vious vvetrk. The monthly rate 
of inllalion was 1.0 per cent 
in August and September, and 
0.6 per cent in October. In 
November, there was a decline 
of 2.3 per cent. In the firs! 
two weeks of December this 
trend continued. 

On an annual basis, the in¬ 
flation rate came down from 
23.4 per cent in 1979 to 12.2 
per cent in 1980. 

The arrival of widespread 
winter rain.s, the increased 
sugar production, higher power 
generation, etc., all point to 
a favourable turn in the price 
situation in the coming 
months. 

The prospects for agricultu¬ 
ral production in the current 
crop year arc excellent. The 
latest assessment puis the 
kharif foodgrains production 
at around 80 million tonnes 
and the winter rains augur 
well furthe rabi crop. 

With the .supply of inputs 
fully geared to achieve a re¬ 
cord rabi crop in the northern 


: A Year of New Initiatives 


States, it will not be a surprise 
if the rabi harvest reaches a 
52-54 million tonne mark. In 
sum, the foodgrains pioduc- 
tion in the current crop year 
will exceed last year's output 
of 108.85 million tonnes by 
more than 20 per cent and will 
probably be higher than the 
record harvest of 1978-79. 

Several steps have been taken, 
both in the fields and in the 
laboratories, to augment the 
output of oilseeds and pulses. 

With the improvement in 
infrastructural facilities such 
as power and transport, there 
has been a reversal in the dc’ 
dining trend in indus-rial pro¬ 
duction and a noticeable 
change for the better has oc¬ 
curred since June 19.M). 

Though the index of indus¬ 
trial production has not shown 

This is an exiract from 
an official publication 
which puts forward the 
Government’s own assess¬ 
ment of its achievements. 


any dramatic improvement be¬ 
cause of the earlier sharp de¬ 
cline in production, sled and 
cement production showed a 
nolicabic increase in Octi‘bcr 
1980. Power generation show¬ 
ed a dramatic rise of 20.5 per 
cent in November. Coal pro- 
duetion during the first seven 
months of the financial year 
was 8 per cent higher than 
that in the corresponding 
period of the previous year. 
The producton r f nitrogenous 
fertiliser, which had been 
showing a declining trend up to 
September, registered a sharp 
rise ii October. Vanaspati 
output increased by 16.9 per 
cent between April and Octo¬ 
ber 1980. Production of cot¬ 


ton cloth (mill-made including 
blended/mixed) wa^. better by 
more than three per cent. 

Sugar which had caused so 
much bitterness among con¬ 
sumers promises to regain its 
sweetne^'S this year. During 
the first one and a half mon¬ 
ths of the curicnl crushing 
season, the production has 
been 1.56 lakh tonnes more 
lhan in the last year. With 
the larger sugarcane produc¬ 
tion in the current year, sugar 
production is likely to be 
around 55/58 lakh tonnes 
during the sugar year. 

On present indications, the 
index of industrial production 
is expected to show an incre- 
a.se of four per cent over the 
previous year. 

Yet another favourable de¬ 
velopment in the economy 
contributing to increased in¬ 
dustrial pioduction in recent 
months has been an improve¬ 
ment in industrial relations 
due to the efforts of the 
Government to bring about 
better employee-employer re¬ 
lationship. In consequence, 
the mandays lost in January- 
September 1980 declined to 
8.89 million as against 37.58 
million during the correspond¬ 
ing period of 1979. 

Industrial licencing has been 
made more simple by cut ling 
out a lot of red tape: auto¬ 
matic increases in capacity 
upto a certain extent have 
been allowed: in many cases 
excess capacity o'er licei^ed 
capacity has been regularised; 
soft loans have been sanctii n- 
cd for rehabilitating and 
modernising ecitain crucial in¬ 
dustries; and a variety of ex¬ 
emptions, rebates and tax 
holidays have been given. 


Despite a deteriorating eXi; 
ternal payments situation, thA 
Government has been operate 
ing a libel a 1 import policy 
that the needs of both prodii^ 
tion for home consumptio 
and exports are met. 

During the current fioancia 
year, between March 28 an^ 
November 21, 1980, mone 
supply with the public ha(|| 
contracted by Rs 1,695 crore^ 
or - -7.0 per cent in contrast td| 
the expansion of Rs 1,541® 
crorcs or +7.1 per cent in the! 
correspoding period of 
last financial year. a 

The country is faced with tf 
serious balance of payment£|- 
situation. On present indKi ■ 
cations and taking into ac-; 
count the recent increase in , 
oil prices, India’s import bilf:' 
might be 40 per cent more’, 
Ilian the export target ot. 
Rs 7,100 crorcs, and the deficit 
on merchandise account will. 
be twice as much as it waf; 
last year. The kind of support ; 
the country's balance of p)ay- 
merit got in earlier years from 
private remittances is not at 
strong as it was. The scope 
for filling this wide gap froit 
a larger inflow of capital froir / 
abroad is also not very pro*' 
n ismg. It might, therefore,' 
be inescapable to draw upor 
reserves and these might gc , 
down by more lhan Rs 50( 
crorcs in this year. ; f 


While there i.s ample grouiK 
for optimism there is no rooir 
for complacency. Internation 
al factors will continue tc 
exert pressure on the prici. 
level. Therefore, everyom 
has to be continuously vigilatt 
to see that demand pressure, 
do not add lo the cost-pu$l 
factors already in operation ii 
the economy. 
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Mrs Gandhi and West Bengal 

R. J. Vmkateswaran 


When Mrs Gandhi came back 
to power in January last year, 
Mr Jyoti Basu remarked that 
her return posed a danger 
to democracy. This comment 
was unfair and unfortunate be- 
i cause it seemed to question the 
' verdict of the electorate who 
; had voted overwhelmingly 
for her leadership. Whatever 
i. might have been the mistakes 
made by her during her tenure 
V, as Prime Minister for 11 years, 
. the fact that she could once 
again win the people’s confi¬ 
dence in such am impressive 
manner by her resounding vic- 
' tory at the polls was indeed a 
triumph for Indian democracy. 

Mr Basu’s reaction to Mrs 
V Gandhi’s return was probably 
/ prompted by the fear that 
' she might topple the Left 
Front Ministry. But the Prime 
^ Minister has reiterated that 
she has no such intention. Mr 
Basu and his party however 
do not seem to take her at 
her word and they continue 
; to suffer from a fear complex 
which is unjustified. With 
their tremendous hold in the 
1 rural areas and on urban 
/ workers, the Marxists can well 
afford to face the future with 
' confidence. Mr Ghani Khan 
y Chaudhury declared, soon after 
; he joined the Union Cabinet, 

; that the Congress (I) would 
; throw the Marxists into the 
^ Bay of Bengal. Bui at present 
the Congress (1) seems to find 
; it difficult even to keep the 
Marxists at bay. 

} Mr Pasu’s speech at the 
^ bank employees’ conference 
held in Calcutta on January 16 
• contained a severe indictment 
of Mrs Gandhi’s performance 
, during the last year. He said 
i that India was moving towards 
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“a grave economic disaster” 
because of poor planning and 
weak Government at the cen¬ 
tre. The Chief Minister’s 
criticism of Mrs Gandhi would 
have carried some conviction 
if he himself had succeded in 
reviving West Bengal’s eco¬ 
nomy which has suffered from 
prolonged stagnation. 

Lack of Infrastructure 

True, the Marxists have 
been in office only for about 
three and a half years, which is 
too short a period to produce 
substantial results. But what 
has been a cause for concern 
is the deterioration in the 
State’s economy in several res¬ 
pect. For example, the avail¬ 
ability of power continues to 
be as erratic and uncertain as it 
was over three years ago and 
the prospect of an improve¬ 
ment seems to be remote. 

While presenting West Ben¬ 
gal’s budget for 1980-81, the 
Finance Minister, Dr Ashok 
Mitra, disclosed that the 
Government would raise the 
size of the annual development 
expenditure by more than 25 
per cent between 1976-77 and 
1980-81 and he claimed that 
this was ‘‘the highest increase 
in Plan expenditure registered 
by any State in the country.” 
But where has all this money 
gone ? How is it that even in 
the growth centres of the State 
the basic infrastructure faci¬ 
lities continue to be utterly in¬ 
adequate ? In Haldia, for 
example the State Govern¬ 
ment has spent Rs 12 crores 
on improving the infrastruc¬ 
ture io the last two years. But 
Haldia deters entrepreneurs 
instead of attracting them, 
Apart from the scarcity of 


electricity, housing, water sup¬ 
ply and transport facilities, the 
acute labour trouble, caused 
by inter-union rivalry, has 
been a major impediment to 
investment. 

In these circumstances, even 
if New Delhi had promptly 
sanctioned the petrochemical 
complex, the ship-repairing 
yard and other major projects, 
could the State Government 
have created the conditions 
necessary for their smooth 
and speedy implementation 7 
West Bengal has alleged that 
the Centre is deliberately de¬ 
laying the sanction for these 
projects. Mrs Gandhi has re¬ 
futed this charge and pointed 
out that industrial schemes, 
sponsored by other States, 
have also been delayed unduly 
due to various causes. That Mrs 
Gandhi is sincere in making 
this statement should be clear 
from the Union Industry Minis¬ 
try’s urge to raise the capacity 
of the petrochemical complex 
at Haldia. According to the 
revised letter of intent, that 
complex will have a capacity 
to produce 100,000 tonnes of 
ethylene and 55,000 tonnes of 
propylene compared to 54,000 
tonnes and 30,000 tonnes res¬ 
pectively, envisaged earlier. 
The capacity for the manufac¬ 
ture of other items like buta¬ 
diene and benzene has also 
been substantially raised. 

Differences between the Cen¬ 
tre and West Bengal have oc- 
cured in several other respects 
also, such as the Food-for- 
Work programme, distribution 
of essential commodities, shar¬ 
ing the proceeds of certain 
taxes, the role of the public 
sector financial institutions, 
techniques of planning, and so 


on. In a federal system of 
Government, it is quite com¬ 
mon for the Centre and the 
State to have different ap¬ 
proaches but it will be unfor- . 
tunate to give them an ideolo¬ 
gical twist which could result 
in confrontation. 

So far as West Bengal is 
concerned, the left front should^ 
sort out its differences with the 
Centre by discussion and per¬ 
suasion rather than by adopting 
agitational methods which will 
only weaken the administra¬ 
tion and worsen the economic 
situation. New Delhi should 
see to it that, so long as the 
West Bengal Government con¬ 
tinues to function within the 
framework of the Constitution, 
it gets all support and en¬ 
couragement. ^ 

Chronic Instability 

State Governments in the 
eastern region have been 
known for their chronic in¬ 
stability and this has been a 
major factor contributing to its 
stagnant economy. The pre¬ 
sence of a strong and stable 
Government in West Bengal 
therefore is a definite advan¬ 
tage not merely to the State 
but to the nation. At the 
recent meeting of the National ' 
Integration Council, Mr Jyoti’ 
Basu made an impassioned^ 
plea for promoting the unity 
of India. In fact, Mr Basu 
spoke on this occasion as 
a statesman, concerned with 
the future of the nation, 
rather than as a poliiician in¬ 
terested in the next election. 
Therefore, irrespective of ideo¬ 
logical differences, the Centre 
and West Bengal should work 
together in close co-operation 
with each other in the larger r 
interests of the country. 
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Little Impact in Tamil Nadu 

S. Viswanathan 


ita IMPACT of the comeback of 
)drs Indira Gandhi on Tamil 
Madu politics has not been 
y fcry distinct. The one major 
;. gainer has been DMK Presi- 
,lcnt, Mr M. Karunanidhi. 
fhe alignment of the Dravida 
^ Munnetra Kazhagam led by 
/ iiir M. Karunanidhi with Con- 
y gress(l) for the Lok Sabha 
' ^^olls resulted in a remarkable 
;ome back for the DMK in 
; Jratnil Nadu politics. The 
illliance proved to be quite 
Wrmidable. Mr Karunanidhi, 
icen to arraign the forces 
Igainst the All India Anna 
Dravida Munnetra Kazhagam 
led by, Mr M.G. Rama- 
bhandran, agreed to have a 
tow profile by conceding a 
hiajority of seats for the Lok 
iSabha to the Congrcss(l). 
ijThis tactics proved to be of 
immense benefit to him. The 
JDMKwonall the 16 seats it 
icontested and the Congrcss(I) 
bagged 21 seats; in a total of 
39 scats to the Lok Sabha. 
AIADMK managed to get 
Just two. 

• With the dismissal of the 
AIADMK Ministry in Febru- 
iery and the imposition of the 
iPresident’s rule, the Congress 
XI)-DMK alliance was then at 
;lts zenith. The DMK leaders 
!crowded around Congress fl) 
leaders like Mr P.C. Sethi when 
they visited the State. Their 
presence also increased in the 
corridors of the secrctaiiat. 

It was a testing time for 
TMGR. He could not strike a 
i: compromise with the Con¬ 


gress (I) for elections to the 
Assembly announced for May. 
However, he rallied up his 
followers and forged alliances 
with other parties like the 
Communists and the splinter 
groups of Congress in the 
State. He launched a remark¬ 
able campaign which lasted 
just about three weeks, ad¬ 
dressing dozens of meetings 
every day. 

Clear Preference 

The people's verdict was 
clear. Though they sided 
with the Congres.s(l)-DMK 
alliance for the Lok Sabha, 
they indicated their dear pre¬ 
ference for the All India Anna 
Dravida Munnetra Kazhagam 
which was returned to power 
with an improved majority. 
It was also a rout for DMK 
whose President was very con¬ 
fident of forming the Govern¬ 
ment. 

This experience of facing the 
electorate again, though not 
quite warranted by the abrupt 
dismissal of the AIADMK 
Government which had hardly 
completed three years in office, 
helped MGR give a more 
clear-cut direction to the 
Government. In its first term 
of office from June 1977 to 
February 1980, MGR’s Go¬ 
vernment was halting, indeci¬ 
sive and colourless The com¬ 
pulsion to face the electorate 
helped him get a clearer pers¬ 
pective of what was expected 
of his Government. 

But bis party, lacking any 


clear-cut ideology or program¬ 
me of action, could not initi¬ 
ate wide ranging measures to 
give a bigger push to the 
State’s developmental plans. 
The administration, by and 
large, continued on the basis 
of the routine set over a period 
of years and the type of wel¬ 
fare measures .such as employ¬ 
ment guarantee schemes and 
the like noticed in Maharashtra 
or Kerala were not formulat¬ 
ed. The mandate being very 
clear, MGR could have exert¬ 
ed a lot more in mobilising re¬ 
sources and aimed at a higher 
developmental outlay even in 
the first year of his renewed 
lease in power. But the bud¬ 
get of his Government for 
1980-81 did not initiate mea¬ 
sures in this direction. 

In the two contests to the 


Lok Sabha and to the Assem¬ 
bly, the image of Mrs Gandhi 
helped in the emergence of 
the Congrcss(I) as a balancing 
force. Thus, for the first 
time after the rout of the 
Congress in 1967, the party 
seemed to have gained suffici¬ 
ent strength, which in alliance 
with one of the two major 
parties, DMK or AIADMK 
could be decisive in lilting the 
balance. And in this the Con- 
gress(I) seems to have been 
resurrected after nearly a decade 
of being in the oblivion. 

But beyond getting this 
boost to its image, as a re¬ 
sult of the stature of Mrs 
Gandhi, the party continued 
to run its affairs in the same 
old style. The old malaise of 
dissensions still continues. As 


■v^ 

Better Deal for Farmers 

It IS seldom that Tamil Nadu leads the wi.v but when it docs, the 
results arc not always pleasing I he farmers’ agitatiem is a case in 
point. Although the glory has been hogged by Mr Sharad Joshi cf 
the Shetkari Sangathan, the original stii was started by Mr Narayan i- 
swamy Naidu of Tamil Nadu. His stand was : give the farmers a 
better deal or else. The better deal comprised, among other things, 
writing-off of rural debts amounting to nearly Rs S.OiiO crorcs. The 
*or else' was a threat to cut off supplies to the towns and non-payment 
of electricity bills, a small muter of about Rs .^0 cioics. The Tamil 
Nadu Chief Minister, Mr M.G. Ramachandran was not amused 
and precipitated a .sharp conflict by accusing the StateVs (richer) far¬ 
mers of wanting to bring back the ‘‘golden days of feudal landJor- 
dism". After tyring to break their ranks, an attempt in which he was 
less than successful, MGR tried to win them over by offering con¬ 
cessions which amount to Rs 60 crores. Prcsunribly; Mr Naidu w s 
pleased. The pleasure, however, was not without pain. There has been 
I much violence with scores injured and eight dead. And about 8000 
1 were detained. 

^___ - .. ./ 
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a counter-balance to the 
strength of AI ADM K received 
from the cine fans of MGR, 
the ‘rasika manrams’ (fans’ 
associations) of Shivaji Ganc- 
san were encouraged to coa¬ 
lesce with party cadres. The 
calculus here is patterned on 
the ability of MGR to con¬ 
vert his fans’ associations into 
grass root level party cadres. 
Unfortunately the following 
for Shivaji Ganesan unlike 
that of MGR, is not on the 
basis of political bondage 
that is on lirmcr grounds. 
Again, Shivaji Genesan has 
also been losing fast his im¬ 
age as an actor with a sure 
box oflice appeal. 

Money Bags 

M.P. Siibramaniam, the 
President of the TNCC C on- 
gress(I) in the State is closer 
to MGR and is not quite 
happy over the alliance with 
the DMK. On Ihc contrary Mr 
Karuppiah Moopanar, one of 
the Secretaries of the A1C('(1) 
is close to the DMK. The 
party continues to be domi¬ 
nated by money bags. I he 
shipping t>coon Haja Shareef 
who spent liberally on the 
elections to Assembly and was 
returned, was promptly elected 
the leader of Congress I egis- 
lature Party. Moopanar him¬ 
self is an aflluent niira.sdar 
(landlord) ot Ihanjavur. The 
dominanccofthc.se as in the 
past, has come in the way of 
concentrating attention on 
building up a cadre and much 
of the time of thcpaity is 
spent on patching up differ¬ 
ences among top leaders. The 
two representatives of the 
party in the Central Cabinet, 
Finance Minister R. Venkata- 
raman and Minister of State 
for Agriculture R.V. Swami- 
nathan, also do not command 
much following in the party. 
ThuS) in spite of a substantial 


difference brought about in 
the image of the party during 
1980 largely due to the per¬ 
sonality of Mrs Gandhi, the 
party has not capitalised the 
advantage to strengthen the 
base. 

Big Gain 

A big gain for Congrcss(I) 
was the winning over of 
a vacillating P. Rama- 
chandran, former Minister of 
Encigy under the .lanata 
Governn)ent into the Con- 
gress(l) fold. P. Ramachan- 
dran brought with him the 
fabulous trust properties 
amassed by Congress under 
KamaraJ. These included the 
sprawling Congress grounds in 
Teynampet and the Sathymur- 
Ihi Bhavan in Mount Road, 
valued at several lakhs of ru¬ 
pees. P. Ramachandran man¬ 
aged to keep it with Con- 
gtcss(O) initially which he led 
in Madras and subsequently 
with Janata. By winning him 
over, the Congress! 1) could 
get these precious properties. 
And Mis Gandhi came spe¬ 
cially to Madras a couple of 
months ago to lay the founda¬ 
tion stone for a building to be 
dedicated to KamaraJ in the 
Congress grounds and also to 
welcome back P. Ramachan- 
dran and his followers. 

During 1980 the limelight 
had been stolen by the leaders 
of farmers. C. Narayanaswami 
Naidu emerged during the 
year as a powerful representa¬ 
tive of this new emerging 
force. The Congre.ss(I) has 
not utilised the opportunity to 
align with this emerging new 
force which can have serious 
repercussions on the fortunes 
of the political parties. Sharad 
Pawar in Maharashtra was 
alert in trying to get into this 
movement at the height of the 
farmers’ struggle in the State. 


The impact of Mrs Indira 
Gandhi’s Government on the 
State’s economy has not also 
been very distinct. New invest¬ 
ments continue to be sluggish. 
Central public sector invest¬ 
ments have not been sizable. 
In the Fifties and the Sixties, a 
number of projects were set up 
in the public sector. Invest¬ 
ments on these decelerated 
after the advent of the DMK 
in 1967 and the next major 
decision on such investments 
took place only after the DMK 
Government was dismissed in 
1976 when the clearance for a 
cold rolling mill at Salem for 
producing stainless steel sheets 
and strips was given. Expansion 
of Neyveli through a second 
mine cut designed to support 
a 630 MW power station was 
subsequently cleared. 

Supple Government 

Tamil Nadu is ruled by a 
non-Congress Government. Yet, 
unlike the United Front Go¬ 
vernments led by the C’PI(M) 
of West Bengal or Kerala, or 
that of Jammu and Kashmir, 
where Sheikh Abdullah's Na¬ 
tional Conference is in power, 
despite the comfortable majo¬ 
rity of AIADMK, the Tamil 
Nadu Government is consider¬ 
ed relatively more supple. This 
is further strengthened the 
desire of the AIADMK to be 
on the right side of Mrs 
Gandhi. Thus Tamil Nadu 
proves to be a test case for 
experimenting with the efli- 
cacy of certain non-conven- 
tional decisions. One of these 
was the dismissal of a Gover¬ 
nor. Mr Prabhudas Patwari 
was the first Governor to be 
dismissed witliout even so 
much as a consultation 
with the State government, 
and Mr Sadiq Ali was brought 
in his place, again without 
consultation with MGK's 
Government. More recently the 


Chief Justice of the State, t9 
M.M. Ismail was transferrM 
and in his place the Chid 
Justice of the Patna Him 
Court has been posted. Aim 
this notification from tid! 
Centre came within a coupi| 
of days of MGR writing 
Centre voicing his oppositioM 
to the transfer of Judges, 
is reported to have mentions 
in his letter that with the 
efforts of the State to increai^ 
ingly introduce Tamil as thi^ 
language of the courts, thil 
Chief Justice should be fanii 
liar with the language, 
this case, also Tamil Nad| 
had been chosen for such Hi 
experiment largely on ground 
of the pliability of thil 
AIADMK government, MOB 
has been eager to show hii 
support to the Centre, as fai 
instance his welcoming 
National Security Ordinance 
unlike his counterparts ii 
Kerah or West Bengal when 
they bitterly opposed th< 
measure. 

Moral Booster 

The impact of the first yea 
of Mrs Gandhi in power in th 
State is not distinctly disocT 
niblc. It is true the come 
back of Mrs Gandhi has boost 
ed the morale of Congress(] 
which was in a demoralise* 
condition for over 12 years. 

As elsewhere, there are seC 
lions of the population indl 
ding mass circulated period] 
cals that swear by Mi 
Gandhi. These remind wlf 
nostalgia the discipline an 
consequent freedom from stt 
fes, noticed under the Em<^ 
gency. Tamil Nadu did n< 
experience the brutalities ( 
the emergency excesses as i 
the north; even in regard i 
family planning there was 
greater degree of voluntai 
option for sterilisations. 
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‘De-Politicised’ Politics and ‘Politicised’ 

Administration 


Viren J. Shah 


during the last year apolitical men have depoliticised the ruling 
lorrO'. Depoliticisation affected even the opposition parties which 
Mnt over backwards not to seem creating chaos in the country or 
Obstructing the Government. The law and order reached a record 
%iiw and the police itself indulged in indiscriminate acts of law- 
ysssness. The civil service has been politicised through transfers^ 
fromotions and confirmations. Judiciary has been denigrated. The 
; \jUthor, who is a Member of Parliament, says even parliamentary 
K lystem is under stress and the admirers of the Presidential system 
‘ ^ ijbve reserved their praise for the constitutional systems of 
frunce and the Prilippines in preference to that of the USA. 


fov OPEN the papers and you 


jead the headlines. It's frigh- 
pning: rapes, murders. Every 
^ind of crime 
past. You’ve 


is on the in- 
almost begun 
b take the breakdown in law 
ind order for granted. Your 
jeace of mind is shattered 
jecause you do not feel safe 
:ny more. There is disap- 
ointment and frustration 
everywhere. Everything has 
lhanged for the worse. Prices 
^ spiralling, essential com¬ 
modities arc difficult to get, 
bmmunalists arc on the ram- 
jiage. All thi> is the result of 
m ineffective Government. A 
Jovcrnmenl, uithallits mas- 
; five mandate, which has not 
lone anything for you. Why? 
.[ jfou know the answer. No 
' ^hesive policy was formulated 
; consistently implemented. 

hi\\c recognised 
^Plithat these lines are 
iot mine. 1 he advertisements 
I ssued by the Conercs.s(l) and 
ftrried by the major national 
jkd regional dailies in the fall 
1979 went further: “The 
l^^estion of^ ®lec¬ 
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tions is not who will win, but 
what will be done after the 
winning. Manifestoes are 
manifestoes. But putting them 
into practice and leality is 
something different.. .It takes 
.. .integrity to make promises 
work. And work well. Elect 
a Government that works”. 

Reading these sialenrents 
now, one is struck by their 
accuracy not so much as des¬ 
criptions of the realities of 
1977-79 but as forewarn'ngs 
of what was to come aftei the 
elections in 1980. There wcie 
signals early enough that, 
while the party had promised 
‘ a Government that works”, 
thcGovernmeni itself had other 
ideas. Indccisivencss was evi¬ 
dent in the very formation of 
the Government: key cabinet 
positions were kept vacant 
and continue to remain so 
even after a year. There was 
no full-fledged budget though 
the Government had been in 
office for three months. 
“Stock-taking”, said some; 
“waiting for the elections to 
the assemblies**, said others. 


We now know better. But in 
early 1980, the campaign pro¬ 
mises seemed credible to man. 
“Decisiveness” had become an 
abiding part of the popular 
image of the top leadership of 
the party. And then, there 
were the men “who got things 
done” many of whom were 
now in the Parliament. After 
a full year, however, even the 
“faithfuls” are tempted to ask: 
“what things?” This time 
around, even the trains are not 
running on lime! 

Mummified Corpse 

There are many among our 
intelligentsia who worry over 
the backsliding of the economy 
and the delay in finalising the 
Sixth Plan. Sensible ones 
among them, however, have 
now begun to realise that 
planning in India is dead as a 
dodo, though the corpse in 
this case has been skillfully 
mummifu'd and prcs. rved for 
our veneration in the Yojana 
Bhavan. Yet, it is the politi¬ 
cal depression that ought to 
really worry us. Reviving the 
economy is a comparatively 
easy task if only we can cope 
with the creeping political 
sickness that is paralysing the 
nation. We do not lack re- 
souices; what wc need to 
achieve is mobilisation. And 
mobilisation is an act of politi¬ 
cal will. 

But let us begin at the 
beginning. The young men 
who virtually captured the 
party machine of Congress(l) 


in the fall of 1979 were not 
“political” men. It was not 
as if the old political fogies 
had been sent home to lick 
their wounds and the younger 
cadres of the party moved up 
to the fore. Most of these 
younger men came from out¬ 
side the norpial political pro¬ 
cesses in the country. Their 
commitment has been to raw 
power and not to politics— 
right, left or centre. They 
were apoliliciil men who sys¬ 
tematically dc-politicised the 
ruling party. Many of these 
men arc off-stage already and 
may return to where they came 
from. But the Congress! 1) is 
most unlikely to regain its lost 
political moorings and will 
continue to be the country’s 
most apolitical party. This 
process of dc-polilicisation, 
which began in the years of 
the “emergency”, reached its 
logcal culmination in 1980, 

Popular Uprising 

The second development, 
chronologically, has been in 
the North-Last. This is a 
popular uprising of major 
dimensions sustained over a 
remarkably long time—truly 
a grass-root movement. We 
may dispute the wisdom or 
the practicality of the demands 
the student leaders in Assam 
have made but wc cannot 
deny the genuinness of the 
grievances on which they are 
based or the enduring vitality 
of the movement itself. Poli¬ 
tical parties have taken posi¬ 
tions on the issues raised by 
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the people of Assam, expressed 
sympathies, offered advice 
and support. The movement, 
however, cannot be described 
as “politicaP’ in any sense. 
It is outside the processes of 
the political parties in the 
country. 

The next major development 
has been the farmers* agitation 
in Tamil Nadu, Gujarat and 
Maharashtra. Here, again, Is 
a movement founded on gen¬ 
uine grievances but does not 
derive guidance or direction 
from any political party. 
When a prominent political 
leader commented that the 
calling oir of the agitation in 
Maharashtra was unwise, the 
farmers' leader issued the ten¬ 
ding rejoinder that it was like 
a passenger offering advice to 
the pilot ! 

De-polilicisation has atfected 
the major opposition parlies 
too, though in an altogether 


different way. In the politi¬ 
cal environment of 1980, these 
parties, partly by choice and 
partly through the compulsion 
of circumstances, bent over 
backwards to avert the charge 
that they are creating chaos in 
the country or obstructing the 
Government. They did not, 
by the Prime Minister's own 
admission, initiate or spear¬ 
head any of the major popular 
movements during the year. 

The most crucial factor that 
weighed with the opposition 
parties has been their anxiety 
to avoid creating a situation 
in which the people might 
welcome a return of the “emer¬ 
gency”. Piudence, that is to 
say, has been the basis of the 
“dc-politicising” of the oppo¬ 
sition pill ties, allcast to an 
extent. Whatever the merits 
of this attitude, the result has 
been that these parties did not 
play their full-fledged political 
role during the year. 


Even as politics in the 
country has been getting dc- 
politicised, administration has 
been getting increasingly 
“politicised”. In a democratic 
country, more so in a develop¬ 
ing country, political inputs 
are vital to administrative 
processes. It is the function 
of politics in a democratic 
society to lift the decision¬ 
making processes on to the 
national plane and to provide 
the decisions themselves the 
perspective of totality. But 
the “politicising” of adminis¬ 
tration we have been witnes¬ 
sing is of another kind. I he 
interventions the functionaries 
of the ruling party and Govern 
mcnl have been making in the 
past year are “polilical” only 
in a baser sense; their aims 
and purposes have been for 
the most part, parochial and 
self-serving. 

Internal policing in the 


country has been deteriorating 
over the years but the deterio* 
ration reached a record low 
during 1980. While the 
Government chose to brand 
every expression of economic? 
and social discontent as ft 
routine “law and order” pro¬ 
blem to be dealt with through 
slrong-arm methods, the police 
proceeded to enforce the laW 
and bring about “order” 
through arbitrary and indi»i 
criminate acts of lawlessness^ 
Blind men in Delhi, entire 
villages of Harijan and tribal 
people in UP and Bihaft 
tanners in Nasik, lawyers ifj 
Gwalior anil women practicaii) 
everywhere became victims ol 
law enforcement in the netii 
style. 

The police themselves hav^ 
been victims in more wayi 
than one. fhe spread of disl 
content and disaffection reach' 
cd alarming proportions durj 


BIS RffinUIN MEnUIURBY 


Starting with petrolaimi rafining in 1965i 
thence to a complex range of chomicals. 
petrochemicals, fertilizera and ocean engi¬ 
neering services. Engineers India is now 
deeply entrenched in non-ferrous metallur¬ 
gical projects. Right from initial sampling 
•nd analysis, it organizes and coordinates 
the development and acquisition of procesa 
know-how and design of infrastructure 
^quirements. development of special mata- 


flurgical equipment end adaptive research. 
EIL has been associated with the following 
prestigioiii projocta ; 

* Copper Concentrator it Oariba 

* Lead Concentrator at Agnigundafa 

* Zinc Smelter & Refinery at Vizag 

* Defaarl Roaster Complex 

* Blast furnace, lead smelter and refinery 
at Vizag 



Malanjkhand copper project 

Engineers India has a strength of shoot 
3.000 highly experienced personnel, specia¬ 
lised in the design and construction of 
process plants ranging from single units • 
fully integrated grass roots projects. 
Services in non-ferrous metallurgy cover 
beneficiation. agglomeration, pelletisatioa. 
hydro/electro metallurgical processes for 
refining of metals and material handling 
of solids, liquids and slurries. 
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the past year not only 
^iimong the State police but 
mlso among other agencies like 
j-l&e CRP, IB and the RAW. 

^Leaders of Government, while 
, Ignoring their needs and over- 
^ poking their grievances, never 
I pesitated to make blatantly 
V. ^Illegal use of their muscle 
h jbower and to turn them into 
1; papegoats later. 

4-' '> 

Bhagalpur Lessons 

• I The Bhagalpur incidents 
). joffer many lessons. The most 
y jimportant however, is that 
^brutality” is not confined only 
\io our police force. Many 
[. things about Bhagalpur arc 
f 4^clear as of now; it is, how- 
fever, abundantly clear that a 
k' {jairly large number ofGovern- 
aient functionaries were aware 
? :>f the happenings long before 

icy came to public know- 

f ' 


ledg'’. We hear a lot these 
days about the training needs 
of the police but does it really 
take any further training for 
these men to realise that 
puncturing an undcrlriar.s eyes 
and pouring acid into them is 
a heinous crime? And what 
arc the training needs of those 
higher functionaries who knew 
what was happening, connived 
at them or perhaps even 
authorised them and are now 
speaking of “social sanctions" 
in justification? 

The motivation for the p )Iicw‘, 
both when they are right in 
what they do and when they 
are wrong, conics from their 
need to meet whaf they lake to 
be the expectations of the 
leaders of Governmenl. Once 
what is expected o\' llicin as 
well as what will not be ac 
cepted or condoned is made 
clear to them, the members of 


our police force arc not so 
stupid as to persist in their 
wrong practices. This is even 
more important than training 
in developing a democratic 
ethos among our police force. 
By saying this, one is not, 
however, underrating the im¬ 
portance of training. But the 
“politicising" of the police as 
it is now in vogue must stop. 

A second example of the on¬ 
going efforts at “politicising*’ 
relate to the judicial adminis¬ 
tration in the country. Sus¬ 
tained efforts are being made 
to abridge the jurisdiction of 
the courts and to bring down 
the judicial system in the public 
esteem through constant deni¬ 
gration of judges by leaders in 
positions of power. Transfers 
arc a well-known means of 
reward and punishment and 
the efforts now being made by 
the Government to acquire the 
power to transfer judges are 
designed to reduce them to 
the status of ordinary civil 
servants. The phrase “com¬ 
mitted judiciary" seems to 
have gone out of currency but 
the efforts to politicise the judi¬ 
ciary liavc been resumed with 
increased vigour. 

Neutrality Lost 

The politicisation of the 
civil service itself is too obvious 
to merit comment. Lvery 
means available to Government 
is being used to achieve the 
purpose; transfers, promotions, 
confirmations, extensions of 
tenure and what have you. 
The “neutrality" of the civil 
service does not exist today 
even as a pretension. 

Let us now leave the politi¬ 
cisation of administration and 
shift our focus back to the de- 
pioliticisation of poll tics. I cited 
the relevance of the popular 
movements that took place 
during the year outside the 


pale of party politics, earlier. 
These movements pushed poli¬ 
tics into the background dur¬ 
ing 1980 but 1 do not believe 
that this development suggests 
a trend rendering the party 
system irrelevant for the 
future. Such movements take 
shape only when the establish¬ 
ed political parties fail to 
ventilate effectively the 
gricvance;s of the people. By 
their nature, their aims are 
limited to focussing attention on 
specific issues. Once these aims 
are achieved, the movements 
subside or are assimilated into 
the formal political processes. 
I'his, at any rate, is the lesson 
of history. 

Student Power 

The massive student move¬ 
ment in Fiance many years 
ago seemed for a while to 
make the leftist parties, parti¬ 
cularly the Communist Party, 
irrelevant in that country. 
Ffowever formidable it looked 
while it lasted the movement 
became a spent force in due 
course and the Communist 
Party re-establish; d its pre¬ 
eminence. In the US, like¬ 
wise, the >outh movement in 
the 60’s proved powerful 
enough in the context of the 
Vietnam war to force President 
Johnson not to seek or accept 
nomination for President 
again. But the movement 
died out later. Nearer home, 
the movements in Bihar and 
Gujarat in the mid-70*s were 
rot initiated or spearheaded 
by any political party and the 
leader who galvanised these 
movements did not himself 
belong to any party. Once the 
purpose of these movements 
was achieved the normal politi¬ 
cal processes again became 
operative. 

The dc-politicisation of 
politics, however, may receive 
a massive impetus from 
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another source. I refer to the 
inspired “debate” now going 
on on the Presidential system. 
The disclaimers convince no 
one. The impression is being 
assiduously created that the 
Government’s non-performance 
is not due to defects in 
the Parliamentary system. 
There are some who even argue 
that the non-performance itself 
is not due to any incapacity 
but a contrived act of 
ommission aimed at discrediting 
the present system ! Report¬ 
ed statements by prominent 
leaders to the cfl'ect that even 
the Presidential system is not 
without defects are only meant 
to dispel the illusion in the 


minds of the politicatly inno¬ 
cent that what is being talked 
about is the Presidential sys¬ 
tem of the US type. One 
suspects that the pro-changers’ 
admiration is reserved for the 
constitutional systems of 
France, Philippines and Sri 
Lanka. 

Fallacious Argument 

And they also talk of 
“tailoring” the system to suit 
the Indian conditions. The 
“tailoring” process is evident¬ 
ly meant to ensure that the 
democratic features arc kept 
to the minimum and that the 
President, when this august 
oflice comes into existence. 


becomes, in fact as well as in 
form, the supremo. The major 
argument advanced by the 
advocates of change is that 
the Presidential system enables 
induction of talent into the 
Government. The breast-beat¬ 
ing now going on in Ihe ruling 
party about the dearth of 
talent looks farcical in the 
context of I he repealed split¬ 
tings and purgings on the 
basis of loyally tests the party 
has gone through over the 
years. In any event, it would 
be myopic to perceive the 
debate as one for the mere 
change oi the system. The 
change, if and when it comes, 
will ait:r the political proccs 


ses in the country in fundamei^ 
tai ways. In fact, the very pu^ 
pose of the change is perha||| 
to abolish the political prd^ 
cesses and to carry, in tti 
name of induction of taleii| 
the de-politicisation to its ]o||| 
cal conclusion. 

“We have no magic wand^J 
the Prime Minister sn|i 
recently and we are touchdl 
by the candour—after all, dnji 
did not say “the Presidentil 
system is my magic wand*^ 
“The worst is over”, tl| 
Finance Minister has assun^ 
us and we are grateful— 
all, he did not say we ai^ 
living in the best of tim»4 
Candour begets more candouf 
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There is more 
to KELTRON 
than its 
products 

Take a look at the Keltron 
products displayed here. 


There are many more that have not been 
displayed such as uninterrupiibie power supp* 
ly systems for ituctear power sUfjons, thyrieioi 
ronticlled electronic equipment and syileml 
Ipi industry and defence, electromr slide rulee 
lor irchnoiouK Ai institutions, bueinese macht« 
nes for banks and offices. 

Keltron is certainly proud of Itc produo* 
range But Keltron is more than its producte 
Keliion IS the brain power of its engineera. 
lechnit i.ins and enecutives, many of them gold 
medallistb and nalinnai awtrd winners, who 
have designed, developed manufactured aitd 
marketed products wutth over two croraf io ll« 
last year. 





A Crisis in Civilisation 

J. D. Sethi 


The current crisis in India, according to the author, is civilisatio- 
naL The real cause of \\?orry is not the crisis but the incapacity 
of the intellectuals to stand the psychological strains produced by 
this decay and disintegration of the fabric of civilisation and the 
massive human alienation, Gandhi was the first modern Indian 
to have addressed himself to this problem. Nehru made a mas¬ 
sive and imaginative attempt to build India into a modern nation 
State but it has not been able to meet the civilisational compulsion 
India is pitted against alien civilisational forces whose strength is 
now formidable. Mr Sethi is former member of the Planning 
Commission. 


I HAvii received a large num¬ 
ber of communications react¬ 
ing one way or another to my 
article entitled *4ndia: the 
most dangerous decades”. 
What is common in most of 
these communications is a set 
of two sharply posed ques¬ 
tions: (1) how did this situa¬ 
tion of multiple crises come 
about; and (2) what could be 
the solutions? 1 would like to 
answer both questions to the 
best of my ability, though I 
feel hesitant to answer the 
second question because there 
may be solutions which are 
feasible but not acceptable and 
solutions which arc desirable 
may not be feasible. 

I do not believe there ever 
was a dearth of solutions to 
our problems. If, despite the 
solutions all our problems sur¬ 
vive, it is becouse we refuse to 
see what is happening in the 
black boxes of Indian politics. 
Besides, any speculation about 
the future, whether optimistic 
or pessimistic, is a risky intel¬ 
lectual pursuit, though we 
need not be as squeamish as 
Willian Willberforce was when 
he wrote in 1790. “J dare not 
marry; the future is so dark 
and uncertain.” 


1 wish to pursue the subject 
of my last article a little fur¬ 
ther. Truly the current crisis 
is not national but civilisatio¬ 
nal. India is not merely a terri¬ 
torial entity or a nation in the 
normal sense of the word; it 
is a civilisation which has al¬ 
ready been sliced two or three 
times. It would be utterly 
futile to make comparisons of 
India’s crisis with that of any 
other country which does not 
have a civilisational character. 
Leaders come and go, systems 
rise and fall, crises multiply 
and disappear, but it takes as 
long a time for a civilisation 
to decay as it takes to build. 
The Indian civilisation, which 
has stood the test of many 
centuries, onslaughts, corrup¬ 
tion, internal crises and sabo¬ 
tage, now seems to have enter¬ 
ed the state of massive decay. 
Unlees this process is drasti¬ 
cally arrested, India will go the 
way of other civilisations. 

The incompetence of the 
leadership that caused the 
demise of our political system, 
the dishonesty and corruption 
of businessmen, the cynicism 
of the bureaucracy, the mas¬ 
sive confrontation of social 


forces, etc., to which I referred 
in the last article, are only part 
of the process of this civilisa¬ 
tional decay. The real cause of 
worry is not the crisis but the 
incapacity of the power elite 
and the intellectuals to stand 
the psychological strains pro¬ 
duced by this decay, the disin¬ 
tegration of the fabric of civi¬ 
lisation, and the massive 
human alienation. 

Chinese Tradition 

It is not necessary to follow 
any particular philosopher’s 
scheme of rise and fall of civi¬ 
lisations, but we must learn to 
respect and reckon with the 
negative and positive historical 
forces operating in that direc¬ 
tion. Most European observers 
have regarded the social sys¬ 
tems of the eternal East as 
models of tradition that 
were incapable of modernising 
themselves. Mao Tse-tung 
proved them all wrong. He re¬ 
jected the linear path of the 
West. By drawing inspiration 
both from his own past and 
the present, he was able to 
safeguard the Chinese tradition 
and civilisation from decay by 
modernising them on the 
strength of their own values 
as much as on new knowledge. 

In the first instance, Mao 
looked upon China not as a 
nation but as a civilisation. 
The Chinese civilisation had 
also declined and decayed for 
many centuries. Mao was faced 
with the problem of integrat¬ 
ing the civilisational problem 
with the problem of building 


a nation-State. Indeed, % 
task was even more difi^ 
because he faced another 
lenge—of international Col 
munism which at that time ii|| 
subjugated itself to the Ma<^ 
line. Mao successfully 
Stalin by fixing both natioii 
lism and Communism. MM 
remarkable achievement 
that he succeeded in combhiK 
the rejuvenation of the Chitl^ 
civilisation with the buildjS 
of the Chinese nation-S^ 
and the Marxist ideoloj| 
something which was unheal 
of before or since. The f 
called failures of Mao Tse-ttii 
such as the Great Leap Pd 
ward and the Cultural Revo) 
tion were no failures. In tk 
these were essential surgid 
operations and blood letto 
to complete the comprehens^' 
civilisational revolution til 
Mao wanted to accomplish. 

Political Senso 

In our own country. Gaud 
faced the same problem whi 
he came on the Indian politic 
scene in the beginning of tt 
century. In many respects 11 
situation of decay and pesi 
mism of today is not mih 
different from what prevail 
then. The socio-economio awi 
nation and the cultural d60 
of those days had pushed f 
Indian political leaders 
intellectual towards accept! 
the cultural superiority oft 
West. In every respects Gaflii^ 
used an unusually violent li 
guage to denounce the th 
Indian elite for their collab 
rationist and subservient at 
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The Growth Imperative 

WhyBakditeM^iii researdiers 
are committed to devctopment 


At Bakelite Hylam, we consider 
scientific research necessary for industrial 
growth. Research and Development is, quite 
simply,an investment in the future. 

This philosophy is being put into practice by 
our researchers. It has resulted in the 
development and manufacture of a whole 
range of sophisticated materials based on 
thermosetting polymers; Industrial Laminates 
and Moulding Materials for electrical, electronic 
and telecommunication industries; Polyester 
Resins for chemical and chemical engineering, 
transport, and defence industries; Phenolic 
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tude towards the Western civi¬ 
lisation. 

The situation then corres¬ 
ponded to what Marx describ¬ 
ed as despotic and static or 
what Orteg Y. Gassel referred 
to it as ^‘anthropomorphic 
vegetations". Toynbee called 
it "animalism", characteristic 
of arrested civilisations, i.e. 
societies in which the pattern 
of behaviour was like those 
of lower animals on predeter¬ 
mined lines. Toynbee describ¬ 
ed the static situation of de¬ 
caying civilisation thus: 
"The equilibrium of forces in 
their life was so exact that all 
their energies are absorbed in 
the efforts of maintaining the 
position they have attained al¬ 
ready, and there is no margin 
of energy left over for recon¬ 
noitring the course of the 
road ahead, the face of the 
cliff above them, with a view to 
further advance”. 


Gandhi was the first modem 
Indian to have addressed him¬ 
self to this problem and made 
civilisation as the unit of 
analysis at a time when im¬ 
perialism reigned supreme. 
Against the imperialistic nature 
of the global system, he suc¬ 
cessfully combined the struggle 
for creating consciousness 
about the Indian civilisation 
with the struggle for making 
India an independent State. 
He never gave up this task 
although his colleagues and 
successors could not fully ap¬ 
preciate him. 

He made the struggle of 
Indian civilisation against the 
West and against its own con¬ 
formist elite the focal point of 
the national movement. He 
mobilised the Indian masses 
and used the mass line to iso¬ 
late those Indians whom the 
British had weaned away. His 
small book "Hind Swaraj" 


though crudely written, was 
a seminal work in the sense 
that: (a) it reiterated the supe¬ 
riority of the Indian civilisa¬ 
tion over others and reformu¬ 
lated its values; (b) it exposed 
the hollowness of those who 
denigrated the Indian civilisa¬ 
tion; and (c) it gave bare out¬ 
lines of the kind of future 
social, political and economic 
structure that would be consis¬ 
tent with the value system of 
the Indian civilisation. Quite 
remarkably, he, though accept¬ 
ing non-violence as a creed and 
a way of life, forcefully stated: 
“I will not hesitate to use any 
amount of violence if my civi¬ 
lisation was threatened." 

Indian Marxists may like it 
or not, but both history and 
Gandhi proved that Marx was 
utterly wrong in his prediction, 
because even he ignored the 
civilisational aspect of the 
change in India. Marx had 


predicted that British imperial] 
lism would play a doubleJ 
positive as well as negative»l 
role in India. On the onei 
hand, it will destroy what hej 
called "ancient static commutj 
nities of India" and on thti^f 
other create a new Westentll 
type of civilisation. Almost af^ 
a vengeance, India has pro*| 
duced a bastard culture and, iii'j 
reuospect, it seems thalj 
Gandhi was right when hoi 
called British imperialism an) 
unmitigated disaster. i 

As late as 1945, when: 
science, technology, democrat': 
and modern institutions had' 
come to stay in India, Gandhi 
forcefully reiterated his faitii; 
in "Hind Swaraj" (which wai;: 
orginally written in 1908) when 
Nehru raised some questitmt: 
about it. It was clear that. 
India would be independent 
sooner rather that later. Those' 
who describe Gandhi as.anti- 
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^^nce or anti-technology have 
read him carefully. What 
Mj^dhi saw was the danger 
'I |if British imperialism leaving 
ji^ind enough of its cultural 
hansmitters who, in the name 
r science and rationality would 
cisely destroy the basic 
hbric of the Indian society, 
dia was not a small country 
j lObe transformed in a short 
into a society of the Wes- 
f’Ism type. Gandhi chose Nehru 
|j^tly because Nehru had 
^’^lier talked in civilisational 
§teriD8 and partly because 
i|l5andhi thought he alone 
|:;^uld be able to integrate the 
.rring factions inside the 
ongress, while others may 
livide it. 


Nation-State 

To some extent Nehru per- 
dved Gandhi’s approaches to 
le Indian struggle in a civili- 
itional context when he wrote 
lilB “Glimpses of World His- 
But by the time he had 
le to write “The Discovery 
India’* he too had fallen in 
with other leaders and 
ited to build India as a 
ifiil nation-State without 
sing that if the civilisatio- 
character of this subconti- 
t was not kept in view, 
iti'Oivilisational force may be 
,sed to thwart the building 
if the nation-State itself. Des- 
^te Gandhi’s opposition, other 
lets showed indecent hurry 
accepting partition which, 
*c now sec in retrospect, 
"tfstruck the biggest blow to our 
ivilisation. Between 1947 and 
64 Nehru’s was a massive 
d an imaginative attempt to 
lild India into a modern 
ition-State. but it was devoid 
if meeting the civilisational 
impulsion. That is why the 
isis. Mrs Indira Gandhi too 
a believer in a strong nation- 
Itate but is oblivious of civi- 
itional challenges. 


There have been many 
periods when the Indian civi¬ 
lisation went static. The last 
occasion, before the present 
era, on which it entered the 
phase <f a prolonged stale¬ 
mate was somewhere between 
the reigns of Shahjehan and 
Aurangzeb. Since then the 
Indian civilisation continued 
to decline until the emergence 
of Gandhi who attempted to 
stem the tide. Aurangzeb who 
tried to build a nation-State 
negated or even destroyed the 
civilisational character of the 
challenge through his religious 
bigotry and thus ended up by 
ultimately making both the 
nation-State and the civilisa¬ 
tion decline further. So much 
so that no monarch after him 
could even attempt to build 
the nalion-Siate. The British 
found India ripe for a take¬ 
over. 

Poor Understanding 

On the other hand, say, the 
Sikhs and the Marathas con¬ 
centrated totally on safeguard¬ 
ing and renovating the Indian 
civilisation. But they had poor 
understanding of the nation- 
State. The scope for a retrieval 
of the situation became ex¬ 
tremely limited because in this 
period the push towards a 
nation-State and the civilisa¬ 
tional struggle got pitted 
against each other, resulting in 
economic and social stagnation 
for the next three centuries. 
The process of assimilation 
and acculturation of new in¬ 
fluences into the Indian civili¬ 
sation was slopped. For the 
next 300 years or so the Indian 
civilisation continued to dec¬ 
line, yielding to easy British 
occupation of the country. The 
rise of British imperialism, the 
partition of India and even the 
present-day communal con¬ 
flicts arc the product or the 
residual problems of the same 
contradiction. 


One of the main characteris¬ 
tics of the Indian civilisation 
was the separation of elite func¬ 
tions with or without a hier¬ 
archy. The functions of value- 
determination, exercise of po¬ 
litical power and money-mak¬ 
ing—the three functions of the 
different components of the 
power elite— were kept separate. 
Whenever this separation and 
the balance between the three 
functions were maintained, 
the Indian society moved for¬ 
ward and progressed. When¬ 
ever this balance was upset or 
any of the components failed 
to perform its functions, the 
system declined or collapsed. 

All these functions and the 
elite groups performing them 
went through a prolonged and 
agonising decline in the latter 
Mughal phase of the Indian 
civilisation. Not unnaturally, 
therefore, it became more diffi¬ 
cult to define and perform 
these functions when it came 
to modern times. It was the 
neglect of the civilisational 
compulsions that caused conti¬ 
nuous drift of Muslims away 
from others and this was fully 
exploited by the British. 

Double Challenge 

The hierarchical dimensions 
of the power elite had to con¬ 
tend with the modern dimen¬ 
sions of democratic societies 
with a growing horizontal pro¬ 
liferation and plurality. The 
double challenge the Indian 
civilisation faced in its earlier 
phases of crises had now been 
imposed on the elite’s incapa¬ 
city of cope with the chal¬ 
lenges of the modern techno- 
democratic system. The elite 
imbalances and their func¬ 
tional confusion are the main 
sources of the prevailing crisis. 

Even before Gandhi came 
on the scene attempts were 
made in different parts of the 
country to rejuvenate the 


Indian civilisation by des¬ 
troying the widespread ritu¬ 
alism which had come to 
dominate it in the period of 
stagnation. This was done by 
introducing some powerful 
Western elements such as ra¬ 
tionality and science into the 
main body of the Indian so¬ 
ciety. This combination of 
Western rationalism and Indian 
civilisation might have turned 
out to be very deadly but for 
the fact that it insisted on the 
Brahminical tradition of keep¬ 
ing a critical distance between 
the elite and the masses. 

Great Pioneers 

Men like Rammohun Roy, 
Ranade, Gokhalc and Bankim 
Chandra Chatterji were the 
great pioneers in this new in¬ 
tegration and assimilation pro¬ 
gress. For a while it seemed 
that the Indian elite might 
succeed, but the British im¬ 
perialists proved too clever 
for them. They cut short this 
process and split the elite in 
their own favour by making 
a section of them accept the 
superiority of the Western civi¬ 
lisation. Gandhi challenged 
this spilt by denouncing both 
British imperialism and these 
who had become its stooges. 
He shifted the entire thrust 
and focus of the national 
movement from a nation-State 
lighting against an imperialist 
State to a grand civilisational 
conflict. He seriously took 
up the challenge of the Western 
civilisation and developed an 
intransigent resistance to its 
cultural onslaught. What a 
contrast ! The British could 
not buy up the Indian mind in 
200 years. After independence 
it has been sold to them 
through our indigenous Me- 
phistopheles. The contradic¬ 
tions of our society are truly 
Faustian. 

The mistake that the post- 
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* Is there any such instance where the *'Pri* 
vate Sector” is mobilising Small Savings 
oHhe millions and pouring Croresand* 
Crores of Rupees so mobilised, into the 
coffers of National Government so that 
the same may be utilised for National 
Welfare 7 

* Is there any instance, anywhere, of creat¬ 
ing Self-employment for Lakhs and Lakhs 
of people by a single Institution, without 
any direct assistance of the Government? 

* Is there any instance of mobilising Small 
Savings in Crores from lakhs of families 
living in distant and far-off villages of our 




Country where there are no Post Offices 
or Banks, and investing such funds in 
public interest with such strictest safety, 
that the said funds cannot be withdrawn 
by the Company without the permission 
of Reserve Bank of India? Is there any 
example of better financial safe-guard of 
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Only the "PEERLESS TEAM" upto now 
could create such unprecedented records. 
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respects. 
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war leaders made was that 
they politicised everything and 
put every problem of the 
Indian civilisation into the 
political perspective of a na- 
tion-State. They also re-estab¬ 
lished old hierarchies which 
had been the main cause of 
the decay of the Indian civili¬ 
sation. They reintroduced the 
idea of a new caste and status 
in politics and society. No¬ 
body is more conscious of his 
status today than the Indian 
^mtellectuals. Through status 
and hierarchy, the Indian cul¬ 
tural and intellectual life got 
bifurcated, partly outside the 
context of the Indian civilisa¬ 
tion and partly inside it, there¬ 
by developing split personali¬ 
ties over the entire leadership 
spectrum. 

Communication Gap 

Nowhere is this more sharp¬ 
ly reflected than in the two 
per cent English-knowing edu¬ 
cated classes refusing to see the 
communication problem of the 
rest of the 98 per cent of the 
population for which English 
makes no sense. Gandhi gave 
the highest priority to this issue 
of communication between the 
masses and through his un¬ 
flinching effort made the en¬ 
tire country accept simple 
Hindi as the lingua franca. 
His successors singularly failed 
to carry forward this tradition 
and if there are not one but 
two Indias today in the cul¬ 
tural sense it is because of that 
mistake. 

It is the middle class which 
always carries the civilisational 
values. Nehru created a large 
middle class in the hope that 
it would act as a buffer bet¬ 
ween the State and the masses. 
But, he paid scant attention 
to two aspects of this class: 
(a) the numerical growth of 
the middle class has been three 
times the growth of the work¬ 


ing class, something which was 
bound to create an economic 
crisis; and (b) that this class 
could become the enemy of 
the Indian civilisation by re¬ 
fusing even to look at it, not 
to speak of enriching it. In 
one sense, the crisis of our 
society is the crisis of this para¬ 
sitic class because the economy 
cannot produce enough econo¬ 
mic surplus to feed its fancies 
and dysfunctions. This class 
is completely alienated from the 
masses. 

Grave Crisis 

The collapse of norms and 
values of our society and the 
middle class is a direct ex¬ 
pression of this civilisational 
crisis. The society is sick to 
the point of death. In the face 
of colossal human suffering 
and poverty we pride ourselves 
on being cheerfully cynical. 

Our universities and research 
institutions are no longer 
places of learning and scholar¬ 
ships; they are waysides for 
gentlemen radicals. The daily 
pressures on the ordinary 
man’s already diminished in¬ 
tegrity arc so (ierce that he in¬ 
flicts his own inadequacy on 
his nearest and dearest. The 
valucsetters, social reformers 
and revolutionaries of today 
are unfamiliar sorcerers. India 
is being ruined by the con¬ 
tagion of despair about the 
neglect of its civilisational 
values. 

India had to be partitioned 
to solve the Hindu-Muslim 
problem, but now it is 
returning to the sameform as 
existed in the pre-partition 
days. I am prepared to risk 
a prediction: Communal riots 
will not stop unless the funda¬ 
mental causes are tackled first. 

If the new classes among the 
Hindus have been unable to 
grapple with the civilisational 
problem of India, it is too 


much to expect the Muslims 
to do so. Every religious group 
is attracted towards some 
civilisational magnet. If the 
Muslims are looking elsewhere, 
it is the Hindus who are partly 
to blame, though the Muslims, 
by turning away from the pro¬ 
cess of civilisational integra¬ 
tion, are making it impossible 
for the Hindus to trust them. 

On the other hand, the role 
of the RSS is not very diffe¬ 
rent either. This organisation 
is no more communal than the 
Akalis, the Muslim League or 
the politicised Christian mis¬ 
sionaries. The tragedy is that 
as an organised body of the 
Hindus, it has neither develop¬ 
ed the full concept of the na- 
tion-Stale nor learnt the dyna¬ 
mics of a civilisational change. 
Paradoxically, it is a non- 
developed conservative force 
of dedicated cadres. Hence 
its continuous degeneration 
into sectarianism. 


There are tides among 
tions when powers rise andJ 
fall. The States grow stronger | 
or weaker. There may bei 
riptides among nations, vasti! 
torrents of changes in politics^;! 
and economics and culture j 
sweeping away old structures ■ 
and creating new ones. In this^| 
tide Gandhi represented the)' 
collective conscience of thej 
Indian people and their civifi 
lisation and his successors the; | 
collective interests of the elite* i i 
India is not merely facingi 
economic or military compett*; 
tion with other nations, she; 
is pitted against alien civilisa4' 
tional forces whose strength it: 
now formidable. The external 
threats to the country need 
not take the form of extemaji 
aggression. It is enough that 
her social and cultural fabric 
is destroyed by all kinds of 
open or settled intervention 
through culture, technology^ 
ideology and other factors. 
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The Limited Scope for Authoritarianism 


This is an extract from a piece of underground literature 
^ circulated during the Emergency. Its argument remains valid 
, today, when Opposition parties once again fear a return of autho- 
• ritanianism. Mrs Indira Gandhi has repeatedly denied any 
) ’intention to re-impose an Emergency. This article elaborates 
^'Why Mrs Gandhi should stick to this policy, and what Opposition 
j; groups should do if she doesnt. 

c __ 


History, including recent 
Indian history, is replete with 
I instances when rulers have 
: sought to gel out of their 
difficulties by diverting mass 
lattention from their economic 
^predicament by playing on 
^■♦regional, linguistic and com¬ 
munal rivalries, and/or by 
focusing on external danger. 
^rThc former tactic has clearly 
Ja limited scope, for when 
^v&rried too far, it could exa- 
^^;ccrbatc divisive tendencies 
Tbeyond the point of nonreturn. 
|^..Thc latter tactic could work 
people could be ]>ersuadcd 
a strong persistent and 


term threat exists, or if 
Jthc people are mobilized be- 
jjtiind an aggressive, militant 
^^tionalism. The temptation 
follow this course is likely 
be great—-but so arc the 
^fisks. It is hardly conceivable 
J^hat a militant nationalism can 
Jbe maintained at the ncccssarj' 
l^gh pitch for any length of 
without risking external 
ijadventurcs unless it is also 
Jjtccompanicd by reforms which 
^rc seen by the people to be 
/esponsive to their needs. Ex¬ 
cept in Europe during the era 
cdlonial expansion, nationa¬ 
lism per se has only brought 
p|lisaster (to wit^Germany and 
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Japan). The USSR, China and 
Vietnam are only apparent ex¬ 
ceptions : their nationalism was 
welded by massive military 
conflicts in which external 
forces played a major role; 
all of them achieved far- 
reaching social transformations 
in the process; and all of them 
have had to maintain highly 
coercive regimes. 

Few political leaders have the 
degree of understanding and 
the foresight needed to appre¬ 
ciate that none of above courses 
really provides a viable or 
lasting solution. Even on the 
rare occasions they do, the 
inability to radically alter the 
established course without 
seriously risking power limit 
their freedom of maneouver. 
Therefore, the chances are 
high that one or the other of 
options outlined above will 
in fact be tried, though in an 
incoherent, haphazard fiishion, 
dictated by short term exi¬ 
gencies rather than long term 
calculations. Fortuitous con¬ 
junction of circumstances may 
in some cases give a decep¬ 
tive impression that problems 
are being .successfully over¬ 
come. But sooner or later the 
internal contradictions in¬ 
herent in such an approach 


break through the surface, 
and the abiding nature of the 
malaise reasserts itself with 
ever increasing force. And as 
the make-shift remedies are 
seen to be ineffective and 
frustrations mount more des¬ 
perate measures arc sought. 
]t is only a matter of time 
before the powers-that-be attri¬ 
buted sinister motives to those 
who articulate frustrations and 
take recourse to coercive mea¬ 
sures in the name of preserving 
law, order, progress and in¬ 
tegrity of the nation. One 
can see this kind of tendency 
operating not only in India, 
but in many parts of the deve¬ 
loping world. 

Thus there are strong forces 
pushing the country towards 
an authoritarian regime. The 
technology for running a coer¬ 
cive regime has indeed attain¬ 
ed frighteningly cfheient levels 
and the process of refinement 
continues. But this fact alone 
does not guarantee the survival 
of such regimes. It is also 
essential that power be ex¬ 
ercised by an internally cohe¬ 
sive group or a coalition of 
groups with common interests, 
or at least interests which do 
not clash. One has therefore 
to evaluate the probabilities 
of this condition being 
fulfilled. 

Spurious Arguments 

A small, determined group 
can, of course, acquire authori¬ 
tarian power (sometimes with 
distressingly surprising ease) 
in the guise of protecting the 
polity from imminent internal 
upheavel or external aggres¬ 


sion. But in order to survive 
for any length of time, the 
regime should be able to get 
various regional and class 
interests to acquiesce and even 
support the exercise of 
repressive power. This seeirr Z' 
possible only if the “emer¬ 
gency” is credible both in 
magnitude and duration or the 
regime is able to give a power¬ 
ful ideological motivation on 
which the principal power 
groups in the existing order 
can come together or the re¬ 
gime effects drastic reordering 
of the socio-economic arrange¬ 
ment whereby it destroys the 
existing power centres and 
builds entirely new ones based 
on mass support and parti¬ 
cipation. 

Cosmetic Changes 

None of these conditions 
seem to be met in the Indian 
situation. The argument of 
an internal or external threat 
cannot remain credible for 
any length of time. The ideo¬ 
logical basis of policy remains 
as week and inchoate as 
ever. Changes being made are * 
essentially of an ad-hoc nature, 
cosmetic rather than funda¬ 
mental. Indeed there is no 
indication of any systematic 
reassessment of strategy. Of 
course there is little predilec¬ 
tion to even touch the deeper 
social problems. The re¬ 
cent improvement in economic 
performance is partly fortui¬ 
tous resulting from a good 
monsoon. It is a matter of 
lime— a, few years at most— 
before the familiar problems, 
slow growth, inflation, and 
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exchange shortage!;, reassert 
themselves with force. So will 
the conflicting interests with¬ 
in the power groups (farmers 
vs. the urban population, 
organized labour vs. emplo¬ 
yees, public and private sec¬ 
tors). Under these circum¬ 
stances and given the ex¬ 
ceptional heterogeniety of the 
Indian elite, it is highly im¬ 
probable that the various 
groups now in power could 
form stable alliance, with 

commitment to common 
objectives strong enough to 
wield authoritaran power in a 
centralised fashion. 

Should the groups in power 
persist on their present course 
unmindful of these considera- 
toins—as they well mighl- 
the country mighi find itself 
on one of the following cour¬ 
ses. First, the regime might 
use central power without any 
restraint to suppress discon¬ 
tent. Since this would effecti¬ 


vely close other avenues for 
venting grievances secession 
might become an increasingly 
attractive alternative, especi¬ 
ally in the peripheral parts of 
the country. 

The second possibility is 
that the regime may relax 
the authoritarian excesses 
as the economic situation 
appears to improve. But since 
the “improvements” iire tran¬ 
sient and leave the basic pro¬ 
blems untouched, it is only a 
matter of time before frust¬ 
rations and discontent vent 
themselves demanding “firm” 
measures once more. This is 
likely to be a repetitive pro¬ 
cess with relaxation following 
repression, and each succes¬ 
sive phase calling for greater 
repression. The eventual out¬ 
come will be rathei as in the 
first scenario, except that it 
may lake much longer to 
come about. 

A third possibility is that 


the ruling groups will work 
out an arrangement whereby 
the exerci.se of authoritarian 
power itself is decentralised 
so that the regional elites are 
able to share in the spoils 
of the system. Such an evo¬ 
lution seems probable be¬ 
cause the Congress (f) as the 
principiil national parly pro¬ 
vides a framework in which 
central authority and regional 
forces can work out mutually 
acceptable arrangement for 
sharing power. This seems the 
most likely direction in which 
the situation will evolve. But 
so long as regionalism per se 
remains a strong force (as it 
indeed is in some parts of the 
country) and important foci 
of power (regionally or class- 
wise) are not satisfied with 
their share (which seems in¬ 
herent in the nature of things), 
this arrangement is unlikely 
to be viable either. 

Whichever way one looks at 


1 

it, the present attempts to j 
enforce order and discipline ' 
without tackling the deeper 
cause of unrest are doomed^ 
to failure. They contain the 
seeds of their own dcstruojt 
tion. However, few arc cheer-, 
cd by this conclusion becaui^l 
the failure of authoritarianism| 
may also involve the disin-»1 
tegration of the country, and| 
because the end is not within 
sight and may not come forS 
a long time. That the change- 
over in 1975 was accompli-ij 
shed with such distressing ease| 
and opposition died down so i 
swiftly, causes despair. These 
reactions are, however, ex-.\ 
aggerated, though for under- ^ 
standable reasons the changes'] 
were so unexpected and trail-'J 
matic that a certain loss of 
perspective is inevitable. 

liven if one accepts this,; 
line of reasoning, there is 
still the problem of how the 
secular trends toward polari-. 
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THE METTUR CHEMICAL AND INDUSTRIAL 
CORPORATION LIMITED 

METTUR OAM-636 402 (TAMIL NADU) 
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Large Scale Manufacturers of 


Caustic Soda (Commercial 
and Rayon Grade : Lye, 
Solid and Flakes) 

Stable Bleaching Powder 
Liquid Chlorine 
Hydrochloric Acid 
Potassium Chlorate 
Calcium Chloride 


Sulphate of Alumina 
Methyl Chloride 
Methylene Chloride 
Carbon Tetrachloride 
Chloroform 
Ethyl silicate-40 
Silicon Tetra Chloride 
Chlorinated Paraffin Wax 
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t^tion could be turned to 
'practical advantage by various 
elements. Definite answers arc 
not possible, but some caveats 
are in order. First, neither ?icts 
of individual defiance nor re¬ 
course to massive and violent 
< confrontation hold any chance 
of success. Only organised, 
well directed effort, combining 
strategic clarity with tactical 
suppleness has some hope. 
Second, the opposition ele¬ 
ments are much too fragment¬ 
ed, to be effective, A coalsing 
of these elements requires that 
the leftist viewpoint is stripped 
to its essentials, reformulated 
in a simpler form tailored 
reflect the Indian reality. The 
propensity of leftists to sterile 
and theological polemics has 
surely limited their effective¬ 
ness in the past. 

There is in fact a great gap 
between th intellectuals and 


the people whose cause they 
purportedly espouse the two 
live in very different worlds, 
and speak very different 
languages. Since ideas can 
have little mass impjict unless 
they are translated in terms 
which people can understand, 
and since what constitutes the 
appropriate tactic calls for a 
great deal of knowledge and 
insight of the grassroots, a 
conscious effort has to be 
made to intensify communi¬ 
cations and cultivate closer in¬ 
teraction between intellectual 
and the indigenous political 
leaders. Without this bridge, 
ideas have little operational 
value and politicians act with¬ 
out any coherent framework 
of ideas. It would of course 
be ideal to have a Gandhi who 
can achieve a fusion of ideas 
and mass action by himself, 
but since such phenomena can¬ 
not be willed into existence, 


one has to make-do w'ith other 
means. 

The intellectuals also need 
to re-evaluate their ideas on 
such basic question as the 
role of nationalism, language, 
and the type of development 
which is appropriate for 
India. In the past they have 
tended to be disdainful of 
nationalism when in fact it 
should have been consciously 
exploited; they have tended to 
take an ambivalent attitude 
to the question of language, 
and cerlainly they have done 
little to develop indigenous 
languages and make them 
effective vehicles for education 
and mass communication; 
and, they like most other, 
have tended to view progress 
in the stereo-type of industria¬ 
lised countries. The possibility 
that the patterns of consum¬ 
ption, technology and or¬ 


ganisation in the industralised 
countries may not be appro¬ 
priate for a country of India’s 
resource endowments rela¬ 
tive to population has not 
been considered; much less 
have they addressed themselves 
to the question as to what the 
appropriate forms might be. 

All this does not add up 
to a political strategy. They 
are but some of the first 
steps towards making pro¬ 
gressives a more cohesive force 
with a clearer sense of pur- 
po.se and direction. Lacking 
these there is little chance of 
achieving the widely shared 
ideal of an egalitarian society 
where everyone has a decent 
life. Even with these, success 
will not be achieved easily or 
soon. But without hope, and 
patience, nothing will be 
achieved. 




The prevailing critical power situation in this State is a matter of grave concern for all. We are quite 
aware of the suffering of the people of the State. Wc arc making concerted efforts to resolve the 
crisis, to alleviate the suffering of the people. We are trying to increase generation at Santaldih and 
Bandel. We are on the alert so that the power projects under construction such as Bandel 5th unit 210 MW, 
Kolaghat 3x210 MW units, Santaldih 4th unit 120 MW undergo a rapid progress. The above units, 
when completed, will add to our present generating capacity of another 960 MW of electricity. Further 
we have prepared a Project Report for a further 630 MW of power at Kolaghat; which is now under 
consideration of the Central Government. Considering the pressing urgency within a year 5 Gas Turbine 
generating units have already been commissioned to reduce the energy shortfall. Without these the situa¬ 
tion this year would have been more critical. 

In the past due to shortage of fund and resources power generation in this State could not be augmented. 
Now wc are determined to remove all these obstacles. Our planning is for ihc future need of more and 
more power. Action has already been initialed to harness more hydel power from rivers in the hills in the 
northern part of the State. 

New transmission and distribution lines arc being laid throughout the State to bring power to the door¬ 
step of the consumers. To make WBSEB viable to serve the people effectively, certain administrative and 
technical measures are being taken. 

In all our efforts, we are confident of your support. And your understanding. 

Geared to the need of more power 

WEST BENGAL STATE ELECTRICITY BOARD 
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SILICON METAL 

Indian Metals & Ferro Alloys Limited is the 
only producer of Silicon Metal in the 
country. Vital in aluminium die castings, 
electronics and other important industries. 
Silicon Metal has also earned considerable 
foreign exchange by way of exports. 

FERRO SILICON 

IMFA pioneered the production and exports 
of Ferro Silicon in this country.The achieve¬ 
ment in exports secured against stiff global 
competition won IMFA the prestigious 
Export Promotion Award. 

SILICON CARBIDE 
Indian Metals & Carbide Limited, a subsi¬ 
diary of IMFA. isthefirstto produce Silicon 
Carbide with Indian know-how. With 
foreign collaboration IMCL will soon grow 
to be the largest producer in this field and 
face global competition from a position of .. 
new strength. || 

PIPES & TUBES r 

A subsidiary of IMFA. Kalinga Tubes 
Limited, is the first producer of steel Pipes 
and Tubes in India. The quality of Kalinga 
Tubes combined with IMFA's professional L. 
management have won large export con- F 
trscts. 

STEPPED TUBULAR STEEL POLES 

Kalinga Tubes is also the first to produce L 
single piece Stepped Tubular Steel Poles r 
for use in street lighting and transmission 
of power. Large quantities of these special 
poles have been exported to Middle East 
and other countries. L. 
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INDIAN METALS & 
FERRO ALLOYS LTD. 

Bhubaneswar-751 010 

KALINGA TUBES 
LIMITED 

Bhubaneswar-751 010 _ 

INDIAN METALS Er 
CARBIDE LIMITED 

Bhubaneswar-751 010 
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Kiv comes from F.CM,. 
pioneers and leaders in 
the field of ek^tronics 
technology. The 
continuous research at 
BCIL keeps Q^tv abreast 
of alt the lawst 
breakthroughs In TV 
technology. Which makes 
O^lv the most ivanred TV 
set in the country. 


Electronics Corporation of India Limitacl 
Hydarabad-BOO 762 

EStV-ci/i unbeatable product leadership sustained by superior technology. 
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Agriculture ; The Tasks Ahead 

A. S. Kahlon 


Indian agriculture can be made more profitable by reducing 
the cost of production through more effective use of material 
inputs and a better balance between material and non-material 
inputs. The extent of efficiency of material inputs can be 
increased with the improvements in the level of skills and 
managerial competence of farmers^ says the author who is 
Chairman, Agricultural Prices Commission of the Government 
of India. As for agricultural marketing, he stresses that effort 
should be made that the actual farmer derives the benefit from 
price support policies instead of the trader. It is important to 
open another demand dimension by growing for export rather 
than exporting whatever is surplus. 


■ The year 1979-80 being one of 
the worst drought years in the 
history of Indian agriculture, 
the performance of the agri 
cultural sector of our economy 
during the favourable year of 
1980-81 can be better compa¬ 
red with the trend-line esti¬ 
mates of agricultural produc¬ 
tion for 1979-80 or with the 
realised production levels of 
the good crop year of 1978-79. 

The total kharif foodgrains 
production at 80 million tonnes 
in 1980-81 exceeds the trend- 
line estimate of about 78 mil¬ 
lion tonnes for 1979-80 and is 
1.9 million tonnes higher than 
the peak harvest of 1978-79. 
Total foodgrain target for 
’ 1980-81 is fixed at 135 million 
tonnes as against a record level 
of 131.9 million tonnes achiev¬ 
ed in 1978-79. 

Again, production of cotton 
is estimated to exceed the re¬ 
cord line of 80 lakh bales in 
1978-79 and 73.4 lakh bales 
of trend-line estimate for 1979- 
80. The progress in the case 
of jute is even more significant 
in as much as production is 
I estimated at 81 lakh bales 
^ against 75.4 trend-line estimate 


for 1979-80. In the case of 
oilseeds, the target is set at 
110 lakh tonnes for 1980-81 
against the trend-line estimate 
of 93.2 lakh tonnes for 1979- 
80. Again, 14 million tonnes 
target for pulses for 1980-81 
exceeds trend-line estimate for 
1979-80 by 23.9 million tonnes. 
Thus, in the case of most of 
the agricultural commodities 
the performance in 1980-81 is 
likely to show improvement 
over the peak harvest of the 
past year, except in the case 
of sugarcane where the estima¬ 
ted production of 152 million 
tonnes falls much behind the 
trend-line estimate of 175.80 
million tonnes for 1979-80 and 
about 177 million tonnes of 
actual production achieved in 
1977-78. 

The future of Indian agricul¬ 
ture largely depends upon how 
much progressive, produc.ivc 
and profitable it becomes in 
the years to come. In spite of 
the recent emphasis on diversi¬ 
fication of agriculture, most of 
the farmers, by and large, con¬ 
tinue to concentrate on crop 
enterprises. And the package 
of recommendations put out 


for the farmers mostly includes 
recommendations on improv¬ 
ed methods of production and 
practices associated with the 
crops. Depending upon the 
resource endowment of dilfe- 
rent farm organisations, includ¬ 
ing the managerial competence, 
the farmers should be helped 
to develop an optimum combi¬ 
nation of crops, dairying, poul¬ 
try, sericulture Rnd other spe¬ 
cialised enterprises and the 
package of recommendations 
shemid include improved prac¬ 
tices associated with all these 
enterprises. Care should be 
taken that ihesc packages are 
not only technically but also 
economically sound. 

Optimum Combination 

This approach of the fai - 
mers raising optimum combi¬ 
nation of crops and livestock 
enterprises should increase 
their income from the total 
farm organisation. Also, live¬ 
stock production and dairying 
programmes should he viewed 
more as an eUcclive instrument 
of social change through sup¬ 
plementing the income and pro¬ 
viding a large scope for employ 
ment to the weaker sections 
of the people in rural areas. 

One of the serious threats 
to the profitability of Indian 
agriculture emerges from the 
rising cost of production over 
the years. Wiih the adoption 
of HYV and hybrids, cost of 
production should have come 
down, atleast in the case of 
such crops where production 
function has shifted upward 
and to the right. This docs 
not seem to have happened. 


For example, at the currej| 
input prices, the cost of pri^ 
duction of wheat per quitybi 
in the agriculturally advanoiM 
States of Punjab and Haryaj^ 
rose from Rs 61.04 and li| 
48.10 in 1970-71 to Rs 108. “ 
and Rs 104.01 per quinti 
respectively, in 1977-78. 
similar upward trend was 
served in tb*' cost of product 
tion of paddy over tirre in tM 
major paddy growing State$i 
1 or instance, at current pricesj 
the cost of production at 
paddy per quintal climbed 
from R-i 51.53 in 1971-72 tq 
Rs 88.36 in 1978-79 iH 
Andfira Pradesh, from Rs 53.47 
in 1971-72 to Rs 90.79 in 1976:i 
77 in Tamil Nadu and front 
Rs 54.15 in 1971-72 to Rs85.31 
in 1976 77 in West Bengali 
Other crops are no exceptioni' 
In the case of jute, cost of pro-j 
duction rose from Rs 103.43^ 
in 1973-74 to Rs 165.95 perl 
quintal in 1977-78. In the?: 
case of cotton, it increased tol 
Rs 225.95 per quintal in 1975-| 
76 from Rs 149.19 in 1972-71/ 


Mitigating Factor ^ 

'fhc only mitigating factofi^' 
would b." for the co.t of prorl 
duction jier quintal to declm^-| 
at constant input prices. PoM 
this purpose, the cost series 
current prices were deflate^> 
by an appropriate input prici^rif: 
index scries to get the constaaf;v> 
price cost scries. The inpulrs:; 
price indices were constructe^;^ 
as composite indices of various/ '' 
input price indices, using ap*] 
propriate weights based on thfe;^ 
share of different inputs in th^; 
total cost of production which 
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Ramagundam 



In tha faoa of atiff global 
compatition, BHEL secured 
successive orders for the 
Singrauli, Korba and 
Ramagundam Super ) 
Thermal Power Stations. 

• 13 Nos. 1800KW. 
500RPM. SP/OP Motors 
for Singrauli 

9 14 Nos. 685/1025 KW, 
500 RPM.SP/DP Motors 
for Korba 

7 Nos. 1325 KW, 500 
RPM,SP/0P Motors for 
Ramagundam. 
earlier BHEL bed already 
supplied 13 Not. 1500 KW 
Vertical Motors to 
ahusawal ft Kudremukh 
Projects and doians of 
other Vertical Motors to 
.arious power stationi. 


* Tailor made to suit 
specific requirementa. 
and conforming to IS 
325/BS 2613. 

* Fitted with pad type 
thrust and guide 
bearings (Angular 
contact or spherical 
roller bearings could 
alto be provided). 

* Class 'F* insulated. 

« Available in 8P/OP« 

CACWftCACA 

Enclosures. 

BHEL's Motor 

manufacturing Divisions al 
Bhopal. Hardwar ft 
Hyderabad have already 
supplied about 20.600 Nos. 
of AC ft DC Motors for 
various applications and 
these include 2 Nos. 

12500 KW horizontal 
motors for Bhilai Steel 
Plant. 2 Nos. 9000 KW 
motors for BALCO ft 
4000 KW Boiler Feed Pump 
Motors for various power 
stations. 



for your requirements please contact 
6r. Manager (Motors) 


{Meiteafng ft SMee INeWoiil 
MewOMHeoee. 


27. Barakhamba Road. 

New Delhi-110 001. 

Regd. Office : 

18-20. Kasturba Gandhi Marg>. 
New Delhi-110 001. 
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varied from crop to crop and 
State to State. 

The table below shows the 
rising cost of production of 
wheat per quinta] at constant 
prices, a steadily rising input 
price index during the iirst 
part of the decade with 
a quantum jump in 1974-75 
owing to a steep rise in 
the prices of fertilisers and 
other petroleum products. 
During the second half of the 
decade, though fertiliser prices 
were brought down in stages, 
the overall input price index 
showed only a slight decline. It 
will be seen from this table 
that the cost of production of 
wheat per quintal at constant 
prices did not show any clear 
trend, neither upward nor 
downward. In fact, most of 
the variations in unit cost of 
production could be explained 
in terms of yield fluctuations 
over the years. For example, 
the lowest wheat cost in Punjab 
of Rs 49.25 in 1974-75 at cons- 
stant input prices corresponded 
to the yield level of 27 quintals 
per hectare; in the subsequent 
two years the cost levels in¬ 
creased mainly owing to re¬ 
duced levels at 23.11, and 22.74 
quintals per hectare respec¬ 
tively. However, the constant 


cost per quiaia] ef Rs 64.74 
against the yield level of 22.61 
quintals per hectare in 1977-78, 
and Rs 59.65 in 1978-79 corres¬ 
ponding to a yield level as 
high as 27.49 quintals per hec¬ 
tare, are clear cases of escalat¬ 
ed resource cost in wheat pro¬ 
duction in Punjab. 

A similar disturbing trend 
was observed in the case of 
Haryana during 1976-77 and 
1977-78, where yield level 
remained at around the 1975- 
76 level of 23 quintals per 
hectare, but the real cost 
increased from Rs 49.32 per 
quinta] in 1975-76 to Rs 67.58 
and Rs 62.24 in the subsequent 
two years. It is evident that 
in the absence of a secular in¬ 
crease in productivity, it would 
be difficult to establish a defi¬ 
nite trend in unit cost of pro¬ 
duction even at constant input 
prices. All-out efforts should, 
therefore, be made to stabilise 
higher levels of productivity in 
the years to come. Otherwise, 
India’s agricultural economy 
will become a real high cost 
economy and margins of profit 
will be completely eroded. 

It is evident that Indian 
agriculture could be made 
more profitable by reducing 


the cost of production through 
more effective use of material 
inputs and a better balance 
between mctcrial and non- 
material inputs. This has be¬ 
come highly important in the 
context of steeply rising energy 
input costs and increasing con¬ 
sumption of non-rencwablc 
forms of energy. Research 
studies show that in the Indian 
situation, only 25 to 30 per 
cent of nitrogen applied to 
low land paddy is utilised. In 
the case of wheal, the loss is 
as much as 50 per cent. Fffi- 
ciency of fertiliser use largely 
depends on the pre ence of the 
critical factor of irrigation. It 
is, however, not enough to 
grow high-yielding varieties or 
expand area under irrigation. 

Even within the irrigated 
areas, wheat yields varied from 
1.5 tonnes pzr he:tare to three 
tonnes per hectare. This means 
that, in addition to the adop¬ 
tion of fertiliser responsive 
high-yielding variclies, such 
agronomic practices as proper 
seed bed preparation, timely 
application and proper place¬ 
ment of inputs, particularly 
deep placement of urea, effi¬ 
cient water use, scientific sys¬ 
tem of cropping and high 


managerial skills makea sigik^ 
ficant difference to the profit^ 
ability of fertiliser and othe 
key inputs used in the farn 
organisation. ; 

Studies at ICR IS AT shqli 
that substantial profits cal 
be made by improved fertilil] 
ser application combined wit| 
broad ridges and furroWPj 
both with local and improvelt 
varieties, but more so with ioi^ 
proved ones. If any of 
improved farm practices Of 
improved methods of produ^ 
tion is missing in the systens^ 
returns to investment will bf 
reduced. For example, fert^ 
User application to cotton ailS 
oilseed crops, in the absence 
of integrated pest control mea^ 
sures, will perhaps never pa> 
or at best yield less than op* 
linium results. There is, there* 
fore, an urgent need for treat 
ing the modern technologica 
inputs as a c omplete package, 
if farmers’ acceptability q) 
fertiliser is to be assured on at 
economic basis. In fact, tin 
solution lies in promoting inte 
grated nutrient supply systofli 
by better and increased mob) 
lisation of organic and non 
fertiliser resources in order 
supplement and optimise usf 
of chemical fertilisers as alsi 


Cost of Production of Wheat at Constant Input Prices 


Year 


PUNJAB 



HARYANA 

- '1 

Cost C 
per qtl. 
at Current 
Price (Rs) 

Input 

Price 

Index 

Cost C per 
qtl. at 
Constant 
Price (Rs) 

Yield 

per 

Hectare 

(Qtls.) 

Cost C 
per qtl. 
at Current 
Price (Rs) 

Input 

Price 

Index 

Cost C per 
qutl. at 

Constant 

Price (Rs) 

Yield J, 

- iV 

per 

Hectare^ 

(Qds.) k 
_ 

1970-71 

61.04 

95.7 

63.78 

24.40 

48,10 

94.7 

.M).79 

'"'a 

22.74, ^ 

1971-72 

59.71 

100.0 

59.71 

26.43 

49.53 

100.0 

49.53 

20.98 

1972-73 

67.10 

104.6 

64.15 

22.66 


103.3 


** 

1973-74 

74.34 

118.6 

62.68 

24.87 

74.^3 

118.7 

63.04 

17.00 t 

1974-75 

87.76 

178.2 

49.25 

27.00 

85.65 

173.7 

49.31 

21.68 1 

1975-76 

99.45 

173.3 

57.39 

23.11 

83.65 

169.6 

49.32 

23.25::-;i 

1976-77 

101.39 

169.1 

59.96 

22.74 

114.07 

16S.8 

67.58 

23.37. •' 

1977-78 

108.57 

167.7 

64.74 

22.61 

104.01 

167.1 

62.24 

23.13 , ; 

1978-79 

101.45 

169.5 

59.85 

27.49 


170.8 
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maximise the efficiency of 
[plErtiliser use. 

I This approach of organic 
; |arming has become necessary 
^cause >^ith the sharp rise in 
the price of oil, modern agri- 
, Ittitural operations have come 
toder heavy cost pressure. In 
production of chemical 
fertilisers is heavily energy- 
rented, based as it is on oil 
b feedstock. Again, the 
; inergy needed by agriciil- 
that is becoming increas- 
- Ihgly mechanised is also heavi- 
y oil-based. In this context, 
Irganic fertilisers will assume 
“jiritical importance with the 
''^sfige of time. There is evi- 
j^ce to show that organic 
.inures and judicious crop 
.iii^tations can produce rich 
llgrvests and contribute to le- 
^uetton in costs and increased 
profitability from ftirming. The 
Imperatives of the situation 


demand that organic farming 
is fully integrated into the 
future production programmes 
of the country. 

Water control and water 
management will perhaps be¬ 
come the most limiting factor 
to the future development of 
agriculture. It is, therefore, of 
primary importance to con¬ 
serve water by arresting the 
run-off through series of check 
dams or percolation ponds so 
that irrigation coverage and 
intensity could be increased. 
A high priority need to be 
accorded to the improvement 
of the efficiency of tank irriga¬ 
tion systems since it would 
have a much better pay off. 

Again, in situations where 
machinery and energy costs 
account for a substantial 
percentage of the production 
costs, ill-matchcd prime-mover 
machinery system and empha¬ 


sis on conventional standarcis 
of cultural practices which 
may have little bearing on 
production, lead to excessive 
expenditure on machine opera¬ 
tions. There is, therefore, defi¬ 
nite scope for reduction in pro¬ 
duction cost via rationalisation 
of machine operations. This 
would require effective pro¬ 
grammes of farmers’ training 
and quality control of agricul¬ 
tural equipment which have so 
far received inadequate atten¬ 
tion. 

The extent to which effici¬ 
ency of material inputs could 
be increased will depend upon 
improvement in the level of 
skills and managerial ability 
and competence of the farmers. 
The experiments on fhe mana¬ 
gement input to determine its 
impact on farmers’ fields in a 
pilot project at Hyderabad 
shov^ed that the yield of castor 


and pearl millets was almost 
doubled when both material 
inputs and management were 
at an optimum than when the 
material inputs were the same 
(optimum), but the manage¬ 
ment was at a low level. Every 
effort should, therefore, be 
made to reorient the extension 
education programme in the 
direction which builds up the 
skills of the farmer to be able 
to take up to more profitable 
enterprises in the dynamic 
context of changing agricultu¬ 
ral situation. 

A remunerative agriculture 
depends upon the efficiency of 
the marketing system. Market¬ 
ing problems have assumed 
critical importance today be¬ 
cause market technology has 
not kept pace with the pro¬ 
duction technology. Where¬ 
as systematic and concerted 
efforts have been made to 
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achieve a technologca] break¬ 
through on the production 
front, very little investment 
has been made to improve the 
market structure. In the ab¬ 
sence of a well-developed and 
scientifically organised market¬ 
ing system, it would become 
all the more difficult 1o sustain 
expanded levels of output, 
particularly when a poorly 
developed marketing system 
makes the price support policy 
ineffective. 

What is of crucial impor¬ 
tance is that such agricultural 
marketing improvement and 
investment programmes arc 
initiated which assure opti¬ 
mum return to the farmer lor 
making investment in yield- 
improving technology. 

FCI Network 

In the case of cereals, 
the Food Corporation of India 
has a network of purchase 
centres all over the country to 
be able to provide eflective 
support to procurement policy 
for grains. However, in the case 
of pulses and oilseeds, there 
is no effective public agency 
to control the highly sensitive 
and speculative character of 
these markets. As far back as 
1967-68, the Agricultural Pri¬ 
ces Commission in its price 
support policy recommenda¬ 
tion for groundnut had empha¬ 
sised that unless the Govern¬ 
ment had an adequate organi¬ 
sation, enabling it to buy on 
a large enough scale from the 
actual producer even in the 
remote areas, the implementa¬ 
tion of price support measures 
would, in practice, imply offer¬ 
ing protection to the traders 
rather than the farmers. It 
was only in the case of the 
well-organised regulated mar¬ 
kets that it could be argued 
that the benefits of price sup¬ 
port would reach the actual 
producer. Even here, instances 


existed where effective protec¬ 
tion was really preferred to 
the big farmers and traders 
who had already bought up the 
stocks of the small producers 
at depressed prices. Unless an 
adequate organisation existed, 
State intervention to keep pri¬ 
ces from falling below the 


floor would simply mean bail¬ 
ing out the traders. Since the 
Government did not have any 
crushing capacity of its own, 
the stocks of oilseeds, for 
instance, to be obtained 
would not be processed inde¬ 
pendently and would merely 
be held for subsequent distri¬ 


bution to the private oiU 
lers. This would tantamount1 
helping with liquidity the i 
lers and the traders. Price i 
port operations under the 
cumstances would prevent t 
lowering of oil and vana 
prices for the consumers wh 
yielding a better return to I 
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HFC 


a symbol of service 
to the farmers 


Hindustan Fertilizer Corporation—a 
Rs. 500 crore dedication to the farmers, 
geared to produce more than one 
million tonnes of fertilizer annually in the 
form of Ammonium Sulphate, Urea 
and complex fertilizers. Hindustan Fertilizer 
Corporation came into existence in 
April 1978. The Corporation has three 
Units at Namrup (Assam), Durgapur 
(West'Bengal) and Barauni (Bihar). 
Besides, a project at Haldia (West-Bengal) 
is in an advanced stage of completion- 
On completion of the Haldia project HFC will 
also be producing Methanol and Soda 
Ash, two important basic chemicals for 
the industry. 


HINDUSTAN FERTILIZER 
CORPORATION LIMITED 

'Madhuban* 55, Nehru Place, 

New Oelhi-110019. 
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iniders; the gain to the genuine 
dinners would be altogether 
feccrtain. Again, where regu- 
ated markets were weak or 
yd not exist, or the coopera- 
tve movement was not orga* 
used on sound lines, a large 
ih>portion of the price paid by 
he millers tended to be skirn- 
aed off by the intermediaries. 
Vith price support operations, 
h a period of ovcr-produc- 
ion, this proportion might 
ven go up. 

That the extension of price 
upport policy to oilseeds has 
lOt yet succeeded in relieving 
he country of oil shortages is 
.ttributable, to an extent, to 
he absence of a public agency 
0 back up the oilseeds deve- 
opment programme with pur- 
hases at assured prices. A 
lolicy of fixing only the mini- 
Qum support price for these 
ommodities is not sufficient 
0 induce the farmers to ex* 
land acreage and augment 
iroduction of these crops, 
following the experience of 
irocurement purchase policies 


that have emerged in the case 
of wheat, rice and cotton, it 
would appear that there is an 
urgent need for the Govern¬ 
ment to take a policy decision 
to extend to these commodi¬ 
ties, a suitable procurement/ 
purchase policy. This will set 
the stage for the Agricultural 
Prices Commission to deter¬ 
mine procurement / purchase 
prices for these commodities. 

Again, in the case of jute, 
the fact that jute prices fell 
below the statutory minimum 
even in the secondary markets, 
in 1980-81, shows how weak 
the market structure is for this 
fibre. Hven the secondary mar¬ 
kets are not regulated in the 
jute growing States. Effective 
steps must be taken to regu¬ 
late these markets. And to 
make the jute price policy 
really effective, it would be 
necessary for the Jute Corpo¬ 
ration of India to expand its 
operations so as to have a 
commanding influence on the 
markets. Similarly, for the 
Cotton Corporation of India to 


play its role effectively in the 
stabilisation of cotton prices, it 
has to purchase at least 25 to 
30 per cent of lotal cotton pro¬ 
duction, and the corporation 
needs to be equipped accor¬ 
dingly. In other words, the ins¬ 
titutional structure involved in 
the marketing of agricultural 
produce has to be consider¬ 
ably strengthened to ensure 
that the farmers get at least the 
minimum support prices fixed 
by the Central Government. 

Again, an adequate market 
structure is a pre-requisite for 
the success of dairy, poultry 
and horticultural enterprises. 
With the focus shifting on 
diversification of agriculture, 
it is highly important that ade¬ 
quate market infrastructure is 
built for marketing of milk, 
fruits, vegetables and poultry 
products. In the absence of 
an improved marketing system, 
a crop enterprise may not fail, 
but dairy, poultry and horti¬ 
cultural enterprises will never 
succeed. 

Now that a technological 


breakthrough is available both 
in wheat and paddy produc¬ 
tion, a positive interaction of 
price support policy with the 
process of technological deve¬ 
lopments of crops, should 
help India become one of the 
main grain powers of the world. 
As production of these grains 
expands, it would exert a 
dowoiward pressure on the 
prices. It is, therefore, neces¬ 
sary to open another demand 
dimension by exporting these 
grains to the neighbouring 
countries and other foreign 
markets, l or this purpose, it 
is highly important to plan 
and produce such varieties and 
grades which can readily find 
a market. In fact, now that 
the supply situation is confort- 
able in the case of cotton, 
jute and tobacco, the principle 
of specifically producing sche¬ 
duled quantities for the foreign 
markets lathcr than exporting 
what is available in excess in 
the country, should form an 
integral part of agricultural 
production and long-term ex¬ 
port policy of the country. 
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Not many companies feel thet 
wey. 

But Escorts does. 

' Thet's because Escorts believes 
in a philosophy that has become 
a discipline with them. 

Thet of sharing. And of 
interdependence. 

A belief that has led to growth 
and development in the small 
scale sector 

Today. 70% of the components 
of all major Escorts products are 
made by over 2000 ancillary 
suppliers from all over the country 
—the Company having provided 
technical as well as financial 
assistance when needed. 


but it is broadening the 
induatnal base of the nation in tho 
transfer of technology and 
professional management 

And now. when Escorts looks at 
the encouragement it has given 
Its fellow countrymen in the small 
scale sector, it only deepens the 
Company's determined belief 
that a job 'half done' this way is 
a job well done 

Indeed, in whatever Escorts 
does, it remains committed in 
continuing its role of leadership 
—in full co-operation with 
national needs 

It has been a company steered 
by one guiding spirit all through 


This has helped the small scale 
sector to mass-produce and 
specialise, with many of these 
manufacturers even exporting 
quality components to 
industrialised countries. 

This policy of 'Interdependence* 
is paying off in a big way. 

Not merely is it e socio* 
economic concept of business. 


the years. 

The spirit of Enterpnse. 

‘t' 

^ESCORTS LIMITED 

Ibday's symbol of Divorsificatioa 
Of Endtavoui. And of Eniofprisa. 
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Industrial Policy ; An Overview 

C. Balakrishnan 


The seventies had proved a decade of distrust for Indian industry. 
A whiff of fresh air has been provided by the recent steps at 
liberalisation of licensing and other controls by the Government. 
Yet it has not been hold enough to dismantle the outmoded con¬ 
trols arul regulations that are hampering industry. The author 
who is connected with the Associated Chambers of Commerce 
jtud Industry of India advises that the reconmendatiom submit¬ 
ted by an expert committee of industrialists in 1979 for tuning 
up the economy should be accepted and implemented. The views 
e\pressed by the author do not necessarily present those of the 
organisation with which he is associated. 


Tm- PRKSENT Indian economic 
scene reveals a varying picture 
df prosperity and crisis. The 
economy is beset with quite a 
few serious problems making 
future development appear to 

bleak. The deficiencies have 
; been so pervasive that the 
Gross National Product recor¬ 
ded a decline by more than 
3 per cent in 1979. Both agri¬ 
cultural and industrial produc¬ 
tion had diminished. The 
growth in key industries like 
steel, cement and fertilisers 
was only negligible. The gene¬ 
ral price level shot up by more 
than 20 per cent, with prices of 
essential commodities record¬ 
ing a sharp increase. The size 
loir the trade gap threatened to 
Viden even further and Indian 
'exports did not pick up at a 
time when her import bill for 
petroleum products alone was 
mounting up on account of 
OPEC decision to raise prices. 
The industrial relations climate 
was totally vitiated. Infras¬ 
tructural bottlenecks assumed 
a strsjinglehold on both pro¬ 
duction and movement of 
essential inputs as well as in¬ 
dustrial and consumer pro¬ 
ducts. 

Nevertheless, as against the 


adverse factors indicated 
above, there have been a few 
counterbalancing forces at 
work and I he year 1*^80 regis¬ 
tered improvements in many 
facets of the economy. The 
bumper agricultural harvest, 
in kharif crop alone, is expec¬ 
ted to yield 80 million tonnes 
exceeding the peak of 78 mil¬ 
lion tonnes in the year 1978- 
79. Increase is expected in the 
rabi crop and also in the com¬ 
mercial crops and agricultural 
production on an average can 
be expected to be up by over 
10 per cent. The improvement 
in the field of industrial rela¬ 
tions has been another very 
positive development. 

At a recent mid-year review 
of Indian economy a dominant 
point which emerged at the 
discussion was that the basic 
parameters underlying the 
Indian economy have remain¬ 
ed constant for nearly 30 years 
with just one exception. Thus, 
in spite of steadily increasing 
savings and investments from 
10 per cent to 20 per cent, the 
economy had only an average 
achievement of a rate of 
growth of 3.5 per cent. Again, 
in spite of steady increase in 
area under irrigation and 


also in fertilizer consumption, 
the growth in agriculture re¬ 
corded only an average of 2.7 
per cent. The share of invest¬ 
ment amongst the various sec¬ 
tors have also invariably re¬ 
mained constant over the past 
five Plan periods as also the 
proportion of people below the 
poverty line. The only parame¬ 
ter that changed over the past 
30 years is the performance 
of industrial sector which re¬ 
corded a 7-8 per cent annual 
growth in the 50s and 60s, re¬ 
ceiving a setback in the 70s 
when it declined to 4 to 5 per 
cent. These have led to a grow¬ 
ing sense of fatalism about 
the ‘inevitability’ of the growth 
rate remaining at this poor 
rate and the disquieting feeling 
that it would perhaps be diffi¬ 
cult to alter this rate of growth 
in the coming years. 

It would be interesting at 
this stage to consider the fac¬ 
tors that contributed to the 
substantial rate of growth in 
the fifties and sixties and the 
deceleration subsequently. 

Mahalonobis Model 

At the beginning of the 
Second Eive-year Plan, to be 
precise, heavy industrialisation 
based on the Mahalonobis!an 
model of growth was accepted 
as the long-term growth objec¬ 
tive, Investment was concen¬ 
trated on steel and heavy engi¬ 
neering sector. With the 
formulation of Ihc Plan, the 
Government announced also 
its Industrial Policy Statement 
in 1956, which clearly ear¬ 
marked the spheres of opera¬ 
tion between the public and 
private sectors. Industry accep¬ 


ted with grace the Govern¬ 
ment’s industrial policy in the 
context of the socialistic objec¬ 
tive and fully cooperated to 
ensure smooth working of the 
mixed economy concept. Even 
though the insurance compa¬ 
nies and the Imperial Bank 
were nationalised, ample free¬ 
dom of operation was there 
for the private sector. Govern¬ 
ment too embarked upon a 
number of major industrial 
projects and these along with an 
expansion programme for rail¬ 
ways, acted as growth leaders 
in the economy. 'Fhc private 
sector utilising fully the op¬ 
portunities recorded a rate of 
growth of 8 to 9 per cent 
per annum during the years 
1956-65. 

Decade of Distrust 

The seventies, however, 
proved a decade of distrust 
and suspicion and the values 
cherished by the father of 
Indian Planning, Jawaharlal 
Nehru, were given up. Com¬ 
menting on this in 1974, Mr 
J.R.D. Tata said; 

“Jn negation of Jawaharlal 
Nehru's earlier pronourtcc- 
ments, major sectors of private 
enterprise, including air trans¬ 
port, banking, insurance, coal 
and copper were nationalised, 
all of them on confiscatory 
terms. The Constitution was 
amended again and again to 
subserve the economic poli¬ 
cies of Government wherever 
they were incompatible with 
the Constitution; fundamental 
rights were abrogated, culmi¬ 
nating in the 25th Amendment 
which abolished the very con¬ 
cept of compensation; whole 
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; areas of economic activity in 
which the private sector has 
always operated were denied 
to it or severely restricted; a 
formidable panoply of laws, 
regulations and controls over 
the operations of private sector 
companies was created and 
constantly expanded until 
owners’ rights and most of 
management’s freedom of ac¬ 
tion were extinguished. India 
became the most heavily taxed 
nation in the world and taxa¬ 
tion on individuals was made 
confiscatory; a virtually total 
Government monopoly of in- 
vestible and lendable funds was 
created by nationalising bank¬ 
ing and insurance; the private¬ 
ly owned funds so seized were 
used to acquire an ever-grow¬ 
ing share in the ownership of 
joint stock companies; a man¬ 
datory convertibility clause 
was attached to all term loans 
from financial institutions for 


the avowed purpose, 1 repeat, 
avowed purpose of bringing 
private sector enterprises un¬ 
der State ownership. 

'*As a result, in addition to 
the 50 per cent or so of in¬ 
dustrial and mining assets 
which Government have them¬ 
selves estimated will be under 
the direct ownership of public 
sector enterprises by 1980 or 
so, Government will have 
acquired, directly or through 
its agencies, so dominant a 
share in the ownership of pri¬ 
vate sector companies that 
anything up to 80 per cent of 
the country’s total industrial 
capital will belong to Govern¬ 
ment. Between such ownership 
and Government’s all-embrac¬ 
ing controls over the oi>eration 
of private sector companies, 
under which they are deprived 
even of such clearly manage¬ 
rial functions as the right to 
appoint their own top execu¬ 


tives and to fix their remune¬ 
ration. Government’s strangle¬ 
hold will then be so complete 
that, for practical purposes, 
private sector and, therefore, 
the mixed economy itself will 
have ceased to exist as an 
effective economic force.” 

The net effect of these fac¬ 
tors, taken together has been 
stagnation in industrial pro¬ 
duction. The basic problem 
of industrial growth today is 
the result of the investment 
‘famine’ of 70s resulting from 
the many policies and proce¬ 
dural restrictions introduced 
as a matter of State policy. 

However, in the present 
state of economy, one pro¬ 
mising feature of great signi¬ 
ficance continues to be its 
considerable and continuing 
inherent strength and resi¬ 
lience despite many flaws and 
everything will depend upon 
the effective manner in which 


the present forces ai« harnes¬ 
sed and directed. 

Such a stimulus can be f 
provided only through a pro- \ 
gressive dilution and ultimate 
abandonment of many of the 
existing restrictive policy 
measures which had justifi¬ 
cation at the time of their 
introduction owing to cons-. 
traints on resources but have 
lost their relevance in the 
light of increasingly improved • 
resource position. Therefore / 
the first and the foremost 
requirement is an accelerate!''| 
policy review. 

Industry hiis been repeatedly 
pleading for realism in this 
regard and it is heartening 
that a fresh look is being given 
in respect of many policy 
matters and quite a few rela¬ 
xations have been announced 
by the Government 

Thus, while presenting the 
budget the Finance Minister^ 
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turing has made Remington a distinguished name 
ell over the world. And the Remington 76 Standard 
Typewriter stands out as a living testimony of this 
leadership and experience. 

Available in 12 Indian and several foreign languages, 
the Remington 76 has an excellence in design, is 
rugged in construction and offers a smooth perfor¬ 
mance that only Remington can produce. 
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has liberalised the convertibi¬ 
lity clause which was one 
single major impediment in 
the way of private sector ap¬ 
proaching term lending insti¬ 
tutions for finance. It has 
been indicated that the con < 
vertibility clause would apply 
only to loans over Rs 1 crore 
and that the convertibility 
would be limited generally to 
40 per cent of the total equity. 
It was also indicated that all 
loans for modernisation would 
lot have the convertibility 
clause. 

Debt-Equity Ratio 

Subsequently the Govern¬ 
ment of India also announced 
its intention of liberalising the 
debt-equity ratio though there 
seems to be some reconsidera¬ 
tion in this decision. To boost 
exports, the Government has 
announced two steps, namely, 
the entire export production 
would be outside the calcula¬ 
tion of the dominance or 
otherwise of a unit and 
second 100 per cent export 
oriented units would get all 
facilities similar to those ex¬ 
tended to export processing 
free trade zones. 

There is a perceptible 
change in the Government’s 
attitude towards foreign in¬ 
vestment. By relaxing the 
rate of royalty and the period 
of royalty agreement, the 
^Government has also in one 
* stroke removed a major 
impediment in the way of 
attracting new foreign collabo¬ 
ration. Depending on the 
merits of individual cases, it is 
now possible to have collabo¬ 
ration agreements in high 
technology areas having a 
roya|j5' rate of even eight per 
cerf or more. A number of 
a^^reements have been con¬ 
cluded where a ten-year period 
of royalty has been agreed to. 

\ The Government has recently 
also welcomed the investment 


of petro-dollars from oil ex¬ 
porting developing countries, 
if such investments even in the 
nature of portfolio investments 
do not exceed 40 per cent of 
the total equity. This invest¬ 
ment possibility is now avail¬ 
able in a number of crucial 
industries. 

In the context of widening 
technology gap between India 
and the developed countries and 
in the context of India slowly 
slipping down from the posi¬ 
tion of the tenth industrial 
nation in the world, these 
changes arc welcome steps in 
the right direction. As rightly 
underlined by the Minister in 
the new industrial policy, 
import of up-to-date techno¬ 
logy is essential to keep up 
and improve India's competi¬ 
tive strength. The short run 
outflow of foreign exchange 
on account of foreign collabo¬ 
rations would, in the long run, 
be more than compensated by 
larger exports on the one hand 
and better import substitution 
on the other. 

Apart from royalty rates 
and period of royalty agree¬ 


ments, the attraction of foreign 
investment has been impeded 
by stringent application of 
FERA, especially in regard to 
export obligations and import 
of technicians. Some rethink¬ 
ing is essential to make export 
obligations more acceptable 
by limiting them for a fixed 
period and by taking a block 
of three years instead of meet¬ 
ing obligations each year. 
The export obligation should 
be insisted upon in the con¬ 
text of domestic demand. 
What is the point of exporting 
a product at a loss and im¬ 
porting the same at a high 
cost subsequently to meet 
domestic demand? In the 
case of import of technicians, 
some flexibility is essential in 
the laws since the collabora¬ 
tion agreements specify the 
number of man months for 
which technicians could be 
imported. 

The Economic Sub-Com¬ 
mittee of the Cabinet of the 
Government of India is taking 
concrete steps to ensure that 
the infrastructure facilities are 
managed better and there are 


already visible signs of some :, 
improvement. In order to n 
ensure that the public sector J 
performs efficiently, the.' 
Government has constituted 
another committee to go into % 
the working of the public ? 
sector units and suggest 
measures for improving theil?3 
performance. 

In this context reference 
also be made to the industrial^ 
policy announced in July laslH 
year, the broad features 
which are: | 

—Provision for automatic,! 
growth in selected prioiity:| 
sector industries at an aimual| 
rate of 5 per cent or 25 petj^ 
cent in u block of five years; 

—Regularisation of cxcesi| 
capacity in selected industrieai;!j 

—Liberalisation of Sectioit:; 
72A of the Income-tax Act to;| 
encourage amalgamations 
sick industries with health^v 
industries; 

—Enlargement in the mone^^ 
tary parameters to qualifyiiy|^ 
investment of the small, ti]l|^^ 
and ancillary sectors (tinjf; 
sector from Rs 1 to 2 laklu^! 
small-scale from Rs 10 to 
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lakhs and ancillary from Rs 15 
to 2S lakhs); 

—Improvement in the per¬ 
formance of public sector so as 
to enable them to generate 
surpluses for economic 
growth; 

—Allowing private sector to 
grow within the framework of 
national policy and the plans; 

—Provision of incentives for 
export oriented units with 100 
per cent export commitments; 

—Facilitating the induction 
of advanced technology to 
enable Indian products to com¬ 
pete effectively in the inter¬ 
national market; and speeding 
up process of decision-making 
and simplifying the system of 
industrial licensing. 

The new industrial policy 
has also relaxed the locational 
policy of the Government to 
* synthesise the twin objectives 
of optimum utilisation of the 
’ existing installed capacity and 


the preservation of the envi¬ 
ronment and the ecological 
balance in the country. In 
particular, the relaxations 
regarding the shifting of one 
unit within a metropolitan city, 
utilisation of existing capacity 
fully by increasing the number 
of shifts, and the expansion 
of a unit under the new guide¬ 
lines on automatic growth and 
regularisation of excess capa¬ 
city will abo contribute to no 
small extent to increased pro¬ 
duction using the existing ins¬ 
talled capacity. 

The modifications, while 
they arc certainly welcome as 
they are capable of yielding 
beneficial result as far as they 
go, arc totally inadequate. 
Moreover, in respect of the 
changes already made, certain 
inadequacies and even a tinge 
of discrimination exists and 
these need to be immediately 
reviewed if the declared objec¬ 


tives of the revised Industrial 
Policy Statement arc to be 
achieved. 

The notification of August 
14, 1980, concerning automatic 
growth of five per cent per an¬ 
num over a period of five 
years for industries listed 
in Appendix 1 makes a 
distinction for companies which 
arc covered under the MRTP 
Act. The concession would 
now be available to MRTP 
companies only subject to for¬ 
mal clearance by the Govern¬ 
ment. The subsequent noti¬ 
fication dated September 4, 
1980 provides a list of fifteen 
non-Appendix industries which 
could also avail the same 
growth liberalisation. 

However, these two lists of 
industries taken together do 
not cover all the major manu¬ 
facturing activities in the coun¬ 
try and the conditions which 
have been spelt out contain 


many infirmities such as the 
following: 

(a) A survey will clearly / 
show that there is not a single 
industrial activity where one 
can claim that there is excess 
production in the country, as a 
matter of fact, demand reces¬ 
sion is unknown in this coun¬ 
try. In such a context, the 
logic of a discriminatory list 
of industries and clauses is. 
unreal. Furthermore, there is 
no data to support the vi 
that there exists enough cap ' 
city in the preferred list indus¬ 
tries and in non-MRTP com¬ 
panies, which will fulfil pur¬ 
ported demands and alleviate 
the situation of shortages. 

(b) Industrial growth plan 
must be demand-based. Broad 
demand data can be arrived at 
from information available 
with DGTD and the Planning* 
Commission under all cate¬ 
gories of industries. Data car j 
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also be provided by various 
industry associations for use 
by the Government. Increase 
in capacity normally arises out 
of development, modernisation, 
and provision of balancing 
equipments in most industries. 
This is a practice in vogue in 
most modern industries and is 
essential to avoid obsolescence 
and sickness. Since this margi¬ 
nal investment has arisen as a 
result of innovation, merely 
maintaining idle capacity aris¬ 
ing out of such efforts will 
only be counter-productive. 
Such additional capacities 
should be capable of being 
put to use in the normal 
course. 

(c) Industries which have 
been discriminated against 
will also have to have some 
avenue for growth in order to 
take care of inflation and in¬ 
creased cost of production, 
which are natural processes. 
]f an increase in production 
capacity is not permitted, this 
can only result in price escala¬ 
tions to recover costs, and in 
case price escalation is prevent¬ 
ed by controls, this will in¬ 
variably lead to industrial sick¬ 
ness. This has been the history 
of major industrial sickness in 
the country and should there¬ 
fore be avoided. 

Containing Inflation 

The overall situation of 
availability and demand in 
industries like engineering, 
chemicals, textiles, consumer 
products, etc, should therefore 
be examined so that the pur¬ 
ported purpose of enhancing 
industrial production to con* 
tain inflation is met. Various 
associations and the DGTD 
could be given the task of 
making capacity-demand pro¬ 
jections for presentation to 
Government along with the 
projections made by the Plann¬ 
ing Commission. The demand 


projections can then form the 
basis for permitting further 
growth. 

A liberal industrial policy 
statement followed by such 
restrictive notifleations will 
fail to fulfil even 10 percent 
of projected demand growth 
in this country. As a matter 
of fact, it is likely to lead to 
further shortages because there 
is no guarantee that companies, 
which qualify to take advan¬ 
tage of the notifications, have 
either the capability or ihc 
capital to do so. If they did 
have the capability, they would 
have in any case applied for 
and received permission for 
expanding production even 
under normal procedures. The 
notification, in fact, therefore, 
does not provide any added 
incentive. 

Prodigious Reservation 

Again, in the ca.se of items 
reserved for small-scale sector, 
it will be recalled that there 
was a prodigious expansion of 
the list during 1977-79. U is 
felt necessary for the Govern¬ 
ment to convince itself after 
study that reservation of these 
items has in fact led to the 
desired growth of the reserved 
items. It is well known that 
in most areas this has not hap¬ 
pened. Therefore a review 
should be undertaken on the 
intentions and end-results of 
reservation and where condi¬ 
tions of scarcity arc proved to 
have been created as a result 
of reservation, the Government 
will have to decide on some 
de-reservation or liberalisation, 
to make up for the shortfall. 

While the sense of liberalism 
pervading the atmosphere has 
brought a whiff of fresh 
air, many more bold decisions 
arc required if the necessary 
thrust and guidance is to 
be provided to the economy. 
The Government seems still 


hesitant to bring about such a 
radical change. It is prepared 
to strike but is afraid to wound 
when it comes to dismantling 
outmoded controls and regu¬ 
lations which have been sap¬ 
ping the inherent vigour of our 
economy. 

Analysing the present 
position in great ** detail, 
an expert committee consist¬ 
ing of industrialists had sub¬ 
mitted a report in 1979. Apart 
from making a number of re¬ 
commendations on licensing 
procedures to make them 
simple and less time-consum¬ 
ing, the committee had also 
made certain major recom¬ 
mendations on industrial 
policy. These include the fol¬ 
lowing: 

—The core sector of the 
economy should be deli censed; 

—Industrial licensing should 
be exempted for all projects 
with a value of assets up to 


Rs 15 crores as compared 
the present limit of Rs 
crores; 

—Subject to limitation me 
tioned in the report, the lin 
of Rs 20 crores for MR! 
companies should be raised 
Rs 45 crores; 

—The Development Cou 
cils should be reactivated i 
they were so central to tl 
effective functioning at 
growth of industry; 

—The principle of automat 
growth must be accepted ft 
a variety of compelling ecom 
mic reasons. The committf 
recommended that an auti 
matic growth of five per cej 
compound rate or 30 per cei 
for a five-year period in registe 
cd/licen$ed capacity should I 
permitted to all industries ii 
eluding dominant undertaking 

These are worthy of accei 
tance and implementation i 
the Government. 
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Banking : Accomplishments and Prospects 

K. K. Ammannaya 


Nationalisation of bankings according to the author^ who is 
associated with Syndicate Bank, has resulted in rapid expansion 
of banking and a change in the philosophy of lending which has 
brought hanks nearer to the masses. But the actual working of 
the system has revealed certain dtficiences and weak spots. There 
has been a decline in the profitability of banks as well as in 
customer service. The author believes that a rt vamping of the 
entire hanking structure and adoption of a hanking policy at the 
national levi I are urgently called for. 


With thp state take-over of 
14 major commercial banks in 
1969 a whole vista of activities 
was opened before banks in 
India. The decade of the 
seventies has witnessed innu¬ 
merable cliangcs of far-reach¬ 
ing consequence in the Indian 
banking scene. The above 
take-over represented the deci¬ 
sion of the Government to 
make the banking system an 
important weapon of economic 
and social progress. The setting 
up of the State Bank of India 
in 1955 by taking over the 
then Imperial Hank of India, 
for extension of banking faci¬ 
lities on a large scale, more 
pjiticularly in rural and semi- 
urban areas, and diverse other 
purposes, the institution of 
social control over banks in 
1967 in order to ensure that 
the operations of commercial 
banks conform to state policy 
and later on the nationalisa¬ 
tion of 14 major banks in July 
1969 represented three distinct 
land-marks in the banking 
history of India. The nationa¬ 
lisation of six more banks on 
April 14, 1980 can be consi¬ 
dered as an extension of the 
measure of nationalisation ini¬ 
tiated in 1969. Presently apart 
from the SBI group, there are 


20 other public sector banks 
falling in the State sector. 

Nationalisation has resulted, 
on the one hand, in the phy¬ 
sical phenomenon of rapid ex¬ 
pansion of banking facilities 
and, on the other, the altitudi¬ 
nal phenomenon of a change 
in the philosophy of lending 
which have brought banks 
nearer and closer to the mas¬ 
ses. The decade witnessed 
the transformation of class 
banking to mass banking. With 
the creation of a large State 
sector in banking, the stage 
was set for imparting a new 
dynamism and ethos to com¬ 
mercial banking. 

The major achievements of 
banks in the seventies were in 
the realm of branch expansion, 
extension of credit to priority 
sectors and mobilisation of de¬ 
posits for financing develop¬ 
ment. The speedy and vigo¬ 
rous branch expansion prog¬ 
ramme with particular thrust 
into rural and village areas 
and deliberate efforts at re¬ 
duction of regional and sec¬ 
toral imbalances through a 
purposeful change in the pat¬ 
tern of credit deployment have 
made a silent revolution in 
Indian banking sector. There 
has been a shift in the centre 


of gravity of economic deve¬ 
lopment to the rural areas, 
small men, the weak and the 
havenots. 

The banking accomplish¬ 
ments of seventies were quite 
impressive. The deposits and 
advances have grown about 
six times. The vigorous branch 
expansion programme resulted 
in a phenomenal expansion of 
banking coverage of unbank¬ 
ed/under-banked areas. From 
about 8,321 branches in July, 
1969, the number of branches 
of commercial banks increased 
to about 31,557 by the end of 
December, 1979. As a result, 
the population coverage per 
branch came down from 65,000 
to 17.000. Of the 23,000 and 
odd branches opened since na¬ 
tionalisation, 54 per cent have 
been in unbanked centres. The 
share of rural offices in the 
total number of commercial 
bank ofliccs had reached 45.8 
per cent at the end of 1979 
as compared with 22.2 per 
cent at the end of June, 1969. 

Lead Bank Scheme 

The Lead Bank scheme was 
very helpful and effective in 
ensuring speedy branch expan¬ 
sion in various States and dis¬ 
tricts. There was also consi¬ 
derable functional diversifica¬ 
tion in the seventies. Innume¬ 
rable new and tailor-made 
schemes were evolved for cate¬ 
ring for the diverse credit needs 
of agriculturists, small indus¬ 
tries and other priority sectors. 
Concerted and constant efforts 
were made to increase the flow 


of credit to rural and sem 
urban areas for reducing n 
gional imbalance in confp 
mity with national objective 
The priority sector advanCi 
of public sector banks p 
corded more than an elcvi 
fold increase since nationaliij 
tion from Rs 441 crores 1 
over Rs 5,000 crores. 

Rise in Loan Accounte 

In keeping with the emphat 
on assisting the small man, tl 
number of loan accounts r4 
still faster by about 37 tim 
from just 260,000 to more tht 
97 lakhs. Total deposits 
the banking system registers 
a large increase from Rs 46: 
crores in July 1969 to Rs 308 
crores at ihe end of Decemb 
1979. Similarly, bank lendjn 
have increased from Rs 35 
crores to Rs 20586 crores dl 
ing the same period. Tol 
bank deposits now constitil 
3.'^.8 per cent of the Grc 
National Product (GNP) 
against 15 per cent in 196 
The rural and semi-urban ci 
dit deposit ratios of all bah 
improved from 47.7 per oe 
and 41.7 per cent at the end’ 
1972 to 54.4 per cent and 45 
per cent, respectively, at t 
end of June, 1979. Throng 
assistance under different; 
rates of interest scheme to4 
extent of Rs 113.73 crores* 
18.3 lakh persons at the ct; 
of June 1979, banks hi 
given support to the prodV 
tivc efforts of the weakest sj 
tions of society. 

In the sphere of agricultu 


ANNUAL NUMBER 19S1 


197 


JANUARY 23, 19 { 



and marginal farmers 
^:^unted for about 67 per 
of the number of accounts 
id 39 per cent of the out* 
^^anding direct agricultural 
^^vances of banks. The scheme 
Regional Rural Banks 
JwBs) was launched in the 
®sventies with the objective of 
imbining the local feel of 
cooperatives and the ma- 
Vgement techniques of com- 
^^ercial banks but at lower 
berating costs. There were 
RRBs in India in June, 
^179, and through their 1990 
Ranches they had assisted 
^.7 million small and margi- 
Jlil farmers and other weaker 
^ctions in the countryside to 
^tune of Rs 173.1 crores. 
^e operational orientation of 
>mmercial banks in the seven- 
in favour of rural develop- 
—it and small industries in 
ia must be viewed as a 


kii 


long-term strategy for stimu¬ 
lating widespread growth of 
entrepreneurship and provid¬ 
ing the wherewithals for ac¬ 
celerated growth of the eco¬ 
nomy. In this sense, prog¬ 
ramme of the banks has been a 
development exercise with 
long term business goals. In 
spite of the socio-eeonomic 
content of the policies banks 
have maintained the commer¬ 
cial nature of their operations 
and continue to cater for the 
needs of the organised indus¬ 
trial sector. With the speedy 
progress in the area of indus¬ 
trialisation and diversification 
of economic activities the 
range of activities has also 
diversified manifold. 

Banks have not confined their 
role to the meeting of chal¬ 
lenges at home. They have 
also made significant progress 
in the field of international 


banking and have greatly im¬ 
proved their capabilities in 
order to assist the country’s 
foreign trade. Banks have in¬ 
creased the network of their 
foreign ofiices. With the fast 
changing environment both at 
home and in the international 
arena the demands on the 
banking system in India have 
been increasing. As an im¬ 
portant instrument of national 
policy of achieving economic 
growth with social justice, the 
banking system in India has 
not only responded to the 
change in the environment but 
has, in turn, also played an 
important role as change agent 
in bringing about desired 
transformation in the environ¬ 
ment. The experiment of India, 
viz,, the experiment of bank¬ 
ing for economic development 
may be quite relevant for other 
developing countries. 


Table I gives an insight into 
commercial banking in India 
at a glance. 

In their functioning during 
the seventies the commer¬ 
cial banks have revealed 
several deficiencies and weak 
spots. The major deficiencies 
were found in the areas of 
customer service, planning 
including organisational plan¬ 
ning and business planning 
and management. Also there 
was no profit planning in the 
banking sector. By far, the 
most important deficiency was 
declining profitability. This 
can be considered a disturbing 
aspect of our commercial 
banking scene in the country. 

Another disturbing aspect 
of our commercial banking 
scene is the declining profita¬ 
bility of banks. There has 
been no profit planning as a 
parameter in performance 
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budgets of the banks. The 
subject of erosion of profitabi¬ 
lity in banking operations is 
a major problem facing the 
banks today. The impression 
seems to be gaining ground in 
some quarters that the concept 
of profit is inconsistence with 
social banking. If the ex¬ 


pectation is that the banking 
system should keep on meeting 
the demands made on it obli¬ 
vious of profit considerations 
it would not be a practicable 
proposition. Also it is not 
possible to think of operating 
on a no profit no loss basis, 
which would amount to sacri¬ 


Tablf I 

Growth in Indian Banking 


End .'unc 

1 m 

End June 
1979 

End June 
1980 

Number of Offices 

18016 

30202 

32419 

a) Rural 

11802 

13333 

15101 

b) Semi-Urban 

7586 

7845 

8078 

c) Urban 

4.^42 

4717 

4856 

d) Metropolitan Port Town 

4086 

4307 

4384 

Population per Bank Ofiice 

20000 

18000 

17000 

'Total Deposits (Rs crores) 

23312 

28671 

33283 

Gross Bank Credit (Rs crores) 

16167 

19758 

22128 


Investment in Government 


Security & other 

approved Securities (Rs 


crores) 

7552 

9389 

11825 

Cash and Balance with 

RBI (Rs crores) 

2755 

3582 

4051 

Borrowings from RBI 

(Rs crores) 

335 

659 

488 


TAMLb n 

Deployment of Credit 

(Rupees in crores) 



March 

1978 

March 

1979 

March 

1980 

Gross Bank Credit 

15252 

18147 

21234 

a) Food Procurement 

1984 

2210 

2100 

b) Non-Food 

l?268 

15937 

19134 

c) Of which Export Credit 

I2f2 

15C0 

1640 

Non-Food Credit 

a) Priority Sectors 

4210 

5390 

6729 

b) Agriculture 

1665 

2163 

2766 

c) Small Scale Industrie.^ 

1679 

2)77 

2630 

d) Other Priority Sectors 

866 

1050 

1333 

Industry (Medium & Large) 

6270 

7173 

8341 

Whole Sale Trade (other 

than Food Procurement) 

1324 

1567 

1915 

Other Sectors 

1464 

1807 

2149 


ficing the generation of 
internal surpluses and with 
that the potential for growth. 

In addition to giving a fair 
return on capital, adequate 
provision has to be made for 
commercial risks and this can 
come only from profits. If 
banks fail to build up ade¬ 
quate reserves to absorb 
possible future losses, these 
would ultimately have to be 
met by the society, whose 
economic welfare they are 
supposed to achieve. Indian 
banks have not so far adopted 
any positive approach towards 
profit planning. Profits earned 
are always derived profit and 
not the result of any delibe¬ 
rate and conscious cfToi Is to 
improve upon past perfor¬ 
mance. Although many of 
the banks continue to show 
an increase in published pro¬ 
fits, in absolute terms the dec¬ 
lining profitability has become 
a ' matter of major concern. 


A significant indicator of thii} 
situation is the decline 
actual profits as a ratio of th^ 
total working funds. It it 
necessary to keep in view tht 
social obligations cast on th^ 
banking system. But all thf 
same, it is in the interests d! 
fulfilment of these obligation 
themselves that the continuec 
viability of banks needs to W 
ensured. The published figure! 
of profits of Indian bank: 
are not satisfactory from th( 
point of view of comparisoi 
either bank-wise or on tinu 
series basis because of th* 
wide di.sparities in the pro 
visions for secret reserves am 
the possibility of window 
dressing in balance sheet fj 
gurcs. All the same if propcrl; 
interpreted even these dat 
can give us useful insights int« 
the trend of profitability o 
Indian banks. 

The aggregate profits (afte 
provision for taxes, bonus 
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Presenting our ^cial 
15th anniversary number 



At Hindustan Steelworks 
Construction Limited this is a time 
of special celebration. A time 
that commemorates 15 years of 
constructive service to building up 
a sturdier infrastructure for the 
nation. 

Although HSCL began as 
specialists only in steelworks 
construction, it today represents 
a total competence in almost every 
area of construction activity. It 
offers turnkey services that include 
everything from initial designs and 
site selection to final erection 
and commissioning. A service 
that's available anytime, anywhere 
in the world. 

A 15>year record of achieve- 
ments 

In its 15 years of operation, HSCL 
has many 'firsts': many significant 
contributions to its credit. From 
integrated steel plants, township: 
and buildings, industrial plants, 
bridges and highways to power plants. 


coke ovens and chemical plants, 
silos, dry docks, dams and mining 
complexes-HSCL has built them all. 
Many of the largest, tallest, most 
well-known construction projects in 
the country today bear the stamp 
of HSCL's contribution. Even 
overseas. HSCL is presently working 
on a number of projects in Libya 
and Iraq. 

Kudremukh—a major landmark 
in HSCL's contributions to 
national growth 

The massive Kudremukh project, 
which has just been commissioned, is 
yet another HSCL achievement, built 
and commissioned ahead of schedule, 
despite the difficult terrain and 
natural conditions. And HSCL's 
involvement at Kudremukh was total- 
right from levelling and land grading 
to civil and structural works for 
crushers, conveyors, silos, ware¬ 
houses, concentrator plants and 
roads, to designing and constructing 
the entire township with all civic 
amenities. 


Towards the challenges of 
tomorrow... 

Yes, it has been 15 years of total 
commitment for HSCL. But this is 
just the beginning. Today, HSCL 
looks forward to the future with 
a new confidence; a new deter¬ 
mination to make a constructive 
contribution to growth. 

HINDUSTAN 

STEELWORKS 

CXINSTRUCTION 

UMITED 

(A Government of India Undertaking) 
1 Shakespeare Sarani.Calcutta700071 



A constructive ^ 

coritiTlxitiontogriovvth. | 
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alt foreign exchange and' overseas 


ment of overtime pay is resort* allowance altogether. Hoi^ 


cotttingeDcy etc.) of 
scheduled commercial banks 

increased by Rs 8.75 crores to 
Rs 31.47 crores in 1976 as 
against an increase of Rs 6.46 
crores (25.83 per cent) in 

1975. In 1977 there was an 

actual decline of profits by 
Rs 9.27 crores (—23 per cent) 
while in 1978 there was a 

marginal increase ofRs 5.11 
crores ( + 16.5 per cent) over 
the preceding year. Profita¬ 
bility measured as ratio of 
profit to working funds dec¬ 
lined sharply from 0.22 per 
cent in 1975 to 0.13 per cent 
in 1979. Public sector banks’ 
profits as a percentage of their 
working funds declined sharply 
from 0.15 per cent in 1975 
to 0.10 percent in 1977 and 
further to 0.09 per cent in 
1978. Similarly, the ratio of 
profits to working funds of 
all commercial banks declined 
from 0.177 per cent in 1975 to 
0.II3 per cent in 1977 and 
further O.llO per cent in 1978. 

Incremental Business 

Some of the Indian banks 
view with great concern the pro¬ 
fitability on their incremental 
domestic business. For most 
banks the incremental business 
hardly breaks even. The ef¬ 
fects of the declining trend of 
profits on incremental banking 
business are compounded by 
the long gestation period of 
rural and semi-urban branches. 
It is the experience of most of 
the banks that one out of 
every two rural branches 
incurs losses. The gestation 
period of rural and semi-urban 
branches is as long as five 
years. The declining trend of 
profits from domestic busi¬ 
ness, and the limited scope for 
compensating it by raising 
service charges have convinced 
many banks that the only 
avenue for enhancing their 
profits is to increase their 


banking business and hence ’ 
now they place so much of 
accent on international 
banking. 

Increasing overtime pay¬ 
ment have also had adverse 
effect on profitability. It is 
usually mentioned that pay¬ 


ed to on account of heavy 
rush of work. But the nature 
of work in banking industry 
being what it is, and the ac¬ 
counting procedures being on a 
time boui d basis it was per¬ 
haps not possible to dispense 
with the payment of overtime 


ever, banks have to ihaU 
serious efforts at the industrij 
level to restrict the payment 
such allowance to the barea' 
minimum. 

No doubt there is soob 
relation between the incri^f 
in the number of branebd 



A Tall Talk I 

Oh no I A deposit under our Special Fixed 
Deposit Scheme enSorec you interest < 
from PNB every month. ^ 

A deposit of Rs. 30.000.for:63.months will 
fetch you Rs 247.92 every month. i 

I Interest upto Rs. 3.000 from bank deposit 
I together with interest from other specified 
investments is free from income tax. 1 

I Open an account today and lot us pay you ; 
interest every month. 


pun^ob 


I 

__Jto 4* ^ 

Govornmtnt of India Undertaking) X 
... tho name you can BANK upon / . 

K -if. J iMWrk. 



ANNUAL NUMBER 1981 


201 


mnuary 23, 19$ii 










stal^ and upward 
Revision in wages and the in¬ 
tense in overtime allowance. 

1975 and 1976 banks were 
ilWibstantially able to reduce 
?ihc payment of overtime al- 
f^owance from Rs 18.27 crores 
;;ii 1974 to Rs 16.31 crores in 
'1975 and to Rs 6 87 crores in 
, 976. In 1977 it went up again to 
(Xs 10.56 crores but it was less 
;.idian what was paid in 1974. 
iSince then it has been going 
l^p at an alarming rate. The 
f ncrease in number of branches 
H ind strength of workmen staff 
between 1974 and 1977 was 
hnuch more than such increase 
Tn the years 1978 and 1979. 

The bipartite settlement 
Jrovides for a maximum of 
‘^t75 hours of overtime woik 
p an accounting year. Some 
; jf the banks, however, have 
? -cstricted the number of hours 
,;o 120 in some States. The 


managements seems to have 
lost all control over overtime 
work since 1977. Some banks 
are reported to be paying 
overtime allowance for 10 
hours a month to all their 
staff, whether such work is 
done or not. The employees 
aLo are reported to be deli¬ 
berately accumulating work by 
not working during office time 
or by taking leave by turns to 
earn overtime. It is reported 
that some banks pay maximum 
overtime allowance to staff 
at the rural and semi-urban 
branches. 

Only two banks, namely 
Canara Bank and Syndicate 
Bank, seem to be paying 
very much less overtime pay 
than other hanks. This is 
worthy of emulation by other 
banks. Other banks may 
draw lessons from the ex¬ 
periences of these banks in 


W S T i D OVR 
DBmNCES 


Many discriminating % ft Each one of the 5,00,000 
owners of trucks, tractors. tyres from the modern plant 

cars and two wheelers at Mysore will reflect 

have already fitted Vikrant’s commitment to 

VIKRANT" tyres. quality and durability. 

VKRANT 

THilllUAnLiTYIII 




the matter of controlling over¬ 
time pay. 

Pressure of work at the time 
of half yearly or annual clos¬ 
ing of accounts cannot be a 
plausible reason for paying 
huge overtime. Some of the 
banks arc not able to close 
the annual accounts at the time 
specified by the Banking Regu¬ 
lation Act. The pica of shor¬ 
tage of staff also docs not 
seem to be convincing as most 
of the banks are reported U) 
be overstaffed. If there is 
absenteeism on a large scale 
due to strikes, agitation, work- 
to-rule, etc., or other restric¬ 
tive practices adopted by 
workmen, the question arises 
as to why overtime allowance 
should be paid to clear the 
arrears. 

The notes appearing on the 
balance sheets of several 

Profitability 

The total amount of com¬ 
pensation paid 6y the Govern¬ 
ment for acquiring tbe 14 
banks in 1969 was Rs 87.40 
crores. An annual return at 

TABMi III 

Profits transfTered to the Union 
Government by Nationalised 
Banks 

(Rs in crores) 


Year 

Profit Percentage 
trans- to com- 
ferred pensation 
paid 

1970 

4.25 

4.86 

]971 

4.43 

5.06 

1972 

4.18 

4.78 

1973 

3,53 

4.04 

1974 

3.96 

.4.53 

1275 

4.32 

4.93 

1976 

4.51 

5.15 

1977 

4.11 

4.69 

1978 

3.52 

4.03 

1979 

3.43 

3.91 

Total 

40.24 



nationalised banks indicate 
that at several branches bal¬ 
ances in the accounts as per 
general ledger with those of 
subsidiary ledger registers 
have not been tallied for 
years. 

It appears that overtime 
payments to bank staff par¬ 
ticularly the public sector 
banks on a huge scale is not 
at all proper and justified and 
the manugements of banks 
who were able to control such 
payments in lv75 and 1976 
have once again slackened and 
allowed profits to be eroded, 
resulting in loss to the Union 
Government in the form of 
taxes and also transfer of 
balance of profit. The pro¬ 
fits transferred to the Govern¬ 
ment by the 14 nationalised 
banks fiom 1970 to 1979 are 
given in Tabic III. 

and Service 

the rate of six per cent on this 
amount comes to Rs 5.24 
crores. 1 or ten years from 
1970 to 1979 the amount to be 
transferred at this percentage 
rate should have been Rs 52.40 
crores. In spite of the trem¬ 
endous growth in the business 
of these banks over the last 
decade and considerable in¬ 
crease in tbe rate of interest 
charged on borrowal accounts, 
the 14 banks together have 
been able to transfer in 1979 
only Rs 3.43 crores as profit 
to the Government compared 
to Rs 4.51 crores in 1976, the 
maximum amount transferred 
in any year. In terms of 
percentages to the compensa¬ 
tion amount paid the profit 
transferred has come down 
from 5.16 in 1976 to 3.92 in 
1979. 

If matters arc allowed to 
drift any further and no ap¬ 
propriate and timely action 
is taken to put a check on es¬ 
tablishment expenses including 
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On the face of it, one tyre may appear to 
be as good as the other .. . the same 
colour, shape and feel. And yet there Is 
more to a tyre than just that , . . something 
else that makes all the difference ... the 
invisible factor that lends character to a 
tyre . . . makes it upright, strong and de¬ 
pendable in the most trying conditions. 
It is . . . DCM Rayon Tyre Cord. 


Proof positive of the international accep¬ 
tance of the quality standards of our rayon 
tyre yarn and fabric Is our exports to : 

■ FRANCE ■ AUSTRIA 

■ AUSTRALIA ■ NEW ZEALAND 

■ WEST GERMANY 


High Tenacity DCM Rayon Tyre Cord ... the heart and soul of all good tyres. 

We also manufacture Anhydrous Sodium Sulphate which is available in bitumenised 
polyethylene-lined gunny bags for use in paper, textile, glass, detergent and other industries. 

SHRIRAM RAYONS, KOTA (Rajasthan) 

(Props. : The Delhi Cloth & General Mills Co. Ltd., Delhi) 
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^vl^ent of overtime salary 
refuning into crores of rupees 
11 tery year, it will not be long 
tuftfore the 14 nationalised 
Ji^ks will go the way of 
public sector undertak- 
which contribute little or 
1910 tevenue to the Government 
970 the investments it has 
Further, if a large 
j^unk of income is allowed to 
^$ 11 ^ eaten up by salary, wages, 
;ip^rtime, dearness allowance 
other benefits and bonus 
r/in 0 excess of allocable surplus 
nt the minimum rate of 
per cent it would hardly 
possible to make credit 
' pliable at reasonable rates 
j|.|t interest, particularly to the 
l^^mker sections of borrowers, 
fall under the category of 
^l^ferred and priority sector. 

' .^^s would mean that the 
purpose for which the 
/;jiaks were nationalised would 
I get served. 

Another major casualty of 


Table IV 

Bank-wise Position of Profits Transferred from 1970 to 1979 


Profit 

Name of bank transferred 

(Rs in lakhs) 

Compensation 
paid (Rs in 
crores) 

Percentage 
per annum 
to compen¬ 
sation 

Central Bank of India 

323.18 

17.50 

1.84 

Bank of India 

744.22 

14.70 

5.06 

Punjab National Bank 

645.76 

10.20 

6.33 

Bank of Baroda 

555.61 

8.40 

6.61 

United Commercial 




Bank 

442.63 

8.30 

5.33 

Canara Bank 

262.37 

3.60 

7.28 

United Bank of India 

105.22 

4.20 

2.50 

Syndicate Bank 

232.46 

3.60 

6.45 

Union Bank of India 

196.23 

3.10 

6.33 

Dena Bank 

83.37 

3.60 

2.59 

Allahabad Bank 

82.09 

3.10 

2.64 

Indian Overseas Bank 

125.53 

2.50 

2.67 

Bank of Maharashtra 

59.11 

2.30 

2.57 

Total 4023.71 

87.40 

4,60 




the speedy branch expansion 
has been customer service. 
The efficiency of a bank is al¬ 
ways judged by its customers 
by the ^ speed and efficiency 
with which services are rend¬ 
ered. While the quality of 
service has to be viewed in the 
context of large scale expan¬ 
sion in banking activity and 
the growing involvement in 
social obligations, going by 
the number of complaints re¬ 
ceived by the banks we feel 
that there is considerable 
scope for improvement in the 
area of customer service. 

While discussing the speed 
and accuracy we also think of 
systems and procedures. The 
main activity in any bank is 
accounting based, and the 
methods for performing the 
various tasks were devised 
principally to take care of the 
legal safeguards, accuracy and 
basic traditions. While some 
attempts at simplification have 


Farmers of Karnataka Harvest Rich 
Relief Measures 


Government of Karnataka has announced progressive measutes to enable prosperity to flow to 
the fields. With a view to redress the grievances of the farmers together with uplifting the weaker sections. 
Government has released relief measures amounting to Rs. 85 crores which include the following 
impoitant items ; 

* Suspension of water rate and betteiment levy; 

* Reduction of power charges on irrigation pumpsets; 

* Reduction of purchase lax on Sugar cane; 

* Removal of agricultural Income Tax; 

* Stoppage of penal interest on crop dues; 

* Takavi loans waved off in respect of small farmers. 

Issued by the Department of Information and Tourism, 
Government of Karnataka, Bangalore 
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bM inido jirom time, ei^loyoes and the Business 

these have mostly been peri- plans. Absence of integrated 
phera) in nature. Therefore, approach to development 
although it is esssential to ex- banking was also found to be 
ercise the required caution, in a deficiency and also absence 
the context of today’s new of long range planning and or- 
banking, banks cannot avoid ganisational planning and pro¬ 
taking certain calculated risks, fit planning as part of perfor- 
This calls for some hard de- mance budgeting in banks 
cisions with a view to evolv- were other deficiencies, 
ing a system that aims at in¬ 
stant service across the coun- Rosourco Position 
ter. If we analyse properly 

we can find that even the ex- in the previous year, 

tra risk that banks may have resource position of the 

to take would be compensated banking system was tight al- 
by customer satisfaction, sav- throughout the year 

ing in cost and increase in pro- ^^79-80 (July-June). In large 
ductivity. because of the 

sharp decline in the rate of 
Counter Service growth of deposits of sche¬ 

duled commercial banks. The 

The Teller System or some resource position of commer- 
other system akin to Teller cial banks \\as also aflected 
system be introduced in all by the modifications in the 
bigger branches in urban and Pait cipation Certificates (PCs) 
metropolitan areas. These Scheme introduced from July 
days, young men and women 1979. In fact, the modifica- 
with high qualifications enter tions formed part of the kit of 
the banks and take up clerical credit control instruments 
assign men s. It is appropri- used effectively to decelerate 
ate to entrust them with more credit expansion in 1979-80. 
responsibility for correct com- Other instruments included 
pletion of task anJ certain quantitative ceilings, restric- 
checking functions may also tion on u ilisation of limits 
be assigned to them. This will sanctioned under the cash 
meet their ego needs and help credit system, application of 
motivate them. Banks can Statutory Liquidity Ratio 
build up and maintain a favo- (SLR) and Cash Reserve 
urahlc public image only by Ratio (CRR) to resources rais- 
rendcring good service at the cd thr* ugh PCs, upward ad- 
most important contact point, justment in interest rates, 
i.c., counter. 1 he senior reduction in the total Reserve 
management personnel in Bank assistance as well as 
banks should devote more at- raising the cost of such assi- 
tention to this. stance, and finally, suasion. 

Another deficiency observed The cumulative impact of 
was inadequate participation these measures is reflected in 
by employees at various levels the significantly lower ex pan- 
in the planning and policy sion of total bank credit dur- 
making functions. In the ing 1979-80 both in absolute 
absence of such involvement amount and in percentage 
it is not possible to get the terms as compared with the 
full commitment and coope- previous year. Deceleration 
ration of employees. It is in credit occurred despite the 
also found that there is no need for supporting larger 
linkage of career planning of inventories with some public 


Mt^or tnding ' eorpdratloiM aioBtl|i8). ItU dear 


and for providing larger cre¬ 
dit to petroleum companies 
to meet the higher cost of 
crude imports. 

From the 1979-80 experience 
of implementing credit regula¬ 
tions, two lessons emerge; 
First, credit planning and im¬ 
plementation are an iterative 
process in the sense that, al¬ 
though the banking system 
may begin the new year with, 
say, an Annual Plan, this plan 
itself needs to be modified as 
the year rolls on in the light 
of emerging trends in the 
economy. Among the factors 
influencing the trends may be 
mentioned growth in different 
sectors, demand situation, 
prices and the external envi¬ 
ronment. Secondly, it is much 
more difficult to slow down 
credit expansion in the very 
short run (three months to six 


was not possible for ban» 
generally to adhere to the tar« 
gets stipulated for a thito 
month period. In part thit 
inability to implement effect 
ively essentially short-tetflf 
targets, arises from the fhc 
that cash credit system whkH 
continues to dominate 
banks' lending practices do| 
not lend itself easily to shdri 
term control. Partly, this nil| 
be also due to the lags b^t 
ween initiating a measure ai» 
the full manifestation of U 
impact on the credit trends. 

The year 1979-80 witness^ 
further progress in achievti 
the two national targets | 
one-third of total outstandii} 
credit being made to priori; 
sectors and 60 per cent i 
total deposit mobilisatid 
from rural and semi-urbsi 
areas being deployed in th 


Formula for a happy home 



Man, wife, children 

and Savings 

Every home is a nest of happiness, of 
laughter, of enjoyable occasions ... and 
ensuring this happiness is what we 
would like to do, with your help 
naturally. 

For, it IS you, who has to decide how 
much to save, for whom to save, and for 
how long to save. Whatever you earn, 
there is always something you can put 
by for tomorrow ... a tomorrow that is 
as full of happiness as today is. 

Coma to US ... lot's discuss all about it today. 

Corporation Bank 

Wholly owned by the Governntent of India 

Haad Office; Mangalore• N. N. Pal:Custodian 

PRATI BHA/CB/806 
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INDOTHENE for Foodgrain Storage-*4 


Now protect you foodgrains 
wbile you save on cost 



The need for safe 
foodgrain storage 

It is estimated that In4b 
loses about 10 million 
tonnes or more of 
foodgrains every year. 

A quantity good enough 
to feed at least 
50 million people.. 

This staggering loss can 
be considerably mitigated 
by scientific foodgrain 
storage. Conventional 
non-porous storage 
materials like steel and 
concrete have proved 
too expensive. While 
traditional materials like 
mud and bamboo are 
virtual breeding grounds 
for insects, rodents and 
micro-organisms. 

What is needed is an 
inexpensive, yet highly 
efficient, method of 
storage. Specially since 
70®/o of foodgrains are 
stored by the farmers 
themselves. Film made 
from INDOTHENE 
provides just the answer... 





The INDOTHENE ptomise: 
Safer foodgrain storage 
at less cost 

The Indian Agricultural 
Research Institute's 
invention bears testi¬ 
mony to the efficacy of 
INDOTHENE. low density 
polyethylene. Called the 
Pusa Bin. the structure is 
easy to construct and 
inexpensive. 

An envelope, fashioned 
from film made from 
INDOTHENE. is 
embedded between the 
inner and outer walls of 
traditional mud-brick bins. 
While bricks imparl the 
necessary strength and 
thermal insulation. 
INDOTHENE film ensures 
that neither moisture nor 
insects can get in—and 
also seals in a carbon 
dioxide-rich atmosphere. 
Just the ideal condition for 
the grain to stay safe for 
seeding and consumption. 

Bulk storage and other 
applications 

Film made from 
INDOTHENE comes 
in variegated widths and 
thicknesses. So it is 
possible to construct 
even large structures like 
CAP covers. Those giant 
storage covers are used 
to protect foodgrains 
stored in the open—thus 
safeguarding as much as 
100 MT of foodgrains 
by using just 50 kg of 
INDOTHENE film. 


IPCL for INDOTHENE 

INDOTHENE is available 
in plenty from IPCL, 

India's largest petro¬ 
chemicals complex. In fact, 
IF^CL has encouraged 
several units which now 
offer you uninterrupted 
supplies of heavy duty 
him, made from specially 
formulated grades of 
INDOTHENE. So as to 
meet all your require¬ 
ments. A team of experts 
is also available 
on request—to guide 
you in selecting just the 
right type of film. 

Whether it is for food- 
grain storage or for 
any other agricultural 
application. 


‘For more information, contact; 
Markelitig Division 

Indian PetrochemicUs 
Corporation Limited 

P.O. PetrocheinicalR 

Dist. VADODARA 391 346, Gujarat 

Air India Building 

19th floor. Nariman Point 

BOMBAY 400 021 

Falla Ram Building 

70. Iviis.3ion Road 

BANGALORE 5fi0 027 

Baroda Sales Office 

P.O. Petrochemical.*; Township 

DirJl. VADODARA 391 34G, Cnprat 

Chattel ice Tntei national Ccru ii , 

3rd floor. 33 A. Chowringhee Roa* 
CALCUTTA 700 071 
Himalaya Hoiiao, 2nd floor 
23. Ka.^:tutba Gandhi Marg 
NEW DELHI 110 001 


SAA/IPCL/1461A 
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respective areas, although the 
targets as such could not be 
fulfilled by all banks. Nation¬ 
alisation of six private sector 
banks with total demand and 
time liabilities of over Rs 200 
crores each in April 1980 was 
another important develop¬ 
ment during the year. This 
extends further the area of 
public control over the coun¬ 
try’s banking system. Look¬ 
ing ahead, there are two im¬ 
portant policy decisions which 
would influence the course of 
banking development during 
the next five years or so. First, 
public sector banks should 
strive to raise the proportion 
of their advances to priority 
sectors from the present 33 i 
per cent to 40 per cent of the 
total by 1985. Second, banks 
'^should actively provide finan¬ 
cial support to the implement¬ 
ation of the 20-Point program¬ 
me which aims at improving 
the lot of the weaker sections 
of the population. 

The Implementation 

The modalities of implementa¬ 
tion have been chalked out 
by the Working Group specially 
constituted for the purpose 
by the Reserve Bank. Con¬ 
sidering that the present share 
of priority sectors is 31.2 per 
cent, banks will have to work 
out the incremental advances 
to priority sectors every year, 
in the light of the projected 
increase in total credit so as to 
progressively reach the stipu¬ 
lated target by 1985. More¬ 
over, qualitatively, the banks 
will have to adapt their lend¬ 
ing attitudes, procedures and 
techniques with a view to 
enlarging assistance to the 
relatively weaker sections. 

Right from the beginning of 
the year the emphasis of mone¬ 
tary and credit policy conti¬ 
nue to be one of restraint, 
especially in the light of the 
emergence of inflationary pres¬ 


sures and prospects of a dec¬ 
line in national income. Apart 
from restricting the availability 
of credit, the cost of credit 
was also increased in Septem¬ 
ber 1979 through an upward 
revision in lending rates. With 
a view to ensuring that the 
banks provided credit out of 
their own resources, the re¬ 
finance facilities weie tighte¬ 
ned. 

Satisfactory Performance 

It was impressed on banks 
from time to time that their 
non-food credit expansion in 
1979-80 should be significantly 
less than in the previous year, 
in both absolute and relative 
terms. The expansion in non¬ 
food credit (inclusive of PCs) 
at Rs 3,371 crores in 1979-80 
(April-March) was higher than 
the expansion of Rs 2,813 cro¬ 
res in the previous year. In 
terms of the rate of growth, 
however, non-food credit rose 
by 21 per cent which was 
marginally lower than 21.2 per 
cent in 1978-79. Since the 
banks were not able to comply 
with these stipulations, they 
were advised in March 1980 
that the absolute increase in 
non-food credit during the 15- 
month period from end-March 

1979 to end-June 1980 was not 
to exceed the absolute expan¬ 
sion during the 15-month 
period from end-March 1978 
to end-June 1979. 

The increase of Rs 3,564 
crores in absolute terms in 
non-food credit during the 
15-month period ended June 

1980 was only marginally higher 
than in the 15-month period 
in the previous year (Rs 3,429 
crores). Viewed in the light of 
special factors like the larger 
financing of petroleum com¬ 
panies, the performance of the 
banking system vis-a-vis the 
guidelines set out in March 
1980 appears to be satisfactory. 

It was urged on banks that 



march of progress 


Remote places in Mayurbhanj and 
Beistar, the Tribal hinterlands of 
Barajamda, (3uva and Barbll are now 
on the modem economic map of India. 

Iron ore mines have opened up new 
vistas for thousands. Better clothing, 
food, medicine, education. The fruits of 
progress brought in the wake of 
emptoyment. 

MMTC’s export efforts lead to laying of 
700 Kms of new Railway line. They 
opened up lifelines of communication 
between farflung places cut off from 
modern India for hundreds of years. 

The railway lines carried ore traffic. 
They also developed awareness of the 
common bonds. Tribal regions are now 
marching ahead with the rest of India. 


THE MINERALS & METALS TRADING 
CORPORATION OF INDIA LIMITED 

(A eOVERNMiNT OF INDIA UNDERTAKING) 

EXPRESS BUILDING, BAHADUR SHAH ZAFFAR MARB. 
HEW OELHMIOOOZ. 
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N0 8TOAW 
IS TCX> SMALL... 

No Straw Is too small »., no distance too 
far for the weaver bird In its pursuit for per¬ 
fection — to make a nest of exquisite 
beauty. 

NGEF In Its ceaseless endeavour to achieve 
perfection leaves no stone unturned. Its 
meticulous attention to detail, however 
small, and world-class technology are 
behind the reputation that NGEF electrical 
equipment enjoy today for quality, 
reliability and dependability. 

Backed by a well established R & D Division 
NGEF is continually striving towards product 
development and improvement. 

Besides manufacturing sophisticated electricJ 
equipment NGEF also un^rtakes turnkey 
electrification protects in diverse and specia¬ 
lised fields — steri. chemicals, fertilizers, 
cement, paper, traction, lefineries, petro¬ 
chemicals, to name a few. 

MANUFACTOBING BANGE 

TRANSFORMERS from 50 kVA to 400 MVA 
TRANSFORMERS for Special Applications 
SWITCHGEAR upto 750 MVA 11 kV 
AC MOTORS from 0.25 kW to 3500 kW 
SPECIAL MOTORS 
ALTERNATORS AND D.C. MACHINES 
POWER DIODES 
POWER RECTIFIERS 
THYRISTORS 

THYRISTOR CONVERTORS 

NGEPs countiy>wlde network of sales offices 
ensures prompt after sales service. 


Yes. for NGEF 
no straw is too small — 
no distance too for — 
in its quest for perfection. 
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Bangalore, Madras, Secunderabad. 
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New Delhi, Kanpur. Calcutta. 
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tbe emphiiiis should be not 
only on priority sectors but on 
the weaker and under-privile¬ 
ged groups within each sector. 
In implementing these decisions 
it was necessary to reinforce 
the framework of the district 
credit plans with special em¬ 
phasis on the 20-Point Pro¬ 
gramme. 

As the unusually low credit- 
deposit ratios in certain rural 
areas gave rise to the appre¬ 
hension that rural branches 
might become the conduct for 
the flow of resources from the 
rural to the urban areas, pub¬ 
lic sector banks were advised 
that by March 1979 the rural 
and semi*urban branches 
separately should achieve a 
credit-deposit ratio of at least 
60 per cent While it is not 
necessary that this ratio should 
be achieved separately branch- 
wise, district-wise or region- 
wise, the banks have been 
asked to ensure that wide dis¬ 
parity in ratios between diffe¬ 
rent States/regions is avoided 
in order to minimise regional 
imbalances in credit deploy¬ 
ment. The data available for 
end-June 1979 show that, at 
the all-India level, credit-depo¬ 
sit ratios for rural and semi- 
urbap branches were 54.4 per 
cent and 47.2 per cent, respcc- 
tivi^ly. 

Credit-Deposit Ratio 

About 42 per cent of dis¬ 
tricts covered by rural bank 
branches and 28 per cent of 
districts covered by semi-urban 
bank branches showed a credit- 
deposit ratio of over 60 per 
cent at the end of June 1979, 
as against 38 per cent and 33 
per cent, respectively, at the 
end of June 1978. In the case 
of rural branches, the number 
of districts falling in the range 
of 40 to SO per cent at 48 at 
end-June 1979 was higher as 
compared to 29 districts a year 
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ago; at the same time the 
number of districts with credit- 
deposit ratio of 20 per cent or 
less declined from 72 at end- 
June 1978 to 48 at end-June 
1979. In the case of semi- 
urban branches, the number 
of districts falling in the range 
of 50 to 60 per cent at end- 
June 1979 at 59 was higher 
than the position a year be¬ 
fore (35); at the same time, as 
in the case of rural offices, the 
number of districts with credit- 
deposit ratio of 20 per cent 
and less declined from 40 at 
the end of June 1978 to 28 at 
the end of June 1979. 

Branch Expansion 

The branch licensing policy 
formulated in September 1978 
for the three years 1979-81 
envisaged the opening of 6,500 
additional offices in the rural 
and semi-urban areas of the 
deficit districts (viz, districts 
where the average population 
per office was higher than the 
national average of 20,000 as 
on June 30, 1978). In accor¬ 
dance with the guideliness laid 
down in the branch licensing 
policy, detailed programmes 
of branch expansion on a dis¬ 
trict-by-district basis for each 
State/Union Territory were 
drawn up by the Reserve Bank 
of India. The allottee banks 
were advised to gear up their 
machinery so as to accelerate 
the pace of expansion by open¬ 
ing offices at the centres allot¬ 
ted to them. The branch licens¬ 
ing policy continues to accord 
top priority to the opening of 
bank branches in all the un¬ 
banked community develop¬ 
ment block headquarters in 
the country, in view of the 
special position they occupy 
in the Government scheme of 
developmental administration. 

Of the 653 centres identified 
as unbanked community deve¬ 
lopment block headquarters. 


131 block headquarters were 
found falling within a distance 
of three kilometres from the 
nearest functioning commer¬ 
cial bank offices and, with a 
view to avoiding duplication 
of effort and wasteful competi¬ 
tion among banks, those block 
headquarters were treated as 
banked. Five block headquar¬ 
ters although falling beyond 
3 kms have been treated as 
covered, as the close-by bank 
offices were found to be ade¬ 
quately catering for their bank¬ 
ing needs. It was found that 
in another 160 block head¬ 
quarters RRBs were providing 
adequate banking services. As 
regards the remaining 357 un¬ 
banked block headquarters 
offices have been opened in 
187 block headquarters and in 
respect of 131 unbanked block 
headquarters licences are pend¬ 
ing with banks. In the case 
of the remaining 39 unbanked 
block headquarters, the banks 


have expressed their inabilit} 
to open offices mainly due tic 
lack of infrastructural facilitiei 
and this question is being pur¬ 
sued with the concerned banks 
Slate Governments. 

During the year under rti 
view, 17 more RRBs were 8^ 
up one each in Andhra Pri- 
desh and Jummu and Kashmb 
two in Orissa, four each it 
Bihar and Madhya Praded 
and Five in Uttar Pradesh 
Thus, the total number d 
RRBs as at the end of Juni 
1980 was 73 covering 130 di# 
tricts in 17 States, against 
RRBs a year earlier. The total 
number of branches of RRft 
rose from 1,990 in June 197S 
to 2,678 in June 1980. Accord' 
ing to the progress report: 
received from 57 RRBs, theii 
deposits as on the last Friday 
of December 1979 were Rs 
crores, while advances stopc 
at Rs 167 crores. A yea 
earlier, these were Rs 74 croro 


A BIG LEAP FORWARD 

During the past 8 years, the Indian Seafood Industry 
has shown a dramatic tlend of growth. Export quantum 
from 38,000 tonnes to 92,000 tonnes. Export earnings 
from Rs 58 crores to over Rs 262 crores. Export unit 
price from Rs 1 5/- to about Rs 30/- per kg. 

And our fishery industry has plenty on its side to rely 
on. A vast coastline producing some of the world’s 
finest varieties in fish... .growth accent on diversification 
into new products... .a total package of services and 
expanding market.s over.scas. 

If you are in the seafood export trade, you can reckon 
with our help every step of your way. 


THE MARINE PRODUCTS EXPORT 
DEVELOPMENT AUTHORITY 

Post Box 1708, Cochin 682 016. 
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The Premier Drive-Awiiy 
Chassis. 

Premier Automobiles Limited offers you the ultimate choice ) 

In Indian cars. The option of buying a Drive-Away Chassis. 

And getting the rest of the car built lust the wav you want 
it to be from the wheels up , 

There are a number of 
ve^ competent car body buildera 
in the market today. 

Just waiting to custom-design a car lo 
your very own soecifications. 

You want a utility run-aboutthafs 
got loads ot storage space? 

No problem. No need to 
buy a standard production line model and 
convert it to what you want. v * 

You Hist start with the Premier 

Drive-Away Chassis and add on whatever features meet your fancy- 
It saves you time, money and trouble And just in case 
you want a car unlike any other on the road, iho 
Drive Away Chassis is your best bet. Because right from the 
shape of the body to the amount of head-room, you call the 
shots. You want airconditioning, bucket-scats, a floor gear 
shift, door-to-door carpeting, a fast-back roar window 
with Its own wiper, or whatever else you can think of, 
just say the word And you’ve got it. The entire car can be 
mMS-to-measure. To fit your requirements And don’t 
forget the big advantage it II have over foreign cars in 



We give you the basios. 

And leave the rest to your imaginatioa 


It opens up 
somegieat 
big possibilities! 


teclaas. Easy availability of spares and maintenance 
facilities. An engine that’s ideally suited for Indian 
onditions. A car that's lower on maintenance as well as 
Ing costs thi 
nl^a your 
till to the Pi 


conditions, i _ 

running costs than other Indian cars. After all, no matter 
how unique your car may look on the outside, inside 
to will still to the Premier Padmini^The Economy Diive 
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andRs 122 crores, respecti¬ 
vely, Advances to small/ 
marginal farmers, 'landless 
labourers and rural artisans 
outstanding as on December 
31, J 979 amounted to Rs 154 
crores and formed 92 per cent 
of the total advances. 


crores covering 39,763 applica¬ 
tions, against Rs 660 crores 
covering, 20,014 applicants dur¬ 
ing the period July 1978-March 
1979. Disbursements were 
also higher at Rs 583 crores, 
against Rs 482 crores. The 18 
SFCs (including the Tamil 


Nadu Industrial Investment 
Corporation Ltd) together 
sanctioned assistance totalling 
Rs 302 crores during 1979-80 
(April-March) against Rs 194 
crores in the previous year. 
Similarly, disbursements were 
higher at Rs 187 crores, against 


Rs 135 crores in 1978-79. 

The number of credit insti¬ 
tutions eligible for facilities 
under the Credit Guarantee 
Scheme increased from 748 in 
March 1979 to 763 in March; 
1980 and the number of insti¬ 
tutions participating in the 


Balanced Development 

Emphasis was continued to 
be placed on the two objec¬ 
tives, viz. even development 
k. of institutional arrangements 
for purveying credit in diffe¬ 
rent areas and larger flow of 
financial resources to the wea¬ 
ker sections. Rcogranisation 
of primary agricultural credit 
societies (PACS) and rehabili¬ 
tation of weak central co¬ 
operative banks (DDBs) and 
stale co-operative banks(SCBs) 
made further progress. The 
Agricultural Refinance and 
Development Corporation 
* continued to direct its efforts 
to reduce regional imbalances 
in the flow of investment cre¬ 
dit. Deposits with SCBs, CCBs 
and PACS during 1978-79 
increased by 20.2 per cent, 20.1 
per cent and 23.6 per cent, 
respectively, maintaining the 
trend observed in the earlier 
year. The loans issued by 
PACs during 1978-79 totalled 
Rs 1,395 crores, against Rs 
1,273 crores in 1977-78. A 
major development during the 
year was the acceptance in 
principle by the Government 
of India and the Reserve Bank 
of the need for the establish¬ 
ment of the National Bank for 
Agriculture and Rural Deve¬ 
lopment (NABARD). 

Financial assistance to the 
industrial sector was stepped 
up significantly, particularly 
to the small-scale sector dur¬ 
ing the year. The total assis¬ 
tance (excluding guarantees) 
sanctioned by IDBI during the 
nine months ended March 1980 
was much higher at Rs 931 




NEW BANK OF INDIA 

(A Govt, of India Undertaking) 

Head Office: 1. Tolstoy Marg, New Delhi. 
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THITiCHNOiaGISrS’ 

superhumikt 



That's one way of describing 
the broad spectrum of lOL's 
technologies. 

The technologists' supermarket 
is lOL where under one roof a 
wide range of products and 
services are available. 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment; special 
gases for the electronics 
industry, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research; anaesthetic equipment, 
welding and cutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the small 
tool manufacturer, the giant heavy 
engineering sector, petrochemical, 
fertiliser and refinery complexes 
plus entire gas plants, associated 
cryogenic equipment; and liquid 
oxygen explosives for mining. 



lOL 



Backing this hardware is a 
package of services-consultancy 
and advisory, after-sales, and 
training. 

lOL's leadership in all its 
activities is the leadership of 
technology. Cross-fertilising 
latest trends with existing know¬ 
ledge to breed a new genera¬ 
tion of products and services. 
For progress. 



Indian 

Oxygen 

Limited 


lOL offers the best in technology 
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scheme increased by 22 to 
313, The amount of outstand¬ 
ing guarantees rose from Rs 
2,440 crores in March 1978 to 
Rs 2,874 crores in March 1979 
and further to Rs 3,289 crores 
in March 1980, reflecting a 
steady increase in the flow of 


institutional credit to the small 
scale industrial sector. The 
DJCGC extended the benefit 
of the deposit insurance and 
credit guarantee schemes to 
some more eligible institutions 
during the year. 


Challenges Ahead 


In the background of the 
above developments let us 
. examine the challenges ahead ; 

Greater monetisation of the 
Indian economy and the in¬ 
creasing tempo of economic 
activity would surely lead to a 
tremendous increase in the 
volume and complexity of 
banking operations in the 
coming years. The role of 
commercial banks will also 
expand speedily. The discharge 
by banks of this expanding 
role would be facilitated by 
the formulation of a Jong term 
banking policy keeping in view 
the growth expectations of the 
economy. While the increasing 
expectations from the banking 
system are a tribute to the 
dynamism and resilience of 
banks, the magnitude of the 
task assigned to the banks to 
deploy funds to various sectors 
of the economy and bring 
about social and economic 
change, simultaneously ensur¬ 
ing their viability will pose 
several problems and challen¬ 
ges. The problems and chal¬ 
lenges may be discussed here. 

Banks are increasingly called 
upon to involve themselves in 
the efforts of the Stale at eco¬ 
nomic development and social 
progress. The RBI Govem- 
nor has drawn pointed atten¬ 
tion of bankers to three impor¬ 
tant aspects of their activities. 

(a) Banks should make con¬ 
sistent efforts in the field of 
^ deposit mobilisation and re¬ 
covery of loans so that availa¬ 


bility of funds for productive 
purpose would be augmented. 

(b) Banks must pay greater 
attention to the submission 
of periodical data and infor¬ 
mation on credit deployment 
particularly in respect of prio¬ 
rity sectors to the RBI. 

(c) Banks should ensure 
that there is no undue delay 
in the utilisation of licences for 
opening branches. The an¬ 
nouncement of the Govern¬ 
ment to revive and revitalise 
the 20-poinl Economic Pro¬ 
gramme has given a new sense 
of direction to the banking in¬ 
dustry. The expectation of the 
Government is that the public 
sector banks should set their 
sights higher and increase their 
priority sector lendings from 
the hitherto prescribed level of 
33.33 per cent to 40 per cent 
over the next five years. It has 
also been stipulated that a 
major portion of this enhanc¬ 
ed credit disbursal should sub¬ 
serve the 20-Point Economic 
Programme. Banks have accep¬ 
ted the challenge and in the 
process of meeting the chal- 
langc they will have to face 
so many difficulties. The RBI 
has envisaged a 10 per cent in¬ 
crease in credit over and above 
the 1979-80 credit expansion. 
Accordingly banks can extend 
their credit by Rs 3,590 crores 
in 1980-81 against Rs 3,264 
crores extended during 1979- 
80. Till October 17, 1980 the 
credit portfolio of banks had 
increased by Rs 729 crores 


leaving a balance of Rs 2,861 
chores to be deployed during 
next 5i months of the current 
financial year. To finance this 
order of cred t expansion banks 
should mobilise resources of 
the order of Rs 5,500 crores 
during the busy season. This 
is a tall order under the pre¬ 
sent context of continued in- 
flatiorary situation. The depo¬ 
sit accretion with banks will 
total about Rs 3,000 crores 
leaving a shortfall of Rs 2,500 
crores. Against this the libe¬ 
ralised credit policy has given 
banks a marginal relief of 
Rs 300 crores, which would 
have been impounded under 
the earlier scheme. If the 
Reserve Bank is serious in 
assisting the weaker sections 
of society in a phased manner 
they should release the 10 per 
cent impounded money since 
June 14, 1977 and grant spe¬ 


cial refinance to banks to meet; 
the demand. The situation 
calls for determined measures 
to step up savings and invest¬ 
ment primarily through greater 
incentives. On the demand 
side, it is necessary to reduofr; 
wasteful expenditure and td 
rake early steps to economist 
on the consumption of oil. 

In order to mobilise deposH’ 
resources there is a strong ca^ 
for increasing the rate of intSh!; 
rest by at least two percentage 
points. It is also necessary to 
improve customer service. In 
the absence of these determin*^ 
cd measures the inflationaiy, 
situation may continue un^: 
abated reflecting a deceleratiCMl' 
in the banks deposit growth^^ 
low investment and lower eco^ 
nomic activity, and the objec¬ 
tives of the credit policy wiB 
not be achieved. In this con¬ 
text emphasis on social bank* 


i 


IT IS NEVER TOO LATE TO START SAVING i 

Also, there is no age limit for saving 
Whatever might be your age- 

We offer many Savings Schemes to Suit 
your need, well within your saving limit 
plus our dedicated and courteous service. 


Step in any one of 
personalised service. 


our Branches for 


THE KMUR VYSYA BANK LIMITED 

Regd. and Central Office ; Karur 
for SERVICE, SAFETY and SECURITY 

K. V. RAGHAVACHARI 

Chairman. 
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/ing appears to be a misnomer. 
i !nierefore, with a view to faci- 
:, ;iitating the meeting by banks 
^ of the challenges of social 
banking, the RBI should sup- 
> port banks on the lines indi- 
’ cated earlier. There should 
1 , also be an integrated approach 
to development banking if the 
objectives are to be realised 
^ folly. 

Along with the expansion of 
' credit by banks, the Govern- 
' ment authorities should also 
», make available the supporting 
: facilities and the needed infra¬ 
structure Facilities for market- 
V ing, storage and solution of the 
[ problems such as transport 
^ - bottlenecks etc arc also very 
11 important. In the absence of 
'; such supports and infrastruc- 
^^ tural facilities credit will not 
;; serve any purpose. Credit can 
,ij by itself create nothing. To 
; i expand production borrowed 


funds must be spent by far¬ 
mers and entrepreneurs and 
other small brorrowers on 
physical inputs. The surplus 
must be transported to market 
and sold. This is a complex 
process. Credit places in the 
borrower’s hands funds that can 
be used to purchase produc¬ 
tive inputs. The factors which 
have been identified as essen¬ 
tial complement of credit in 
promoting development are- 
opportunities for putting cre¬ 
dit to productive use—both 
technical and economic, ade- 
qute marketing infrastructure 
to make investment profitable, 
availability of neces.sary inputs 
in adequate quantities and 
favourable Government policy. 
Therefore, in the context of 
considering any expansion of 
credit assistance by commer¬ 
cial banks under most of their 
lending programmes it has to 


be recognised that credit is but 
one of the important inputs 
and increased availability of 
credit may have little effect on 
production/income if the other 
factors militate against the 
profitable nse of credit. In 
view of this it is essential that 
there should be an integrated 
approach to development. 

Economic development is a 
very complex job. It is not 
possible to achieve economic 
development by any agency 
single handed. All the agencies 
such as Government agencies, 
commercial and cooperative 
banks, other financial institu¬ 
tions and the service organisa¬ 
tions should join hands in 
achieving economic develop¬ 
ment. The role to be played 
by each one of these agencies 
are complementary to one 
another. Therefore, economic 
development under the new 


approach should be a collec¬ 
tive venture of all these agen¬ 
cies. For each block, district 
and State there should be an 
economic plan prepared by the 
Government. Credit plan and 
banking development plan 
should be only a part of the 
overall economic plan. Banks 
must be given active role to 
play in the economic plans 
prepared by the Government 
at various levels. All the agen¬ 
cies mentioned earlier should 
be involved in the process of 
economic planning and imple¬ 
mentation of the plan. Since 
bank credit is only a part of 
the input required for bring¬ 
ing about development, bank 
credit planning can be consi¬ 
dered only a part of overall 
economic planning. Hence the 
importance of the integrated 
approach. It is wrong to think 
that banks can themselves 



To give an s landing gear a dtmens»on and finish crucial for safe 

operarTfon Carborundum Universal recently developed a specrai honing tool 


Vital mission completed: 
an exacting finish 
ensuredfora 
crucial zone in a 
fighter aircraft 



The hydraulic tube of the landing gear, 
which ensures a safe 'touchdown* for an 
aircraft, demands highly critical dimen¬ 
sions and finish -in short, a specialised 
grinding tool. Carborundum Universal 
took up the challenge... 

After a Cdreful study of the cipplication. 
Carborundum Universal's experts developed 
special honing stones to match the formidable 
levels of accuracy required 
They had found the answer, once more. 




What sets Carborundum Universal apart 

Not just making India's widest range of 
abrasives, super and electrocast refractories, 
but an awareness that they provide something 
more: essential services.. 

Not the wheel, but the precise dimension 
Not the belt, but the finish. Not the heating 
element, but the exact firing temperature... 

All this involves technology of the highest 
order. Creative technology It's what Carho 
rundum Universal is all about 

Carborundum Univartal: providing 
intial services for industry. 


tORUNDUM UIMIVERBAI- L.TD. 

28. Rajaji Road. Madras - 600 001. 
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achieve economic development 
by their credit operations. 
Economic development can be 
brought about only by an 
integrated approach. 

A decade of welfare banking 
has enabled banks to identity 
a few issues for which proper 
solutions have to be found in 
the context of their enlarging 
role in eradicating the evils of 
the economy. Wc have to sec 
whether it is possible for com¬ 
mercial banks alone to eradi¬ 
cate such deep rooted/wide- 
spead evils as unemployment, 
undcr-employment and poverty 
even within a time span ol' a 
decade or two. 

An Imperative 

Recycling of bank credit 
is "an imperative of expansion. 
Failure of farmers to repay 
their loans on time or to repay 
at all is a serious problem 
being faced by banks. As ob¬ 
served by the World Bank study 
—“Assault on Poverty”—‘The 
farmer’s lack of enthusiasm to¬ 
wards repayment is worsened 
by the unwillingness of Go¬ 
vernment to impose sanctions 
through their credit institutions 
on those whose debts arc over¬ 
due’. Further to cite from the 
text of the draft Sixth Plan 
framework, “Pressures which 
have lately developed in some 
parts of the country for writ¬ 
ing off overducs can only be 
viewed with extreme concern, 
for the consequences of this 
will be disastrous for the credit 
system as a whole”. Agricul¬ 
ture is subject to the vagaries 
of nature and large areas of 
the country are periodically 
affected by floods and droughts. 
The problem is further com¬ 
pounded by certain unhealthy 
trends which arc developing in 
rural areas, where defaulters 
tend to be shielded by the 
political elite. As the banks 
increase the coverage of small 
and marginal farmers, the pro¬ 


blem of recovery is becoming 
more difficult. There is, there¬ 
fore, need for the State Gov¬ 
ernments to support the banks 
in recovering the dues. 

In a few States legislative 
measures have been passed, 
enabling the revenue officials 
to assist the commercial banks 
in recovering their dues. There 
arc, however, practical difficul¬ 
ties in the implementation of 
the scheme, h'or some States 
the number of recovery officers 
appointed for the purpose is 
small and in addition they arc 
burdened wMth other work. 
Also there arc loopholes which 
enable the defaulters to escape. 
The effective assistance in the 
recovery of overducs available 
to commercial banks is not al¬ 
ways satisfactory and ade¬ 
quate. Therefore, there is 
need to pass such legislation 
in all the States and also to 
improve the efficiency of the 
administrative machinery set 
for the purpose of helping the 
banks in their recovery work. 

Recovery Problem 

The problem of recovery of 
loans granted to the priority 
sector has remained a constant 
source of anxiety for banks. 
On an average banks have to 
bear the burden of about 50 
per cent overducs in agricultu¬ 
ral loans and this results in 
curtailing recycling of the 
funds, denying several new 
deserving cases their share of 
institutional credit. While the 
banking system cannot remain 
indifferent to the hardships of 
the small borrowers caused by 
the economic environment, 
any laxity in the recovery 
would be self-defeating, fherc- 
forc, as indicated above. State 
Government should see how 
best they can help the banks 
in the matter of recovery. All 
the States should pass suitable 
legislation on the basis of the 


Talwar Committee fccommcn- 
dations. 

If organisational producti¬ 
vity is to be increased and 
maintained at a higher level 
the people comprising the 
organisation from the broadest 
to the narrowest level have to 
be intellectually and physically 
Involved with and integrated 
into the organisational goals, 
activities and achievements. 
There must be harmony of 
interests. There must be per¬ 
vasive confidence that the 
goal, plan or task is in the 
optimal interests of all the staff 
members individually or col¬ 
lectively and of the organisa¬ 
tion. In the ultimate analysis 
performance budgeting which 
is being operated by banks is a 
system which if properly and 
effectively operated would 
bring about the growth of the 
organisation along side the 
growth of individual employees 
who comprise the organisation. 


This is because, the process 
of participation envisaged in the 
budgetary process will expose 
the individual employees to 
various challenges and pro¬ 
blems involved in the formu¬ 
lation of the budget and its 
implementation. Through ex¬ 
posure to such challenges it 
is possible for individual em¬ 
ployees to improve their dyna¬ 
mism, enhance their effective¬ 
ness and increase their effici¬ 
ency. In other words such ex¬ 
posure will bring about their 
individual development which 
is an indispensable basis for 
their career progression. That 
is why it is always mentioned 
that performance budgeting is 
an instrument for achieving 
the growth of the organisation 
as well as the development of 
individual employees simul¬ 
taneously. But such an accu¬ 
rate perception of the system 
is not obtaining in the banking 
sector today. Therefore, banks 
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With best compliments 


from 

Kankariya Chemical Industries Limited 


Works <S Office : 

118, GIDC Estate 
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I ^liould do all tbat they can to 
.^ ensure the perception of per- 
iformance budgeting as a tool 
^for building up the employees 
l and ensuring the growth of the 
{banks on sound lines simulta- 
neously. This is possible 
.through proper systems of 
^communication and the educa- 
.tfive process. 

r Through involvement in the 
^planning activities it is possi- 
i|ble to win the commitment of 
pmployees at all levels in the 
inatter of implementation of 
‘Mrious plans and programmes 
‘jfor the development of the 
Organisation. In order to win 
commitment of employees 
It is very essential to institute 
i .clearly thought out and well 
lielined participation pro- 
framme in banks. Commit- 
' pient to a goal comes from a 
Ibeling of identification with 
; ^ goals for which the task is 


being performed. The best way 
of achieving such identification 
would be to associate emplo¬ 
yees in goal setting at each 
level. At the bank level parti¬ 
cipation should be of two 
types, namely: 

(1) Through the representa¬ 
tives of employees, i.e., union 
of employees; and 

(2) Emplyees themselves. 

Through appropriate systems 

of communication and the 
process of education the 
unions of employees must also 
be made to perceive perfor¬ 
mance budgeting correctly. It 
is also necessary to remove 
the other deficiencies presently 
obtaining in the banks in the 
area ol planning. These defi¬ 
ciencies are absence of long 
range planning with linkage 
to performance budgeting, ab¬ 
sence of input planning, poor 
and inadequate monitoring of 


performance and lack of co¬ 
ordination as between various 
functioning inside the banks. 

In order to increase the 
effectiveness and efficiency of 
personnel functions to meet 
the challenges of anticipated 
growth in the eighties, and to 
ensure optimum congruence 
of the aspirations of indivi¬ 
dual employees and the orga¬ 
nisational objectives, banks 
should e.stablish human re¬ 
sources development depart¬ 
ments under the charge of 
efficient high level functio¬ 
nary. The tasks of the depart¬ 
ment must be systems develop¬ 
ment and research in the per¬ 
sonnel area, performance and 
potential appraisal with feed¬ 
back and counselling, career 
development and planning, 
job analysis including job eva¬ 
luation, work redesign, dele¬ 
gation, identification of key 


performance areas and short 
term manpower planning and 
management of long term 
manpower flows. The above 
steps are necessary with a view 
to enabling the banks to meet 
the challenges of Eighties 
effectively and with greater 
success. 

The evolution of codes of 
conduct for the unions and 
management is very necessary 
in the Eighties. A permanent 
conflict resolution machinery 
may be set up in each bank 
and also at the industry level 
to enable both the parties in¬ 
volved in a conflict resolution 
to sit and discuss their grie¬ 
vances across the table before 
resorting to any form of orga¬ 
nisational agitation. While 
bank level machinery can sort 
out local issues, the industry 
level machinery may be used 
for .sorting out issues having 
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wider implications. If this 
strategy succeeds the increas¬ 
ing instance of lightening 
strikes, go-slows and agitation¬ 
al programmes could be avoid¬ 
ed. This could be one of the 
long term solutions to the 
hardships faced by the bank¬ 
ing public during the agita¬ 
tions. The recent increase in 
the pay structure of staff mem¬ 
bers in banks on account of 
the implementation of Piliai 
Committee recommendations 
and the 3rd Bipartite Settle¬ 
ment should be matched by an 
increase in productivity. 
Therefore, it is cssental to 
increase productivity at all 
levels in banks. This is pos¬ 
sible through better work 
organisation, motivation of 
suff members, and ensuring 
their involvement in all bank 
functions including perfor¬ 
mance planning and plan im¬ 
plementation and also through 
proper distribution of work 
effective supervision including 
self-supervision by the staff 
members themselves and other 
well though tout measures. 

Goldm Mean 

There should be management 
by involvement and participa¬ 
tion if banks are to succeed 
in facing the challenges suc¬ 
cessfully. A golden mean bet¬ 
ween profitability and social 
purpose should be struck by 
banks. In the absence of a pro¬ 
per system of profit planning 
it would be impossible for 
banks to achieve profitability. 
Hence the profit planning has 
to be adopted as a part of the 
performance budgeting exer¬ 
cise in commercial banks. 
Banks should also reduce 
overtime payments. They 
should institute proper sys¬ 
tems for monitoring overtime 
payments and see that they 
are kept to the minimum. 

Again, the number of small 
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accounts of commercial banks 
is likely to increase in the 
Eighties. The main problem 
would be to cope up with large 
number of small accounts 
particularly because another 
parameter of progress enjoin¬ 
ed on the banks is that the 
share of small and marginal 
farmers in the total direct 
farm credit at the end of 
March 1983 will have to be 
50 per cent. Handling of the 
large number of accounts 
would be a stupendous task 
for the banks not only from 
the accounting angle but also 
from the point of view of can¬ 
vassing and follow up. 

Extension Effort 

Disbursement of credit of 
such magnitude will involve 
tremendous extension effort, 
particularly among the small 
and marginal farmers where 
the average amount per 
account is very small. Fur¬ 
ther mere disbursal of credit 
would not be adequate. End 
use will have to be closely 
supervised. This will necessi¬ 
tate the appointment and train¬ 
ing of a large number of tech¬ 
nical hands and field staff. As 
a result of the appointment 
of a large complement of 
technical staff and field staff 
the administrative cost of 
handling large number of 
agricultural loans would in¬ 
crease, As it is the wage 
structure in the commercial 
banks is much higher than any 
other financial institution. 

The implementation of the 
PCRs and the 3rd Bipartite 
Settlement have again contri¬ 
buted to an increase in the 
establishment expenditure of 
public sector banks. Further 
variable costs of agricultural 
loaning which increase in 
direct proportion to the 
volume of advances are con¬ 
siderably high. Consequently 


IFCI 

Industrial Finance Corporation 
of India 

I Provides 

I Medium and long term credit in rupees and foreign 
j currencies to industrial concerns In India 

j OPERATIONS AT A GLANCE (As on June 30, J980) 

1 IFCf has sanctioned financial assistance amounting to 
j Rs. J047.24 crorcs for 1265 industrial projects spread all 
I over the country. 

I 473 projects in ihe industrially less developed areas were 
.sanctioned financial assistance amounting to Rs. 425.33 
I crores which constituted 40.6% of the total sanctions. 

I Industrial cooperatives, which are an effective instrument 
j of rural reconstruction and development, were sanctioned 
j financial assistance aggregating Rs. 166.31 crorcs by IFCT: .. 
I 173 projects in the cooperative sector were beneficiaries j 
I of this as.sistance. i 



I IFCI has sanctioned financial assistance of Rs. 92.77 crores 
1 for 194 projects promoted by new entrepreneurs and 
technologists. 

SPEaAI. reATl/RES 

IFCI offers concessional finance for projects in notified 
industrially less developed areas. 

IFCJ is participating, along with other all-fndia term len¬ 
ding institutions, in the administration of the Soft Loans 
Scheme for modernisation and rehabilitation of certain 
industries. 

IFCI hns announced new promotional schemes which arc 
essentially in the nature of encouraging indigenous techno¬ 
logy, ancillary industries and new and small entrepreneurs. 


ELIGIBILITY FOR ASSISTANCE FROM II Cl 


Any limited company or a registered cooperative society 
in the medium and large scale sector may apply for assis¬ 
tance. 


INDUSTRIAL FINANCE 
CORPORATION OF INDIA 

16, SANSAD MARG, NEW DELHI-110001. 
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^^iBgricttltural financing isbecom- 
**^ing an increasingly costly pro- 
J^position for commercial banks, 
ith the increase in the 
J^Volume of agricultural credit 
,®*envisaged in the sixth Plan, 
.^profitability of banks is likely 
be under great strain. All 
;^s points to the need to 
■^have a perfect system of profit 
planning as an adjunct to 
{^^performance budgeting. Banks 
^^would also adopt a scientific 
^l^iproach to fixation of staff 
Strength. 11 is also necessary 
yHov banks to review the staffing 
^^attem at all branches and 
^*administnative offices and fix 
^nly optimum staffing pat- 
sterns. Now some offices in 
bach bank are reportedly over 
f^taffed. Such surplus staff 
Should be identified and it 
?||hould be redeployed at other 
^eedy offices. Over-staffing, 
^part from resulting in un- 
f^ineecssary establishment ex- 
V Ipenses, has a demoralising 


effect too, thereby reducing 
staff productivity. Thus, 
adoption of a scientific appro¬ 
ach to staffing is neces¬ 
sary if banks are to succeed 
in meeting all the challenges 
in this decade. The producti¬ 
vity of staff of various cate¬ 
gories should also be increas¬ 
ed. Banks should also pay 
more attention to international 
banking to increase profit¬ 
ability. 

If banks arc to attract depo¬ 
sits they should improve cus¬ 
tomer service. The customers 
usually judge the eflicicncy of* 
banks on the basis of the ser¬ 
vice rendered to them mostly 
at the counter. Therefore, 
service at the counter has 
to be improved. As already 
indicated elsewhere, spot pay¬ 
ment system upto prescribed 
amounts for cheques may be 
introduced in the main bran¬ 
ches in important urban cen¬ 
tres and metropolitan centres 
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by ail commercial banks. They 
may adopt a sy.stem akin to 
the Teller system. There should 
also be a system of recording 
performance of individual 
employees in the area of custo¬ 
mer services. The work of 
staff members in rendering 
good service should be record¬ 
ed and recognised. It is neces¬ 
sary to give weightage for 
good customer service render¬ 
ed by staff members while 
considering their promotion. 


In the efforts of banks at im¬ 
proving customer service, the 
Indian Banks' Association 
should get actively involved so 
that pooling of expertise and 
exchange of information 
could take place iimong the 
member banks for the benefit 
of all member banks. I he IBA 
may brain storm the member 
banks, pool the ideas and 
make the useful ideas avail¬ 
able to all banks. 


Organisational Revamping 


If banks arc to meet the 
challenges before them effec¬ 
tively and with greater success 
they should have proper sys¬ 
tem of organisational planning. 
A transformation from class 
banking to mass banking and 
a tremendous expansion of 
banking activities both func¬ 
tional and geographical have 
posed new problems like 
management and control. The 
physical dispersion of branches 
and the expansion of new ser¬ 
vices and clientele have made 
it imperative for banks to 
create new decision making 
centres within the organisa¬ 
tion. Banks have been ven¬ 
turing into opening new deci¬ 
sion making centres so that 
effective control over branches 
can be exercised more expedi¬ 
tiously. However, banks are 
following different patterns of 
organisational system to suit 
their needs, taking into ac¬ 
count the traditions and pccu** 
liaritics of the organisation. 

The process of decentralisa¬ 
tion should be such that maxi¬ 
mum results are achieved with 
minimum cost. Decentralisa¬ 
tion should not lead to dupli¬ 
cation of efforts and work at 
various levels. It is necessary 
to sec that cost incurred in 
opening new offices should 
not be growing cost and it 
should not add to total cost 


substantially. The additional 
cost incurred in opening 
these offices should get com¬ 
pensated by increased volume 
of business the bank is able to 
mobilise over a reasonable 
period of time. Banks cannot 
create new' decision making 
centres on ad hoc basis. If 
they are to operate effectively, 
achieve their organisational 
goals and fulfil the expecta¬ 
tions of society, then they 
should go in for proper sys¬ 
tem of organ i.sational plan¬ 
ning. This is absolutely essen¬ 
tial for banks to meet the 
challenges of the Eighties. 

The involvement of banks in 
community affairs would 
increase in the Eighties. 
Therefore banks should try to 
implement new and innovative 
ideas. Banks should also give 
consultancy services and 
launch the entrepreneurial 
development programmes. 
Consultancy services should be 
provided in product selection 
project preparation and im¬ 
plementation, market service 
etc. 

Although banks are willing 
to finance under the self- 
employment schemes there 
may not be adequate people 
with required enterprise and 
competence to take up self- 
employment ventures. There¬ 
fore, entrepreneurial develop¬ 
ment programmes are a must 
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« for banks in the Eighties. It is 
\felt that it is impossible for 
Sthe country to provide salaried 
Jjobs for the incremental popu¬ 
lation in the coming years. 
^ Hence the only option for the 
^incremental population is to 
?'take up sclf-employmcnl. <\ll 
^ the individuals may not be 
^having the same qualities and 
^nnterprisc required for taking 
^np self-employment. Also 
“'^enterprise is a plant of very 
^ slow growth. Jt can be deve- 
^lopcd only by constant and 
’^concerted efforts. Banks 
^>should take up the entrepre- 
^ineurial development prugam- 
jmes with a view to building 
ijup enterprise among the pros- 
'*^ctive self-employed indivi- 
^Uuals. In the colleges, parti- 
jjttularly, professional colleges, 
^it is possible to implement the 
programme. The Junior 
^Achievement Programme 


which is available in the United 
Slates of America and which 
has been implemented by 
Manipal Jaycees will be very 
useful in this regard. Under 
this Jurior Achievement Pro¬ 
gramme, students start smtll 
companies, produce goods 
and services during the acade¬ 
mic year and through the 
sale tf such products they 
earn profits. The Junior 
Achievement companies so 
created are liquidated immedi¬ 
ately after the close of the 
academic year. Thus the 
students get training in mana¬ 
ging an enterprise apart from 
earning something while they 
learn. The banks can th ough 
the help of local service orga¬ 
nisations and individual deve¬ 
lopment organisations like 
Jaycees successfully launch 
entrepreneurial development 
programmes. This is consider¬ 


ed a must for meeting the 
challenges of the Eighties 
effectively. 

The other challenge is the 
increasing incidence of indus¬ 
trial sickness especially in the 
large and medium sectors 
which causes severe strain on 
the banking system. Banks 
have to adopt proper pro¬ 
grammes for rehabilitating 
sick units. When banks are 
rehabilitating sick units as a 
part of their socio-economic 
obligation, there is a need for 
the Government to exclude 
interest on advances to sick 
units from assessable income 
for tax purposes. This will 
encourage banks to institute 
rehabilitation and nursing 
programmes. 

With a view to making 
their operations more effective 
and efficient banks should 
explore the ways and means 


of exploiting the marketing 
concept also in the Eighties. 
Banks have to develop and 
offer those services which have 
a wide market. Marketing 
research is important and use¬ 
ful in that it helps identify the 
future trend of demand for 
bank’s services. Market re¬ 
search also enables banks to 
select those projects and 
schemes which fructify in the 
shortest possible period. 
Research in marketing and use 
of marketing techniques help 
eliminate wastage in develop¬ 
mental efforts. Banks cannot 
afford to waste efforts in view 
of the cost factor. Hence the 
urgency to exploit the market¬ 
ing techniques to face the 
banking challenges of this 
decade. 

Revamping of the entire 
banking structure is not only 
necessary but also overdue. 




SEVENTY FIVE YEARS OF WELFARE BANKING 


In 1906, in a small tiled house of 
Mangalore, a group of people 
pooled their resources to start a 
co-operative venture The Canara 
Hindu Permanent Fund had but 
one objective at its core — to help 
the weaker sections of society by 
encouraging habits of thrift and 
saving. 

Canara Bank today has grown into 
one of the largest nationalised 
banks of the country but it has 
stayed true to the ideals that gave 
it birth. 

Our tremendous pace of growth 
has been satisfying in terms of the 
thousands of people whose 
futures we have been able to 
shape, whose lives we have 
touched with hope. Our dedica¬ 
tion in turn has helped generate 
further growth. 


MEASURE OUR 
GROWTH BY 
THE NUMBER 
OF LIVES WE 
HAVE SHAPED 



Today’s imposing edifice of almost 
Rs. 1.600 crores in deposits, 

Rs. 1.000 crores in advances, with 
over 1.200 branches alt over the 
country has been built on a 
foundation of goodwill, faith and 
confidence of people from ail 
walks of life 

As we enter our 75th year we re¬ 
dedicate ourselves to the concept 
of the founders: an institution that 
would steep itself in the lives of 
people, sharing the good times, 
tiding them over the bad. 
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For many important reasons employees. All these require 
like the unwieldy and hapha* good management. Even 
zard growth of banks and the management of banks is be- 
continuous deterioration in coming a costly affair. Frc- 
the quality of customer ser- quent unplanned transfers of 
vice, it is indeed high time the staff make for heavy travelling 
structure of organisation and expenses apart from creating 
management of banks was problems of language, accom- 
thoroughly overhauled. Their modalion, education for child- 
working is nonc-too-satisfac- ren etc, for the staff who are 
tory. Although over 10 years transferred. Because of such 
have passed since the nation- problems the efficiency of staff 
alisation of 14 big banks, no also goes down, 
comprehensive probing of 

^ their organisation and manage- Banking Corporation 
ment has been done so far. It is high time banks 
The Manubhai Shah Com- were re-organised. A Banking 
mittee recommendations were Corporation of India 
kept in cold storage. Also the (PCI) can be created by 
recommendations of James merging all the banks. This 
Raj Committee have not been corporation may have zones, 
implemented. It is advisable regions and divisions. Trans- 
to fix an overall limit for the fers of staff should be within 
growth of an individual bank the regions so as to eliminate 
lest it should grow too un- the problems and hardships 
wieldy to be managed efficient- being faced by employees on 
iy. RRB's can be used for account of cross country 
I providing banking facilities transfers. If it is done, 
in remote rural areas, as their then employees will be cncou- 
banking costs are less. A few raged to give of their best, 
more RRB’s can be sponsored This is because only employees 
by various banks if necessary. with less personal problems 

can work efficiently. In view 
Bad Davelopment above discussion it is 

Also the banking industry necessary to revamp the 
is getting increasingly bureau- Indian banking structure and 
cratised which is a very bad the management of banks, 
development. Customer ser- including personnel manage- 
vice is becoming less and less ment. 

efficient. There is much heart It is also important for 
burning among large sections banks to develop effective ma- 
\ of bank employees especially nagement information systems, 
officers because of the absence The fact that a properly in- 
of objective system of pro- stalled MIS can improve ma- 
motions and promotion policy, nagerial decision making needs 
Quite a lot of anomalies bet- no elaboration. Considering 
ween various categorie.s of the gigantic scale of the opc- 
employees in respect of their rations of banks the two most 
grade and emoluments have important reasons for banks 
been allowed to creep in. The addressing themselves to this 
Pillai Committee reoommen- task would be to improve 
dations apart from pushing management control over rc- 
up wage cost have brought in sources utilisation and also 
widespread frustration among ensure that the information 
employees. Today law courts needs of the RBI, Government 
^ are being flooded with writ of India and other agencies 
petitions by the aggrieved are adequately met. Apart 


from meeting the management necessary for corporate plan^ ; 
information needs an effective ning and performance budget- 
MlSalso gives so many other ing. Such MIS should be 
benefits, it systematises data there at all decision-making 
generation, storage and re- levels including zonal and 
trieval, treats information as regional levels, 
a resource and eliminates From purely commercial in- 
multiplicity and frequency of stitutions banks have become 
returns, ensures accuracy, rc- an important weapon of socio- i 
duces costs and above all economic development. In thei 
widens the span of time for process multifarious demands i 
managers for decision making, have been made on the bank- < 
An effective MIS is absolutely ing industry such as expanding 
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branch network assisting the 
weaker sections of society, ex- 
: tending credit for food pro- 
. curement, assisting develop- 
> inent of infrastructure and 
hnancing the increasing as well 
as complex foreign trade. These 
i demands have been made at 
I different points of time not 
i always as part of a total plan. 

■ By and large banks have 
achieved the goals specified, 

. but there have been great 
^ stresses and strains in the 
process. A proper assessment 
? of the impact of developmental 
f activit'es of banks on such im- 
; portant areas as organisational 
; structure, manpower needs, 
i systems and procedures infor- 
: mation and control, techno- 
I logy and, what is more impor- 
! tant, profitability would have 
r, helped to minimise these stres- 
I’ ses and strains, 
f Compared to the Seventies 
.. the volume and intensity of 


banking functions would be 
of a far greater magnitude in 
the Eighties with concomitant 
complexities. It would there¬ 
fore be desirable that in the 
current decade these functions 
are concei\cd and implement¬ 
ed as part of a long range 
plan for each bank. This would 
be facilitated by the formula¬ 
tion of a long term banking 
policy keeping in view the 
growth expectations of the 
economy. The policy should, 
among other th ngs, spell out 
the resources that are required 
to be mobilised by the banking 
system, allocation of these re¬ 
sources among various .sectors 
of the economy on the basis of 
their relative priorities and the 
need for forging strong in¬ 
frastructural linkages as well 
as the support systems to be 
developed by Union and Stale 
Governments. It should also 
take into account the impact 


of the long term goals on the 
capabilities and profitability of 
the banking system. 1 his 
exercise can be undertaken by 
the Union Government, RBI 
& IBA jointly with banks. 
Through such exercise it is 
possible to anticipate prob¬ 
lems that are likely to arise 
and to set in train a planning 
process to meet them success¬ 
fully. There should also be 
proper long range plans in res¬ 
pect of various parameters and 
areas. 

Deposits provide the starting 
point of all banking activities. 
But because of fast changing 
profile of banking in India, 
our banks arc facing several 
problems in the area of deposit 
mobilisation. They arc : firsl, 
deposit-mix of Indian banks is 
changing in favour of term de¬ 
posits vis-a-vis current deposits. 
This is clear from the fact that 
percentage of current deposits 


to total deposits declined firom 
21.4 per cent in 1972 to 16.1 
per cent in June 1977. In 
contrast, the percentage of fix¬ 
ed deposits increased from SI.3 
per cent to 58.4 percent during 
the same period. This has 
raised the cost of funds of the 
banks. Hence banks will have 
to manage now these funds 
more effectively and efficiently. 

The second feature of bank 
deposits pertains to deposits 
of banks by population group. 
It is seen that the share of 
rural deposits is increasing 
rapidly, while the share of 
metropolitan and urban de¬ 
posits is declining. The share 
of rural depposits in total de¬ 
posits was only 3.1 per cent in 
June 1969—but the same had 
increased to 10.4 per cent by 
December 1978. In contrast, 
the share of urban/mctropoli- 
tan offices declined from 74.9 
per cent to 67.8 per cent 




Developing what is here for what is not 


Developing technology. A revolutionary phrase now. 
But a byword in Kirloskar Electric Company with its 
long tradition of utilising indigenous resources. And 
developing know-how. The Compiiny has not only 
saved valuable foreign exchange by substituting im¬ 
ports, but initiated the confident growth ol technology 
for the India of tomorrow. Prestigious import substi¬ 
tution awards have been conferred on the Company 
for work done in the field of power equipment. 

Kirloskar Electric Company moves into the future 
with its tradition of serving the nation through techno 
logical progicss. 


PRODUCT RANGE 

AC Machines-Motors upto 2000 kW^ DC Machines 
upto 800 kW. AC Generators upto J875 kVA. Machine 
Systems-NBS upto 500 KVA ’, Ward Leonard Sets 
upto 500 kW\ Maehine Tool Drive Systems. Trans¬ 
formers upto 220 KV 50 AfVA and HV Testing Sys¬ 
tems upto 1500 kV. Welding Equipment, Accessories 
and System'-' upto 900 amp^-. Defence Equipment — 
Power Source^ and Electronic Control Sy':tems for 
Industrial, Drives HF Induction Heaters, Induction 
Tube Welders—Power Sources and Systems. 


Converting energy for the millions 

Kirloskar Electric Co. Ltd 

PO Box 5555, Malleswaniin West, Bangslore 560 055 

Mfg. units ; Bangalore, Hubli, Peenya, Mysore. 
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during the same period. This 
clearly indicates the direction 
in which our future thrust 
will have to be planned. Banks 
will have to develop skills to 
mobilise deposits particularly 
in the rural areas by giving 
rural orier tation and]'training 
to staff. As already indicated 
marketing techniques should 
be used by banks in this con¬ 
nection. 

The problems in the field of 
bank credit are : 

(i) Credit restrictions ; 

(ii) Canalisation of credit 
in set directions ; and 

(iii) Credit to sick units. 

Let us examine the credit 
restraint problems first. For 
the last more than a year banks 
are on their toes for exercising 
utmost credit restraint. Apart 
from old measures the Reserve 
Bank of India has asked the 
banks to ensure that expansion 
in net non-food credit (exclu¬ 
sive of bills rediscounted with 
RBI & inclusive of PCs) dur¬ 
ing the 15 months period from 
March 1979 to end-June 
1980 should not be more than 
expansion in the corresponding 
period, i.e., from March 1978 
to June 1979. These measures 
are bound to bring down the 
credit deposit ratio of banks 
and this in turn will affect 
their profitability adversely. 

Contradictory Policies 

The second problem in the 
area of credit is due to policy 
measures which arc to some 
extent contradictory. For 
example, on the one hand 
banks are being asked to exer¬ 
cise utmost control on their 
credit and on the other they 
are being asked to accelerate 
the pace of priority credit to 
40 per cent by 1985. Besides 
being contradictory, this 
is likely to affect adverse¬ 
ly the banks’ profitability. 


Credit to sick units is 
another area of extreme 
concern to banks. By Decem¬ 
ber 1978 about Rs 1100 crores 
or more than seven per cent of 
bank credit was locked up in 
sick units with limit of more 
than Rs 1 crore. Due to 
socio-economic compulsions 
banks are required to pump 
in further money into them. 
Sometimes good money is 
even sunk after bad money. 
Thus managing credit to sick 
units is emerging a very vital 
area of bank management. 
Banks have to think of imagi¬ 
native and well thought out 
programmes for nursing and 
rehabilitating sick units. 

Now Challonges 

Because of rural-oriented 
branch expansion policy fol¬ 
lowed by the RBI, the share 
of rural offices has increased 
considerably and share of ur¬ 
ban and metro|>olitan branches 
' has decreased. This has cre¬ 
ated so many problems and 
challenges for the banks such 
as increase in number of los¬ 
ing offices, accelerated increase 
in manpower, lack of suffici¬ 
ently trained staff to man the 
new offices, lack of adequate 
staff with appropriate rural 
orientation and lack of a 
suitable information system to 
measure up to new challenges 
and requirements and so on. 
The present and future leader¬ 
ship in banking industry will 
have to take note of these 
emerging problems, if the fu¬ 
ture challenges are to be met 
successfully. The Government, 
IBA and the RBI will have 
also to think of a long term 
banking policy after indepth 
examination of various pro¬ 
blems of the banks. 

Thus many important 
steps have to be taken 
if banks are to meet the 
challenges of the Eighties 
effectively and fulfil the ex¬ 


pectations of socitly, simul¬ 
taneously maintaining their 
economic viability. Banks 
should institute suitable parti¬ 
cipation programmes and in¬ 
volve personnel and unions of 
personnel in all bank functions 
for increasing productivity and 
for improving customer ser¬ 
vice, they should deploy mark¬ 
eting concept and marketing 
techniques. They should have 
long range planning and profit 
planning with linkage to per- 
formanee budgeting. There 
should be linkage of perfor¬ 
mance plans of banks with 
economic plans of Government 
at various levels. Also re¬ 
vamping of the entire banking 
structure and the managements 
and personnel managements 
of banks is urgently called for. 
Adoption of banking policy 
at the national level is also 
essential. If these measures 
are implemented banks will 


surdy ftinction effectively and 
deliver the goods. 

Thus it can be seen from the 
above discussions that the 
problems posed for banks indi¬ 
cate not only new challenges 
but also open up new hori¬ 
zons for bold and imaginative 
actions and policies. The 
IBA should keep on brain¬ 
storming member banks and 
pool the ideas and expertise 
and make the useful and 
workable ideas available to all 
the member banks. The IBA 
may also help the member 
banks in the matter of impro¬ 
ving personnel administration 
in the member banks and in. 
ensuring that personnel mana-; 
gements successfully meet the 
challenges involved in improv¬ 
ing employee productivity and 
winning employee commitment 
for and participation in all 
banking activities including 
performance planning and im¬ 
plementation of plans. 


^<<<<<<<<<<<<<<<<<<< <<<<<<<<<<< ^ 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 


V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 


ARE YOU LOOKING FOR 
FINANCIAL ASSISTANCE 
FOR YOUR VENTURES 
OR 

FOR SCHEMES GIVING 
ATTRACTIVE YIELD OF 
YOUR DEPOSITS 
PLEASE STEP INTO OUR 
NEAREST BRANCH 



THE HINDUSTAN COMMERCIAL DANK LTD. 


V Head Office: 59/29, Kasturba Gandhi Road, Kanpur. 

V Chairman : M. D. DALAL 
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“What, no sales tax for my new unit?” 

“Yes, Sir, that’s one feature of the Maharashtra Government’s 1979 Package Scheme.” 
“This exemption. How much is it?" 

“Could work out to as much as Rs. 85 lakhs in seven years on fixed assets of one crore.” 

“And what about finance for asset creation?" 

“Rs. 20 lakhs: 15 from Special Capital Incentive and 5 from 
MIDC Incentive. For industrial housing, anything up to one lakh.” 

“I don't believe this..." 

“It’s true. Ask SICOM.” 
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Energy Sector Looking 

/ 

R* C. Ummat 


Several important decisions have been taken by the government 
which may provt bench-marks for power development. The 
philosophy behind these decisions are that generation should 
' always be 10 per cent ahead of demand projections. Though 
difficulties still persist, rigours of shortages have tended to he 
mitigated in the n cent months by concerted efforts made by the 
Government in various directions. 


Energy provides the sinews 
of economic growth. This in¬ 
controvertible fact was only 
reiterated, as on many pre¬ 
vious occasions, by the trau¬ 
matic experience of 1979-80 — 
a year of severe drought— 
when serious setback to the 
growth in this sector had a 
deleterious effect on the eco¬ 
nomy as a whole, culminating 
in the Gross National Product 
yat 1970-71 prices declining by 
over five per cent in compa¬ 
rison with a rise of 4.2 per 
cent in the previous year. To 
judge the performance of Mrs 
Indira Gandhi’s current regime 
over the past one year, it is, 
therefore, essential to see how 
the energy front has bihaved 
during this period. 

Notwithstanding the fact 
that difficulties still persist in 
regard to energy supplies to a 
considerable extent, the rigours 
\of shortages, admittedly, have 
, tended to get mitigated sub¬ 
stantially in the recent months. 
A helpful factor, indisputably, 
has been good rainfall. But it 
will be uncharitable to deny a 
clap to the Government for the 
concerted endeavours it has 
made to improve the situation. 
Efforts have been directed to¬ 
wards augmenting materially 
all the three sources of com¬ 
mercial energy—power, coal 
^and oil. 

Taking up for assessment 
first the power sector, it is 


witnessed that the overall 
generation, which registered 
a negative growth, in com¬ 
parison with the position a 
year earlier, in November 
1979, started showing a posi¬ 
tive growth after July, 1980. 
The generation in August last 
around 9,266 Gwh was margi¬ 
nally higher than in August, 
1979, when it aggregated to 
9,214 Gwh. The subsequent 
four months have witnessed 
power availability going up 
by 6.6, 7.3, 20 and 16 per cent 
respectively (Table 1). 

Should the November- 
December trend continue dur¬ 
ing January, February and 
March, as is hoped, the target 
of producing 115,500 million 
units of power in the current 
financial year may not prove 
elusive—shortfall if any may 
be only marginal. This will 
mean that power generation 
during 1980-81 will go up by 
about 9.5 per cent over the 
1979-80 level of 105.525 million 
units which represented a 
growth of 2.22 per cent over 
the 1978-79 generation of 
105,000 million units. Altho¬ 
ugh still shaded by the 12.1 
per cent growth in 1978-79 
over 1977-78 and around six 
per cent in terms of trend esti¬ 
mates, this year’s increase in 
generatioit will not be a lack¬ 
lustre achievement if note is 
taken of the fact that hydel 
generation continued to be 


seriously aficcted between 
April and June and there was 
a grievous setback to nuclear 
generation in June and July. 

As a sequel to the encour- 
raging trends in generation 
since September and the 
dwindled demand for agricul- 
cultural operations following 
good rainfall, restrictions on 
consumption have been with¬ 
drawn in most parts of the 
country. 

Lass Irksome 

Wherever they remain, 
the power cuts are much 
less rigorous than in 1979-80 
and pertain only to peak de¬ 
mand periods on high tension 
industries and that too ranging 
up to not more than 35 per 
cent, as against over 50 per 
cent last year. The only State 
where large and heavy indus¬ 
tries continue to be subject 
to a 100 per cent cut in supply 
is Uttar Pradesh. But here 
too this cut is applicable only 
to those large and heavy indus¬ 
tries which get supply at 33 
KV and above and have cap¬ 
tive generation to 66.67 per 
cent or more of their demand, 
intermittent difficulties, some¬ 
times serious, of course, conti¬ 
nue to be encountered in some 
parts of the country, including 
the capital, when there is a 
sudden drop in generation. 
But, the overall situation, un¬ 
doubtedly, is much better than 
a year ago, though somewhat 
less easy than in 1978-79 -a 
year of best performance in 
hydel generation in about a 
decade. 

It, however, will be presump- 
tous to assume that we have 
lived power shortages. The 
overall stringency will continue 
for several years for the cur¬ 


rent supplies still approximate 
90 per cent of the require¬ 
ments. The gap of about 10 
percent between demand and 
supply can be bridged only by 
a more rapid increase in the 
supply than the growth in 
demand not only through sub¬ 
stantially improving the utili¬ 
sation of the installed facilities 
but also accelerating the addi¬ 
tions to them. 

Steps in these directions, 
particularly the latter, were 
initiated during Mr Morarji 
Desai’s regime when decision 
w'as taken to step up the pace 
of augmentation of generation 
capacity by earmarking larger 
funds for the purpose under 
the then conceived Sixth Five- 
year Plan. Endeavours made 
during the Emergency to 
streamline the operations of 
thermal generation stations 
were multiplied. But, on both 
the fronts, the progress left 
much to be desired. 

Installed Capacity 

The installed capacity was 
envisaged to be raised in 1978- 
79 by as much as 3,800 MWs— 
approximately double the rate 
achieved in any year earlier. 
The actual addition, however, 
did not exceed 3,000 MWs. 
Noting that the target set for 
1978-79 had proved to be un¬ 
attainable, the 1979-80 target 
was set at raising the capacity 
by only 2,945 MWs. Even 
this could not be accomplished 
and the installed capacity grew 
during the year by only 1,799 
MWs. The implementation 
process, thus, slowed down a 
great deal. What was worse 
was that the additions to capa¬ 
city during the course of the 
year became more uneven in 
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1979-80 than in the earlier 
year. A major portion of the 
' capacity added in 1979-80 was 
rolled towards the close 
of the year, whereas just about 
35 per cent of the capacity 
added in 1978-79 was covered 
by this sort of augmentation. 

, Based on the last year’s ex¬ 
perience, the target for addi¬ 
tion to capacity this year had 
been put at only 2,687 MWs— 
312 MWs lower than for the 
previous year and as much as 
1,113 MWs less than for 1978- 
79. Although the inadequate 
addition in 1978-79, even 
though it was a record, com¬ 
pelled the Planning Commis¬ 
sion to decrease marginally 
the target of raising the instal¬ 
led capacity during the five 
yedrs to 1982-83 by 18,500 
MWs to 44,550 MWs, the 
phased programme contempla¬ 
ted at the end of 1978-79 en- 
! visaged that the addition to 
capacity in 1979-80 would be 
3,165 MWs, to be followed by 
3,274.5 MWs in 1980-81, 4,472 
MWs in 1981-82 and 4,764 
MWs in 1982-83. 

The experience of improving 
the utilisation of the installed 
capacity after 1978-79 was no 
better. Not to speak of hydel 


generation, which suffered be¬ 
cause of drought, the average 
utilisation of the thermal capa¬ 
city, instead of improving 
from 46-47 per cent in 1975-76 
and around 45 per cent in the 
subsequent two years, deterio¬ 
rated to just about 43 per cent 
in 1979-80. Inadequate addi¬ 
tion to capacity and deteriora¬ 
tion in the average utilisation 
of the installed facilities resul¬ 
ted in the gap between supply 
of and demand for power grow¬ 
ing to as much as 17 per cent 
during 1979-80. This gap, 
currently is assessed around 
nine per cent. 

Financial Constraint 

The above slippages in the 
power development pro¬ 
grammes were caused prima¬ 
rily by financial constraints 
from which many State Electri¬ 
city Boards suffered despite 
increased allocations under the 
Sixth Plan, inordinate delays 
in the delivery of equipment 
ordered, labour unrest at some 
project sites and poor project 
management. Inadequacies of 
coal supplies, labour unrest, 
drought and poor management 
of several State Electricity 
Boards were the factors res¬ 


ponsible for power generation 
suffering setback. 

The performance both in 
respect of augmentation of 
capacity and utilisation of the 
existing capacity has improved 
significantly during the current 
financial year. The shortfall 
in achieving this year’s capa¬ 
city-raising target of 2,687 
MWs may be around 6iK)MWs 
only. Hopefully, this may be 
restricted to just 400 MWs. 
The implementation of plann¬ 
ed projects this year also has 
been more than in the 
last two years. This perhaps 
is due to the fact that some of 
the projects commissioned this 
year are those which got delay¬ 
ed in implementation during 
the last two years. Synchro¬ 
nisation of new capacity may 
spill over to the next year 
only in the case of about 600 
MWs, as against 1,000/1,100 
MWs in 1978-79 and 1979-80. 
The total addition to synchro¬ 
nised capacity this year, of 
course, has been much larger 
than the addition of new capa¬ 
city as most of the last year's 
rolled projects have been al¬ 
ready synchronised. 

As regards utilisation of the 
existing capacity, the average 


utilisation of the thermal sta- . 
tions is claimed to have been 
raised to 46 per cent—approxi¬ 
mately three per cent more 
than last year. The utilisa¬ 
tion at several stations is said 
to have been improved to 50 
per cent. Some more stations 
are expected to be brought up 
to this level of utilisation by 
the end of March. The ulti¬ 
mate objective is to raise the 
utilisation of all thermal faci¬ 
lities to 52/53 per cent. Fol¬ 
lowing good rainfall, which 
filled most of the hydro-elec¬ 
tric reservoirs to the brim, the 
utilisation of hydcl generation 
capacity has been satisfactory. 
Nuclear generation at the 
Kota project too has behaved 
well at both the units, al¬ 
though some problems at the 
second unit, commissioned 
this year, have yet to be fully 
resolved. An important deve¬ 
lopment in capacity utilisation 
this year has been that of the 
sixteen 200/210 MW BHEL- 
produced sets which are opera¬ 
ting, eleven have been fairly 
stabilished : their utilisation 
is stated to have improved 
from 25 per cent to over 35 
percent. All the BHf^L sets 
arc expected to be stabilised 
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Power Generation : 1978-79 to 1980-81 


(In Gwh) 




April 

May 

June 

July 

Aug. 

Sept, 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. March 

Total 


1978-79 

4S24 

4646 

4432 

4285 

4000 

3876 

4258 

4426 

4690 

4798 

4445 

5040 

53420 

Thermal 

1979-80 

4741 

4836 

4615 

4572 

4462 

4517 

4692 

4331 

4801 

5215 

4859 

5514 

57155 


1980-81* 

5180 

5166 

4648 

4389 

4265 

4422 

4891 

5274 

5873 

— 


— 

— 


1978-79 

169 

222 

184 

135 

140 

226 

299 

307 

269 

356 

248 

215 

2770 

Nuclear 

1979-80 

218 

239 

284 

307 

266 

248 

313 

304 

210 

215 

108 

164 

2876 


1980-81* 

273 

294 

242 

228 

303 

311 

— 

— 

— 

— 

— 

— 

— 


1978-79 

3644 

3762 

3479 

3905 

4286 

4241 

4151 

3858 

4119 

4046 

3513 

4134 

47138 

Hydro 

1979-80 

4026 

3999 

3525 

4180 

4486 

4108 

4056 

3496 

3517 

3493 

3289 

3319 

45494 

1980-81* 

3070 

3110 

3194 

4373 

4698 

4728 

4832 

4489 

4044 

— 

— 

— 

— 


1978-79 

8337 

8630 

8095 

8325 

8426 

8343 

8708 

8591 

9078 

9200 

8206 

9389 103328 

Total 

1979-80 

8985 

9074 

8424 

9059 

9214 

8873 

9061 

8131 

8528 

8923 

8256 

8997 

105525 

1980-81* 

8523 

8570 

8084 

8990 

9266 

9461 

9723 

9763 

9917 

__ 

— 

— 

— 


^Thermal includes Nuclear generation. ^Tentative. 
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' the end of the currrent cal- 
adar year. 

The most significant deve- 
|lopment on the power front 
J^ihis year, of course, has been 
jTthe encouraging trend in ther- 
;;jiial generation after August 
r'ifor which the credit goes squ- 
^:are]y to administration. Not 
only have coal supplies to thcr- 
iixnal stations been stepped up, 
fceven though ut the expense of 
Ifome other priority consumers 
I such as cement and chemical 
^plants, maintenance, particu- 
f/Jarly preventive maintenance, 
!;has been accorded very high 
The problems of 
plants have been 
!\ Studied at the micro-level and 
j remedial action taken. The 
^management problems too 
jliave been identified for cor- 
i rective action over as short a 
^ period of time as possible. 


I^priority. 
f individual 


I Another innovation made 
j this year has been that during 
j July and August, when hydel 


generation showed marked im* 
provement after the rainy 
season, extensive maintenance 
and overhaul operations were 
taken up at thermal stations 
with an installed capacity of 
3,500 MWs to ensure that 
they became available for in¬ 
creased generation from Octo¬ 
ber onwards when hydel gene¬ 
ration is restrained through 
regulated relea.ses of water 
from reservoirs and demand 
for power starts rising. This 
strategy has yielded whole¬ 
some results. Thermal gene¬ 
ration went up by as much as 
22 per cent in November as 
well as December. 

The addition of new capa¬ 
city over the months has been 
made more even by prevailing 
upon the State Governments at 
a Chief Ministers conference 
convened specifically to deli¬ 
berate upon the power situa¬ 
tion in the country, to refrain 
from diverting funds from 


specified on-going projects 
and of frittering them away 
on new schemes. The State 
Electricity Boards have been 
advised to introduce syste¬ 
matic contract planning coup¬ 
led with committed network 
programme in all spheres. A 
model contract for suitable 
adoption by State Electricity 
Boards is being developed. 

In a bid to maximise thermal 
generation, after creating a 
climate of better working at 
the State Electricity Boards, 
endeavours are being made to 
raise wagon supplies for coal 
movement to thermal stations 
to 4,000 numbers a day. In 
December this supply was of 
the order of 3,000 wagons per 
day, as against 2,698 wagons 
during the corresponding 
period a year earlier. Diver¬ 
sion of wagons from other 
priority users is envisaged to 
be obviated through increased 
purchases of new wagons by 


clearing the wagon mainten¬ 
ance backlog. The movement , 
of coal to some thermal sta¬ 
tions by rail, of course, con¬ 
tinues to be unsatisfactory 
despite some overall improve¬ 
ment in coal supplies. Per¬ 
haps this problem wilt be 
tackled effectively in the com¬ 
ing weeks. 

Several important decisions 
have also been taken by the 
Union Government, in con¬ 
sultation with the State Chief . 
Ministers, which may prove a 
new bench-mark in power 
development. This develop¬ 
ment programme hencefor¬ 
ward is proposed to be drawn 
up in a perspective of 15-20 
years, as against 10 years 
hitherto. Much more import¬ 
ant however, arc the decisions 
relating to the philosophy be¬ 
hind power development pro¬ 
grammes and the role of the 
centre in this sphere. Power 
generation, it has been de- 
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cided, should always be 10 
per cent ahead of demand. 
^ This implies that instead of 
planning for marginal short¬ 
ages, planning will be under¬ 
taken for significant surpluses. 
This decision, of course, only 
reiterates the orientation 
sought to be provided during 
’ Mr Morarji Desai’ regime. 

Enlarged Role 

The role of the Central sector 
^ in generation is to be enlarg¬ 
ed. Nuclear generation is al¬ 
ready in the Central sector. 
The enlarged role will pertain 
to both thermal and hydel 
generation for which two cen¬ 
tral organisations have already 
been set up. Of these the 
National 'thermal Power Cor¬ 
poration (NTPC) is executing at 
present four super projects 
at Singrauli (2,000 MWs), 
Korba stage 1 (1,100 MWs), 

/ Ramagundam stage 1 (1,100 
MWs) and Farakka stage 1 
(600 MWs). Each of these 
projects will ultimately have 
generation capacity to the ex¬ 
tent of 2,000/2,100 MW. The 
NTPC is also managing the 
Badarpur thermal station at 
Delhi. The National Hydro- 
Elcclric Power Corporation 
(NHPC) similarly, is executing 
several projects—Loktak(105 
MWs) Baira SucI (180 MWs), 

• SalaF (445 MWs) Dul Hasti 
\ (390 MWs) Koel Karo 
(710 MWs) and Kol Dam 
(600 MWs) in Jammu and 
Kashmir, Himachal Pradesh. 
Bihar and Uttar Pradesh. It 
is also executing the Devighat 
scheme in Nepal. Feasibility 
reports of some more super 
thermal stations at Pench and 
Vaidar in Madhya Pradesh, 
Kahalgaon in Bihar, Talcher 
in Orissa, Mangoor in Andhra 
Pradesh and a second project 
at Singrauli arc in various 
^ stages of preparation. The 
NHPC has been asked to in¬ 


vestigate the prospects of exe- 
cut'ng the Eastern Ramganga 
(80 MWs) and Dhauliganga 
(900 MWs) projects in UP and 
Chamera and Parvati schemes 
in Himachal Pradesh. 

The role of the Centre is not 
only to be enlarged in the 
generation sector but also in 
transmission. The need for 
a Centrally-owned national 
grid has been recognised. 

The new Sixth Plan envis¬ 
ages addition of 20,000 MWs 
to generation capacity by 
1984-85. The additional capa¬ 
city proposed to be installed 
during the subsequent four 
years of the Seventh Plan is 
28,000 MWs. An ambitious 
programme is being drawn up 
for the renovation of a num¬ 
ber of power stations, intro¬ 
duction of modern manage¬ 
ment techniques in the power 
industry and the training of 
engineers for operation and 
maintenance of power plants, 
Rural electrication is to be 
accelerated. One lakh new 
villages are to be electrified 
by 1984-85 and 25 lakh pump- 
sets energised. 

King Coal 

As in the case of power gene¬ 
rations, a significant improve¬ 
ment has been registered in 
coal output this year, in sharp 
contrast to the trends in the 
past five years. Production 
during the nine months to 
December aggregated to 78.26 
million tonnes seven per cent 
more than the output in the 
corresponding period last 
year. This was despite the 
fact that the mines in the 
West Bengal-Bihar area faced 
serious infrastructure const¬ 
raints—inadequate power sup¬ 
ply, transport bottlenecks and 
uncertain law and order situa¬ 
tion—for the grealor part of 
this period. Novejinber and 
December have been particu¬ 


larly good with increase in 
output ranging around 16 
per cent in both these months 
over the levels a year ago. 

Hopeful Signs 

This has raised the hope 
that the current financial year’s 
target of producting 113.5 
million tonnes of coal will be 
accomplished. If this expec¬ 
tation materialises, this year’s 
production will excel last 
year's output (103.93 million 
tonnes) by 9.5 percent, re¬ 
miniscent of the appreciable 
rises witnessed after the na¬ 
tionalisation of the industry 
in 1974-75 and 1975-76. The 
output in 1974-75 had gone up 
to 88.42 million tonnes from 
78.17 million tonnes in the 
previous year. In 1975-76 
it rose further to 99.80 million 
tonnes. Production practi¬ 
cally stagnated after 1975-76 
and grew from 99.80 million 
tonnes in that year to just 
101.04 million tonnes in 
1976-77 to fall to 101 million 
tonnes in 1977-78. It picked 
up again marginally to 101.97 
million tonnes in 1978-79 and 
103.93 million tonnes in 
1979-80. 

Production in the recent 
months has been facilitated to 
some extent by the increased 
availability of power in the 
West Bengal-Bihar area fol¬ 
lowing the rise in generation 
in the DVC complex from 
500 MWs to 800 MWs. The 
law and order situation here 
too has tended to show some 
improvement. But the major 
increase in raisings has been 
in the Western and Central 
Coalfields which have most of 
their mines outside the Bcn- 
gal-Bihar region. The output 
in these collieries is expected 
to show a growth of 9.6 per 
cent and 12 per cent this year. 
The Eastern Coalfields and 
the Singareni complex too has 


done well and may turn out,: 
9.4 per cent and 11.7 per cent- 
more coal this year than dur¬ 
ing the last year. The opera¬ 
tions of Bharat Coking Coal 
Limited, however, have left 
much to be desired. 

The accomplishment of this , 
year’s coal production target,^ 
of course, will still entail 4; 
substantial drawing down of' 
the pithead stocks of 14.05; 
million tonnes on April 1, as 
even though the demand esti¬ 
mate of 122.1 million tonnes, 
may prove to be on the high 
side, following less-than-pro-; 
portionate increase in con¬ 
sumption in the early months 
of the year, yet it may not; 
fall below 118 million tonnes.. 
Imports of coking coal are noi 
likely to be more than a mil-, 
lion tonnes. 


Coal Production 1975-76 
to 1980-81 
(In million tonnes) 


Year 

Production 

1975-76 

99.68 

1976-77 

101.04 

1977-78 

101.00 

1978-79 

101.97 

1979-80 

103.93 

1980-81 

78.26 

Target (April-Dee.) 

113.05 


While Ihc coal production 
trend this year has been en¬ 
couraging, the tiansportation 
of this vital fuel by railways, 
however, has continued to 
pose serious problems. Coal 
supplies to thermal power 
stations and sled plants have „ 
been stepped up after mid- 
October. But this has beett' 
done to a large extent at the 
expense of several other pri-, 
ority consumers. Even cur¬ 
rently the overall movement! 
by railways continues to be 
difficult; it is yet to be stream¬ 
lined to the optimum level' 
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the thermal power 
‘ staions. Some reports even 
ji suggest that there is some de- 
i- tcrioration in this regard and 
jl'Somc power stations located 
I distantly from the coal mines 

■ have had to decelerate their 

■ operations for want of coal. 

' Pithead stocks in some collic- 
,ries arc getting accumulalcd. 

’ Faced with this problem, the 
i:Stipu1ation of sponsorship for 
[iinferior grade coal supplies 
I has been dispensed with and 
jthe consumers have beenal- 
|lowed to contact the sales 
^managers of the various sub- 
|sidiarics of Coal India to ob- 
ijtain their requirements direc- 
,|tly, making their own trans- 
■{port arrangements. This 
jjschemc has also been extended 
jto hard coke produced by 
iBharat Coking Coal Limited. 
jjWith a view to easing the avuil- 
iability of soil coke in Calcutta, 
iffivc dumps have been estab¬ 


lished there. It has been de¬ 
cided to set up such dumps 
in Gujarat. Uttar Pradesh, 
Haryana, Punjab, Himachal 
Pradesh, Delhi and Rajas¬ 
than. 

The above steps should help 
in relieving coal shortages to 
some extent in various parts 
of the country as the cosumers 
in dire need will be able to 
move somewhat larger quanti¬ 
ties by road. But since coal 
movement by road is about 
six times more expensive than 
by rail, this will vitiate pro¬ 
duction costs of many indus¬ 
trial units. The progressive 
decline in the share of rail¬ 
ways in the overall movement 
of coal in the recent years— 
from 67.74 million tonnes in 
1976-77 to 62.04 million 
tonnes last year- indeed is a 
disturbing development which 
must be rectified as expedi¬ 
tiously as possible. Railways 


perhaps will be able to move 
somewhat larger quantities of 
coal this year. But it is doubt¬ 
ful if, percentage-wise, there 
will be any improvement in 
their share in the total coal 
movement. The worst suffer¬ 
ers are said to be the consum¬ 
ers at places distant from the 
coalfields as railways arc re¬ 
ported to be catering more 
for short-circuit movements 
and arbitrarily reducing the 
availability of wagons for long 
distances, presumably to 
brighten up the data concern¬ 
ing wagon movement. The 
three main soda ash producing 
units in the country are stated 
to have received only 52 per 
cent of the wagon supplies al¬ 
located to them. The distress 
of several cement plants has 
been no less acute. 

The performance of Bharat 
Coking Coad Limited leaves 
much to be desired, the major 


increase in coal output this 
year apparently has been in 
the case of inferior coal in 
contination of the trends in 
the recent years. Whereas 
the production of non-coking 
coal went up from 69.52 
million tonnes in 1977-78 to 
73.02 million tonnes last year, 
that of coking coal (including 
new coking and semi-coking) 
declined from 31.4 million 
tonnes to 30.91 million tonnes. 

Tt, of course is heartening 
to note that with a view to 
accelerating the future develop¬ 
ment of the coal industry 
owing to the imperative of 
containing the growing oil 
import bill through substitut¬ 
ing coal and electricity for oil 
as fuel, the present Govern¬ 
ment is to continue with the 
emphasis placed during Mr 
Morarji Desai’s regime of 
increasing the share of open¬ 
cast mining in the total output, 
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for this type of mining can be 
developed more expeditiously. 
Despite the fact that as much 
as 75 per cent of the nearly 
Rs 1,000 crores investment 
that has gone into coal min¬ 
ing since 1973 has been in 
underground mining under¬ 
ground production has gone 
down from 65.83 million 
tonnes a couple of years ear- 
tier to 61.15 million tonnes in 
1978-79, insieacl of going up 
to an expected level of 77 
million tonnes. 

The Eighties 

The development progammes 
of the Eighties about Coal 
India, which currently ac¬ 
counts for just a shade under 
90 per cent of the entire coal 
oOtput in the country (99 
million tonnes out of 103.5 
million tonnes expected out¬ 
put this year), envisage that 
the share of open-cast tech¬ 
nology in its operations will 
go up from 33 per cent at 
present to 46 per cent in 
1984-85 and further to 50 per 
cent in 1987-88. This should 
angur well foi pushing up the 
output of coal to 165 million 
tonnes in the terminal year of 
the Sixth Plan. This level of 
production in 1984-85 is con¬ 
sidered essential taking into 
account the growth in require¬ 
ments by then. Another help¬ 
ful factor in this regard is 
the claimed restructuring of 
the mining operations’ in most 
collieries. 

The target of 165 million 
tonnes implies that coal out¬ 
put will have to be raised 
during the next four years by 
at least 10 per cent per 
annum. 

To ensure that the invest¬ 
ment that has already been 
made yields adequate results, 
captive power generation units 
in the colliery areas arc to be 
put up so that power does not 


remain a major bottleneck. 
As many as 20 new projects, 
involving an investment of 
Rs 394.41 crores have already 
been approved to create a pro¬ 
duction potential of 30.84 mil¬ 
lion tonnes. Another 21 with 
an investment of Rs 383.64 
crores are under consideration 
for sanction to create a further 
production potential of 29.45 
million tonnes. Most of these 
projects are for open-cast min¬ 
ing. To improve the situation 
further, external assistance is 
being sought from the USSR, 
the United Kingdom, France, 
Germany and Poland for in¬ 
troducing high-production tech¬ 
nology. With greater resort 
to long wall and mechanised 
bord and pillar methods, the 
share of modern technology in 
underground mining in the 
CIL collieries is proposed to 
be raised from 11 per cent cur¬ 
rently to 40 per cent by 1984- 
85 long wall mining from 
four to 20 per cent and mecha¬ 
nised bord and pillar methods 
from seven to 19-20 per cent. 
The share of CIL in the anti¬ 
cipated production of 165 mil¬ 
lion tonnes of coal in 1984-85 
will be 157 million tonnes. 

Improving Quality 

Endeavours arc also being 
made to improve the quality of 
coal supplied to consumers. 
After extensive consultation 
with coal companies and con¬ 
sumers, it has been decided to; 
(I) launch a time-bound pro¬ 
gramme for installation of coal 
handling plants with arrange¬ 
ments for screening, picking 
and crushing of coal to proper 
sizes; (2) grade coal properly 
and get it sample checked by 
an independent agency like the 
Coal Controller; (3) set up a 
separate quality control orga¬ 
nisation under the marketing 
wing of each company; (4) in¬ 
troduce joint sampling and 


inspection by the representa¬ 
tives of producers and con¬ 
sumers at the points of des¬ 
patch of coal; and (5) prompt¬ 
ly attend to quality com¬ 
plaints. 

New Washeries 

With a view to improving the 
supply of quality coal to the 
steel plants, two new washeries 
arc programmed to be set up 
in the near future one at 
Kedia in Bihar (2.6 million 
tonnes raw coal input capacity) 
and the other at Nandan in 
Madhya Pradesh (J.2 million 
tonnes). They should help con¬ 
tain the imports of coking 
coal, which have been assessed 
by a working group of the 
Planning Commission around 
1.5 million tonnes per annum 
for the Sixth Plan period. C'oal 
bcnelication has been proposed 
for thermal power stations as 
well. Bencficiation plants for 
this purpose arc to be set up at 
Bina and Jhingurdah in the 
Singrauli area. They will 
pioneer this development. I’hc 
proposal to set up a low tem¬ 
perature coal carbonisation 
plant at Dhankuni (near 
Calcutta) for producing coal 
gas, smokeless coke and other 
products to substitute the 
scarce petroleum products has 
been revived. 

Two serious problems which, 
however, still, remain to be 
en’cctivciy tackled on the coal 
front, are the mafia control in 
several parts of the West 
Bengal-Bihar area and the over¬ 
staffing of the various subsi¬ 
diaries of CIL. While the 
former has been highlighted 
recently by the Mohd. Fazal 
Committee, the Baveja panel 
drew pertinent attention to the 
latter a few years ago. Instead 
of absorbing the surplus labour 
force in the new mining pro¬ 
jects being taken up, it is ra¬ 
ther disconcerting to note that 


fresh recruitment is being en-; 
couraged on political conside-; 
rations. 

In so far as inadequate raU- 
way movement and the report¬ 
ed accumulation of stocks at 
the pitheads are concerned, a; 
significant constraint that i& 
said to be encountered is the 
arrangment of coal move¬ 
ment from the pitheads to the 
rail-heads. This is the res¬ 
ponsibility of the producing 
companies. Vested interests 
appear to have developed in 
this movement in the recent 
past. If the prices of coal ait 
to be contained and undue 
cost-push indation obviated, 
serious clTorts need to be made 
to straighten out these prob¬ 
lems. 

PETROLEUM CRUNCH 

As regards oil, it goes to the 
credit of the Government that 
no serious shortages of petro¬ 
leum products have been allow¬ 
ed to develop, except for the 
manufacture of fertilizers at 
some plants dependent on sup¬ 
plies of natural gas or petro¬ 
leum products based on upper 
Assam crude, though at a 
heavy cost through increased 
resort to spot purchases ab¬ 
road. To some extent, reduced 
demand for high speed diesel 
oil for agricultural purposes, 
following good rains, was 
helpful in casing the situation 
and containing the imports of 
this product. But still the over¬ 
all increased irnptirts, neces.si- 
tated by the protracted suspen¬ 
sion of supplies from upper 
Assam due lo the agitation 
there on foreign nationals* 
issue, and the fresh hikes 
effected by the members of the 
OPFC in oil prices has pushed 
up the oil import bill to the 
staggering figure of about 
Rs 5,3(X) crores. 

To compensate the refineries 
for the increased cost of crude 
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phroughput, the prices of petro- 
products had to the rais- 
ftd this year substantially all 
'i^long the line, But that oh- 
^viously could not be avoided, 
'^hese substantial upwanl re- 
rVisions in prices have had the 
;^lutary impact of containing 
demand and providing a new 
thrust to energy conservation 
*^casurcs. It, indeed, is a wel¬ 
come development that most 
.industrial consumers and equip¬ 
ment manufacturers have siurt- 
‘ed thinking in terms of energy 
conservation and initiated mea¬ 
sures, though on a modest 
tscale as >ct, in this direction. 

The domestic production of 
'oil of course, suffered a sharp 
setback in 1980 as a sequel to 
the Assam agitation. Ihe 
■Upper Assam oilfields were 
allowed by the agitators to 
be worked only intermit¬ 
tently to produce products at 
;thc refineries located in Assam 


itself to cater for the require¬ 
ments of the Norih-Iiasteni 
States. No crude oil or pet¬ 
roleum products were allowed 
to cross Assam borders with 
the result that the two refine¬ 
ries at Bongaigaon and Bara- 
uni had to be shut down. 
Sometimes even supplies in 
Assam had to be augmented 
from elsewhere in the coun¬ 
try. The net result of this 
was a reduction in oil produ¬ 
ction in the eastern sector 
from the anticipated level of 
above five million tonnes to 
just a Icttle over one million 
tonnes. 

To offset partly this loss of 
pn)duLlion, the output from 
the Bombay High area was 
stepped up through somewhat 
acwelcratcd development. The 
plans to steadily reduce pro¬ 
duction in the Anklcshwar 
area of Guiarat for technologi¬ 
cal reasons m view of the de¬ 


pleting reserves were held in 
abeyance. The work on aug¬ 
menting supplies from North 
Gujarat from 1.3 million 
tonnes to 1.7 million tonnes 
per annum for compensating 
the reduction in output 
from the Ankleshwar region 
from 2.4 million tonnes to two 
million tonnes, of course, was 
continued. So there has been 
some marginal improvement 
in oil production from the 
Cjujarat area. The potential 
of the Bombay High area has 
been developed to around 
140,000 barrels a day from 
100,000 barrels at the beginn¬ 
ing of the year, thugh bela¬ 
tedly. Actual production 
from Bombay High in 1980 
might be 5.8 million tonnes, 
as against 4.40 million tonnes 
i 1 the previous year. The 
S' tback to the operations 
of Oil and Natural Gas Com¬ 
mission in Assam, however, 


seriously told upon the plans 
to raise production from these 
ONGC concessions to 2.5 
million tonnes in 1981-82 
from 1.9 million tonnes in 

1979- 80 and the targeted level 
of 2.3 million tonnes in 

1980- 81. 

The most important deve¬ 
lopment on the oil front dur¬ 
ing 1980 has been the decision 
to invite foreign explorers for 
a massive search for oil in the 
country. Thirtyfour interc.sted 
parties have been short-listed 
for the purpose of negotiations 
to be completed by March 
so that they can start survey 
work in the areas thrown 
open to them all over the 
country by Septcmber-Octobcr. 
Geological and geophysical 
information with the ONGC 
has been made available 
to them for eliciting con¬ 
crete proposals. The para¬ 
meters of the policy which will 




govern this exploration pro¬ 
gramme are to be finalised on 
the receipt of the concrete 
proposals from the foreign ex¬ 
plorers. They are to be al¬ 
lowed to have some portion 
of the crude oil produced— 
some reslience from the policy 
which has held sway hitherto. 
The decision on the exact qu¬ 
antum, however, will be taken 
when the overall parameters 
^.re decided. The ONGC is 
being kept out of the picture 
till oil is found. A separate 
directorate is to be set up in 
the Ministry of Petroleum to 
oversee and coordinate explo¬ 
ration by foreign companies. 

Normaliaing Production 

The resumption of crude oil 
supplies from upper Assam to 
the Bongaigaon refinery a few 
days ago and the likelihood 
of the flow of this oil to 
Barauni also in the next few 
days should normalise oil pro¬ 
duction in the country. If 
no unforeseen mishap occurs 
again, the domestic oil output 
in 1981-82 should go up to the 
planned level of 17.5 million 
tonnes from 12.87 million 
tonnes in 1979-80. It was tar- 
getted at 14.70 million tonnes, 
in 1980-81. But the produc¬ 
tion loss this year has been 
at least around 3.5 million 
tonnes. The output during 
the current calendar year may 
be approximately 17 million 
tonnes. 

To ward off any exigencies, 
imports of crude oil in 1981 
have been planned around 
16.5 million tonnes. The total 
crude oil requirements for the 
year are estimated at 31.5/32 
million tonnes. The deficit 
petroleum products are to be 
imported to the extent of 
about five million tonnes. If 
the anticipated level of domes¬ 
tic production is achieved, the 
slightly excessive imports 
planned may be utilised for 


building up inventories. 

The increase in production 
this year will be primarily 
from the ONGC’s concessions 
in Bombay High and to some 
extent from its Gujarat and 
upper Assam concessions. The 
potential of Bombay High is 
planned to be stepped up to 
17 million tonnes by the end 
of 1981 (from the present tar- 
getted level of 12 million 
tonnes) with assistance from 
the French concern, CFP. This 
may yield some production in 
excess of the planned one this 
year itself. 

The above not only shows 
the anxiety of the Union 
Government to step up oil ex¬ 
ploration and production a 
great deal in the near future 
U) contain the oil import bill 
but should also assuic that 
shortages of petroleum pro¬ 
ducts arc obviated even 
though the requirements this 
year have been projected on a 
growth of five per cent in the 
consumption of petroleum 
products in general and 10 per 
cent in the case cf HSD. 

Further Slippage 

Apart from the setback to 
the production of crude oil in 
upper Assam, there, of course, 
has been some further slipp¬ 
age in the commissioning of 
the Mathura refinery. This 
six million tonnes new refining 
unit may go on stream only 
after June and may be fully 
operational in 1983. The last 
year’s delay did not cause 
much complications as crude 
oil supplies were tight. But 
since there are good prospects 
of these supplies improving 
this year, expeditious com¬ 
missioning of this refinery 
should help curb imports 
of the refined products 
which cost much more than 
crude oil. In fact, the expan¬ 
sion of the oil refining capa¬ 
city. which has been at a slow 


pace in the recent years, 
needs to be accelerated signi¬ 
ficantly so that there does not 
remain any need to import 
products. It should be pos¬ 
sible lo easily export the sur¬ 
plus products in future as the 
international oil scene has un¬ 
dergone a sea-change in 
recent years. Imports of pro¬ 
ducts, on the other hand, are 
bound to become more and 
more diflicult in the coming 
years. 


ATOMIC ENERGY 

The major achievement on 
the atomic energy front in 1980 
has been the commissioning of 
the second unit (220 Mwe) of 
the Rajasthan atomic powet. 
station. This has raised thd 
nuclear generation capacity tbl 
the country to 840 Mwe (Tara* 
pore 400 MWe and RAPS 440 
MWe). Hopefully, this capa^ 
city w ill go up in the next fevT 
months by another 235 MWe 


--- --- 

Pattern of Petroleum Consumption 

The tote! consuiv.ption of pctrolcwn products in 1980 
irr/.v Just a little over 30 mil Hon tonms as a^^aiust 29.75 
million tonnes in 1979. This ou ans that consumption increase ; 
cd by a mere one pi r ci nt which is in \harp contrast to the 
rate of growth of consumption of petroleum products 
during the preceding years, when it stood at 5.7 per cent* 

The consimption growth jor I9SO-81 had been istimated 
at \i)per cint but it is fairly eertain now that tin financial 
year will md with a consumption giowth of not more than 
I 2.5 per cent, 1 his sharp drop is mainly due lo the non-o vaita- 
bHity of petroleum pioduets tram iiarauni and Assam, 

The sharpest drop itr/A in the consumption of naphtha j 
which was about —15 per cent owing mMinly to tiu low capa~ 
city utilisation in fertiliser units. The demand for lubrieant 
oil in the first nine months of I4X0-SI was —2 pir cent^ for 
bitumen - 1.8 per cent and LT(j — 5.7 per cent. 

The USD eonsunip/ion growth rate in the northern 
legion J 1 VM' lowest in the country, which is in stark contrast 
to the reituinmeiits of the I’tgion, Hu consumption in the 
northern region, comprising Tunjab, Uaiyana, Delhi, 

I West! rn IJ,P,^ and Raj(*sthan, during April to Novi/nher 
1980 MY/.v I .s)9 million tonnes J a growth rat*, of just 0,5 per 
rent, HSD lonsumptioii in the eastern region was 1.25 
million tonne {growth rate A.5 per cent), wistern region 
I 1.58 million tonnes {growth rate 4.f) jier eeiit)^ and southern 
1 region 7.million tonnes. {growUh rule 9.2 jier entt), 

j 7'hc all India consumption growth of jietrol during 
I April- November 1980 was mu mil Ton r mines, a growth 
rati of 2.9 pir cent over the eorrespenuTng 1979 period, 

I The consuinjition in the northern region ii7/\ ihe highest at 
I 292,000 tonnes (plus 5.3 mt), followed h\ tin western rc- 
I gion at 284,000 tonnes, soathern region at 254,000 tonnes 
I (plus 1.4 per eeiit)^ and easttrn region 173,000 tonnes , 
{minus three per cent,) 

The kerosinc eonsumptimi diit'ng April-Novcnibei ; 
1980, for the i ntire country 2.7 tmlhmi tonnes, a growth . 
rate of 1.1 per cent. The Ivghesi consumption was in the ■■ 
western region at 868,000 tonnes followed by the southern . 
region 671,000 tmines, thi (astern region at 590,(KK) tonnes^ 
and nor till in region at 581,000 tonnes, fhe growth rata 
was highest in the southern reg’on at 10.5 jier cent, follow¬ 
ed by till northern region at 9.2 pi r ei iit^ eastern region at 
6.7 per cent, ami the western region at 5.2 per cent. 
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the first unit of the 
^Ipakkam project goes on 
Jlream. Heavy water for start¬ 
ing this unit is said to have 
i>een arranged. 

! Another significant attain- 
inent in this field has been the 
;ecomniissioning of the Baroda 
acavy water manufacturing 
iinit after extensive repairs 
!)Ver the last two years, neces- 
(ntated by the damage caused 
^y an explosion in December 
'\911. With the Baroda project 
:^oing on stream again, the 
heavy water production capa- 
|aty has gone up to 152.4 
tonnes per annum, spread over 
|he Nangal unit (14.1 tonnes), 
ihe Baroda plant (67 tonnes) 
hnd the Tuticorin project (71.3 
konnes). Two other plants 
;kfe practically ready for going 
'tn stream at Kota (100 tonnes) 
?|ind Talchcr (62.7 tonnes). 

While the recently commis¬ 


sioned second unit of the 
Rajasthan atomic power sta¬ 
tion is .stated to be behaving 
fairly well and generation from 
it will be fully stabilised soon, 
the Baroda heavy water pro¬ 
ject may pose some problems, 
even though the authorities 
claim that it will have a smooth 
functioning in future. The 
Tuticorin plant, of conr.se, has 
been working only intermit¬ 
tently since its commissioning 
in April, 1979, due to frequent 
shutdowns of the ammonia 
plant of Southern Petrochemi¬ 
cal Industries Corporation, 
power failures and labour 
troubles. 

The 1980 developments in 
the atomic energy field evoke 
optimism that despite the dilH- 
culties that may still be en¬ 
countered, the progress shou'd 
pick up soon and the current 
phase of raising the nuclear 


power generation capacity to 
1,780 MWe, which has been 
inordinately delayed after the 
Pokharan implosion for rea¬ 
sons too well-known to be re¬ 
counted here, will be accom¬ 
plished in the next three or 
four years. The additional 
capacity will accrue from the 
second unit of 235 MWe capa¬ 
city at Kalpakkam and the 
two units of similar capacity 
at Narora. Work on the 
second unit at Kalpakkam is at 
a very advanced stage. The 
civil works at Narora are al¬ 
most complete and equipment 
manufacture is in full swing. 

'Ihe endeavours to step up 
the supplies of power and coal, 
indisputably, have to be conti¬ 
nued relentlessly so that it 
should be possible to exceed 
the requirements, even though 
marginally. It is gratifying to 
note that the Planning Commi.s- 


sion has proposed a very high 
priority during the Sixth Plan 
period to the development of 
the energy sources in general 
and of power and coal in 
particular. The outlay in the 
energy sector is envisaged to 
be raised during the five years 
to 1984*85 to as much as 
Rs 26,535 crores from Rs 9,855 
during the Fifth Plan period. 
A similar emphasis is to be 
put on the development of the 
transport sector. The outlay 
in this sector is being increas¬ 
ed to Rs 12,412 crores from 
Rs 5,528 crores so that trans¬ 
port bottlenecks for the move¬ 
ment of goods traffic, parti¬ 
cularly coal, can be broken. 

The enlarged wagon pro¬ 
curement programme—13,000 
wagons are now being bought 
during the current financial 
year as against the original 
programme of securing only 


I 



Assisting twice the number of 
small scale units than others, proves 
we aren’t just another bank! 

Il IS d f.ict that, on an Taking Small Scale 
aveiaqe, oui bianchrs Induatiiei on the double! 
support twifo tho numbrr Between 1975 and 197G. 
ol small scale unit.'; than oui small scale units 
other bcirihs Or. more account almost doubled — 

“ pif.(i3Ply om linuic IS 36 from 12.361 to 23.706—on 

3 small scale unilb per to ;i7.8B6 in 1977—to 32.17G 

« bi Cinch, compared to 18 m 1978 A remarkable 

(or others. jump from only 750 at the 


time of nationalisation 
Tho number of rotail trade 
accounts, too almost 
doubled from 11 715 in 
19/5 to 21.333 in 1977-on 
to 24.433 in 1970 
l/8th: our big credit 
Today. 1 /8lh of our credit 
goe.*? to the small scale 
sector alone 
In fact, from the time of 
nationalisation to the end 
of 1978, our outstanding 
advance.? have i ecorded 
a phenomenal increase of 
539 43% 

We aren’t just another bank 

As you can see. the 
small scale sector is a big 
scale operation with ur 
On the other side of the 
coin, we happen to be one 
bank that's having well over 
62®{, of its deposits on long 
term duration—a suie 
proof of customer loyalty. 
All of which explains why 
we are not just another 
bank. 
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8,000 wagons and it is planned 
to buy annually during the 
f next four years, 20/22,000 
wagons so that 100,000 new 
wagons are available to rail¬ 
ways during the five years of 
the Sixth Plan—should improve 
wagons availability for coal 
movement. But in view of 
the tremendous strain that 
will be put on railways dur¬ 
ing the next two decades, it 
is essential that beginnings 
are made expeditiously for 
transporting coal through pipe¬ 
lines, as is to be done in¬ 
creasingly in the case of petro¬ 
leum products. Wagon sup¬ 
plies to railways can be ex¬ 
pected to increase to the de¬ 
sired levels as 45 per cent raise 
has been allowed by the Rail¬ 
way Board. As new wagons 
will be of modern design, 
speedier movement of coal 
should be possible through the 
express stream. The rapidly 
growing oil import bill—oil 
imports during the current 
calendar year may cost over 
Rs 5,700 crores which will 
mean about 70 per cent of the 
country’s export earnings be¬ 
ing utilised only for this pur¬ 
pose-warrants that greater 
reliance should be placed in 
future on non-oil sources of 
energy. 

Conservation Effort 

\ The Energy Policy Commit¬ 
tee, which reported last year 
on the energy requirements 
upto the year 2000, has stress¬ 
ed that even on the optimum 
reference basis, which takes 
into consideration certain 
policy options that favour 
holding down the consump¬ 
tion of oil and petroleum 
products, improved energy 
utilisation, reduction in energy 
consumption in industries, in- 
^ creasing resort to the renew¬ 
able sources of energy and 
adoption of development paths 


linked to minimising the use 
of energy. The requirements of 
coal by the end of the current 
century would warrant a pro¬ 
duction of at least 426 million 
tonnes, of oil of the order of 
about 70 million tonnes and 
of electricity to around 130,000 
MWe. On the historical re¬ 
ference basis—taking into ac¬ 
count the past trends-' the re¬ 
quirements may grow even 
faster. 

Reduced Consumption 

The annual growth in 
Gross Domestic Product as¬ 
sumed for the purposes of the 
above estimates is about 4.7 
per cent from 1977-78 to 
1982-83, 5.5 per cent from 
1982-83 to 1987-88 and six 
per cent from 1987-88 to 
2000-2001. The optimum 
level forecast assumes that oil 
consumption will be brought 
down between 1982 and 2000 
to just four per cent from 9 to 
10 per cent in the first half of 
the Seventies which has been 
pushed down to five to seven 
per cent in the past few years. 
The rate of growth in energy 
consumption by the end of the 
century, it has been further 
suggested, may flatten to about 
6.5 per cent from around 10 
per cent during the last three 
decades. 

The domestic oil production 
on the basis of the known and 
indicated reserves is antici¬ 
pated to peak 25 million 
tonnes. Unless new reserves 
are located, imports of oil in 
the terminal decade of the cen¬ 
tury will become a very seri¬ 
ous problem, Even during the 
Eighties their pressure on the 
balance of payments will be 
severe. 

The coal resources of the 
country can certainly be ex¬ 
ploited more fully in the com¬ 
ing years as we have ample 
known reserves of this fud. 


But like oil, coal also is ad¬ 
mittedly a depleting asset. The 
future energy policy, thus, will 
have to take note of this, apart 
from the problems to be faced 
in raising output and trans¬ 
portation of coal to the de¬ 
ficit areas. 

A good deal of the hydel 
power potential of the coun¬ 
try—-a renewable resource—no 
doubt, still remains to be tap¬ 
ped and an accelerated deve¬ 
lopment programme in this 
field through resolving the 
inter-State differences over the 
sharing of this potential is not 
unjustified. But the heavy 
costs involved in this program¬ 
me in view of a substantial 
portion of the potential being 
in the remoter Himalayan 
ranges, may prove an inhibit¬ 
ing factor. It is of course, 
encouraging to note that eff¬ 
orts are to be made in the 
coming years to reduce the 
implementation period of both 
hydel and thermal power pro¬ 
jects to about half the time 
taken at present through great- 
ter resort to modern construc¬ 
tion techniques. 

Other Resources 

Some steps have as well 
been initiated to tap the other 
important renewable resources 
of energy such as solar, geo¬ 
thermal, biogas, biomass, 
wind, tidal and ocean thermal 
gredients. The most promis¬ 
ing among these proved till 
now, of course, are only bio¬ 
gas and solar. There are no 
large-scale manifestations of 
geothermal energy in the 
country. Some minor resour¬ 
ces of this energy are assessed 
to be there in Ladakh and 
Himachal Pradesh. The tidal 
resource is mainly confined to 
the Gulf of Cambay and the 
Gulf of Kutch in the west 
and Sunderbans in the Cal¬ 
cutta region in the east. The 


total tidd potential^ howeveTt 
has been estimated at less;: 
than a thousand MWs and 
this development is associated 
with expensive and complex 
civil construction. Similarly,: 
the tapping of the ocean ther*.; 
mal gredients is associated; 
with extremely high capital * 
cost. 

Heavy Costs 

In the case of solar energy, 
capital costs are as yet ex«:\ 
ccssive but they are expect* 
ed to be brought down con- i 
siderably over the next few 
years. An ambitious pro*, 
gramme to set up one pilot 
project for the use of solar/: 
biogas energy in each district , 
of the country is envisaged ' 
during the current Plan period.^ 
All these efforts, of course, 
can provide alternative sour¬ 
ces of energy only after a de* 
cade or so, except in the case 
of biogas. 

If some marginal surpluses 
of energy are to be ensured in 
the near future, what is need* 
cd, apart from accelerating the 
development of the hydel and 
coal-based power programmes 
as well as coal, is the speeding 
up of the nuclear power pro¬ 
gramme. Currently, less than 
three per cent of the electri¬ 
city produced in the country 
is from the nuclear source. 
This percentage would have 
been much more impressive 
had the nuclear generation 
programme not suffered a 
serious setback after the 
Pokharan implosion, which 
led to cessation of external 
assistance for the purpose/ 
This, however, has proved to 
be a blessing in disguise and. 
spurred the country to go in 
for self-reliance in nuclear 
generation. The result has 
been that India, according to 
Dr H.N. Sethna, Chairman, 
Atomic Energy Commission, 
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is the only country,^ besides 
the major nuclear powers such 
as the USA, the USSR, Brit¬ 
ain and France, which has full 
control over the nuclear fuel 
cycle. This in sim le terms 
means ihat India has now ac¬ 
quired c mpetence in all areas 
commencing from mining and 
milling of uranium to fabri¬ 
cation of fuel elements, <'esign, 
consiruciion and operation of 
nuclear power plants, repro¬ 
cessing of spent fuel elements 
and storage of high radio¬ 
active waste. 

The dangers of going in for 
a more rapid development of 
nuclear energy are highly ex¬ 
aggerated, It is interesting to 
note that France expects to 
have 50 per cent of its entire 
^electricity by 1985 from the 
nuclear source. Japan is going 


ahead to develop this source 
to meet 17 per cent of its elec¬ 
tricity requirements by the 
middle of this current decade. 
There is, theiefore, no reason 
wryJn ia should be deterred 
frofii heaving forward in this 
sphere. 

Bold Programme 

The Atomic Energv C<^m- 
mission has proposed augmen¬ 
tation of the nuclear power 
generation facilities to as 
much as 10.000 MWe capacity 
by the year 2000. The Narora 
type design is proposed to be 
standardised for some ten 
more reactors to be located in 
areas remote from the coal 
fields. The future loca:ions 
may have four reactors each 
instead of two at present, so 


that infrastructure faeilities 
can be utilised more fully. The 
Nineties may witness the sett¬ 
ing up of even 500 MWe re¬ 
actors instead of the 235 MWe 
ones at present. 

An enlarged nuclear power 
p ogramu e, however, requires 
the strengthening i f the tran- 
mission system in advance. 
The troubles of the Rajasthan 
atomic power station are 
partly due to (his. Moves in 
this direction, of course, have 
been made already as a result 
of the setting up of 20U/210 
MWs coal-fired thermal gene¬ 
ration sets and in anticipation 
of several 500 MWs such sets 
being put up in the second 
half of the Eighties, following 
the pioneering effort of Tatas 
in the western region where 


such a set, imported frox 
abroad with World Bank as 
sistance, will go on strear* 
during the current Plan periq 
itself. But a lot still remain 
to be done in this sphere 
The entry of the Centre in th 
transmission system, as agree 
to at a meeting of the SUn 
Chief Ministers a few monti 
ago, should inspire hopes thx 
this major task in the pom 
sector will be taken up in rigif 
earnest without delay. A 
expeditious completion of til 
national grid will go a Jos 
way not only in minimisic 
voltage fluctinations but ah 
for transfering power froi 
the surplus to the defic 
areas and also during tl 
emergency periods when the 
is a sudden drop in generatic 
in some States for any reasot 
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INDIAN COFFEE INDUSTRY 

Indian Coffee, distinctive and delicious, gets its spccia I aroma from the rich soil, climate and culture of India. 

Nurtured on the shaded slopes of the Western Ghats, with its spare extending Eastwards, Indian C’offcc is grown under 
ecological conditions ideal for the growth of the finest coffee. 

Coffee in India covers 192,248 hectares and accounts for 90,772 estates. Of this 88,753 arc small holdings below lO hect¬ 
ares and 209 arc above ,10 hectares. These estates emplov 2.31,208 daily workers. 

The Coffee Board works for the growth and development of the Indian (roffee Industry. The Central Coffee Research 
Institute is located in Balehonnur of Cbikmagalur District of Karnataka State. The Research Depertincnt has helped consider¬ 
ably in the scientific growth of Coffee Plantation. 


AREA UNDER COFFEE 


Stale 

Arabfca 

(Hectares) 

Robusta 

(Hectares) 

Total 

(Hectares) 

Karnataka 

69,9^.0 

34,557 

104.547 

Tamilnadu 

27,650 

5,259 

32,900 

Kerala 

2,757 

48,951 

51,708 

Andhra Pradesh 

1,910 

80 

1,990 

Assam 

Other States 

684 

50 

734 

Orissa, W. Bengal, Andamans, 
Madhya Pradesh and 
Maharastm (Experimental 
Plantations) 

358 

2 

360 


103,349 

88,899 

192,248 


India*s estimated production of excellent coffee is about I lakh tonnes. 

Coffee th?t is grown ha.5 to be processed or cured. There are 31 Coffjc Curing Kstablishnicnts in the country. A whole 
range of operations in the country contribute to the quality of INDIAN COI TEE. Careful picking of the Cofice fruits, 
scientific processing, curing done to set standards, and quality assessment leads to export of only the best coffee beans. 

Coffee exports during 1979-80 rcaIi.sed foreign exchange worth 178crores of rupees. 

Current efforts arc aimed at increased production in traditional areas and bringing non-traditional areas under coffee, thus 
ensuring adequate supplies to meet increasing trends in cxport.s and international consumption of the future. 

COFFEE BOARD, INDIA. 
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Foreign Aid, 1975-80 

T. C. A. Srinivasa-Raghavan 


The key features of foreign aid to India are that it is the 
recipient from most diverse sources, emd the Interntional Deve¬ 
lopment Association, the soft-lending window of the World Bank, 
is tht biggest donor. Debt servicing as a percentage of export 
learning is well within the tolerable limits. Tht author fet Is that 
tht flow of aid must at least be maintained at tht present level 
if not increased. 


The question of foreign aid 
can be vexatious. While the 
pragmatists say “money is 
good, and if it is cheap in the 
bargain, it is even better”, the 
leftists and the chauvinists 
squeal about a “sellout to im¬ 
perialists” and an “affront to 
yiational pride”. In the event, 
pragmatism has a stronger case 
and instead of asking “why?” 
it is altogc'her wiser to ask 
“how much?” 

How much indeed? In the 
last five years, just about 
Rs 3,375 crores net, and this 
year—1980-81—about Rs 999 
crores; which gives Rs 4,374 
crore net for the period 

1975-76 to 1980-81. This is 
the amount that has flowed 

^ Table I 

Inflow of External Assistance 
(Rupees crores) 

Autho- Utilise- Debt Net 
risa- tion scr- 
tion vice 


1975- 76 2,654 1,841 687 1,154 

1976- 77 1,286 1,599 755 844 

1977- 78 1,897 1,290 821 469 

1978- 79 2,334 1,264 882 384 

1979- 80 1,606 1,382 858 524 


into India after past debts 
have been paid off and present 
ones serviced. Table 1 sums 
up the picture. The important 
thing to note is that after 
having declined steadily for 
four years, net inflow started 
to increase from 1979-80. 
Why? Because greater atten¬ 
tion is being paid now to the 
rate of utilisation. A brief ex¬ 
planation is in order. 

Till 1975-76, in which year 
aid disbursement was Rs 1,841 
crore, most of the aid was in 
the form of non-project aid 
which could be used up quick¬ 
ly. Then came the boom in 
India's foreign exchange reser¬ 
ves and donors started asking 
why India should rccieve aid. 
After the usual debates it was 
decided that non-project aid 
would be replaced by project 
aid. But such aid is inherently 
slow disbursing. Further, the 
proportion of aid to irrigation 
and rural development (which 
is also slow disbursing) in¬ 
creased. Obviously, the ans¬ 
wer lay in increasing the rate 
of utilisation of authorised 
aid, whence the increase in 
net aid inflow. It is worth 
pointing out that during this 
period, with the cxqeption of 
1979-80 when there was no 


debt-relief, the quantum of aid 
authorisations increased. 

Which are the major sources 
of aid ? Tabic II presents the 
picture .since 1975-76. The 
Internationa] Development 
Association, which is the soft- 
loan window of the World 
Bank, is easily at the top of 
the chart. It leads the league 
with Rs 3,174.39 crores during 
the last five years. It is fol¬ 
lowed, though not closely, by 
the UK. which has authorised 
a total of Rs 1,162.64 crores in 
the same period. The UK 
since 1977-78, has also been 
authorising increasing amounts, 
though this year it has cut 
back. The USA and the USSR 
have been less forthcoming 
but Sweden (yes, Sweden) has 
been generous. It authorised a 


total of Rs 246.78 orores 
against Rs 259.45 crores by the 
USA and Rs 208 .30 crores by 
the USSR. The Dutch and the 
Germans too have been gene¬ 
rous with Rs 461.63 and 
Rs 691.05 crores respectively. 
The Japanese authorised 
Rs 414.4 crores and the Cana¬ 
dians Rs 231.5 crores. These 
are only the major donors and 
various other countries have 
also chipped in. This makes 
India an aid recipient from 
the most diverse sources, a 
unique, if somewhat dubious, 
distinction. 

But what is authorised must 
also be utilised. Here the pic¬ 
ture gets a bit murky because 
project aid takes a long 
time to be fully used up. Table 
III gives the story of aid 


Tabi.e II 

Aid Authorisations—by Source 


(Rupees crores) 



1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

Total 

USA 

20.0 

93.6 

22.8 

49.7 

73.35 

259.45 

IBRD 

87.4 

284.8 

163.4 

227.7 

203.75 

967.05 

IDA 

714.1 

— 

711.9 

1287.1 

461.29 3174,39 

USSR 


— 

208.3 

— 

— 

208.30 

UK 

214.4 

175.7 

228.3 

232.9 

284.34 1162.64 

Japan 

87.5 

68.9 

131.6 

83.6 

42.80 

414.40 

Canada 

58.7 

70.0 

48.1 

23.2 

31.5 

231.5 

West 

Germany 129.9 

133.8 

106.9 

153.0 

167.45 

691,05 

Sweden 

47.4 

48.1 

45.4 

50.2 

55.68 

246.78 

Netherlands 87.3 

103.5 

92.7 

85.9 

92.03 

461.43 


ANNUAL NUMBER 1981 


239 


JANUARY 23, 1981 



utilisation source-wise and 
Table IV gives the same pic¬ 
ture in aggregate terms. An 
attempt can be made to exa¬ 
mine the rate of utilisation 
by dividing aid used up in a 
given year by and authorised 
but undisbursed at the end of 
the previous year. But before 
drawing any conclusions from 
such figures, it is useful to 
bear in mind that a number 
of factors influence the utilisa¬ 
tion rate. Thus if a large pro¬ 
portion of aid comprises 
commodity assistance or non¬ 
project aid, the rate of utili¬ 
sation will be high. On the 
other hand, if a large propor¬ 
tion consists of project aid, 
the absence of complimentary 
inputs in the country—like 
last year when power, coal 
steel, transport etc. were in¬ 
adequate-can adversely affect 


the utilisation rate. In fact, the 
rate of utilisation varies from 
project to project and much 
the best thing is to maximise 
it, or what is the same thing, 
minimise delays in project 
implementation. Since a con¬ 
siderable part of such delays 
can be attributed to adminis¬ 
trative (as opposed to strictly 
economic) reasons, efforts 
should be made to reduce 
these. Another equally impor¬ 
tant reason can be—-and 
indeed is—inadequate attention 
to project planning details. 
The various nitty-gritics of 
setting up a project must be 
worked out comprehensively, 
well in time. 

An important factor from 
the recipient country’s point of 
view is the proportion of 
grants in total aid: the higher 


the better. Here fortune seems shows, the percentage of 
to have favoured India during grants has been steadily increa- 
the last few years. As Table V sing since 1976-77. On the 

Table HI 

Source-wise Aid Utilisation 


(Rupees crores) 



1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

USA 

128.9 

68.8 

25.2 

21.6 

NA 

IBRD 

35.8 

68.9 

130.3 

149.4 

NA 

IDA 

430.2 

476.5 

289.1 

271.0 

NfA 

USSR 

26.9 

26.3 

25.7 

22.0 

NA 

UK 

139.6 

154.1 

161.7 

215.7 

NA 

Canada 

72.5 

67.9 

43.9 

23.3 

NA 

W. Germany 

160.1 

131.6 

77.3 

131.2 

NA 

Japan 

89.4 

129.8 

95.9 

98.0 

NA 

Sweden 

65.2 

35.2 

49.7 

40.0 

NA 

Netherlands 

45.9 

62.0 

66.7 

68.9 

NA 
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other hand» the proportion of 
untied credits has been decHng- 
ing. 

Table VI gives the picture 
relating to debt-servicing. It 
can be seen that as a percent¬ 
age of receipts, it went up 
during 1975-76 to 1978-79 
before declining marginally in 
1979-80. This is somewhat like 
borrowing from Peter to pay 
Paul and as such, not very 

Table IV 

Aid Utilisation (excluding 
PL 480/665) 

(Rupees crorcs) 


Loans Grants Total 


1976- 77 1285.3 245.8 1531.1 

1977- 78 1007.5 260.6 1268.1 

1978- 79 992.4 273.4 1265.8 

1979- 80 1000.13 370.11 1370.23 


nice. However, debt servicing 
as a percentage of export carn- 

Table V 

Share of Grants and Untied 
Credits in External Assistance 



Grants 

(%) 

Untied 

credits 

(%) 

1975-76 

15,4 

46.5 

1976-77 

15.4 

55.4 

1977-78 

20.2 

22.4 

1978-79 

21.6 

24.2 

1979-80 

NA 

NA 


iiigs has been well within the 
tolerable limits (taken as 
28—30 per cent) and reflects 
the inherent strength the eco¬ 
nomy acquired during the 
seventies. 

These, then, are the key 
features of foreign aid to India 
during the last live years. 
As regards the immediate 


future, it seems best to repro¬ 
duce the views of Dr I.G. 
Patel, who feels that the flow 
of aid to India must be at 
least maintained at the present 
level, if not increased: 

“For my money, 1 would bet 
at least for the near future 
on the recommendations (of 
the Brandt Report) regarding 
increa? ing the borrowing-to- 
capital ratio of the World Bank 
from one-to-one, to two to one, 
agreed goals for the IDA in 
real terms for the decade as a 
whole, some form of preference 
for the develop ng countries 
in SDR allocation along with 
uninterrupted creation of 
SDRs in reasonable amounts, 
and substantial funds to be 
jointly or severally provided 
by OPEC members and the 
industrially advanced coun¬ 
tries for the benefit of the 
poor oil-importing developing 
countries which are most seve- 


TableVI 
Debt Serviciog 


as % of as % of 
receipts exports 


1975-76 

37.3 

— 

1976-77 

47.2 

14.7 

1977-78 

63.5 

15.3 

1978-79 

69.6 

16 

1979-80 

62.1 

14.2 


rely affected by the increase 
in the real price of oil. t 
would also hope that with con¬ 
certed efforts we could hold 
at bay the forces of protection 
which have begun to raise their 
head in industrially advan¬ 
ced countries. But 1 am sure 
others have a different judge¬ 
ment or different choices. The 
important thing is that we zero 
in soon on a reasonably limit¬ 
ed range of initiatives”. 

Quite, 
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Balance of Payments: Long-term Strategy: 


Subhash J. Rele 


The Government is depending more on external sources of 
finance than evolving a consistent export policy to tide over the 
difficult balance of payments position. The cost that the 
country will have to pay in the long term will be quite heavy. 
Efforts need to be made to develop exports and accelerate import 
substitution measures for which there is significant Scope. 


Tub Government has valid 
reasons to be perturbed over 
the mounting trade deficit 
since 1977-78. There was no 
element of surprise in this 
alarming development. It was 
predicted by many in trade and 
industry circles. It was not 
accidental as is made out by 
some in the Government. 
From a surplus trade balance 
of Rs 71.83 crores in 1976-77, 
the deficit for 1980-81 is expec¬ 
ted to be around Rs 4,000 
crores—nearly twice as much 
as in 1979-80 and over six 
times that in 1977-78. The 
outgo on imports of crude oil 
and petroleum products is 
currently accounting for nearly 
70 per cent of our export earn¬ 
ings. 

During the first quarter of 
the current financial year, ex¬ 
ports are estimated to have 
recorded an increase of about 
seven per cent, whereas imports 
during this period were higher 
by about 63 per cent over the 
corresponding period last year. 
We are told Aat the growth 
in exports in the first quarter 
was slow, because of the im¬ 
pact of drought and poor eco¬ 
nomic performance of the 
economy in 1979-80, when 
there was a sharp decline in 
agricultural production and the 
Gross Domestic Product. The 
Finance Minister had warned 
the country that trade deficit 
this yenr would more than 
double to Rs 4,200 crores if 


the export target of Rs 7,100 
crores is not achieved. 

The annual report of the 
Ministry of Commerce for 
1979-80 has talked of foreign 
trade policy as being more 
dynamic; it has received a 
*‘new orientation and purpose¬ 
ful direction”. Can anybody say 
that our trade policy is ‘'more 
dynamic ?” In recent years, 
our imports have been main¬ 
taining a sharply rising trend. 
From Rs 5073.95 crores in 
1976-77, they jumped to Rs 
6,066.42 crores in 1977-78, 
Rs 6764.44 crores in 1978-79 
and over Rs 8,683 crores in 
1979-80. In the last three years, 
the average rate of growth in 
imports per annum was of the 
order of 19 per cent, compared 
to an increase of 7.7 per cent 
in the average rate of exports. 

The question arises: Are 
all the current imports essen¬ 
tial ? Imports are being resor¬ 
ted to even in respect of 
goods produced by some basic 
industries already well-establi¬ 
shed in the country. Again, 
maintenance imports have 
been shooting up and these 
hardly build up the production 
potential of the economy. 
Much scope exists for curtail¬ 
ing imports. The liberal im¬ 
port policy adopted two years 
ago has perhaps done more 
harm than good. The Govern¬ 
ment got in the habit of resort¬ 
ing to easy options. A passio¬ 
nate plea is made in certain 


circles that the import bill can¬ 
not be slashed to any tangible 
extent because of the rise in 
the prices of imported essential 
commodities, such as petro¬ 
leum, non-ferrous metals, iron 
and steel, cement, fertilisers 
and edible oils. A strategy to 
augment production of several 
essential commodities is yet to 
go into full swing. This, 
to say the least, is most unfor¬ 
tunate. 

Losing Ground 

Notwithstanding subsidies 
and other measures to encou¬ 
rage exports the country is 
fast losing ground in export 
markets on account of the 
rising prices of its products 
and deteriorating quality of 
certain items, inadequate ship¬ 
ping facilities and deficiencies 
in sales promotion efforts. Our 
exporters have not been 
able to take advantage of the 
inflationary conditions prevail¬ 
ing in overseas markets. Our 
export trade is subjected to 
tariff barriers in the USA and 
the European markets due to 
a creeping recession in these 
countries. Small wonder there¬ 
fore that in terms of value our 
exports of coir, spices, marine 
products, iron ore, jute and 
engineering goods have failed 
to show any significant im¬ 
provement. 

Various measures taken in 
the recent past—such as grant¬ 
ing of import licences under 
the import replenishment 
scheme on top of the licences 
they get as actual users, licen¬ 
ces for import of capital 
equipment and duty drawback 
or duty relief, cash assistance 
based on the f.o.b. value of 
exports, licences for domestic 


capacity expansion, grantf|it 
of pre-and post-shipment tMe 
dit on a priority basis at 
cessional rates—all these ^ 
not succeeded to the desfi$ 
extent. In some caises, impti 
mentation has been tardy. \ 1 
developing export strategy, ^ 
have not derived the ftilfe; 
benefit from the comparai^ 
advantages in respect of ^ 
ducts and markets, 
there is buoyancy shown* 
invisible exports conipthiS 
mainly receipts from 
shipping, insurance, divi<!fetti 
and tourism, totalling 1 
2,292.53 crores during 
October, against Rs 
crores in the corrtsportt^ 
period of the previous yii 
but this should not lull i^ 
a state of complacency. 
needs to be reckoned that t 
port demand is always vqlaitil 
It is naive to think that 
ports will provide thi hiift 
needed foundation fbr’ll 
country’s industrial develo 
ment. 

Hackneyed Exereleee 

The current exercises in tl 
Commerce Ministry about he 
to boost export have alreai 
started Sounding hackneye 
Every year witnesses a furtl 
drop in opr share in the wor 
export trade. The major dil 
culty in the way of rapid c 
pansion of exports is the inad 
quate availability of produc 
for exports, especially of no 
traditional goods. The pull 
the domestic market resu 
in the slowing down of c 
ports, while shortage of ri 
materials comes in the way 
increased production. Esepe 
ters should rely more on bet 
salesmanship, packaging, fin. 
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»to sell their goods rather 
oil cash assistance to sup- 
them. 

I Our export trade suffers from 
ral weaknesses like failure 
stick to quality specilica- 
i5» delivery schedules and 
I to contracts regarding 
!S, payment and procedu- 
Sudden and frequent 
in domestic controls 
be partly responsible for 
,8. Mr P.K. Kaul, Com- 
liaeroe Secretary, recently poin¬ 
ted out that severe fluctuations 
^ foreign exchange markets, 
||r 4 »wing protectionism in 
(developed countries and the 
issndency to form regional 
^|roups by some countries pos> 
Sd a threat to India’s export 
firomotion drive. The situation 
^peered to be grim and called 
iw a more systematic and deli- 
.te export promotion effort, 
is has become imperative 
view of the fact that even 
prospects of foreign assis- 
,cein coming years have 
me grim. Besides, the 
lopmental activities in 
iipme of the neighbouring coun¬ 


tries had shown signs of slow¬ 
ing down, even though tem¬ 
porarily, ‘*which will inevita¬ 
bly have impact on the remit¬ 
tances received in India.” The 
problem of export promotion 
is essentially one of making 
the drive a part of our overall 
economic policy. 

In the last few years many 
workshops and seminars have 
been held in various parts of 
the country to consider the 
problems relating to foreign 
trade and utilisation of foreign 
exchange reserves and several 
constructive suggestions have 
been made. But New Delhi 
has not taken prompt action 
in implementing them. The 
criticism persists that reserves 
were frittered away in import¬ 
ing non-essential items to tide 
over the temporary crisis. The 
only recourse, many feel, left 
for us is to tap external sour- 
ces—such as the IMF facility 
and the petro-dollar market. 
It is said that but for the with¬ 
drawal of the IMF facility, 
India’s adverse balance of pay¬ 
ments position would have 


swelled to Rs 1,000 crores io 
the first seven months of the 
current financial year. So far, 
the Government has drawn 
down Rs 979 crores from re¬ 
serves and borrowed Rs 815 
crores from the IMF. The 
Union Finance Minister re¬ 
cently projected a further draw¬ 
ing down of Rs 400.50 crores 
from the reserve. 

The new facilities offered by 
Government to attract invest¬ 
ments from oil exporting coun¬ 
tries have been favourably re¬ 
ceived by some countries. 
During 1979-80 and 1980-81, 
so far 8144.163 million had 
been secured as loans. This 
included 820 million each for 
the Korba and Ramagundam 
thermal power project from the 
OPEC fund and 8134 million 
as oil credit from the Iraqi 
fund for external trade. The 
Government’s decision to tap 
the international capital mar¬ 
ket for meeting the foreign 
exchange requirements of im¬ 
port substitution projects is 
welcome. So far such drafts 
on international capital had 


been restricted toexport-^orien- 
ted projects, especially com¬ 
mercial aviation and shipping 
projects, which could over a 
period of time, earn enough 
and more foreign exchange 
than the servicing and ultimate 
requirement of the loans called 
for. Now a loan has been 
negotiated with western coun¬ 
tries for financing the Orissa 
aluminium complex. Another 
one is being arranged for the 
Oil and Natural Gas Commis¬ 
sion for developing further the 
Bombay High oilfield. 

There is enough ground to 
believe that the Government is 
depending more on external 
sources rather than evolving a 
consistent export policy to 
tide over the difficult balance 
of payment position. The op¬ 
tion involves no hard decision 
but the cost the country will be 
required to pay from the long¬ 
term point of view is bound 
to be heavy. This necessitates 
concerted efforts on developing 
exports. Import substitution 
too has to be accelerated. There 
is significant scope for this. 
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HIL believes that m increasing food 
production, protection to crops is as vital 
as growing them. That’s why we now 
enter the agricultural sector with a wide 
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indigenous technology Technology for 
basic manufacture and formulations of 
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I list are most effective for Indian 
conditions and for which an adequate 
supply at the farm level will be ensured. 
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Encouraging Turn in Steel 

K. C. Khanna 


The author^ who is the chairman of the Steel Authority of 
India Ltd, details the steps taken to increase the production of 
saleable stct / and reduction of ingot stocks. He is hopeful 
-..that under the strategy being adopted by SAIL the ingot I liquid 
steel capacity in the main steel plants will increase to 14.6 
million tonnes during the Sixth Plan from the present IJ.4 
million tonnes capacity. In the Seventh Plan period the Autho¬ 
rity proposes to increase the ingotjliquid steel capacity to 22.65 
million tonnes which would be equivalent to 18 million tonnes of 
saleable steel. 


After a sluggish performance 
by our integrated steel plants 
over a period of nearly 30 
months, steel industry has 
^ started looking up. There 
has been a steady pickup 
in production of saleable 
steel since October last. The 
upward trend is being main¬ 
tained. In 1976-77 the six 
integrated steel plants touched 
the peak performance figure of 
6.92 million tonnes of saleable 
steel. During the three years 
that followed they registered a 
negative growth of 12.7 per 
cent, production dropping 
down to six million tonnes in 
^ 1979-80. The public sector 
' steel plants which did not 
enjoy the advantage of greater 
self-reliance in the supply of 
coking coal and power suffer¬ 
ed the most. Their output of 
saleable steel declined by 14.5 
per cent during this period. 

Though the slideback start¬ 
ed gradually, production dec¬ 
lining from 5.37 million tonnes 
of saleable steel from the 
public sector plants in 1976-77 
to 5.29 million tonnes in 1977- 
" 78, it became steeper in the 
following years widi the out¬ 


put coming down to just over 
five million tonnes in 1978-79. 
It went down further to 4.59 
million tonnes in 1979-80. 
The average monthly produc¬ 
tion rate in these plants came 
down from over 448,000 
tonnes of saleable steel in 
1976-77 to 383,000 tonnes in 
1979-80. In the first six months 
of 1980-81 these plants were 
aggregating an average as low 
as 330,000 tonnes per month. 
This steep decline was indi¬ 
cative of near-collapse of in¬ 
frastructural support to the 
steel works. 

To grapple with this very 
complicated problem, the 
Government took command of 
the situation at the highest 
levels. Although problems of 
this magnitude and dimensions 
when allowed to persist for as 
long as over two years assume 
serious proportions and focal 
points get multiplied, the drift 
was arrested around August- 
September and the situation 
started showing signs of 
definite improvement since 
October. Arrival of imported 
coal, improvement in produc¬ 
tion of coal and its transport to 


consuming centres as well as 
in generation of power in the 
DVC network enabled 
the steel sector to implement 
their plans of maximising pro¬ 
duction in such a way that 
they could increase supply of 
saleable steel and pig iron to 
the domestic consumers. 
Production plans were altered 
accordingly. 

When steel plants are faced 
with constraints of inputs and 
transporation over prolonged 
periods, imbalances are caused 
in operations leaving behind 
a host of problems of compli¬ 
cated nature. Erratic supply 
of coking coal continued to 
cause serious concern as fre¬ 
quent adjustments in oven 
pushing rates and blast furnace 
operations are fraught with 
the danger of causing thermal 
shocks to refractory linings. 

Tight-Rope Walking 

The management continued to 
do the tightrope walking taking 
calculated risks when the coal 
stocks sometimes came down 
to dangerously low levels of 
even less than 100,000 tonnes. 
In September last, the stocks 
touched an all-time low figure 
of just over 50,000 tonnes. 
On the rolling mill side, power 
restrictions resulted in piling 
up of ingots and slabs. 
Against a normal of about 
100,000/150,000 tonnes of cold 
ingots which the plants should 
hold, the stocks went up to 
737,000 tonnes by the end of 
July, 1980. Stocks of slabs 
went up to 131,000 tonnes. 

Apart from choking up 


storage yards, these huge stockt i 
also meant blocking up of ' 
capital to the tune of nearly , 
Rs 100 crores plus added mci*i, 
dence of high interest rat^^j 
which is a serious financial 
burden on plant resources that 
were already under serious ,, 
strains due to low production in,] 
the past months and mounting 
costs. 

Change In Strategy 

Faced with this ugly 
situation, it was decided by 
SAIL to change the opera¬ 
tion strategies from August 
onwards. Instead of empha¬ 
sising on tonnage production 
of ingots, which is being kept 
low deliberately, the steel 
plants were asked to maxi¬ 
mise pig iron production and 
to stagger operations of rolling 
mills depending on power 
availability for maximum con¬ 
version of the accumulated 
ingots and slabs to saleable steel. 

The plants at Bhilai and 
Rourkela were accorded 
preference for the supply of. 
imported coal for optimum 
utilisation of this costly raw 
material. The strategy paitt^ 
in triple advantage of reducing 
ingot and slab stocks, making 
more saleable steel available 
to the consumer and increasing 
output of pig iron for sale, 
it has not been an easy task ^ 
to bring down ingot holdings 
from the level of 737,000 ton¬ 
nes to just 500,000 tonnes in. 
die course of only five months. 
The steps have started showing; 
results. 

From October onwards there 
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lias been a considerable pick¬ 
up in saleable steel production. 
Against 319,000 tonnes of 
saleable steel produced by the 
'five Integrated steel plants in 
the public sector in September 
last, these plants produced 
406,000 tonnes of saleable 
steel in October. In November 
a further boost was imparted 
to saleable steel production 
aiid the plants aggregated 
422,000 tonnes of saleable 
steel. Production went up 
further in December to 458,000 
tonnes which has been the 
highest monthly tonnage dur¬ 
ing the last 21 months. Com¬ 
paring with the production 
levels during the last financial 
year, the plants had been 
lagging behind by a margin of 
210,000 tonnes after the end 
of the first half of the current 
financial 3 ear. Through the 
increase in production achiev¬ 
ed during October, November 
and December, it became possi¬ 


ble to narrow this gap down 
to 90,000 tonnes. Though it 
is quite a margin to be cover¬ 
ed in the remaining three 
months of the current financial 
year, yet given the continued 
stability in power supply even 
at the present levels, which 
are lower than the minimum 
demands of the steel plants, 
SAIL is determined to make up 
this gap not only so that the last 
year’s production figures 
can be matched but also ex¬ 
ceeded though marginally. 

SAIL has already produced 
over one million tonnes of 
pig iron for sale in the first 
nine months of the current 
financial year. Last year the 
total production in the finan¬ 
cial year was only 976,000 
tonnes. As mentioned earlier, 
by deliberately throttling pro¬ 
duction of ingot steel, SAIL 
proposes to produce another 
300,000/400,000 tonnes of pig 
iron for sale raising the total 


availability during the current 
financial year to 1.3 to 1.4 
million tonnes. 

This has been a very difficult 
period for the men of steel 
who have been called upon to 
cope with frequent interrup¬ 
tions, carry out adjustments 
in operation, shut down and 
recommission frequently units 
of complex nature like blast 
furnaces and coke ovens. Yet 
their energies have not been 
totally engaged in the fire¬ 
fighting operations only. 

Steel industry is entering the 
eighties on a more confident 
note, and proposes to reduce 
the burden of the stockpile of 
cold ingots to about 350,000 
tonnes by the end of March, 
1981. In the next financial year, 
the stocks should be further 
reduced by stepping up the 
production of saleable steel 
by at least one million 
tonnes. The plan for 1981-82 
is based on availability of 


cofti, which fixes the hot metal 
level. Pig iron for sale would 
be 1.4 million tonnes. The 
balance hot metal will have to 
be converted into steel and 
rolled. Assuming normal 
availability of power, in 
planning for 1981-82 it is pro* 
posed to put Bhilai and 
Rourkela on a capacity utili¬ 
sation of about 90 per cent. 
At Bokaro considerable 
increase in saleable steel 
production is planned so 
that with marginal improve¬ 
ment at Durgapur and Burn- 
pur these should be able a 
production about 5.72 million 
tonnes of saleable steel. This 
would be the highest level of 
production of saleable steel 
from these plants achieved so 
far. Although keeping the 
normal anticipated industrial 
growth in view we are planning 
for import of about 1.3 mil¬ 
lion tonnes of steel during 
1981-S2, given the requisite 
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quantum of power and coal to 
Replants the increase in pro* 
duction could help in scaling 
down the planned imports by 
at least half a million tonnes. 

SAIL has also done a lot of 
planning to strengthen the 
steel base further to increase 
the steel-making capacity in 
the country for meeting its 
growing requirements and has 
adopted a three-pronged 
strategy to increase steel¬ 
making capacity to almost 10 
million tonnes during the 
Eighties. The strategy in¬ 
cludes: 

(a) Modernisation and re¬ 
vamping of the existing units 
which arc more than two de¬ 
cades old; 

(b) Expansion of some of 
the^ existing units by adding 
new facilities; and 

(c) Creating of new capaci¬ 
ties on green field sites. 


Some of these schemes are 
nearing completion. The ex* 
panded units of Bhilai Steel 
Plant would go in production 
during 1982-83. Similarly, the 
four million tonnes-stage units 
offiokaro will start produc¬ 
tion from 1982 onwards. By 
the end of the decade, the 
capacity build-up in terms of 
ingot/liquid steel has been pro* 
jeeted as under (In million 
tonnes) : 


Bhilai Steel Plant 

5.3 

Bokaro Steel Plant 

4.75 

Durgapur Steel Plant 

2.0 

Rourkela Steel Plant 

2.5 

nsco 

1.0 

TISCO 

2.2 

Visakhapatnam Steel 


Plant 

3.4 

New Plant (First 


Stage) 

1.5 

I’otal 

22.65 


Apart from the massive in¬ 
vestment that would be requir¬ 
ed for attaining this capacity 
build-up in the next 10 years, 
it will be necessary to streng¬ 
then the infrastructural sup¬ 
port to the steel plants. This 
would mean corresponding 
expansion of infrastructural 
facilities also* It is estimated 
that by 1989-90 requirements 
of coking coal will be more 
than double the present 
17 million tonnes. The esti¬ 
mated requirements of non¬ 
coking coal wiJi also double 
from the present 3.3 million 
tonnes. The railways would be 
required to bring inward near¬ 
ly 100 million tonnes of raw 
materials from the present 46.3 
million tonnes. They would 
also be required to move out¬ 
ward nearly 25 million tonnes 
of main saleable products as 


well as by-products from the 
steel plants. Today they carry 
about 10 million tonnes of 
such freight. 

This is a massive programme, 
indeed which will give a boost- 
to our economy. Apart from- 
increasing the availability of' 
steel in the country, the ripple 
effect of this development pro¬ 
gramme will also be felt in 
areas like matching growth of 
coal and iron ore mining in¬ 
dustries, power sector and 
railway network. Ihis will call 
for a very high degree of co¬ 
ordination and dedication from 
every one involved in this 
gigantic task of nation build¬ 
ing. We are stepping into 
Eighties with renewed vigour 
and confidence that there 
sliould be no looking back 
from now on. 


Planned Increase 

Under this strategy, it is 
proposed to increase the ingot/ 
liquid steel capacity in the 
main steel plants to 14.6 mil¬ 
lion tonnes from the pre.scnt 
11.4 million tonnes during the 
Sixth Plan. Under ihe Seventh 
Plan, SAIL proposes to increase 
the ingot/liqiiid steel capacity 
to 22.65 million tonnes, which 
would be equivalent to 18.166 
million tonnes of saleable 
steel. This expansion of capa¬ 
city has been planned through 
modernisation and upgrada- 
tion of technologies at Bhilai, 
Durgapur, Rourkela, IISCO 
and TISCO. In some of these 
plants some additional facili¬ 
ties arc being envisaged to 
augm.^Ut the capacity. The new 
plan t at: .Yisakhapatnam will 
have an ultimate capacity of 
3 4 million tonnes.of liquid 
steel 4o^come up in two phases;. 
The first phase of. second 
new plant may be around ] .5 
million tonnes. 


According to the present 
estimates, this programme 
would cost around Rs 7,700 
crores during the Plan period 
1980-85. Outlays for the next 
fisc years are yet to be worked 
out. In order to sec that these 
cost estimates do not get un¬ 
duly escalated during imple- 
mention wc will have to draw 
lessonsfrom our experiences in 
the past. 

While we should give 
maximum encouragement fo 
utilise indigenous resources, we 
should not allow the tiin^' over¬ 
runs, v/hich ultimately lesult 
. in (Cost overrun and leave a 
heavy capital block burHen on 
the completed projects upset¬ 
ting their economies for all 
, time to come. It .should also 
ensured that infrastructural 
^d^elopmcnt goes apace simul- 
laineously;* By ioit doing 
-nherc would ihe pitfall of 
haviiig sftef rapacity in hapd 
which may not be fully utilised 
*lbr ^wmitr df. adeqi^te4nfra5- 
* tni«Uiral^sup^m»^ ^ * 
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ANIL 

in the Service of Nation offers 

M;»izc Starch 
Chcniical Starches 
Dcxlrins 
Bi iiish Gum 
Maize Gluten 
Maize Oil 
Maize Oil Cake 
Com Steep Liquor 
Sulphuric Acid 


1 


The products which are checked 
and re-checked at every stage 
for quality of their manufacture 
in the ANll/s Plants—one of 
the finest of India 


Activated Carbon 
Tndustrinl Enzymes 

Sorbitol 
Liquid Glucose 
Dextrose Monohydratc 
IX‘Xl rt^sc An hydrous 
Hydrol 

C'a.IciLim Gluconate 

Superphosphate and 
Mixed Fertili.sers 
Alumina Ferric 


X 

X 

t 

X 

X 

X 

t 


me ANIL STARCH PRODUCTS LTD. I 

, P.B.NO. 10009. ANIL ROAD, 4 
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Life insuranca high retums^plus tax savings. 
OniyUUPoffersali three! 


Choose the Unit-Linked 
Insurance Plan. 

It's for everyone between 
18 and 45. For invest¬ 
ments targeted between 
Rs. 3,000 and 
Rs. 12,000-saved in 
equal instalments over 
10 years. 

The premia are low- 
just a fraction of your 
instalments. And you're 
insured for the entire 
amount you have planned 
to save. Without the 
necessity of undergoing 
any medical examination. 


The returns are high- of Insurance pramia> 
last year the dividend provident fund 

was 8.5%. contributions, etc. Plus 

You also get tax , the usual tax concessions 

exemption on your annual *vailable for units, 
instalments, as in the case So pick a target. Quick I 



Target amount 

Amount* •ccumulated at and of plan | 

Age at entry :18 

25 

32 

Rs. 3,000 
Rs. 6,000 
Rs. 12,000 

Rs. 4,414 
Rs. 8,828 
Rs. 17.656 

Rs. 4,412 
Rs. 8,824 
Rs. 17,649 

Rs. 4,393 
Rs. 8.787 
Rs. 17,573 

*To the naarast rupaa. 

Assuming sales and repurchase prices of Units to bs Rs. 11.00 tnd 

Rs. 10.60 raspsetivaly and dividend to be 8.5% throughout the plan. 



UNIT TRUST 
OF INDIA 

(.4 Public Sector Financiil Institution) 

13, Sir Vithaldat Thackersay Marg 
(Naw Marina Unas). Bombay 400 020,^ 

4, Fairiia Placa, Caicutta 700 OOU 
Ragina Mansion. 

46. Second Lina Beach. 

Madras 600 001, 

QuiabBhavan(Raar Biocfc),2nd Floor* 
6. Bahadur Shah Zafar Marg. 

New Delhi 110002, 


Build up your savings.Unit by Unit. 
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Fertilisers : Capacity vs Production 

Paul Poihan 


There widening gap between the market demand of fertilisers 
and its production- This is because fertiliser has been accepted 
as an essentia I input by the farmer. Against this, investment 
and managerial input for creating new capacity in the industry 
' has been slow. The capacity utilisation in the industry on a 
five-year average has been reckoned at 64,4, The author has 
indicated priority areas in the industry for concentration of 
effort to improve capacity utilisation. 

No ONH can accuse the Indian of the plant. The achievement 
fertiliser industry of hiding its of these objectives is depen- 

light ^nder a bushel. Hoard- dent on the choice of process, 

ings in the farthest country choice of machinery and 
side and columns in metropo- equipment, and choice and 
litan newspapers register the training of personnel who man 
presence of the fertiliser indus- the plant. They arc also de- 
( try as a major economic ele- pendent on externa] factors 
ment. The widespread distri- over which the manager has 
bution of the producing units no control. The adverse in- 
around the country has brought fluence of many of these 
its high technology geographi- factors have constituted the 
cally closer to large numbers capacity utilisation problem of 
of people. A predilection to the fertiliser industry. As the 
speak of the industry and its installed capacity of plants 
successes and failures in fami- grows rapidly and investment 
liar terms is therefore preva- in the sector, aided by inflation 
lent. The more usual discus- and increasing cost of rehabi- 
sion is about capacity utilise^ litation of old plants, reaches 
tion in the various units. It is the neighbourhood of Rs 7000 
necessary to dissect available crores, this factor becomes 
y figures and analyse them to increasingly important; more 
make sure whether widely held particularly since the rapidly 
impressions on this aspect of growing market requires the 
the industry are valid. shortfall in production to be 

There is no doubt that in a made up by imports, causing 
highly capital intensive indus- a skewing of the balance of 
try, high capacity utilisation payments position, 
is the key to profitable opera- This will be evident from 
tion. Conversely, if there is the prior growth pattern and 
low utilisation, the losses are the future projections for the 
crippling. The primary ob- nitrogenous fertiliser industry 
jectives of the Plant Manager tabulated in summary in 
should therefore be to reach Table I. 

high capacity as soon as possi- It will be noted that the ex- 

' ble and to maintain high capa- pectation of utilisation for 
city during the productive life future years (x) are higher 


than what has been achieved ing for the illusion ofinsuffi- \ 
so far in any year. The opti- ciency, the widespread clien- 
mistic assumption is that with tele of this industry have ac** 
neweJ plants and application cepted fertiliser as an essential 
of accumulated experience, a input in the economics of 
higher average utilisation can farming and sustained alike 
be achieved. the pressure for growth and a 

As will be seen from the bigb level of imports. The 
figures, a widening of the gap shortfall to be made up by 
between capacity and produc- imports in the case of nitroge- 
tion takes place progressively nous fertilisers is shown in 
due to the increasing base Table II. 
figure of capacity and the While it may be argued that 
somewhat limited variation in projections involving such . 
per cent capacity utilisation, complex elements as affect 
Unlike many other industries agriculture and the figures 
where the growth of indige- shown in the tabulation as 
nous capacity has more or less less than absolute in authority, 
matched the growing market, the trend of a faster growth in 
with mal-distribution account- consumption than in produc- 


Table I 

Capacity, Production and Utilisation in Fertilizer Industry 

(000 tonnes N) 



Installed Capacity 

Production 

Capacity Utilisation 

1970-71 

1344 

830 

62.9 

1974-75 

1981 

1185 

59.5 

1978-79 

3274 

2173 

69.0 

1982-83 

5749 

3990 

76.0 (x) 

1986-87 

7425 

5570 

72.0 (X) 



Source ; i 'AI Publications > 


Table II 



Shortfall in Fertilizer Production 


(000 tonnes ‘N’) 



Consumption 

Production 

Shortfall 

1970-71 

1487 

830 

657 

1974-75 

1766 

1186 

580 

1978-79 

3419 

2173 

1246 

1983-83 

5270 

3990 

1280 

1986-87 

7725 

5570 

2155 
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I tion is evident. This is as it 
I will be, considering the limita¬ 
tions on investment and 
managerial input for creating 
new capacity and the slow but 
certain build-up of consump¬ 
tion over the years. 

It is in the certainty of con¬ 
tinuing imports that the need 
for looking closely at the per¬ 
formance of installed plants 
arises. In establishing a 
pricing mechanism which 
will be applicable to the wide 
variety of plants represented 
in the fertiliser industry, the 
Marathe Committee set 80 per 
cent capacity utilisation as 
the norm for ensuring the 
designated return of 12 per 
cent post-tax. The averages of 
capacity utilisation shown in 
Table I are below this figure. 
There are some plants which 
do better than 80 per cent and 
many which perform at levels 
lower than 80 per cent. The 
Marathe formula has a built- 


in incentive for good perfor- 
ance. The reverse is also true 
in the sense that the high capi¬ 
talisation of the industry lays 
crippling burdens on non¬ 
performance. The healthy 
functioning of the industry and 
the provision of funds for 
growth and rehabilitation thus 
depend on capacity utilisation. 


Equipment problems 
Powercut problems 
Input limitations 
Labour problems 
Others—new plant, 
process problems etc. 


Total 


A timely review of the per¬ 
formance of fertiliser' plants 
during the period 1974-75 to 
1979-80 is now available. In a 
recent issue of Fertiliser News. 
M/s Satya Nand and Jain have 
surveyed the various produc¬ 
ing units and analysed the ex¬ 
tent of production losses and 
the several reasons for the 
Table HI 

Less of Production of 


shortfall. Relating to the 
nitrogenous fertiliser units, 
Table 111 gives the limitations 
to production and their efifect 
in the three years 1977-78 
1978-79, and 1979-80 is pre¬ 
sented. 

In an industry where plants 
have to work continuously 
round the clock for long pe- 


(*000 tonnes) 


1977-78 

1978-79 

1979-80 

Loss 

% of total 
Production 

% of total 
Loss Production 

Loss 

% of total 
Production 

310 

15.5 

230 

10.5 

211 

9.5 

106 

5,3 

36 

1.6 

161 

7.2 

10 

0.5 

60 

2.7 

170 

7.9 

32 

1.6 

6 

0,3 

2 

0.1 

12 

0.6 

28 

1.3 

145 

6.6 

470 

23.5 

360 

16.4 

660 

31.0 




INDIAN CARDAMOM 

is renowned the world over for its Aroma and Flavour. 

Cardamom is increasingly used in India and abroad for 
adding flavour and taste to Tea, Coffee, Food 
preparations. Medicines, Confectionery and Pastries. Try 
cardamom in your favourite dishes and feel the difference. 
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For further Information please contact. 

CARDAMOM BOARD, 

BANERJI ROAD, 

COCHIN - 682 018. 


TELEPHONE : 33837 
TELEGRAM : “CARDAMOM" 
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of time and also meets 
^most aggresive conditions 
t/dperation, even the most 
selection of equipment 
'Hi the most meticulous main- 
XEUice cannot obviate prob- 
i^s of equipment failure. 
i average loss of 10 per cent 
Ljproduction is seen to be the 
gWience during the three 
|trs presented. It is a high 
N to pay. The selection of 
icfainery and equipment 
gimmes its importance from 
n| dimensioBs of this loss, 
reduction of which even 
;v50 per cent will represent 
substantia] contribueion 
at the level of produc- 
shown is Rs 40 crores per 
Guarantee test runs 
insurance against this 
of loss. Only careful 
l^ion, installation and ope- 
. ) (ion by staff with experience 
ensure protection. Failure 
this under various cir- 

■ 1 - 


cumstances including limited allow capacity when power 
range of choice has contribu- is limited is very small, the 
ted much to the showing under power being mostly used for 
this item. It is to be hoped running large pieces of machi- 
that in the new generation of nery like compressors. They 
plants, particular attention will cannot run on rationed power 
be paid in this area since. the>^ and in addition are extremely 
penalty of failure is propor- sensitive to fluctuations of 
tionatcly larger in the large voltage. A momentary inter¬ 
size plants. There is much to ruption which in normal elec- 
be said for favouring the sclcc- trical services, is of no conse- 
tion of equipment whose design quence, will in many cases, 
and operating characteristics mean a crash shut down in a 
are well proven. This propo- fertiliser plant with a slow 
sition should be extended start-up to follow. This is un- 
wherever possible to the productive time when utilities 
selection of the process also. and raw materials are being 
Failure of equipment has consumed, merely contributing 
had somewhat less public ex- to the decrease of the energy 
posure than the influence of efficiency of the process and 
electric power and its failure to yields no product. Observa- 
serve industrial enterprises tions in operating ammonia 
adequately. Fertilisei- produc- plants show that at least 10 
tion is an energy-intensive pro- per cent more energy per unit 
cess and its nature calls for of production is utilised if even 
uninterrupted runs. The pos- two to three interruptions take 
sibility of operating the plants place in a month. 



Table III shows that bet* 
ween 1978-79 and 1979-80 
power availability has made a 
difference of 5.6 per cent which 
means that between an average 
year and a bad year for power, 
a difference of at least five per 
cent can be expected. No better 
case need be made out for 
preferential allotment of power 
to the fertiliser industry. 
There can also be no greater 
criticism of the policy which 
prevented even plants willing 
to invest in their own power 
plants, in spite of the ob¬ 
vious advantage of better 
energy utilisation, fertiliser 
plants being also large users of 
process steam. Presently the 
installation of captive power 
units is encouraged and will 
ameliorate the problems aris¬ 
ing from the lack of quality of 
electric power. In 1979-80 
even consistent good perfor¬ 
mers suffered grievously on this 

-o—o- 
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account. More than 100,000 
tonnes of ‘N’ were lost in just 
four plants as given below: 

Table IV 

Loss of Production on account 
of Power cut 

(’000 tonnes ‘N’) 

Gorakhpur—H.F.C 42.4 
Kanpur—I.E.L 37.0 

Rourkela-S.A.I.L 11.0 

Mangalore—M.C.F.L 25.0 
115.4 

Source: Fertiliser News, 

Over the entire industry the 
loss is estimated at 207,600 
tonnes valued at about Rs 80 
crores. 

As the industry proliferated, 
units widely dispersed and de¬ 
signed for different types of 
raw material and other inputs, 
logistics has become a pre¬ 
occupation with those connect¬ 
ed with the industry. The 
movement of material in large 
tonnages in and out of the 
factory is planned ahead, but 
as in all planning, things do 
not always work out perfectly 
to pattern. Coal, naptha and 
fuel oil, as main tonnage inputs 
present the major problems. 
The serious escalation of these 
problems in the years 1978-79 
and 1979-80 are clearly seen in 
Table III. In the last year no 
less than 7.6 per cent of pro¬ 
duction has been lost due to 
this one item of input limita¬ 
tion. While some of the prob¬ 
lems were of a force majeure 
nature, the repercussion of un¬ 
steady supplies on .stability of 
operation and the resulting in¬ 
efficiencies affect the operating 
units seriously. The highest 
priority needs to be given to 
the solution of the problems 
in the provision of inputs. 

One of the revealing features 
in Table Ill is the very smalt 
loss percentage attributable to 
labour problems. The stan¬ 
dard of skills and education 


required of the personnel in 
the industry is high and the 
numbers required to run the 
highly integrated plants are 
small. This is the logical ex¬ 
planation for a feature which 
appears unusual at first sight. 

The priority areas for con¬ 
centration of effort arc clearly 
the following, stated in order 
of the speediest achievement 
of tangible results: 

(a) Input problems : Since 
each unit has been designated 
a source of raw material and 
transport linkage, improvement 
will result from a general 
tightening up rather than the 
making of any new provisions. 
Basic facilities such as rolling 
stock will have to be provided 
adequately. 

(b) Power cut problems : 
With the growing demand for 
power all round, the general 
power system will find itself 
lagging behind demand. The 
policy of isolating critical loads 
from system vagaries is a prac¬ 
tical and agreed solution. It 
takes time to fund and imple¬ 
ment in all plants where the 
local power systems are unable 
to provide secure supplies. 

c) Equipment problems : 
This is a problem for which 
solutions depend on the philo¬ 
sophy of each organisation and 
the policy of Government in 
regard to procurement. The 
most important element in 
limiting the losses in this area 
is the knowledgeable buyer. 
Trained operating and mainte¬ 
nance personnel has a very 
great influence on results but 
the initial buying of the right 
quality is paramount. 

That the problem of capa¬ 
city utilisation is not unique 
to the fertiliser industry is 
clear from data published by 
the Reserve Bank of India. 

The sulphuric acid industry, 
akin and linked to the ferti¬ 
liser industry has a lower utili¬ 


sation factor than most others. 
The conclusion may be drawn 
that the influence of the va¬ 
rious factors discussed varies 
from industry to industry even 
in the basic industries group, 
and that the chemical process 
industries of the same general 
character are affected in more 
or less the same pattern. If 
the palliatives .suggested in the 
case of the fertiliser industry 
are applied across the board 
to other industries also, the 
economic effects will be quite 
substantial. 

While the long and short 
term solutions for improving 
plant utilisation is to be acted 
upon to maximise returns from 
invested resources, we may take 
heart from the fact that ferti¬ 
lizer industry's performance is 
not too far behind by interna¬ 
tional standards. Taking a 
select number of major pro¬ 
ducing countries summarised 
in Fertiliser News. 

Over the same period the 


average figure for India 1 
nitrogenous fertiliser pig: 
was 64.4. The question 
only whether ih’s cannot 
Table V 

Fivc-Vear Average of Capac 
UHlisation in Fertiliser Indiii 
(1974-75 to 1978-79) 

Country: Capacity Ut 

sation 9 


USA 

USSR . 6 

China S'. 

Japan 4 

West Germany S* 

France & 

The Netherlands 6; 


substantially improved tip 
since in India market r 
traints which may have O] 
rated in seme of the oil 
countries do not exist and 1 
compulsions to extract ma 
mum utility fi om installed a 
expensive plant are mi 
greater. 




An easy way to become prosperous 
Bank on 

Kerala State Lotteries 

A simple trial of Luck! 

A safe way to save! 

When you invest in 

Kerala State Lotteries 

You make the country rich 
You take a safe course to become rich 


Phone: 65193/65230 


Director, 

Kerala State Lotteries, 

Vikas Bhavan, 

T rWandrum-69S001 
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TOGETHERNESS 

They work, sweat, eat, sing 
and live together 

SAIL It throbs with a human and homogenous 
workforce of people from all corners 
of the country. Totally involved, totally 
dedicated. The spirit of camaraderie enshrined in 
their hearts. Working hand in hand for 
a common cause—NATIONAL PROSPERITY. 

Bhilai. Bokaro. Burnpur, Durgapur. Rourkela. 

Salem and now Visakhapatnam. It s an incredible 
world—the El Dorado of national integratiori. 
untouched by the evils of case, creed and religion. 
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Paper Industry : Victim of Neglect 

L. N. Raina 


Paper is a mass consumption item with importance next only 
to food^ clothing and shelter. With forests receding, the availabi¬ 
lity of hardwood as raw material is becoming more and more 
difficult. Plantation forestry is the answer. Preference will 
have in due course to shift to paper milis with wheat and rice 
^straw, bagasse and other rural based raw materials. It is 
imperative that every incentive he given to widen its production 
base. Government has promised every assistance to projects 
based on farm residues. Research has lagged behind the 
requirements. A step in the right direction would he a cess on 
production to finance research and development. 

Thk ruling party was elected duction, however, continued 
to power in January last year to hover around 10 lakh ton- 
OH the election promise that it ncs. Consumption of paper 
would give the country a and paper board during 1980 
Government that worked. As had been estimated at around 
far as paper industry and its 11 lakh tonnes. Thus there was 
^ problems are concerned, it can a big gap of around one lakh 
be said that during the year tonnes between demand and 
1980, the Government had supply. The Government had 
gone into deep slumber. allowed an import of around 

There was a fall in produc- 50,000 tonnes which left a 
tion of writing and printing shortage of a similar amount, 
paper which made the supply The student community parti- 
position tight by the middle of cularly faced difficulty in pro¬ 
last year. The decline in the curing books and stationery at 
availability led to an increase start of the academic year, 
in open market pi ices of diffe- The paper industry was acu- 
rent varieties of paper. tely concerned over the fall in 

The output in the paper capacity utilisation. With 
industry came down to 65 nearly one-third of its capacity 
I per cent of capacity. It was idling away, it had to face 
75 per cent in 1979 and 80 inexorably rising costs of raw 
per cent a year earlier. The materials and inputs. The 
installed capacity at the begin- Government continued todilly- 
ning of 1980 was estimated at recommenda- 

15.5 lakh tonnes of paper and tion of the Bureau of Industrial 
board. With the effort made Costs and Prices which had 
during the previous regime to advised an increase up to Rs. 
encourage small paper plants 700 per tonne on voluntary 
based on non-conventiona! levy paper on concessional 
agriculture-based furnish such mtes for educational purposes, 
as rice and wheat straw, capa- ultimately conceded an 

city during the year had increase of Rs 500 to raise the 
increased by nearly 90,000 price to Rs 3500 per tonne, 
tonnes to a total of over 16.4 The reasons for the slump 
lakh tonnes. The actual pro- in production have been, as 


with other industries, the re- demand has maintained a 
current power cuts, shortage of steady growth trend over the 
coal, difficulties in transporta- years. With increasing popu- 
tion of raw material, accentua- lation and expanding educa¬ 
ted, in the case of paper mills, tional facilities, there has been 
by the receding forests from witnessed a seven per cent 
the location of mills without increase per annum, and if the 
any worthwhile effort at re- same trend is maintained if not 
plantation. accelerated, there will have to 

If this is the situation at be a hike of at least 3-4 lakh 
present, what are the prospects tonnes by 1983. The demand for, 
in the next few years for which (he year 1982-83 projected by 
thought .should have been the Working Group on Paper 
bestowed in 1980? The paper and Paper Board Industry is 


Table 1 

Capacity Utilisation of Larger Paper Mills during 1978 and 1979 


Name of the firm 

Annual Capacity Utili.sation 
in Percentage 

1978 1979 

Titagarh 

93.90 

74.00 

Indih Paper and Pulp 

29.30 

unit closed 

Bengal Paper 

69.54 

69.60 

Star Paper 

79.25 

76.70 
72.60 ’ 

Rohtas Industries 

89.25 

Orient Paper 

83.55 

77.80 

Straw Products, Orissa 

104.14 

100.00 

Ballarpur Industries 

88.53 

88.00 

(Shree Gopal) 

Orient Paper Ltd, Amlai 

73.00 

65.00 

Ballarpur Industries Ltd. 

91.45 

99.00 

Sir pur Paper 

79.21 

81.00 1 

Andhra Pradesh Paper 

102.62 

94.00 

Mysore Paper 

96.68 

83.00 

West Coast Paper 

91.60 

76.00 

Mandya National 

97.55 

67.00 

Seshasayee Paper 

98.76 

86.00 

Punalur Paper 

44.62 

37.00 

Triveni (West Bengal) 

68.42 

77.00 

Rohit Paper 

106.06 

120.00 

Central Pulp 

81.19 

82.00 

Paper and Pulp Conversion 

95.95 

90.00 ^ 

Badrachallam Paper and Board Mills — 

65.00 

Rayalsccma Paper Mills 

— 

65.00 
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ilaced at 13.76 lakb tonnes. 
Assuming a capacity ultilisa- 
£Dnof75 per cent (which is 
highly problematic), the instal- 
%d capacity should be around 
tS.50 lakh tonnes. In the next 
two years, thus, the capacity 
diust increase by at least 2.5 to 
;3 lakh tonnes. 

These arc the needs of 
Immediate future. Paper is a 
gestation industry, and 
country needs to plan now 
[wt decades in advance. Accor- 
^njSng to an estimate, even on 
; #ie restricted use of paper as 
, the present rate, the country 
l>'ivoold need 25 lakh tonnes 
"‘it paper and board by 1988- 
' The population by that 
iSme would have reached 900 
union. Beside the demand 
^ paper and paper board of 
::jhis magnitude, the country 
; ^yould need around 700,000 
. ^■bimes of newsprint, 90,000 
;Oimes of straw board and 


some 250,000 tonnes of dis¬ 
solving-grade pulp. 

A still longer range estimate, 
prepared by the Directorate 
General of Technical Develop¬ 
ment, places the paper-making 
capacity requirement in the 
year 2000 at around 43 lakh 
tonnes at an assumed rate of 
consumption of around 4 kg 
per capita per annum. This 
estimate is made on a popula¬ 
tion bordering on 950 million. 

Even with stunted growth, 
our educational facilities during 
the past 30 years have expand¬ 
ed on a large scale and the 
demand for cultural paper has 
been steadily rising though not 
on the desired scale. The 
developments in the held of 
packing influences the demand 
for industrial paper. Paper 
products are invading many 
markets formerly held by wood 
products. Extensive use is 


being made of corrugated paper 
boards for packaging. For some 
time it had appeared that paper 
would lose out to plastics but 
because of shortage of raw 
materials, plastics are becom¬ 
ing too costly for common use. 
Even then polyethylene has 
taken over a lot of demand 
which would have devolved on 
paper products. 

The projected consumption 
of 4 kg per head per year in the 
year 2000 evidently is too con¬ 
servative an estimate based on 
a very pessimistic view of the 
country’s progress over the 
coming two decades. As per 
capita consumption of paper 
is one of the important indica¬ 
tors for measuring develop¬ 
ment, it would be absurd to 
plan on the basis which would 
assume recession of the country 
still backward when the world 
will have raced forward. We 
need not make comparsions 


TablsH 

Per Capita CoBramptiOB of 
Paper 


Country 

Per Capita Con¬ 
sumption in Kg 


1960 

1973 

USA 

195.9 

290.0 

Canada 

127.2 

204.5 

Japan 

46.8 

145.0 

UK 

107.3 

136.5 

France 

57.7 

108.9 

India 

0.9 

2.0 

Pakistan 

0.9 

1.6 


with such economically advanc¬ 
ed countries as the USA, 
Canada or Japan, whose 
per capita consumption is 
around 290 kg. 204 kg and 145 
kg, respectively. But to plan 
on a basis that 20 years hence 
India will consume paper at 
the rate of 40 per cent of what 
China consumes today (10 kg 
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per bead per annuinX borders 
on morbidity. 

With forests receding fast 
and forest wealth depleting, the 
availability of hardwood as 
raw material is becoming more 
and more difficult. Except for 
Himachal Pradesh, Jammu and 
Kashmir and the north-eastern 
parts of the country there 
is hardly any forest area which 
could feed large-scale paper 
mills. Even in these areas the 
cost of installation of paper mills 
scould be exorbitant because of 
the remoteness of the area and 
the lack of infrastructure 
which will take enormous 
money and a long time to build 
before exploitation of resources 
is possible. 

Rural Base 

The Government's preference 
is naturally for the installation 
of paper mills with wheat and 
I rice straw, bagasse and other 
rural based raw material. Un¬ 
like forest resources which take 
a long time and expense to 
grow, the rural based raw 
material is non-exhaustible 
and easily accessible. It has 
been estimated that every 
tonne of foodstuff produced 
leaves a residue of 12 tonnes of 
straw, husk, etc. Out of these 
12 tonnes, the cattlefced and 
other requirements of the rural 
population take, on an average, 
six tonnes, leaving a residue of 
' six tonnes for disposal in other 
ways. Even if only half of 
this residue is utilised for the 
manufacture of paper, on the 
basis of our present food pro¬ 
duction it could yield a raw 
material base of 400 million 
tonnes for use by the industry. 
Apart from providing a strong 
base for paper and other indus¬ 
tries, proper utilisation of this 
waste would give tremendous 
boost to our rural economy. 

^ Though these are only notio¬ 
nal estimates, they give an 
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indication that, provided we 
have the required will and 
imagination, we can plan on a 
much bolder scale than our 
chicken-hearted bureaucrats 
can envisage. No doubt there 
is the problem of collection 
and transportation which may 
make the manufacture by smal¬ 
ler units uneconomical. Mother 
pulp mills can be set up with 
captive areas which can pro¬ 
vide pulp for smaller units for 
use with recycled waste. A 
100 to 150 tonnes per day 
capacity unit is estimated to 
cost Rs 80 to 100 crores which 
would help in the recycling of 
another 200 to 300 tonnes of 
pulpable waste collected from 
cities and larger urban concen¬ 
trations. Apart from benefit¬ 
ing from the economies of 
scale, mother mills would have 
the advantage of being able to 
recycle costly chemicals that go 
into pulp-making. In the case 
of smaller mills this may not be 
possible and these chemicals 
would have to be drained off 
causing in the process environ¬ 
mental pollution. 

Government Aid 

The Government has pro¬ 
mised every assistance to the 
private sector paper mills 
which would base their manu¬ 
facture on rural renewable raw 
material. But whereas the 
will is strong, the flesh is weak. 
A lot was made of the scope 
of basing paper mills on bag¬ 
asse which is at present being 
used as fuel for firing boilers in 
sugar mills. It was proposed 
to set up paper units in a clus¬ 
ter of sugar mills which could 
provide bagasse for the manu¬ 
facture of paper in return for 
coal to be provided by paper 
units. It was suggested that 
the paper units should finance 
sugar mills for conversion of 
boilers using bagasse to those 
using coal. But they had 


reckoned without king coal, production and some others 
Where is the coal to feed coming on stream. So far 
the sugar mill boilers ? As contribution of this sector hai^ 
for other residues such as hardly come to about one lakh 
straw or jute stalk, it requires tonnes of paper or 10 per ceni 
concerted efforts and a strong of the country's total produc^^ 
organisation for collection of tion. | 

this material before enough It is therefore felt that hard^ 
can be procured for feeding wood will continue to play i^. 
pulp mills. The Government major role in the growth an4 
has licensed a number of mills development of the paper in^' 
in the small sector to manufac- dustry in the next 25 years;^ 
ture paper and board on rural According to a study made by^ 
residue. Some have gone into the Industrial Advisor, Directo^ 


Table III 

New Paper Mills which Started Prodnetion in 1980 


Name of the unit 

Location 

Annual ^ 
capacity 
tonnes > 

Patel Paper Mills (P) Ltd, 

Gangadhara 

6,000; 

Surat 

{Gujarat') 


Wood Papers 

Bilimora 

{Gujarat) 

14,000 

Sarvodaya Paper Mills 

Sikandarabad 
(Uttar Pradesh) 

9,000 

Amrit Banaspati Co. Ltd, 

^ila Khurd 

10,000 

Ghaziabad 

Garh Shanhu 

. 


{Punjab) 

10,000: 

Vinod Paper Mills Ltd. 

Sangrur 


{Punjab) 

7,500 ■ 

Saraf Paper Mills 

AI war 
{Rajasthan) 

Rajalakshmi Paper Mills 

Palani, Madurai 

4,200 

(P) Ltd 

{Tamil Nadu) 

4,500 

Shanti Papers 

Sonepat 

{Haryana) 

Valod Antyoday Sahakari 

Surat 

3,000 

Paper Mills Ltd. 

(Gujarat) 

3,000 

Premier Paper and Board 

Kota 

Mills Pvt. Ltd. 

{Rajasthan) 

5,000 

IPPCO Paper Mills Ltd. 

Thana 


(Maharashtra) 

1,800 V 

Super Paper Mills Pvt. 

Muzaffamagar 

Ltd. 

( Uttar Pradesh) 

1,800 

Agrashakti Paper Mills 

Vapi 

Pvt. Ltd. 

{Gujarat) 

I 

Rajsheel Paper Pvt. Ltd. 

Nanjau Gud 
{Karnataka) 

1,500 ■ 

Delux Board and Paper 

Vapi 

1,100 

Mills 

{Gujarat) 


Kadodra Paper Ind. (P) 

Kadodra 

1,800 

Ltd. 

{Gujarat) 
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Behind the vast network of rural 

cooperatives is the 
dedicated work of 


T 


Working to give a firmer, stronger base to the cooperatives, is the NCDC. 
Promoting vital aspects of the agricultural economy, right from feeding 
agricultural inputs to storing and marketing the produce,- from processing 
agricultural products to distributing essential goods. 

NCDC has now embarked upon an intensive programme for multi-purpose 
rural cooperatives to strengthen the village societies. The programme 
envisages providing much-needed godowns for the surplus produce. 

These focal-point storage godowns will serve as growth centres; 
will provide essential inputs such as fertilizers, seeds, pesticides, 
farm equipment, essential consumer goods, credit facilities. In 
fact, will strive to meet most of the farmers'needs,all at his 
doofstep. This programme is already underway with aid from the World 
Bank and the European Economic Community. More aid is in the pipeline 
as are more projects. 

NCDC feels proud to have promoted cooperative organisations such as 
IFFCO, NAFED, PETROFILS and many more, which are playing an increa¬ 
singly important role in the national economy. 

NCDC has launched special programmes to promote cooperatives for the 
weaker sections of the society such as fishermen, weavers, scheduled 
castes and scheduled tribes. 

Over Rs. 330 crores have been pumped in by the NCDC into the 
cooperative sector so far. 

Projects become realities mainly with people's participation and NCDC 
is promoting it. 
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late Oenerai of Technical and pre-iavestnuint survey 
Development, plantation fores- of^flOTWiry ■^ijps^^provid 
try is the answer to the pro- 1500 sqimfe) of 

blem of raw material the ^ for^^st aitta in its vicinity can 
paper industry. For : /tIi«^''j 5 Uj^qrt ^ a ^300-toIl1le6-a-day 
success of a plantatiorf^pro-/^ in "pp^pietuhy prbvi- 


gramme, additional researcILi 
and development work in the 
chofce 6T‘ 

tionp is urgently called for. 
Table IV 

Estimated Requirements of 
Forest Raw Materials and 
Secondary Fibres (1976-2000) 

(Million Tonnes) 


Year 

Capacity 

Forest Raw 
material and 
secondary 
fibres 

1976 

1.13 

3.90 

1981 

1.68 

5.88 

1986 

2.20 

7.70 

1991 

2.80 

9.80 

1996 

3.50 

12.25 

2000 

4.25 

14.87 


In addition, it is necessary 
to cultivate durable and cor¬ 
dial links between the paper 
industry which is mainly in the 
private sector and forestry 
which is essentially in the 
public sector, and work jointly 
in formulating common future 
plans of growth. He advocate 
a changeover from low-cost 
low-investment forestry practi¬ 
sed so far to a high-yield, high 
investment economic forestry 
which could enable a plough- 
baeik 'Sr ihvestinerir 
into the forests to serve the 
forest-based industries better. 

The National CommiSsTon 
on Agriculture, whose recom¬ 
mendations have been acclpted 
by the Government, hasj sug¬ 
gested that each State siould 
have a forest development 
corporation for clear f|l(jng 
and raising of plantatioia. in 
selected areas. The sldfdlaa* 


respectively, c$!iie ^p. No given to the Forest Corpoi% 
doiibe, tv * lhrge\ number of tions as subsidy for ruisii^ 
^ sdiam<^ have received Govern- industrial plantations. This, U 
ment*s spu^tion butMhey are ^ iturn, will assist in Airth^ 
all in Che small sector or a few industrial growth of the Statesif 


ded the neces^y investment 
support for plantation is made 
'which can be deve¬ 
loped and run in close integra¬ 
tion with the investment 
decision on the paper mill. 
This indirectly is a vindication 
of the plea repeatedly made by 
the paper industry that mills 
should be permitted to exploit 
and regenerate forests on 
exclusive and long-term basis 
at reasonable royalty. It needs 
to be stressed that the State 
Governments have so far 
followed a policy of conserva¬ 
tion of forests, which policy 
also has been honoured more 
in breach than in true spirit, 
with the result that there is an 
alarming denudation of forests. 
It is urgent the wc change 
over from the policy of con¬ 
servation to that of develop¬ 
ment of this important compo¬ 
nent of our economy which is 
also essentia] for ecological 
balance of our country. 

Lack of Invcstmoiit 

It is obvious that the Govern¬ 
ment has not given any 
thought to this important 
aspect of the paper industry— 
an assured supply of basic raw 
material—with the result that 
there has hardly been any large 
scale investment in paper 
industry * over a number of 
y,ears. Whatever investment 
was ms^de in this industry was 
in the ^sixties. After a‘ large 
plaht was put up iii 196& it 
topk nearly 15. years for two 
m^re paper mills of measura¬ 
bly size, ihe Sri kayalaseema 
Pi^r M^Hs and the Bhadracha- 
. lam Jlaper and Board Mills, 
with a capacity' of 45,000 


expamldh ^programmes of 
existing mills.'THe basic reas6ii^ 
for this lag in investment is tile' 
lack of assured quantity and 
quality of raw material over a 
reasonably long period of time. 

Thus a basic change of 
policy is imperative if we do 
not want to deny a basic ingre¬ 
dient of civilisation to our 
people. This should have been 
among the first priorities of the 
Government last year. Forestry 
needs to be treated as an indus¬ 
try. The Indian Paper Makers* 
Association has welconed the 
decision of various State 
Governments to establish 
Forest Development Corpora¬ 
tions and has suggested that a 
part of the revenue derived by 
the State Governments as a 
result of industrial growth be 


We Indian Paper Makers^ 
Association has however objeol 
ted to the best available Iqiuji 
with the Forest Developmea^ 
Corporations being allotted 
only for raising plantations oi 
valuable species like tedi^ 
For industrial plantations pod# 
quality forest land is ^iii| 
allotted, that too away frotii| 
mills sites. The per hectare 
yield of short rotation crop! 
from such areas, they point od 
is considerably low. This wfli 
not help in meeting the futuif 
requirements of wood for pulfl^ 
paper or allied industries. A 
desirable step would be suitably 
amendments to the Land Cetf^ 
ings Acts passed by several 
States to accommodate tfa# 
creation of captive planta* 


tions by industries on the linof 

s '! 
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of rubber, tea or coflbe planta¬ 
tions. 

For captive forests, whether 
State owned or otherwise, it is 
necessary to have fast growing 
and suitable species to obtain 
economical basic raw material 
for the manufacture of paper. 
To grow such species it becomes 
imperative that the existing 
forests are cleared of all woods 
of mixed kind. First priority 
therefore is to make use of 
these mixed hardwoods as fru- 
nish by developing appropriate 
technology. Research also needs 
to be concentrated in perfect¬ 
ing a technology which helps 
to introduce new species that 
will yield maximum benefit 
with minimum space under 
plantation. It is obvious that 
if plantation is to be worked as 
an industry, massive addition¬ 
al investment in forestry will 
have to be undertaken. Since 
integrated paper mills in the 
medium term have to be forest- 
based and therefore per neces¬ 
sity located in backward areas, 
it involves development of 
infrastructural facilities. The in¬ 
dustry feels that at the current 
level of paper prices a new 
mill will be unable to meet 
the liability of interest charges, 
repayment of loans and a 
reasonable dividend for equity 
capital, not to say the provi¬ 
sion for future development 
and maintenance of efficiency. 

Escalating Costs 

The project cost has rapidly 
escalated from around Rs 
10,000 per annual tonne pro¬ 
duction capacity four years 
ago to at least Rs 16,000 today 
fora unit of 200 tonnes per 
day capacity. 

An analysis of the cost struc¬ 
ture of eight major paper mills 
for the year 1978-79 having a 
capacity utilisation of slightly 
over 81 per cent had shown 
that the average cost of pro¬ 


duction per tonnc'I of paper 
excluding interest and deprecia¬ 
tion was Rs 3540. There has 
been a sharp escalation of cost 
due to increases in prices of 
raw material. The average 
cost in an existing unit could 
be anywhere near Rs 4500 per 
tonne excluding depreciation 
and interest charges. Under 
the debt-equity ratio of 3:1 and 
on the basis of a post-tax 
return of 14 per cent on equity, 
the industry reckons, the cost 
of manufacture could be 
around Rs 7000 per tonne 
against the current realisation 
on an avarage of Rs 6,000. 
No wonder that many indus¬ 
trialists have surrendered their 
licences for the installation 
of new paper mills. 

Incentive Needed 

Paper is a mass consumption 
item with importance next only 
to food, clothing and shelter. 
It is therefore imperative that 
every incentive be given for the 
growth of this industry. The 
Union Ministry of Industry has 
endorsed the pica of the paper 
mills to allow them to avail of 
the soft loan from the Indus¬ 
trial Development Bank of 
India for modernisation of 
machinery. Considering the 
large difference between the 
cost of production and the 
actual price realisation even 
larger units should be entitled 
to excise duty relief on a 
graded scale. 

Not only should import of 
second hand machinery of 
larger capacity be allowed, 
import duty should appropri¬ 
ately be reduced to contain 
project cost. An imported 
second-hand reconditioned 100 
tonnes per day capacity paper 
mill costs around Rs 1.5. 
crores against the cost of a 
new mill of the same capacity 
manufactured in India at 
Rs 10 crores. This Rs 10 crores 


cost includes at least Rs 2 
crores of foreign exchange 
needed to import those com¬ 
ponents not manufactured in 
India. Just to give work to 
indigenous manufacturers of 
paper mill machinery a huge 
amount of finance is locked up 
which could profitably be used 
elsewhere. Second-hand paper 
mills arc readily available. 
However it needs to be ensu¬ 
red that junk is not palmed off 
to inexperienced new entrants 
in the paper manufacturing 
business. Only experienced 
parties need be encouraged to 
enter into such deals. 

The statutory requirement 
of producing 30 per cent of 
their production for supply at 
concessional rate has proved 
a heavy load on the paper 
mills; even when the price 
has recently been raised 
by Rs 500 per tonne to Rs 
3500, it still is much below the 
actual cost of production. 
Though this is a social obliga¬ 
tion readily accepted by the 
industry, the prices should 
have greater relationship with 
the actual cost of production. 
These and some other appro¬ 
priate incentives would help the 
industry to stand on a firm 
footing and enable it better to 
cater for the needs of the 
society of this essential consu¬ 
mer item. 


Though forest [based paper 
industry will play a major rote 
in the supply of this vital cook 
modity for many years td 
come, the future lies witl| 
papermaking on rural-basej 
furnish. This could be even ia 
largesized mills to ensure 
economies of scale. 

Some concrete steps have 
been taken in this directioii 
during the past few years by 
the Tamil Nadu Government, 
It lias taken a lead in .sponsor^ 
ing the country's first news¬ 
print and paper project based 
solely on bagasse. With a 
foreign exchange component of 
around Rs 50 crores this pub¬ 
lic sector project will have tht 
capacity to produce daily 3QC 
tonnes of newsprint and 20( 
tonnes of printing and writiii| 
paper. 

At present there are onlj 
three mills in the world manu 
factoring newsprint solely ou 
of bagasse. The Tamil Nadt 
Newsprint and Paper Mill 
will be the first in this par 
of the world based on tb 
Cusi process that has beo 
successfully adopted by th 
other three mills located ii 
Peru, Argentina and Mexico 
It could be a forerunner o 
such schemes in other parts o 
the country where bagasse is ii 
abundance such as Maharashtn 
Uttar Pradesh, Andhra Pra 


TAiu n V 

Installed Capacity of Paper and Paper Board Industry 



Category wise as on January 1, 

1981 

Category 

Capacity 

tonnes 

No of units 

Annual installei 
capacity 

I 

Above 20,000 

22 

1,114,860 

II 

10,000 to 20',000 

9 

120,300 

III 

5,000 to 10,000 

29 

225.675 

IV 

2,000 to 5,000- 

35 

125,160 

V 

Below 2000 

40 

58,445 



135 

16,44,440 
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H^h and Bihaiv For the latter 
States the scheme is Jn- 
ideal because of the 
^Ximity of coal mines to 
sugarcane growing areas, 
i According to the Tamil Nadu 
ittheme, the proposed unit 
'arili install coal-boilers in the 
iagar factories at its own cost 
release bagasse which is 
used at present to fire 
boilers. Five sugar fac- 
Mries have so far been identi- 
for conversion of their 
for being coal-fired, 
requirements of coal for 
'.jliese sugar factories as well as 
newsprint and paper plants will 
% around 3.5 lakh tonnes per 
^^r. Coal India and the 
^t|ifulways have to ensure unin- 
%nrupted supply of coal to 
the scheme a success, 
unit is entitled to total 
|ltonption from excise duty 
|||idcr the fiscal incentives an- 
l^4^ccd by the Janata Govern- 
at in 1979. 


A major success achieved>by 
the West Coast Papers in 
Andhra Pradesh which was 
started by technocrats with 
machinery wholly designed, 
and fabricated locally, and 
erected and commissioned by 
themselves has encouraged the 
Government to go in for more 
mini-paper plants. Nearly a 
dozen licences are at various 
stages of implementation. Simi¬ 
larly, mini plants with non- 
conventional agricultural resi¬ 
due as furnish are being set up 
in Haryana, Punjab and Uttar 
Pradesh. 

The number of paper mills 
working in the country may 
have gone up considerably but 
additional capacity is inconsi¬ 
derable because of the small 
size of these plants. 

In the Indian context, it 
needs to be reiterated, the 
future of the paper industry 
belongs to mills based on agri- 


cultuml' residue as fpmisht 
Though the wisdom of the 

TABLE VI 

State-wise Distribution of Pafei^ 
Mills (1980) 


State 

No. of units 

West Bengal 

14 

Bihar 

2 

Orissa 

2 

Assam 

2 

Andhra Pradesh 

8 

Tamil Nadu 

5 

Karnataka 

8 

Kerala 

2 

Gujarat 

27 

Madhya Pradesh 

4 

Maharashtra 

24 

Uttar Pradesh 

19 

Punjab 

3 

Haryana 

11 

Pondicherry 

1 

Chandigarh 

1 

Rajasthan 

2 

Total 

135 


decision tp discourage / larg^} 
units on rural raw material by 
limiting excise concessions to 
smaller mills is doubted, the 
Government has introduced 
excise duty relief on a graded 
scale. For mills with capa¬ 
city less than two thousand 
tonnes of paper per annunt 
using unconventional raw 
material of over 40 per cent, 
excise duty relief available is 75 
per cent. For mills with capar 
city 2000 to 5000 tonnes the 
rebate is 60 per cent and from 
5000 to 10,000 tonnes capacity 
it is 50 per cent. Of course, 
any unit, big or small, using 
bagasse as furnish is exempt 
from all excise duty. The 
decision to limit the excise duty 
concession to 10,000 tonnes 
per annum capacity has resulted 
in stunting the size of the mills 
and denying them the econo¬ 
mies of scale. It is also going 
to result in a large number of 
mills to compete for the same 


Instrumentation for 
proMss-control 
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E^ise duty conqessipo .^stMiald 
b(»,fiYtemled at.laast to..li5,000. 
tonnes per annum> capacity. 

'On the basis of expansion' 
phms and the present rate \ of 
c^chy utilisation in relation 
to'future demand projeoiiomi, 
it looiics that in the near future* 
die gap between* the demand 
and shpply of paper will iivjdeni 
which will have to; be melt with^ 
imports in the current diffioult^ 
fpreign exchange situation. / It 
"is untounatebecause, ,Ayith the 
capacity utilisation of 80 per 
cent, which had been achieved 
in 1978, there should be no 
shortage of paper or paper 
board. Yet with the sluggish 
pick-up in the supportive 
structure such power, coal 
or transportation, it would be 
too optimistic < to. expect that 

Table VII 

Production of Paper and Paper- 
1970-1980 


hugp.*gpp r.pf overt 
thr^ lakh topnes; t<x be fUledi 
with imports. NEPA hadpror 
duced ;S7^00D topnes way back 

, , ,TABLa yiir 
' Prodiieiion bf NeWsprint '' 

(Tonnes) 


1970 

3971 . ; 1 
■l: 97 i 2 .-ii 

1973: ^ 
19514 i 

1975 ' 

1976 
J977 

J978f ■ : 

1979 

1980 (est) 


37,341 
40,081 
42,048 
* fr48^847 
. 54,m 
- 51,971 
57,369 
' 56,584 

48,858 
*48,370 
47,530 


in 1976. Thus instead of im¬ 
proving its petfoniiance, it has 
slid badk'terriNy. ** 

’ Coticernecl^ovcr lack 
privalte initiative in the paper 
and . newsprint industry in 


teaohed cbmpldtion 'rand id 
reportedly held up because of 
some minor dispute between 
labour engaged in the construcr 
tion work and the manage- 
iiii^t. The mill should hope¬ 
fully go into production 
diiring the current year. 
AKother unit, the Mysore 
Paper'Mills, Bhadravali, with 
a papacity of 75,000 tonnes of 
newsprint is due for entering 
prpd(uction stage in early 1982 
pfbvTded its raw material and 
other probleips are overcome. 
Even with these two mills 
goiii^ into full production in 
the next few years, the indi- 
geppus production of news¬ 
print will be nowhere near 
the demand. 

The year 1980 ended with a 
newsprint famine in the offing. 
The ^ shortfall in impoct.s is 
reckoned at 66,000 tonnes. 
Tbm . Were no stocks with 
some newspapers and a few 
had to resort to intcr-boTTOWing 


and increased purchases*^ fn 
buffer stocks which entail 
higher prices and a strain 
the supply for smaller > newv^] 
papers which generally 
upon the buffer stocks-* 
their supplies of newsprint. 0 | 

Ever since newsprint imp 
were canalised through 
STC in 1974, newspapers all 
they had' been put to an ad 
tional expense of Rs 2 ' 
over and above Rs 1.5 
collected by the canafisli 

agency as commission, 
apart, canaliration 
resulted in untimely 

inadequate supplies, 
circles assert that the newspriii 
position would consido 
case in the neat future, 
appears to be problematic aa 1 
is reported that the STC 
wanting to scale down ' tiK# 
originally planned impdill 
figure. 

In the meanwhile hugi^ 
amounts of foreign exchaniil 



^ AW.W<lmn5i). 

? 1970 

758.0 .-"ii 

'X 1971 

780.8 

? 1972 

803.&^|i 

1 1973 

796.\S* ‘ ‘ ^ 

^1974 

X 1975 

,.r J r 

t 1976 

880.2 

♦ 1977 

95S’.9^® '* 

t 

1006t47,. J.y 

. 1979 

1047.43 




early seventies, the Government 

kofjnd i a d aaided toaat 4ipf4lift ^ ^TX9t!if tX *^-^*-*^*‘*^* 

, between 1981 and 1985 

capital of Rs 50 crores which 

> x ir jf 'j ^ ^ ^ . 

s r T ; ^ 1« . — 


c^^ratm^was^char- Name of tlic Mill 


-of; rir.E 

newsprint and paper units in the - 

public 


‘tv., 




Capacity 

(Toniiief)) 


Whether paper/ 
rNewspjrint 


-^ 

Year of | 
start upf 


tkits}wldch)hafl it* al»ndan4b't>/^{ry.^ J 


^ . ' «Q,ooa 


'Newsprint 


19gi| 


- 1980 (est) 


of raw material. Already some ^^^**j***^^^*^ 


ly riM'^O&fcwT^iIhUfQblpiietlamtk io 

Yximi SS 


o. 




:J; The position re^^ijgjng\(^- I^a^dil^pn to integrated 
{rint is still worse. The news- pulp and paper mill in — 



Nagaland Paper Mills ^2^3,000 
(ilindiistan Faj^r ' , , 

.' , 

Pap?r 

1981;j 

j 

Mysore Taper Mills 75,6w. ^ 

Newsprint 

Early 198J 

LtdV, Bhadraivati 


Hindustan Paper 100,OCX) 

Paper 

1 982-83 1 

■’ fcorpomtibn, Cachar 
UH}ndu^t 6 h^PiE]^r ‘ 160,000 

Paper 

1982-831 


^OPO tonpes „ 
liion ijas' 


Corporation, 
ftbWgbng 


ffi the country producing mews-^ 

B^int in the public seetpij '4111 ia oh., 

l^ational Newsprint and Paper under construct,ijqp. ap i^e§r^t- .-7::;-7- 

^ills Ltd (NEPA), has a capa- cd newspjihV'')feift'in Tk.eraU Noi, .addition to the above, about 20 to 25 paper mill 
ijity of 75,000 tonnes per year, with an anitfiai’ d^^hy oif " '’with a capacity of 5,000—10,000 tonnes per annum 1 

The mill produced hardly 80,000 tonnes. The^orlc on'‘ ‘■ on agriculture residues are likely to materialise betv 
4ffm^umaea in WeOf 4l»s its 


AWti#C. Ni»anf^dl98l 
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we being drained year afte^ 
fyearin the import of news- 
||>rint. In the year 1978-79, 
limport of newsprint had 
fcost the country Rs 80 
^Crores which rose to Rs 
U13 crorcs in 1979-80. In the 
|year 1980-81 foreign exchange 
vreleased for the import of 
^inewsprint was to the tunc of 
Vlast year's imports (Rs 113 
iprores). With escalating 
|prices, it is obvious that lesser 
^quantity will be imported than 
;|iast year against a demand 
|wbich has been rising at around 
|five per cent, leading to corres- 
Iponding stringency. 

I As for paper and paper 
|:board, the import in 1978-79 
r.had cost Rs 25 crorcs which 
|rose to Rs 38 crores in 1978-79 
jand Rs 40 crores (estimated) 
tin 1979-80. During the year 
M980 over 40,000 tonnes of 
writing and printing paper had 


been imported costing around 
Rs 80 crores. 

Paper as well as newsprint 
being essential commodities of 
common use, the country can¬ 
not afford to do without im¬ 
ports in the absence of ade¬ 
quate domestic supply. The 
regret is that the drain of for¬ 
eign exchange could have been 
considerably reduced had the 
paper mills been able to better 
utilise their capacities and the 
Hindustan Paper Corporation 
come up with its Kerala News¬ 
print unit which is nearly three 
years behind schedule. 

Research has lagged behind 
the requirements of this im¬ 
portant industry. Most of the 
research in the existing units is 
limited to testing of incoming 
raw material or pulp at various 
stages of making. The Forest 
Research Institute, Dehra Dun, 


has confined itself to broaden¬ 
ing the scope of forest raw 
material. The Indian Institute 
of Paper Technology, Saharan- 
pur, was working for the 
identification of alternative raw 
materials for paper industry in 
India. 

There has been some research 
work in the Regional Research 
Laboratory, Hyderabad, on the 
manufacture of filter paper 
used in chemical and pharma¬ 
ceutical industries. The Regi¬ 
onal Research Laboratory, 
Jorhat, also had done pioneer¬ 
ing work on thermographic 
papers used in copying and 
duplicating machines. 

The Minister of State for 
Industry, the other day, annou¬ 
nced the decision to organise 
a Central Research and Deve¬ 
lopment Institute for Pulp and 
Paper at Saharanpur, alongside 


the Indian Institute of Paper 
Technology. This new insti¬ 
tute can in course of time 
become a coordinating and 
clearing agency for research 
and development programmes 
on pulp and paper. Facilities 
elsewhere available in the 
country would be used on the 
basis of an agreed programme 
for tackling short as well as 
long term problems of the 
industry. 

A step in the light direction 
is the Government of India’s 
decision to impose a cess under 
the Industries (Development 
and Regulation) Act on the 
paper industry for financing 
research. Paper industry has a 
high turnover and up to Rs 50 
lakhs a year can easily be col¬ 
lected for research and deve¬ 
lopment, without which no in¬ 
dustry these days can survive, 
much less flourish. 


25 Years of Devoted Service to Small Industries 

NSIC SERVE SMALL INDUSTRIES 

By giving indigenous and imported machinery on easy hire-purchase or rental term 
upto the value of Rs. 20 lakhs. 

by assisting in securing Govt, orders under its Central Govt. Stores purchase Programme. 

by giving practical training to the technicians In various trades at its Prototype 
Development & Training Centres. 

by helping create market for the product of snuill industries in foreign countries, 
by direct marketing of products of the small scale sector and by indirect marketing by 
acting its agents for the small scale sector by participating in National and International 
Exhibitions and participation In Buyers-Sellers meet. 

by supplying non-ferrous raw materials and the latest machine tools to small scale 
Industries. 

NSIC supply machinery to developing countries on turnkey basis. 

NSIC has undertaken the proiRiction of NUTAN STOVE in the small scale sector. 

THE UTiONAl BULL INDUSTRIES GORPORITION UNITED 

(A Government of India Undertaking) 

INDUSTRIAL ESTATE OKHLA 
NEW DELHi-110020 
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Railways Again in the Red! 

R. C. Ummat 


Railway operations hod deteriorated since 1977-78. During 
the year 1980 also, in the first seven months^ the performance 
of Railways had suffered a serious set-back because of wide¬ 
spread shortage of power and coal, the protracted agitation 
in Assam and the general deterioration in the law and order 
^ situation in the country. There has been an improvement in 
its operations after October through the wholesome measures 
initiated by the Railway Board and a few innovations introduced 
to improve the movement of goods traffic. 


Tho resignation of Mr Kamla- 
pati Tripathi from minister- 
ship in October was an 
ample evidence of the sharp 
deterioration in the peifor- 
mance of railways till then 
during the current financial 
year. The next year’s budget, 
to be presented by the new 
Minister for Railways, Mr 
Kedar Pandey, on February 
19, may be dressed up a good 
deal. But it is highly impro¬ 
bable that the revised estimates 
he will be presenting for this 
year will improve the situation 
markedly. 

The fortunes of railways 
depend primarily on the 
revenue-earning goods traffic 
carried by them. Although 
there has been some improve¬ 
ment in this respect since the 
latter half of October, know¬ 
ledgeable circles opine that 
MrPandey’s expectation that 
200 million tonnes revenue- 
earning originating goods 
traffic will be moved by rail¬ 
ways during the whole year 
are not going to be fulfilled. 
With this traffic averaging to 
just around 15 million tonnes 
a month between April and 
October, as much as 16.5 
million tonnes traffic had been 
lost during these seven months 
in comparison with the pro¬ 


portionate target. The situa¬ 
tion improved marginally in 
November. Yet the traffic 
moved in that month fell short 
of the target by about 100,000 
tonnes, raising the total loss 
of goods traffic till November- 
end to 16.6 million tonnes. 

It was only in De:ember 
and January that the revenue¬ 
earning originating goods 
traffic increased to 18/19 mil¬ 
lion tonnes a month—appro¬ 
ximating the proportionate 
targets for these two months. 
It is, therefore, feared that even 
if the December* January tempo 
is maintained, railways will be 
moving about 17 million ton¬ 
nes less revenue-earning 
originating goods traffic than 
the target of carrying 214.5 
million tonnes during the 12 
months to March 31 and 
nearly 193 million tonnes 
moved last year. This will 
mean a gross revenue loss on 
goods account of the order of 
approximately Rs 136 crores. 
If allowance is made for the 
savings in operational costs, 
the net loss on goods traffic 
may be at least Rs 110 crores. 

In sharp contrast with the 
trends in the recent years, 
earnings from passenger traffic 
too may be around Rs 35 


crores less than the budget 
estimate. The sundry coaching 
traffic, of course, is likely to 
yield about Rs 15 crores more 
than what was anticipated. The 
Total loss in earnings, after 
allowing for the savings in 
operational expenses, on the 
above assessment, thus, will 
be as much as Rs 125 crores. 
But (hen there is bound to be 
a significant increase in the 
operational costs due to such 
factors as the rise in the fuel 
bill, enhanced incidence of 
dearness allowance, etc., on 
account of inflation. The in¬ 
crease in the lead of goods 
traffic to around 743 Kms will 
bring in some additional re¬ 
venue. The budget estimates 
were based on this lead in¬ 
creasing to only 730 kms from 
717 kms in the previous year. 

Goods Traffic 

The revenue-earning goods 
traffic carried by railways in 
terms of tonne-kilometres may 
be around 94 per cent of the 
budget estimate. Still the net 
railways’ earnings should go 
down by about Rs 140 crores 
from the budget estimate. 

This implies that not only the 
anticipated surplus of Rs 
42.71 crores this year will be 
wiped out but also the defer¬ 
red liability on account of divi¬ 
dend payment to the general 
exchequer shall go up corres¬ 
pondingly from Rs 162.31 
crores at the end of March 
last, instead of going down 
to Rs 155.65 crores through 
the utilisation of Rs 6.67 
crores from the anticipated 


net surplus of Rs 42.71 crorc^ 
this year. The 1980-81 ndl 
loss of railways will compare 
with the revised estimate 
Rs 42.10 crores deficit foi 
1979-80, a surplus of Rs 36.« 
crores in 1978*79 and an unr 
precedented gain of over Rt 
126 crores in the previous year 

Overall Deterioration 

Railway operations, tho^ 
have deteriorated a great del 
since 1977-78. This is fuD; 
reflected in the operating rati< 
going up from about 83.4 pe 
cent in that year to as mu^ 
as 90.4 per cent in 1979-8C 
It was envisaged to be brougb 
down to 87.8 per cent thi 
year. But this expectation ot 
viously cannot materialiai 
For normal operations, whip 
should yield a reasonable nt 
surplus, after meeting fuj] 
the dividend liability, it has i 
be kept within 85 per cent. 

The performance of railwij 
suffered a serious setbac 
during the first seven monti 
of the current financial yea 
for various reasons, some a< 
mittedly beyond the control < 
the Railway Board. The latl 
included, (i) the widespret 
shortages of power and cpi 
particularly up to the end 
June, which had a very d(^ 
terious eflect on the econo^ 
as a whole, (ii) the protractii 
agitation in Assam on 't 
foreign nationals’ issue wld 
not only immobilised sevtt 
thousand wagons in that Stf 
but also had a very seijp 
impact on the passenger 
well as goods traffic originati 
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fJi^ iici^ rpgioiii the two maid unibiis oftaS- With the 


I ( 111 ) the setback to the 
ral law and order situa- 
y^on by agitations by farmers 
Pt^d others in various parts of 
M^^e country. Coal shorpgd^ 
[^^4fed to cancellation of a number 
^ of passenger trains, resulting 
l^^ln loss of revenue on this 
|y^|kMUiit. - The'! inflationary 
(i^itohdeiiicieis, as mentioned 
W| 0 k>ve, have also pushed up 
|H$pel«ticmal costs not insighifi- 
l*^4ihbitly. Another major factor, 
[p^hfch fills squarely within the 
of the railway authori- 
f^jibs aflSscting operations has 
the sporadic strikes re- 
fled to sometimes just on 
ihsy grounds by some sec- 
ms of railway employees— 
ilobo staff, the carriage and 
pn staff and shunters. 
|i^ workmen have not been 
aenable to the discipline of 


improvement in 
power situation, particularly 
after July, it could be expected 
that the maintenance work 
would again get into full 
l swi^ But this i^bea. ap- 

The incidence of sporadic pearS> have happened. Till 

strikes and go-slows hair^beeA'J bOeljll over 30,000 wagons 
quite severe in the critical were said to be on the sick 


waymen. Even currently some 
dislocation has been caused in 
railway movement by the 
loGfi|ien’s sti^^ on some 


seq0<jfis. ' ’''il.'r- i. 




eastern rdgioU;' Along with 
the recurring power shortages 
there, the above 'tactics of 
railwaymen led to the rolling 
stock maintenance targets not 
being adhered 'to with the 
result that instead of going 
down, the backlog of mainte¬ 
nance tended to increase. The 
difficulties in the procurement 
of spates from the easteitn 
region for maintenance pur¬ 
poses loo ccntintled and could 
be offset only to a small extent 
by arranging supplies from 
elsewhere in the country. 


Mst^ Nojcmallyi thia hsumber 
should not cached:J6/17,0W) 
oh \the basis e£ the norm of 
four \ per cent , of the total 
•fvagon fleet of over four lakhs 
being under \ maintenance at 
any given time.' .. 

: The improvements jn railway 
operations after October, un¬ 
doubtedly, has been caused to 
a great extent by the general 
pick-up in the economy ^ince 
4tlcn. Even in normal yekrs. 
winter moriihs arc the most 
' conducive ones for increai^d 
movement of good^ traffic. It 


Will, however, iindiaritable 
to deny the present set-up at 
the helm of afikirs of this pre* 
mier departmental undertaking 
Central Government at 
jleVsl some credit for this im¬ 
provement. It has initiated 
several wholesome measures 
and introduced not a few in- 
\,v'Oovations improve, the 
^ movement of goods traffic, 
though coal shortages, have 
. compelled some patsenger 
traips being cancelled even 
recently. The measures taken 
include: (i)'^segregation from 
the conventional wagons of 
nearly one-third of the 
wagon fleet on broad gauge 
consisting of wagons 
fitted With roller bearings 
and centre buffer couplers to 
operate on the “express” stre¬ 
am of freight traffic; (ii) in¬ 
troduction of “jumbo” rakes 
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ANDHRA FJ^API^ll ; ; ' ; 

Makine Strips on th^ lndiuttial Fronts. 

^ ii >y'j J\ ■. ■'! . , ^ J; 

We at Andhra Pradesh State Financial iiorpoiaitidtt are committed tdkhe task of,industrialisation 
of the ^tate. Wc have so far promoted 79aa unitst^ the tuSrte of morethan Rs. I40'00'Crores. 

Think of industrial venture and'we will take cafe orthe finUiicikl fequirdmehls.. We have special 
schemes to help you better. . i 

* Concessional interest rates for upils to be set up in backward areas. . - 

* Special schemes for teclmocrats. . , . 

* Attractive facilities for ancillary units. 

We finance for land, building and machineryv Foreign Exchange loansfor import of capital 
goods. ■ ' ’ - 

For details please contact your nearest branch-at Hyderabad,''Kairndol. Tiruj^til Vijayawada, 
Visakhapatnam, Rajahmundry, Nizamabad, WarangUl, KhanYmam and*'Nellore, Guntijt & Ajf^nthapur 
or write to the: , • i v';. , 

■ • ' MANA<ilNG,pIREicTOi| ' 

Andhra Pradesh StiUe CbrpiDiration 

5-9-194, Chirag Ah Lane. Hyderabad-SOO 661 . 

APSFC advmlciiie Andlinl Fkidesh Indwtfrkilly / i, 
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of conventional wagons of 
modern design, (iii) formation 
^ of old wagons into rakes to run 
on captive circuits over short 
and medium distances; (Iv) 
formation of trains with full 
loads to meet the optimum 
hauling capacity of locomo¬ 
tives ; (v) use of diesel or elec¬ 
tric locomotives in specified 
sectors and releasing of steam 
engines through what has been 
styled as the “juggler" opera¬ 
tion; and (vi) introduction of 
V end-to-end running of through 
goods trains with the same 
electric or diesel engines. 

As a consequence, the aver¬ 
age daily loadings of goods, 
both on broad gauge and me¬ 
tre gauge systems, have im¬ 
proved from 26,575 in the 
fifst seven months of the cur¬ 
rent financial year to 28,337 
in November. The average 
daily loadings in December 
and January have been higher 
than the April-October average 
by about 4,000 and 5,000 wa¬ 
gons, respectively Concert¬ 
ed efforts have been made to 
move such essential commodi¬ 
ties as fertilizers, cement, 
food-grains, petroleum pro¬ 
ducts, iron ore for export and 
coal. 

Loadings Go Up 

The average loadings of 
all these items have gone 
up significantly. Regrettably, 
of course, most of this impro¬ 
vement, particularly in respect 
of coal, has been at the ex¬ 
pense of some other sections 
of railway consumers. The 
greater resort to short-circuit 
movement is reported to have 
led to arbitrary curtailment of 
wagons availability for long¬ 
distance users. This irration¬ 
al movement can be allowed 
only for some time so that 
bottlenecks in the power and 
coal supplies are broken 
expeditiously. Wagon sup¬ 
plies obviously will have to be 


rationalised soon in the over¬ 
all interests of the economy. 

To ease the overall availabi¬ 
lity of wagons, it has been de¬ 
cided—quite judiciously—that 
the wagons procurement pro¬ 
gramme should be stepped up 
a great deal so as to add 
100,000 new wagons to the 
railway fleet during the five 
years to 1984-85. The year's 
original programme to procure 
8,000 wagons has been revised 
to 13,000 numbers. The an¬ 
nual average procurement of 
wagons during the next four 
years is to be between 20,000 
and 22,000 numbers. The 45 
per cent raise effected in the 
procurement prices should en¬ 
able the wagon manufacturers 
to rise to the occasion. But the 
undue delay in taking this de¬ 
cision- it was taken only last 
month—and the difliculties 
which some manufacturers 
have been experiencing either 
because of power shortages or 
labour trouble, may lead to 
non-fulfilment of the increased 
procurement target for this 
year. 

Overaged Wagons 

An expeditious increase in 
wagons availability, therefore, 
can be brought about only 
through clearing quickly the 
backlog of maintenance as was 
done during the first year of 
the 1975-77 Emergency. To 
facilitate maintenance, scrap¬ 
ping of 5,000 overaged wagons 
by March-end has been plan¬ 
ned so that wheels and axels 
of the scrapped wagons can be 
utilised for improving the tem¬ 
po of maintenance of other 
usable wagons. But if the ac¬ 
quisition of new wagons fal¬ 
ters for one reason or the 
other, the programme of 
scrapping all the 30,000 over¬ 
aged w'agons by July next will 
have to be phased out over a 
longer period, 


The greater resort to diesel 
locomotives for speeding up 
goods as well as passenger 
trains on non-electrificd rou¬ 
tes is warranted indisputably 
for straightening out railway 
bottlenecks. In view of the 
mounting oil import bill, how¬ 
ever, greater emphasis obvi¬ 
ously will have to be placed 
in the future on the electrifica¬ 
tion of railways. It is hear¬ 
tening to note that this is to 
be the major thrust of rail¬ 
ways’ development programme 
during the sixth Plan period. 

Electrification Plan 

As many as 2,800 kms of new 
route arc planned to be electri¬ 
fied by 1984-85 at a cost of 
Rs 450 crores, approximately 
equivalent to the electrification 
programme implemented since 
1965-66. The overall alloca¬ 
tion for the development of 
railways during the Sixth Plan 
period has been approved at 
Rs 5,100 crores. Railways 
arc anticipated to spend next 
year approximately Rs 950 
crores on this programme, as 
against Rs 650 crores this 
year. 

The enlargement of the de¬ 
velopment programme should 
augur well and help railways 
to develop their potential for 
goods as well as passenger 
traific somewhat ahead of the 
growth in requirements. Th: 
details of th*^ development pro¬ 
gramme are not yet fully 
known. Along with accelera¬ 
ting the pace of electrification, 
railways should do well by 
placing greater emphasis than 
hitherto on modernisation of 
their signalling system. Ex¬ 
perts opine that ryilways’ 
traffic carrying capacity can 
be augmented substantially 
and expeditiously through this 
means. Railways, of course, 
have plans to increase their 
rolling stock Judiciously and 


are setting up new production 
facilities for this purpose as 
also for maintenance. 

Another important aspect on 
which attention needs to be bes- 
towed is the expansion of rail¬ 
way stations, particularly when 
there are plans to increase the 
lengths of trains. A large 
number of railway statione 
have not been expanded at all 
in the post-independence era 
and the rail locking arrange¬ 
ments continue to be as be* 
fore. This makes it difficuR 
to accommodate long goods 
trains when the right of pas¬ 
sage is to be accorded to fastd 
passenger trains. Slight up¬ 
sets in the running of train! 
many a time very adversely 
affect the punctuality of al 
trains. 

Budget Jitters 

It remains to be seen whethe* 
in view of his charge agaii 
going into the red, the Railwa; 
Minister will attempt to pus' 
up further passenger fares a 
well as freight rates while pre 
sciUing the next year’s budget 
Some marginal upward align 
ment in tarilTs cannot be rule 
out to compensate railway 
for the increased operation! 
costs caused by the infiatioi 
ary tendencies in the econom 
and also in terms of the repot 
of the Railway Tariff Hnquli 
Committee which has recon 
mended that in view of tf 
tasks ahead, the total earning 
of railways, both from goo< 
and coaching traffic, must it 
crease by about 40 per cent i 
the early 1980s over tt 
1976-77 level. But since 
heavy dose was administer! 
by Mr Kamlapati Tripathi th 
year itself, which would yk 
as much as Rs 300 crores 
ditional revenue in a full yti 
it will be injudicious to step l 
passenger fares or freight raf 
any markedly. 
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Stress on Strategic Roads 

Hardev Singh 


Apart from various parts of the country and catering 

for the defince requirements of the nation^ investments inroads 
has high employment potential. This was highlighted by a study 
0f the National Coumi I of Applied Economic Rest arch. Accoril- 
itfg to the Council an investment of one crorc rupees can generate 
employment of the order of 5200 man-years. 


& NoRTH-Easicrn region con¬ 
tinued to be the centre of na- 
Uonal political activity during 
1980, the region also received 
top priority so far as the ex¬ 
tension of communications 
through building of roads was 
:oncerned. The Union Minister 
rf State for Transport and 
Shipping, Mr Buta Singh, an- 
lounced recently the Centre’s 
ipproval of the double laning 
jf the national highway from 
Vowgong to Dimapur. The 
JTojecr, estimated to cost Rs 16 
stores, has obviously been 
fivcn top priority. The Minis¬ 
try of Transport and Shipping 
las also decided to build two 
rtore bridges, one at Jogighopa 
ind another on the Dehang at 
^sighat, in addition to the one 
t Dhomoraguri near Tezpur. 
‘The area along Bangladesh 
ibrdcr is also being made 
iore accessible with the cons- 
^ction of a road along Indo- 
angladesh border within 
Icghalaya at a total cost of 
:$28 crorcs. The programme 
f road construction for the 
forth-Eastern region is quite 
jibitious and may involve an 
allay of Rs 300 crorcs in the 
Mtt 20 years. 

With the exception of Norlh- 
astern region, the progress 
Itherlo achieved in the field 
'national highway has been 
lilc encouraging. The system 


covers approximately 7 per 
cent of the entire surfaced 
road length of the country 
and in terms of geographical 
coverage, the national high¬ 
ways at present touch nearly 
all State capitals, connect ail 
the major ports with the 
hinterland, and serve many 
important industrial and tou¬ 
rist complexes. 

Theoullayfor National High¬ 
ways during 1979-80 was Rs 84 
crorcs, and the estimated phy¬ 
sical achievements were : (i) 
Missing lanes, 90 kms; (ii) Im¬ 
provement of low grade sec¬ 
tion, 32 kms; (iii) Widening 
and strengthening of single 
lane sections to two lanes. 
1350 kms; (iv) Widening to 
two lanes only, 600 kms; (v) 
strengthening existing double 
lane pavements. 450 kms; (vi) 
Widening roads to 4 lanes and 
6 lanes, 4 kms; (vii) Construct¬ 
ing byc-passes, 6 Nos; (viii) 
Construction of missing major 
bridges, 5 Nos; (ix) Replacing 
submersible bridges to high 
level bridges, 2 Nos. and (x) 
Rcconstructing/widening wea¬ 
ker major bridges, 17 Nos. 
Attention was also paid to va¬ 
rious works like improvement 
to geometries covering removal 
of r.harp curves and steep gra¬ 
dients and replacement of exist¬ 
ing level crossing in congested 
sections by under/overbridges. 


Apart from the strategic 
roads, importance is also being 
attached to rural roads. In 
the context of restructuring 
the plan with a focus on rural 
development and rural indus¬ 
tries coupled with the need 
for substantial generation of 
employment, the road deve¬ 
lopment programmes have a 
pivotal role in the next few 
years. Besides being an im¬ 
portant component of the 
country, rural roads also gene¬ 
rate considerable employment. 
Roads provide a very clTcctivc 
means of transport for the 
movement of goods and pas¬ 
sengers over short and me¬ 
dium distances, the basic in¬ 
frastructure for the economic 
development of and, to some 
extent, even over long dis¬ 
tances at least for certain spe¬ 
cial commodities governed by 
users’ preference. Within an 
integrated road development 
programme, rural roads aic 
proposed to be assigned a 
comparatively higher priority 
so as to bring thousands of 
villages into the national main¬ 
stream. 

Link Roads 

Under the Minimum Needs 
Programme, the target in the 
Fifth Five Year Plan was to 
provide a link road to all the 
villages with a population of 
1500 or above numbering 
about 29,000. As against this, 
about 12,500 villages would ac¬ 
tually have been covered by 
the end of 1978. During the 
3 rcars upto 1983, the remaining 
17,000 villages are expected to 
be covered. In addition, about 


half the number of the villages 
that have a population bet¬ 
ween 1000 and 1500 are also 
to be provided with a link 
road, the remaining half will be 
covered in the period 1983-88. 

One of the major criticisms 
of the rural road programmes 
taken up hitherto is that they 
get destroyed or damaged dur¬ 
ing the rainy season. For this 
reason greater attention is now 
being paid to the construction 
and alignment of .such roads 
so that this problem is largely 
overcome. Moreover, the 
methodology of planning rural 
roads so that their social bene¬ 
fit cost ratio is maximised and 
they become an integrated part 
of the Slate and National High¬ 
ways system is being examined. 

Employment Potential 

Road building is also being 
encouraged because it provides 
employment to the people of 
the region where road making 
activity is undertaken. A study 
by the National Council of 
Applied Economic Research 
has highlighted the high em¬ 
ployment potential of invest¬ 
ment in roads. For hn invest- 
menl of Rs I crorc, a poten¬ 
tial of employment of the 
order of 5200 man years is 
created in the road construction 
in the Central sector. This 
potential is 6500 man years per 
crore of rupees spent on roads 
in the State sector. As the 
outlay in State sector is jnore 
than twice the Central sector 
programme, iSiis is expected to 
lead to increased employment 
in rural and semi-urban areas, 
where State sector activity 
takes place in making of roads. 
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Aviation in Hot Water 

I 


T.C.A. Srinivasa-Raghavan 


Though thtrc is Utile scope for tightening the helt^ the author 
suggests some ways by which the two airlines can reduce costs 
without affecting efficiency or reducing scrvicis. 


Am-lNDiA and Indian Airlines, 
the two most glamorous public 
sector undertakings have been 
running into heavy weather 
^lately. Thanks to the massive 
increases in the cost of avia¬ 
tion fuel, during 1979-80 the 
two corporations have incur¬ 
red losses running into several 
crores. In an environment 
of rising costs and falling re¬ 
venues, the one consolation 
that they can perhaps draw is 
that all airlines in the world 
have been similarly afflicted. 

The economics of aviation 
are simple: fly as many passen- 
Jl gers as your capacity permits 
at the least possible cost. How¬ 
ever, revenue maximisation 
and cost minimisation are not 
easily achieved. As far as Air- 
India is concerned, it has to 
face (often cut-throat) com¬ 
petition from other interna¬ 
tional airlines, some of which 
arc not bound by the lATA 
fare structures (Indian Airlines 
is somewhat more fortunate in 
that it is a monopoly). But 
operating costs are a difl'erent 
^ kettle of fish altogether being 
'.determined by factors largely 
beyond the airlines’ control. 
In other words, the degree of 
freedom that an airline has is 
circumscribed by a variety of 
factors and is limited to in¬ 
creasing operational efficiency. 

It is here that Air-lndia 
and Indian Airlines come a- 
cropper. Indian Airlines being 
a monopoly, does not 
lose on passenger revenue 
^in consequence of its ineffi- 
'ciency. But such inefficiency 
does add to its costs. For 


example, if inefficiency in main¬ 
tenance leads to sub-optimal 
use of the aircraft, it results 
in loss of revenue as well 
as incurring avoidable costs. 
Efficiency, however, is well 
within the control of the two 
airlines and if they wish to im¬ 
prove their financial perfor¬ 
mance, they will have to do 
something about it. The ques¬ 
tion is what ? 

Improved operational effi¬ 
ciency is not merely a question 
of sticking to the time-table 
(important though it is) but 
also of devising means to re¬ 
duce variable costs. Here is 
an example. Given that the 
immediate need is to reduce the 
fuel bill and given that it 
should not be done by flying 
fewer hours, the obvious ans¬ 
wer is to consume less fuel 
while flying as much as pos¬ 
sible. This can be done by in¬ 
stalling more fuel-cfticicrU en¬ 
gines but that must wait till 
such engines become available. 
Alternatively, it can be done 
by. amongst other things such 
as better maintenance, adopt¬ 
ing a different flying technique. 
Lest this sound fatuous, it is 
useful to illustrate. Experts 
of the Boeing Company feel 
that by optimising the cruising 
height and schedule of 737 air¬ 
craft, a six per cent saving can 
be achieved in fuel consump¬ 
tion. Indian Airlines which 
uses this type of aircraft esti¬ 
mates that it can save up to 
Rs 1,078 crores even if the 
reduction is half of Boeing’s 
claim. This is just one instance. 

Fuel economy can be achiev¬ 


ed by devising appropriate 
climb and descent procedures, 
holding and let down patterns 
and proper loading of the air¬ 
craft. (In this context, it is 
amusing and instructive to 
learn that the JAL plans to 
reduce the weight of the maga¬ 
zines it carries on board, not 
by cutting the number of jour¬ 
nals but by buying special edi¬ 
tions which use thinner paper. 
In this way, it hopes to save 
around S5 million.) Indian Air¬ 
lines, it is reported, is also 
thinking in terms of using re¬ 
duced thrust at take-off. but 
that ought to be left to the 
pilot of the craft who would 
probably know best. These 
are only illustrative of the 
general point that variable 
costs can be reduced by me¬ 
thods that are totally internal 
to the corporations. How vital 
it is to reduce fuel costs be¬ 
comes evident when it is seen 
that they account for nearly 35 
per cent of total operating 
expenses, having increased by 
134 per cent since March 1979. 

Another area where the air¬ 
lines could reduce costs is that 
of staff expenses. In Indian 
Airlines, for 1979-80 these ac¬ 
counted for 22.8 per cent of 
total operating expenses. Sure¬ 
ly there are venues here where 
a cost-reduction could be 
effected. An intriguing entry 
is ‘other expenses’ which were 
as high as 20 per cent. Being 
‘other* expenses, these too 
could be reduced. Air- 
lndia too could profitably re¬ 
duce its staff costs by rationa¬ 
lising its foreign offices. Its 
Chairman had said he would 
do something but nothing has 
been heard about it. 

Cost reduction, however, is 
only one side of the coin. The 
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other side is fare increases,.; 
Indian Airlines at any rate ^ 
should have no hesitation in!' 
going for a substantial hike in/ 
its fares. The demand is quitei 
inelastic, constituting as it does.: 
of Government and company; 
employees. In any case, it ii , 
a monopoly and can do pretty ; 
much as it pleases. 

Fare increases for Air-lndia 
would not be so easy because;; 
it has to compete in a market 
where everybody is cuttiogl 
fares. What ii needs to do- 
possibly is to reduce fares but'; 
operate more flights on th© .- 
high density routes, particu-"^ 
larly the London-New York/ 
sector. This may be easier said 
than done but doesn’t the 
management exist for solving 
precisely such problems ? ; 

However, there is a floor, ^ 
beyond which costs cannot be 
reduced without curtailing fly-* 
ing operations, at least in the 
short-run. Jn a situation where 
costs continue to rise there can' 
be no substitute for fuller 
capacity utilisation at higher 
fares. Two things vitiate against 
this in the foreseeable future.. 
One is the fall in trafiic which 
in turn leads to lower capacity 
utilisation. The other is the- 
consequence of this fall on 
fares which are reduced to 
attract passengers. This ap¬ 
plies to Air-lndia rather more* 
forcefully than to Indian Air*: 
lines which docs not have 
face competition. 

Eventually, even with maxi-' 
mum operational efficiency^/, 
unless the volume of traffidl 
goes up, Air-lndia will have a 
difficult time. For Indian Air*' 
lines, there is really no excuse,.. 
If a monopoly can’t make a 
profit, who can ? 
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YOUR Partner to Success. 


The Revolutionary Web offset 
Press from G.D.R. 

ZIRKON66-m 



The zirkon 66 111 is a further developed 
press incorporating the experiences of 
the zirkon 66-11 and at the same time 
meeting the requirements for 
maximum printing speeds and fold variants. 

Out of a system of units and additional 
devices being weli adjusted to each 
other, a number of machine variants can 
be configurated, which is characterized 
by outstanding product quaiity and 
high efficiency. 

Basing on long-term experiences in 
web offset press building a new generation 
of the "zirkon** has been Greeted, whose 
main properties are dynamic baiance. exact 
web guidance, constant web tension and 
brilliant dot reproductioru 


OUR AGtNT IN INCiA: 

MANUBHAI SONS Cr CO. 

Manu Mansion, 16, Bhagatsingh Roait 
Bombay 400 001 

Branches: MADRAS • CALCUTTA e 
DELHI • HYDERABAD • BHAVNAGAft 
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AuMenhanotflsgeasllacheft mbH 
108 Ber'in. MohrvnstraMU 63164 
Cmrmar Oamecriitic Republic 


. Ttio zirkon forte 660 
ia used for printing: ■ Promotionel god 
commercial literetuure ■ MaoealfUia 
■ Pariodieele 


, Technical Oetaile: RO 66-111 
Running speed max* ^.000 

Web width (mm) 660 

Priming width (mm) 640 

Cut-off length (nun) 462 

Printing length (mm) 435 
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New Thrust in Civil Aviation 


G. R. Kathpaila 


Some major steps in the field of civil aviation taken in 1980 
were the modernization of navigational facilities, planning for the 
third level operations in the north-eastern part of the country, 
and increase in carf^o facilities at some airports. According to the 
author, who is Director General, Civil Aviation, steps were 
taken to conserve aviation fuel by restructuring air routes. To 
provide navigational and communication aids according to inter¬ 
national standards, calibration of infrastructure was carried out 
extensively at most of the important airports. 


Civil Aviaiion is a sophisti¬ 
cated and a progressive trans¬ 
port industry in the world. In 
the modern age, aviation pro¬ 
motes national economy, tour¬ 
ism, international relations 

I and communication. In India, 
air transport Jinks the far cor¬ 
ners of the country, provides 
quick means of transportation 
between important towns and 
industrial centres, helps in ex¬ 
port and import of goods, and 
promotes national integration. 
Modern airports are centres 
of international trade and com¬ 
merce. Particularly with the 
advent of big jet operations 
since 1970's, aviation has as¬ 
sumed the role of mass air 
transportation in the world. 

^ In India, the statistics show 
that between 1975 to 1980, the 
domestic passenger traific in¬ 
creased from 37 lakhs to about 
57 lakhs, international traffic 
from 17 lakhs to 35 lakhs, do¬ 
mestic freight from 28,000 
tonnes to 55,000 tonnes, and 
international freight from 
68,000 tonnes to 1,36,000 ton¬ 
nes. 

The Civil Aviation Depart¬ 
ment has the overall responsi¬ 
bility for the administration of 
all aspects of civil aviation in 
India. This includes technical, 


economic, legal and opera¬ 
tional aspects of civil aviation, 
and the responsibility for the 
maintenance of all aerodromes, 
other than the four interna¬ 
tional a irpoi Is (where the de¬ 
partment provides air traffic 
operations and communication 
services for aircraft opera¬ 
tions), and the en route infra¬ 
structure needed for the opera¬ 
tion of civil aviation. 

Some of the more impor¬ 
tant national activities of the 
department relate to the ad¬ 
ministration and making of 
civil aviation laws and regula¬ 
tions; enforcement of air 
traffic regulations ; ensuring 
air safety ; air worthiness of 
aircraft ; licensing of pilots, 
engineers, navigators ; certifi¬ 
cation of indigenous designs of 
aircraft and equipment; main¬ 
tenance of aerodromes and 
runways; providing modern 
electronic and other opera¬ 
tional equipment needed for 
aircraft operations; providing 
air traffic services at aero¬ 
dromes and cn route airways 
and in the entire air space in 
India and in the adjoining 
areas; ensuring adequate train¬ 
ing standards and checking 
the competency of all air crew, 
engineering and other techni¬ 


cal staff in airlines ; investiga¬ 
tion of all incidents and acci¬ 
dents in civil aviation; keep¬ 
ing liaison with ICAO and 
participating in the global 
exchange of information and 
decision-making in civil avia¬ 
tion policies; providing secu¬ 
rity and safety of aircraft ope¬ 
rations particularly measures 
for anti-hijacking purposes at 
international airports; and 
providing air traffic services 
and communication and navi¬ 
gational aids for the landing 
and taking off of aircraft. 

The department has, there¬ 
fore, an important contribu¬ 
tion for developing national 
economy, for providing air 
transportation, and for the 
maintenance of law and order 
in the national air space. It 
has also an important role for 
the country's participation in 
aviation relations with other 
countries through bilateral 
agreements and through the 
ICAO for formulating global 
aviation policies of common 
interest. 

Modernisation Programme 

In 1980, the department 
made progress in three major 
spheres of civil aviation in the 
country. First, steps were 
taken to modernise the entire 
infrastructure of civil aviation 
facilities in India. This includ¬ 
ed expansion programme of 
aerodromes and modernisation 
of navigational facilities need¬ 
ed by modern international 
and national aircraft opera¬ 
tions. Second, work was under¬ 
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taken to streamline the opera* 
tional efficiency and decision* 
making, and decentralise the 
powers of the administration 
of civil aviation at major aii>* 
ports, which include the re¬ 
quirements of air traffic ope¬ 
rations at the four interna¬ 
tional airports in the country^ 
Third, steps were taken to im¬ 
prove the regulatory and the 
monitoring functions of the 
department. 

Major Stops 

The other major steps taken 
by the department in confor¬ 
mity with the national policies 
were : (a) planning for the third 
level operations on the north* 
eastern part of India ; (b) im¬ 
provements at airports which 
attract international tourists 
traffic to boost tourism in the 
country ; (c) providing night 
landing facilities at some of 
the major airports so that air 
traffic operations can continue 
day and night ; (d) increase 
in cargo facilities at some of 
the airports which would boost 
exports and imports in the 
country; and (c) participation 
in International Civil Aviation 
Organisation Assembly Session 
wherein India was reelected as 
a member to the Council of 
ICAO and thereby sharing in 
the global decision-making ott 
aviation policies. 

Under the Sixth Fvc-Yeat 
Plan, the Department of Civil 
Aviation has drawn national 
objectives for the improvement 
of entire infrastructure of Civil 
aviation at a total cost of 
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|fts ISOcrores. This amount is 
[;!being spent for the expansion 
i*of runways and taxi ways, ap- 
vTOns, terminal building etc., 
^'and replacement and addition 
of communication and navi- 
« gational aids which at places 
' is quite old. Out of this ex- 
t'f;penditure, Rs 42 crorcs arc 
|;,i}cing spent for works at the 
aerodromes, Rs 72 crorcs for 
f: modernising aeronautical ser- 
J; vices, Rs 26 crores for improv- 
l! ing the entire safety and fire 
^sighting services at airports, 
|Rs 5 crorcs for improvement 
(in the training programmes, 
^'Rs 1 crore for research and 
'.development works for aero- 
[.nautics in the country, and 
l;Rs 2.6 crores for improvement 
[ in the staff amenities such as 
[housing and school facilities at 
jVarious airports. 

I; To meet the above national 
^programme, nearly Rs 20 

r ■ 

f,- 


crores have been spent in 1980 
for the development of various 
airports within the country. 

Trivandrum airport has been 
upgraded for the purpose of 
jet operations by Air-lndia 
and Indian Airlines in a re¬ 
cord time of a few months 
only. Earlier, only small size 
aircraft were being operated 
on this airport. New jet ser¬ 
vices by Air-lndia were intro¬ 
duced from this airport to the 
gulf countries. This was a major 
step towards the attraction 
of tourist traffic to the coun¬ 
try and improvement of trade 
and commerce. Similarly, a 
new terminal building was 
opened at the Srinagar airport, 
another tourist centre in the 
country. Major improvements 
are under way at Ahmedabad, 
Patna, Agartala and Bhubane¬ 
shwar. The Amritsar air¬ 
port is likely to be developed 


for big jet operatiottSi. Air- 
lndia has plans to provide a 
direct flight from Amritsar to 
Europe. There are also plans 
to build new airports at Cali¬ 
cut and Port Blair. The ex¬ 
penditure for all these three 
projects is likely to be of the 
order of Rs 25-26 crores. 

For more efficient ilre-fight- 
ing at airports, 21 crash fire 
tenders have been recently im¬ 
ported for use at major air¬ 
ports in the country. More¬ 
over, indigenous design of 
crash Are-tenders has been 
developed and some units 
have already been put 
into operation. Six fire sta¬ 
tions were modernised and 
re-designed and link roads 
proveded at the airports at 
Jaipur, Patna, Varanasi, Gau- 
hati, Imphal and Bangalore. 

To improve facilitation and 


air safety 42 doorfrao^d metal 
detectors have been purchased 
and some of them installed at 
important airports. Some 
X-ray baggage inspection sys¬ 
tems have also been imported 
to provide for quicker and 
better inspection of passenger 
baggage and 32 such units are 
being purchased through the 
Electronics Corporation of 
India Limited, Hyderabad. 

New communication and 
radio navigation equipment 
was imported during 1980 at 
a cost of Rs 10.7 crores. Or¬ 
ders for further imports of 
equipment worth Rs 5.5 crores 
have al.so been placed. Besi¬ 
des, indigenous cquipir ent was 
made by the electronics indus¬ 
tries in the country. As a 
result, night landing facilities 
were provided at some of the 
important airports like Gau- 
hati, Trivandrum, Lucknow, 
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Bliaviiagar» Patna* Bhulamh* 
ivar and Bangalore. 

To provide navigational 
and communication aids fully 
operational according to in¬ 
ternational standards, calib¬ 
ration of this infrastructure 
was carried out extensively at 
most of the important airports. 
For the purpose of calibra¬ 
tion, two Avro aircraft were 
acquired at a cost of Rs 3 
croresand the latest ground 
laboratory equipment costing 
Rs 1.3 crores and flight equip¬ 
ment for calibration costing 
Rs 1 crore is being purchased. 
This was a further step in 
updating the infrastructure in 
the country. 

Latest Equipment 

Among the measures taken 
for improvement in air safety, 
the department has placed or¬ 
ders for the latest design of 
flight data recorder read out 
and voice recorder read out. 
Moreover air safety comput¬ 
ers have been imported to 
improve accident investigation. 
In the field of research and 
development, the latest design 
of glider, Ardhia, was deve¬ 
loped at the department’s re¬ 
search centre, for which the 
Ministry of Defence is also 
showing interest. 

As stated earlier, the depart¬ 
ment has undertaken the long- 
awaited programme of moder¬ 
nising and streamlining the 
operational functioning at 
major airports in the country 
including the four internation¬ 
al airports where the Depart¬ 
ment direc s all air traffic 
operations, national and 
international. The first phase 
of this stalf improvement 
scheme, necessitated because 
of the tremendous increase in 
the volume and nature of 
work in the couutiy, has been 
implemented. The second 
phase is in the process of im- 


ptementation. As a consequ¬ 
ence, new posts of 15 direc¬ 
tors, 22 deputy directors, 73 
Group ‘A* officers, 516 posts 
of Group and 122 posts of 
Group ‘D’ have been created. 

A Naw DIraetion 

These posts would undoub¬ 
tedly give new direction to 
the operational administration 
and would decentralise deci¬ 
sion-making. It would also 
improve efficiency and morals 
of the staff concerned. Some 
of the posts of directors have 
been created to streamline 
and direct international and 
national operations at inter¬ 
national airports in the coun¬ 
try. This revised staff struc¬ 
ture will provide a high degree 
of coordination and coopera¬ 
tion with other users of civil 
aviation facilities at these air¬ 
ports such as lAAI, national 
and international airlines, 
national industrial enterprises, 
and the defence services. 

This modernisation scheme 
of the staff structure has been 
taken with a view to bringing 
decision-making at par with 
international standards. The 
department has also made 
proposals to upgrade the four 
posts of regional directors to 
the level of deputy directors- 
general investing them with 
greater powers and responsi¬ 
bilities. This step is intended 
to decentralise decision-making 
powers and improve efficiency. 
The proposal is being consid¬ 
ered for implementation by 
the Government. 

It may be recalled that the 
global aviation industry under¬ 
goes drastic changes every 
5 to 7 years because of the 
changes in aviation technology 
and design of aircraft. Glo¬ 
bal aviation has witnessed 
these changes in successive 
phases from DC3 to Super 
Consellation, Boeing 707, and 
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to the modern Jumbo jets. 
Each design brings with it 
changes in operation of air¬ 
craft necessitating expansion 
of airports and aero¬ 
dromes as well as new 
kind of navigational and 
communication aids required 
for safety and operational pur¬ 
poses. No country can afford 
to lag behind in providing these 
latest standards. Aviation is 
a competitive business. There¬ 
fore, the department has to 
keep a constant watch on in¬ 
ternational developments in 
respect of navigational and 
communication aids, air-tralfic 
service operations, air safety 
and inspection procedures. 
Indeed, the department has 
acquired technical expertise 
in various fields of civil aviaion 
and provides experts under the 
UNDP programme to coun¬ 
tries in Africa, West Asia 
and South East Asia. 

As a follow up to the Govern¬ 


ment’s policy to commence'. 
Third Level Operations in the j. 
north-eastern region which/' 
would further improve com-i 
munications and economy in 
that region, the department; 
had made plans to spend] 
Rs 30 crores to construct 141 
aerodromes there. Some 
these are to be extended and ^ 
further developed and some!|; 
are to be developed afreslu;; 
To develop and provide ; 
frastructurc for these aero- 
dromes is, therefore, a chal« 
lenging work for thedepart*^ 
ment. The work involves^*: 
survey of these aerodromes^' 
and strengthening and extend* 
sion of runways and taxiways.’f 
Besides, new terminal facilitie^lj 
or passengers and cargo are! 
to be provided at some of. 
these airports to make them^ 
fit for Third Level Opera^^: 
tions. 1 

In 1980, India participated 
in the ICAO Assembly Session 
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HAND BOOK OF NATURAL 
RUBBER PRODUCTION 
IN INDIA 


This volume released in Nov-1980 by Dr. MS 
Swaminathan in commemoration of the Silver Jubilee 
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when the delegation was led 
by Mr A.P. Sharma, the Mini¬ 
ster of Tourism and Civil 
Aviation. India was re-elect¬ 
ed to the membership of the 
Council of ICAO which is an 
important executive organ of 
this organisation responsible 
for global decision-making on 
aviation policies. The Assem¬ 
bly session discussed some of 
the important problems of 
aviation, including the outlook 
for air transport operations, 
the problem of fares and 
freight rates, the future avai¬ 
lability of aviation fuel, and 
the activities and policies of 
technical assistance under 
UNDP programme. 

Geographically, India is an 
important region for global 
aviation as it provides aviation 
infrastructure for global avia¬ 
tion along some of the most 
important air routes connect¬ 
ing cast to west and vice ver¬ 


sa. India, therefore, makes 
a large contribution to the 
development and progress of 
aviation in the world. Some 
of these air routes connect 
Europe to Asia, West Asia 
to South-East Asia and Asia, 
Arab countries to South-East 
Asia, and so on. India has 
always taken leadership in 
developing international co¬ 
operation in avaition matters. 
This includes cooperative 
measures for providing avia¬ 
tion facilities and in-flight in¬ 
formation regions which in¬ 
clude large air spaces beyond 
our geographical borders and 
where, according to interna¬ 
tional arrangements, India 
provides air traffic and flight 
information services over high 
seas to global aviation. Among 
other cooperative measures 
for global aviation, India 
trained about 30 foreign na¬ 
tionals from African and Arab 
countries under the UNDP 


plan in the year 1980. 

In the year 1980, steps 
were taken to conserve fuel. 
Some of our air routes were 
restructured to provide for 
fuel economy resulting in 
saving of 120 nautical miles 
of distance. The department 
is alert to the energy 
problem and is finding all 
ways and means to reduce fuel 
consumption by Indian Air¬ 
lines, Air-India and other air¬ 
lines. Schedules are checked 
to avoid delays at airports. 
Air traffic operations are care¬ 
fully planned to reduce delay 
for arriving and departing air¬ 
craft. A number of aircraft 
landing procedures have been 
replanned conserve fuel 
economy. 

In the year 1980, the Depart¬ 
ment of Civil Aviation has 
made some new break-thro- 
ughts in modernising aviation 
infrastructure and in stream¬ 


lining the operational require* 
ments in the country. By these 
measures, it strives to contri¬ 
bute to the progress of civil 
aviation in India. The depart¬ 
ment looks forward to the 
future growth of civil aviation 
and the completion of objec¬ 
tives of the Sixth Five-Year 
Plan. The major thrust of the 
departmental policies is to 
promote economic develop¬ 
ment through airports, by 
providing better facilities for 
passengers and cargo handling, 
by developing airports involv¬ 
ed in tourism activities, by 
providing adequate naviga¬ 
tional and air traffic control 
facilities needed by interna¬ 
tional and national aircraft, 
and by developing policies 
which provide international 
cooperation in aviation mat¬ 
ters. The Department will 
continue to strive towards pro¬ 
gress of aviation in the years 
ahead. 
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Machine Tools: Steady Growth 

Hardev Singh 


The continued rise in production of machine tools can be easily 
explained by the rise in demand in domestic as well as export 
markets. The turnover which crossed Rs 170 crores in 1980 
is expected to be Rs 280 crores by 1989-90^ which looks to be a 
fairly realistic target. 


Progress in the field of ma¬ 
chine tools has been fairly en¬ 
couraging during the year 
1980, though there are ob¬ 
vious gaps in the area of spe¬ 
cialised machine tools. The 
output of machine tools cross¬ 
ed Rs 170 crores during 1980 
and nearly 40 per cent of the 
output was accounted for by 
the Hindustan Machine Tools 
which is the largest producer 
in the country. The private 
sector, however, did not lag 
behind and did quite well. 

The continued rise in produc¬ 
tion is obviously explained by 
the accelerating domestic and 
export demand for machine 
tools. The indigenous pro¬ 
duction covers a wide range 
of machinery including special 
purpose machines with unit 
head construction and also 
numerically controlled ma¬ 
chines. 

The projected production for 
1982-83 has been valued at 
Rs 190 crores, for 1983-84 at 
Rs 215 crores and for 1989-90 
at Rs 280 crores. These targets 
look fairly realistic in view of 
the continued progress achiev¬ 
ed by this industry. 

There is still a wide range 
of machine tools which are 
not yet manufactured indige¬ 
nously and have been indicat- 
; led on page 277. At present the 
; import of such machines is 
\ unavoidable and machines 


worth Rs 40 crores were im¬ 
ported last year. But gradu¬ 
ally the gap is being filled. 

Machine tool manufacturers 
are being encouraged to mo¬ 
dernise their units and take 
up a programme of replace¬ 
ment of old machines for 
which credit facilities on soft 
terms from IDBl as well as 
foreign exchange facilities 
under the Technical Develop¬ 
ment Fund are available. 
Existing units both in the me¬ 
dium and large scale sectors 
will be encouraged to take up 
programme for updating their 
product range. Facilities avail¬ 
able at the Central Machine 
Tool Institute, Bangalore, for 
new design prototype testing, 
computer aided optimisation 
of structures of machine tools 
and production engineering 
services can be utilised. Where- 
ever appropriate. Government 
would extend liberal facilities 
like import of prototype etc. 
With a view to making existing 
products conform to changing 
requirements, facilities under 
the liberalised procedure for 
import of drawings and de¬ 
signs could be availed of for 
up-dating the existing designs, 
for developing new products 
as well as for generation of 
exports. 

With regard to machine tools 
other than metal cutting and 
metal forging, hydraulic and 


pneumatic control equipment 
has a fair scope for expansion. 
The present installed capacity 
of hydraulic equipment is 
Rs 18 crores. Considering the 
pattern of demand potential 
and the capacity already ap¬ 
proved, there is necessity for 
the creation of capacity for the 
manufacture of hydraulics for 
heavy duty applications like 
earth moving machines, steel 
plant equipment etc. involving 
high systems pressure of above 
250 bar and also accumulator. 
This can economically be taken 
up by existing manufacturers. 

Pneumatic Systeme 

With regard to the pneuma- 
tio equipment, the present pro¬ 
duction and installed capacity 
is Rs 90 lakhs and R^ 120 
lakhs respectively. In addition 
there are a num^r of units in 
the small-scale sector. Taking 
into account the growing re¬ 
quirement of such equipment 
for industrial application, ad¬ 
ditional capacity is being en¬ 
couraged through expansion 
as well as new units not only 
for individual items but for 
the complete pneumatic system 
also. 

Machine tool accessories are 
numerous and are vitally re¬ 
quired for proper utilisation 
of basic machine tools. The 
production of such items has 
been around Rs 20 crores. 
Though specific import statis¬ 
tics are not available it is esti¬ 
mated that accessories valued 
at Rs 8 to 10 crores are being 
imported annually. Creation 
of additional capacity in this 


field by existing manufacturers 
and also by new units is being 
encouraged. 

Portable electric tools have 
an installed capacity of 65,000. _ 
These tools worth Rs 40 lakhs 
approximately, are being ex¬ 
ported presently. Certain gaps 
in the current product range 
are ; (a) Portable tapping ma¬ 
chines; (b) Portable small size 
grinders; (c) Portable saw for 
metal and wood cutting; (d) 
Belt Sanders for wood finishing; 
(e) Portable screw drivers ; 
and (f) “Deprofil” type port¬ 
able flexible shaft high speed 
tools for finishing along , 
with associated accessories and ' 
tools. 

In the field of portable pneu¬ 
matic tools the present install¬ 
ed capacity is 12,000. Addi¬ 
tional capacity likely to mate¬ 
rialise out of the schemes al¬ 
ready sanctioned is 5,000. 
While no precise demand esti¬ 
mate has been made taking 
into account the growing de¬ 
mand for portable pneumatic 
tools, additional capacity 
through expansion of existing ^ 
units as well as new units will 
be encouraged. 

The plastic processing machi¬ 
nery such as injection moulding 
machines, extruders and blow 
moulding machines are being 
manufactured in the country. 
There are four manufacturers 
of injection moulding ma¬ 
chines, two in blow moulding 
machines and one in extruder 
in the organised sector. The 
total licensed capacity covered 
by industrial licences and regis¬ 
tration for injection moulding 
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taachiiKs, Mow moulding ma¬ 
chines and extruders is 
I 500t 110 and 120 per 
annum respectively. There are 
also a large number of manu¬ 
facturers in the small-scale 
sector in all the three categories 
of ma’chines. 


Past export surveys project 
a good export potential for- 
machine tools. The likely 
demand for Indian machine 
tools in the export market is 
in two extreme ranges. There 
is a substantia] demand for 
general purpose machines like 


lathes, radial drills, bench and 
pillar drills, milling machines 
shaping machines, hacksawing 
machines etc. The export po¬ 
tential of this class of machine 
tools by 1982-83 is estimated 
at 6,000 per annum. On 
the other hand there is a grow¬ 


ing requirement for so|Aiiti- 
cated machine tool with pro¬ 
gramme controls. However, 
it would be necessary for the 
indigenous manufacturers to 
take into consideration the, 
current technological trends 
and the requirements of the 


Broad List of Machine Tools which are not in the 

I Turning Machines 

1. High accuracy tool room lathes. 

2. Relieving lathes. 

3. Spinning and flow forming lathes. 

4. Crankshaft lathes. 

5. Camshaft and profile turning lathes. 

II Drilling Machines 

1. Deephole drilling machines. 

Ill Milling Machines 

1. Mute milling machines. 

2. Spline milling/hobbing machines. 

3. Copying/duplicating and profile milling machines ex¬ 
cluding Ram Turret Type with hydro copying attach¬ 
ment. 

4. Die sinking machines. 

5. Longitudinal and circular dividing machines. 

6. High accuracy tool and die milling machines. 

IV Grinding Machines 


Indigenous Manufacturing Programmes at Preset. 

3. Gear rolling machines. ^ 

4. Worm milling machines. 

5. Gear grinding machines. 

6. Gear tooth rounding and chamfering machines. 

7. Gear tooth deboring machines. 

8. Rack shaping and rack milling machines. 

9. Worm grinders. 

10. Gear testing machines—all types. 

11. Gear punnehing presses. 

IX Honing and Polishing Machines 

1. Honing machines—all types. 

2. Superfinishing machines and attachments. 

3. Polishing machines—unit head type. 

X Wire Working Machines 

1. Wire straightening and cutting off machines. 

2. Spring coiling machines. 

3. Wire weaving machines. 


1. High precision tool room cylindrical grinder for 
grinding of gauges. 

2. Slideway grinder 

3. Shear and Knife grinder. 

4. Face and side mill cutter grinder. 

5. Hob grinder 

6. Gear shaper cutter/grindcr. 

7. Thread chaser grinder. 

8. Tap grinder. 

9. Optical profile grinder. 

10. Camshaft grinding machines. 

11. Jig grinders. 

12. Automatic internal and external grinders required for 
rollcr/ball bearing industry. 

V Boring Machines 

1. Jig bore. 

Vr Threading Machines 

1. Thread milling machines. 

2. Thread grinding machines. 

3. Thread whirling machines/attachment. 

Vll Shaping and Slotting Machines 

1. Traversing head type shaping machines. 

2. Hydraulic shaping machines. 

3. Key seating machines. 

Vlll Gear Cutting Generating Finishing and Testing Machines 

1. Spiral and bevel gear generators. 

2. Gear lapping machines. 


XI Hammers and Forging Machines 

1. Double acting counterblow hammers. 

2. Die forging hammers other than conventional electro* 
pneumatic types. 

3. Rotary swaging machines. 

4. Forging rolls. 

5. Heading and upsetting machines—both cold and hot. : 

XII Presses and Sheet Metal Working Machinerv. 

I. Rotary flanging presses. 

XIII Others 

1. Leaf spring manufacturing machines. 

2. Chain making machines. 

3. Machines for the manufacture of needles and pins. ^ 

4. Machines for the manufacture of zip fasteners. 

5. Impact extrusion press for manufacture of collapsible 
tubes. 

6. Specialised machinery required for manufacture of 
nuts and bolts e.g., cold header, nut taper, trimmer, 
reciprocating die type threading and pointing machi¬ 
nes etc. 

XIV Wood Working Machinery. 

1. Specialised machines for plywood industry. 

2. (a) Guillotines 

(b) Peeling machines 

(c) Automatic sanders ^ 

(d) Routers. 
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0 pe(^c markets. Exports 
markets are highly competi¬ 
tive. Quality, delivery schedu¬ 
les and competitive prices are 
important factors. Indigenous 
manufacturers could update 
and incorporate specific featu¬ 
res in their machines to suit 
export markets and undertake 
manufacture of such machines 
for export purposes. 

In the course of its develop- 
iment during the last two deca- 
^ des, the Indian machine tool 
^ industry has gradually deve- 
. loped its own design compe- 
' fence to a large extent and 
many manufacturing units have 
set up their own research and 
development facilities. Govern- 
vment has also established the 
Central MachineTool Institute 
at Bangalore with a view to 
.catering for the requirements 
of machine tool industry for 
conducting research, develop¬ 
ment of designs etc. 


The concept of mass pro¬ 
duction has also witnessed a 
major change because the 
modern consumer is very 
choosy about what he buys. 
More in answer to the diverse 
demands of consumers, mass 
production is quietly giving 
way to large batch production. 
The user industries are de¬ 
manding finer part accuracies, 
tolerances and assembly re* 
quisites to cope with the de¬ 
mand for very high accuracies 
of the end products. The 
demand to replace individual 
machines with multi-function 
machines to reduce production 
time and to assure the high 
accuracy of the machined com¬ 
ponents is responsible for the 
birth of various types of ma¬ 
chining centres. 

The shift from mass produc¬ 
tion to large batch production 
is highlighting the need for 
fast changing production me¬ 
thods. This demands a high 


degree of versatility and flexi¬ 
bility to be designed into the 
machine and the peripherals. 
It is NC first and CNC later 
which are meeting the challen¬ 
ges posed by the manufactur¬ 
ing sector. Numerical control 
is no more an exotic novelty 
but it has come to stay as the 
most important catalyst of 
modern manufacturing con¬ 
cepts. The versatility ofCN, 
CNC and DNC is being con¬ 
stantly improved with the 
enormous changes taking 
place in computer capability. 

Reduction in machining 
time is also being studied in 
the light of possible reductions 
that can be obtained in ope¬ 
ration time, preparation time 
and the various non-cutting 
times. Many new technologies 
have helped to reduce non¬ 
cutting time and even consi¬ 
derably slashed it as a result of 
advances made in the fields of 


control and accurate position¬ 
ing. But it is the operation 
time which is now being at- ^ 
tacked with better tools and 
better design of machines with 
higher speed and power. The 
need to increase mrchining 
accuracy has spurred research 
on a wide front, and investiga¬ 
tions are in progress on static 
accuracy, static rigidity, dyna¬ 
mic rigidity, thermal expan¬ 
sion etc. 

All these advances and the ^ 
realisation that using single 
machines for each machining 
operation is economically not 
feasible have led to the concept 
of combining many machining 
processes in a single machine by 
accommodating several produc¬ 
tivity aids and incorporating 
the latest electronic controls. 
Thus single purpose machines 
are giving way to machining 
centres in the area of metal 
cutting. 
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Consumers Clamour for Cement 

Hardev Singh 


On the basis of eight per cent cunmulative growth in 
lentand the projected requirement of cement for the year 1984^^85 
ffas been placed at 38 million tonnes which entail's an installed 
capacity of 43 mi I lion tonnes^ a target which, according to the 
mthor^ is not difficult of achit.\ement piovided an imaginative 
9olicy is followed in respect of prices. At present however 
there is a public outcry for want of cemtnt because the industry 
*s operating at a low capacity utilisation. 


rNDIVIDUAL consumers of 
;:einciit continued their drive 
to secure as much cement as 
possible but the industry could 
maintain only its previous 
year’s output in 1980. Al¬ 
though additional capacity of 
nearly two millions tonnes 
was added during the year, 
non-availability of required 
coal and power forced the 
industry to operated at a low 
ilevel of capacity utilization. 

After showing a consistently 
■low output of around 1.35 
million tonnes every month 
from February to June, 1980, 
cement output looked up to 
reach 1.62 million tonnes in 
October, 1980. The figure for 
November 1980 has been esti¬ 
mated at 1.55 million 
tonnes, thereby giving an 
estimated output in 1980 of 
18 million tonnes, almost 
the same as that in 1979. It 
may be observed from Table I 
that during the month of 
November 1979 also there was 
ft fall in output to 1.2 million 
tonnes due to shortage of 
^ power. 

I Installed capacity which was 
^around 2.01 million tonnes 
.per month in June, 1980, in- 
^tereased to 2.05 million tonnes 
fin July when the Neemuch unit 
Hof the Cement Corporation of 


India went into production. 
In October 1980 two more 
units went into production. 
They were Akaltara with a 
capacity of 33,000 tonnes per 
month belonging to CC’I and 
Malhar cement factory also 
with a capacity of 33,0('0 
tonnes per month. In other 
words, in October, 1980, ins¬ 
talled capacity reached 2.11 
million tonnes corresponding 
to an annual installed capa¬ 
city of about 24 million tonnes 

During 1980 additional ins> 
tailed capacity was added 
through the expansion at 
Jamul, Wadi and Chanda units 
of ACC. Similarly, the Ariyalur 
unit with in annual capacity of 
250,000 tonnes and Mawluh- 
cherra unit with 100,000 tonnes 
capacity also completed their 
expansion. The Udaipur unit 
with 200,000. tonnes capacity 
has also completed its expan¬ 
sion programme. The Yarragun- 
tala unit of CCI with 400,000 
tonnes capacity and Khrew 
unit belonging to the State 
Government of Jammu and 
Kashmir with an installed 
capacity of 200,000 tonnes 
also are likely to go into pro¬ 
duction shortly. 

It seems there is some truth 
in the claim made by the Union 
Minister of State for Industry, 


Mr Charanjit Chanana, that 
during the next four or fiVc 
years the country will have a 
surplus capacity of cement. 
This emerges from the realistic 
policy of licensing followed in 
this industry. It may be point¬ 
ed out that large industrial 
houses which have sufficient 
technical know-how and 
managerial talent at their 
command have been issued 
letters of intent to the extent 
of 11.57 million tonnes and 
industrial licences to the 
extent of 2.5 million tonnes. 
Licences issued to private 
sector units other than large 
houses are 2.2 million tonnes 
and letters of intent to the 
extent of 2.13 million tonnes. 

I 

Public Sector LicencM 

The Government has also 
issued licences to public sector 
units to the extent of 4.1 mil¬ 
lion tonnes and < letters of 
intent to the extent of 5.1 
million tonnes. If proper 
facilities are offered to the 
new units which are under 
varioiis stages of execution* 
the official policy of bridging, 
the gap of nearly two million. 
tonnes which exists at the 
moment will not be difficult. 
Sepal ate figures for capacity 
utilisation in respect of both 
public sector and private 
sector shown in Table II reveal 
that the public sector units 
under the Cement Corporation 
of India continue to operate 
at a level of 61 per cent utilisa¬ 
tion while public sector units 
with various States operated at 
nearly 60 per cent capacil^y. 


The best performence, of 
course, was shown by the units 
belonging to the ACC which 
generated an output of 58.57 
lakh tonnes from a capacity 
of 69.79 lakh tonnes showing ' 
a capacity utilisation of 84 
per cent. 

Private Sector Output 

Other units in the private 
sector also recorded an out¬ 
put of 104.44 lakh tonnes 
against an installed capacity 
of 132.11 lakh tonnes showing 
a capacity utilisation of 79 
per cent. In other words, 
the public sector units have i 
lagged behind in terms of 
capacity utilisation and here 
the Cement Corporation and 
the Central Government must 
give sufficient attention. 

The cement industry has 
been facing a shortage of coal 
and according to the Cement 
Manufacturers’ Association 
(CMA) nearly 20 units were 
on the verge of closure. The 
coal supply crisis faced by the 
cement industry was reported 
to be due to poor movement , 
of coal by the railways. The 
cement industry’s production 
target of 20 million tonnes 
during 1980 was not achieved 
because coal supply did not 
improve. The industry conti¬ 
nued to operate at a low 
capacity utilisation. Against 
90.2 per cent utili¬ 
sation in 1978 the cement 
industry was able to utilise 
only to the extent of 81.7 per 
cent in 1979. In the first nine 
months of the current calendar 
year the capacity utilisation 
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has been 70.$ per cent. Mr 
N.A. Palkhivala* Chairman of 
I the Associated Cement Com¬ 
panies Ltd, pointed out 
recently that never before was 
capacity utilisation so low 
wUle consumers clamoured 
for supplies. 

Cement is a highly capital in¬ 
tensive industry and erection and 
gestation periods for new plants 
arc fairly long. The returns 
available in such basic industries 
should be sufficient for exist- 
V ing units to expand and attract 
entrepreneurs to venture into it. 

Too little relief and that too 
after considerable delay was 
largely responsible for a per¬ 
sistent lag in supply in the 
face of rising demand. During 
the last decade, cement prices 
have lagged behind the rising 
cost of production. For ins¬ 
tance over a period of four 
years from January 1968 to the 
end of 1972 cement prices 


moved up from Rs 125.55 per 
tonne to Rs 136.81 per tonne, 
showing a rise of eight per cent, 
while wholesale price index 
moved up by more than twice 
during the same period. Jt 
was only in 1973 that the 
price was raised to Rs 151 per 
tonne. Again up to August 
1974 the price remained static, 
although the budget for 1974- 
75 more than doubled the 
excise duty. The first subs¬ 
tantial rise in price was al¬ 
lowed m August 1974 when it 
became obvious that shortages 
of cement would jeopardise 
seriously normal building 
activity in the country. The 
price was raised from Rs 155 
per tonne to Rs 200 per tonne. 
The next meaningful rise 
came only towards the end of 
1978 when it was raised to 
Rs 293 per tonne. The pre¬ 
vailing price of Rs 318*94 per 
tonne was allowed towards 

Ti 


the middle of 1979 and with 
an excise duty of Rs 68.25 
and packing charges of Rs 
63.16 per tonne the total 
price is Rs 450 per tonne. This 
halting price increase has been 
mainly responsible for the 
non-fuliilment of targets of 
production in every Five-Year 
Plan, as stated above. 

The high level committee 
headed by Mr LavraJ Kumar 
had recommended a cement 
price which was biised upon 
the cost structure prevailing 
in July 1978, and on the basis 
of its report the three-tier price 
formula (Rs 185, Rs 205 and 
Rs^ 220 per tonne for low, 
medium and high cost units 
respectively) was brought into 
force from May 3, 1979. 
That committee had fairly re¬ 
commended that adjustments 
in price, to take care of esca¬ 
lations in cost, should be 
worked out every quarter but 
ILb II 


the Goverment decided to ts* 
view the prices only annually. 
Even on the basis of an annual 
review it leaves the hlghev costs 
of many months* production un¬ 
covered. Mr Palkhivala sugges¬ 
ted that the cement industry | 
should have got a price in* 

Table I 

Monthly Output of Cement 


(Lakh tonnes) 



1979 

1980 

January 

16.71 

15.0J 

February 

15.51 

13.05; 

March 

17.39 

15.01 

April 

15.52 

13.72 

May 

15.96 

13.35 

June 

15.42 

13.1& 

July 

15.94 

14.48 

August 

15.01 

16.02 

September 

14.31 

15.21 

October 

14.36 

16.17 

November 

12.42 

15.54 

December 

14.83 


Total 

182.38 



Cement Production (In lakh tonnes) 




1979 



1978 



1977 


Group 

Capacity 

Produc¬ 

tion 

%aee 

Capacity 

Produc¬ 

tion 

%agc 

Capacity 

Produc¬ 

tion 

%ag«> 

Public Sector 

Central (CCI) 

9.80 

5.96 

61 

6.00 

4.52 

75 

6.00 

4.52 

75 

State units 

22.37 

13.41 

60 

18.87 

15.59 

83 

18.87 

14.49 

77 

Total 

32.17 

19.17 

60 

24,87 

20.11 

81 

24.87 

19,01 

76 

Private Sector 

ACC 

69,79 

58.58 

84 

69.79 

63.59 

91 

69.79 

64.86 

93 

Others 

132.11 

101.43 

79 

125.66 

111.56 

89 

120.73 

106.90 

89 

^ Grand Total 

234.07 

179.39 

80 

221.63* 

196.22* 

90 

216.70* 

191.73* 

88 


^Include production of white cement and of mini plants. 


Table III 

Targets and Achievements of Cement Industry 

(All kinds of Cement) (In million tonnes) 


Period 

Year ending 


Capacity 


Production 


Target 

Achievement 

Target 

Achievement 

Pre-Plan 

1950-51 

.. 

3.28 


2.20 

1st Plan 

1955-56 

5.31 

5.02 

4.80 

4.60 

llnd Plan 

1960-61 

16.00 

9.30 

13 00 

7.97 

lllrd Plan 

1965-66 

15.00 

12.00 

13.00 

10.82 

IVth Plan 

1973-74 

Not fixed 

19.76 

18.00 

14.67 

Vth Plan 

1978-79 

24.50 

22.55 

20.80 

19.41 

Vlth Plan 

1982-83 

35.00 


38.00 



Sonroe: Planning Commission 


lAKCxanv 23^ IMt 


281 



lofKs 28.54 per tonne 
Irom May 3, 1980. Instead, 
Government granted an 
increase of only Rs 13.65 per 
ionne. 

On the basis of an eight 
per cent cumulative growth 
in demand, the projected re¬ 
quirement of cement for the 
ending 1984-S5 has been 
—officially estimated at 38 mil¬ 
lion tonnes which corresponds 
an installed capacity of 43 
^aiilHon tonnes. The achievc- 
^^ent of this target may not 
?^|ppear difficult provided an 
’^Oiaginative policy is pursued 
respect of cement prices. 

> While granting additional 
JJ^pacity the Government is 
..^taking the following aspects 
j^lnto account : Utilisation of 
grade limestone after 
^^benefication, especially in de- 
^iti areas, is being encourag- 
Having regard to the fact 
cement has to be trans- 
^ported over long distances, 


proposals for locating dinkei^ 
grinding capacity near the 
centres of demand are also 
being considered. 

There is a saving in coal 
consumption to the extent of 
27 per cent in the dry process 
as compared to the wet pro¬ 
cess. The choice of process is 
also dependent upon other 
factors such as the quality of 
limestone and its availability 
for the adoption of the dry 
process. 

The standard capacity of a 
cement plant has been placed 
at around 1000-1200 tonnes 
per day but in special loca¬ 
tions, depending upon the 
availability of limestone and 
other factors, smaller capacity 
of about 600 tonnes per day is 
also considered feasible. There 
may be some potential for 
export of cement to the neigh¬ 
bouring countries, therefore, 
proposals for large coastal 
plants mainly geared for 


eiq>ort6 are also considered on 
merit. 

Installation of mini cement 
plants, either rotary or shaft 
kiln process, are encouraged 
for locations having small 
deposits of limestone and 
having limited demand. 

Special consideration is also 
given to proposals aimed at 
(i) locating cement capacity 
in deficit areas; (ii) locating 
utilisation of industrial wastes 
like blast furnace slag and fiy 
ash; (iii) rationalisation to 
locations on the basis of split- 
locations, wherever feasible ; 
(iv) reduction in the incidence 
of packing cost by resorting to 
bulk distribution of cement 
and supply of ready concrete 
mixtures : (v) maximisation of 
improvement, conversion from 
wet process to dry process, 
balancing and modernisation. 

Under a scheme of soft 
loans, concessional finance on 


a fairty adequate scale to 
some industries prevent inci¬ 
pient sickness. In the cement 
industry alone, as many as 28 
out of the total of 56 plants 
are reported to be more than 
twenty years old. Initially, 
IDBl planned to advance 
Rs 200 crores per annum at a 
concessional rate of H per 
cent, repayable between 12 
and 15 years to the five in¬ 
dustries. The broad eligibi¬ 
lity criteria for assistance 
adopted by the IDBI in the 
case of cement industry were 
expansion of existing capacity 
to one of an economic or 
viable size, investment con¬ 
nected with conversion from 
wet to dry process, benefici- 
tion of limestone, installation 
or better use of modem min¬ 
ing and transport equipment, 
pre-calcination techniques, 
use of industrial wastes and 
installation of dust collection 
facilities. 
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Planning for Defence 

P. K. S. Namboodiri 


Self-sufficiency is the core of India's defence effort. Yet the 
absence of a long-range plan of action in the field of defence 
industries has been the cause of backlog in indigenisation in 
many fields. On the whole India\s defence effort in the global 
perspective is not disproportionate to the country\^ security 
needs or its resources^ says the author who is associated with the 
Institute of Defence Studies and Analysis. He stresses the fact 
that defence and development are two sides of the same coin 
and cannot he mutually exclusive. 


PuANNiNO FOR [ndia’s defence 
assumed added complexities 
ia 1980 consequent on a num¬ 
ber of developments in and 
around the subcontinent which 
impinged on the country's 
security environment. The 
year saw the overllowing of 
the Soviet power across the 
Oxus liver into the Indian 
sub-continent. The Soviet 
military presence in Afghani¬ 
stan is now in the range of 
100,000 troops. The year also 
witnessed the biggest-ever 
peace-time build up of Western 
navies in the Indian Ocean/ 
Arbian Sea area. Besides the 
destabilising events in South- 
West Asia, tension continued 
in South-East Asia as well. 
The internal security situation 
in India was no less alarming. 

As the year wore on, these 
trends sharpened further. The 
apprehensions of the Defence 
Ministry as expressed in its 
annual report about the 
“emergence of cold war pos¬ 
tures in our neighbourhood” 
have, unfortunately, been pro¬ 
ved prophetic. While the 
world is waiting to see what 
the new US Administration*s 
, moves are going to be, a new 
found of arms race between 


the two mighty power blocs 
has already begun. The cen¬ 
tral theme of these new postu¬ 
res, including plans for deve¬ 
lopment and deployment of 
Rapid Deployment Forces by 
the United States, is notto gain 
an edge over the adversary’s 
military might but to perfect 
the means for intervention in 
Third World situations, with 
particular emphasis on situa¬ 
tions in India's neighbour¬ 
hood. 

It is in this confext that the 
Prime Minister (who signifi¬ 
cantly chose to keep the De¬ 
fence portfolio to herself), 
while outlining the country's 
defence problems, said in Par¬ 
liament in July last that India 
knew from where it had been 
threatened in the past but 
dangers could emerge froni 
other diTcctions also. Allian¬ 
ces and groupings kept chang¬ 
ing, she said, adding that “we 
cannot guess what combina¬ 
tion may confront us in any 
future conflict”. She warned 
that the destabilising develop¬ 
ments in South-East and 
South-West Asia have brought 
the “menace of confrontation” 
closer to India. “The overall 
global security environment as 


well as the security in our 
neighbourhood has deteri¬ 
orated,” she noted with con¬ 
cern. 

It is in this background of 
the unfolding of a new phase 
of global confrontation that 
Indian security has to be plan¬ 
ned. Planning for defence is 
an extremely complicated 
affair, particularly for a large 
country like India. Defence 
planning begins with a certain 
set of assumptions relating to 
the threats the country is 
likely to face in short, medium 
and longer terms. In a fast 
changing political and techno¬ 
logical environment these 
threat perceptions have to be 
continuously updated. This 
calls for a continuum in the 
planning process. 

Lack of Perspective 

In India planning was intro¬ 
duced in defence in 1964 ini¬ 
tially on a five-year basis. 
Later the concept of Tolling 
plan’ was attempted to update 
annually the discreet term 
plans. However, no perspec¬ 
tive plan for a 15 or 20-year 
period was attempted till re¬ 
cently, though the need for it 
has been obvious from the fact 
that it takes nearly that period 
of time for the development 
of a modern weapon system. 

The Defence Ministry now 
appears to have drawn up a 
10-12 year perspective plan. 
For major equipment planning 
the perspective covers a 20-year 
period. This is indeed a major 
step. However, total defence 
planning must include various 
other aspects besides equip¬ 


ment planning, such as force 
structure, training policy and 
plans for greater level of ope¬ 
rational integration among the 
three branches of the defence 
services and between them and 
other security forces like tiia 
Border Secuiity Force, Indo* 
Tibetan Border Police, Coast 
Guard and so on. 

Advanced Technology 

The present plan would 
cover most of the high-techno¬ 
logy heavy equipment like 
missiles of the future, new 
lighter aircraft, tactical trans¬ 
port planes, armed helicopters, 
warships including aircraft 
carriers and submarines, main 
battle tanks (MBT), jet aircraft 
and tank engines and field 
guns. The plan envisages buy¬ 
ing of sophisticated technolo¬ 
gies and weapons which would 
come into service in future, at 
current prices. It would also 
ease the problems created by 
fast obsolescence. 

Self-sudiciency is the core 
of our defence effort. Yet the 
absence of a long-range plan 
of action in the field of de¬ 
fence industries has been the 
cause of backlogs in indigeni¬ 
sation in many fields. For in¬ 
stance, the recommendations 
of the 196S Aeronautics Com¬ 
mittee, which envisaged self- 
reliance in aircraft production,> 
remained unimplementcd. Its 
Chairman, MrC. Subramaniam,' 
has recently stated that if the 
Government had followed up 
the committie’s report, we 
would not have to go in for 
the .laguar. Instead the Hittr 
dustan Aeronautics would have'^ 
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I^eveloped by now India's own 
^ strike aircraft. 

\ Another major difficulty is 
f that no serious effort has so 
; far been made to ensure adc* 
quate coordination between 
: various sectors of the civil and 
military industries. The cur- 
£ rent plan is believed to aim at 
f greater coordination of R & D 
I and production efforts between 
( dvil and defence sectors. The 
x Fiime Minister has complained 
that private industries have 
i not kept up with the pace of 
modernisation. Their failure 
I; to play a supportive role was 
[• said to be one of the reasons 
; why progress towards self- 
[. reliance in defence has not 
i' been fast enough. Absence of 
i long-term contracts by defence 
, consumers was cited as a fac¬ 
tor dampening the enthusiasm 
of private sector. Government 
i is, therefore, considering the 


feasibility of granting assis¬ 
tance to civil industries to 
meet development costs of 
equipment. This will also en¬ 
courage the growth of ancil¬ 
lary industries in civil and de¬ 
fence sectors. Government's 
recognition of this fact is evi¬ 
dent from the following para¬ 
graph contained in the Minis¬ 
try’s annual report : 

**Defence industrial effort 
cannot function as an island 
of high technology without 
interactive relationship with 
the country's civil industry. 
The former has to depend for 
its raw material require¬ 
ments, intermediate products 
and common user components 
on the civil industrial sector. 
Ultimately, the degree of 
indigenisation of our advan¬ 
ced integrated weapon systems 
depend upon the extent to 
which the country produces 


sophisticated steel and other 
alloys, forgings and castings, 
electronic components etc. 
This calls for integrated ap¬ 
proach to industrial planning 
in defence and civil sectors." 

The country’s defence pro¬ 
duction base currently consists 
of 32 ordnance factories and 
9 public sector undertakings. 
They employ 140,000 workers 
and produce stores worth 
Rs 390 crores.* India is one 
of the few countries in the 
world and the only one in the 
developing world which has a 
substantial defence industrial 
base. Yet, defence technolo¬ 
gies are so vastly complex that 
even we “hope to achieve" 
only a “near self-sufficiency", 
according to Government's 
admission, by 1990 ! 

Self-reliance in defence is an 
integral part of independent 

♦Figures relate to J978-79. 


decision making in Internatio¬ 
na] affairs. In fact, Indik’s 
nonaligned status and indepen¬ 
dent judgement on world iMTob- ' 
Jems can be directly traced to 
its fairly sound defence infras¬ 
tructure. The development of 
this sector is thns vital to oqr 
national progress. 

As the Indian defence forces 
enter the Eighties they are 
faced with the problem of fast 
obsolescence. Much of the 

equipment bought in the 
mid-Sixties has become out- . 
dated. The obsolescence cycle 
for weapon systems is 15-20 
years. A major modernisation 
of equipment of the three 

services has thus become as- 
scntial. The modernisation 

programme includes replace¬ 
ment of obsolete aircraft, sub¬ 
marines and other vessels, 

field and mountain guns and 
a variety of related equipment 
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like radars and avionics. 
Facilities at various air and 
naval bases are also to be 
improved. 

A strong R and D base is 
the only answer to such great 
challenges and steps to inten¬ 
sify efforts in this direction 
have to be taken. It was only 
recently that a separate De¬ 
partment for Defence Rese¬ 
arch and Development was 
set up as an independent de¬ 
partment. Technology for a 
‘"new range of missiles, sonars 
for frigates, sonabuoys, a gas 
turbine engine (GTX), are said 
to be under development. To 
augment thc^e efforts the 
present meagre allocation for 
R and D has to be stepped up, 
particularly in view of the 
fact that the defence R and D 
has already developed new 
items valued at Rs 280 crores. 

In the airforce most planes 
are 20-30 years old. Even 
MiG-2], which is the main¬ 
stay of lAF, is of early ’60s, 
though considerable modifica¬ 
tions have been incorporated. 
Beginning with the Jaguar 
deal, lAF has started the 
modernisation process. While 
Jaguar will replace the aged 
Canberras and Hunters, Sea 
Harriers will replace the naval 
planes Skyhawks, on board 
the aircraft carrier, Vikrant. 

Tactical Support 

The much celebrated 
^ Gnats are being phased 
out too. Similarly Su-7 Suk¬ 
hois and hF-24 Maruts which 
constitute the tactical support 
squadrons are being replaced 
by a ground attack version of 
MiG-23B. They are expected 
to be in service till 1990s. By 
then India will have its own 
tactical support planes. The 
old transport planes like 
HS-748 Avro and even AN-12 
have to be replaced some time 
by 1982-83 either by a dome¬ 
stic version called HPT-32 or 


by import of AN-32 from the 
Soviet Union. 

In the navy, four more sub¬ 
marines specially suited to tro¬ 
pical waters bought from West 
Germany are being added to 
the eight Soviet F-class subma¬ 
rines already in existence. The 
FRG firm HDW is to provide 
armament and pressure hull 
technology for future manu¬ 
facture at Mazagon Docks. 
Soviet Kashin class destroyers 
and other vessels are also be¬ 
ing procured, while indigenous 
dcvelopnient of a new class 
of frigates is under way. 
Naval aviation is being streng¬ 
thened by adding three planes 
to the already existing 3 11-38 
maritime reconnaissance air¬ 
craft. A new class of ship-to- 
ship missiles are to enter ser¬ 
vice soon. 

Emphasis on Firepower 

In the army modernisation, 
emphasis is on fire power and 
mobility by increasing the 
teeth-to-tail ratio. To suit 
new concepts in infantry war¬ 
fare, armoured personnel car¬ 
riers have to be gradually 
phased out and replaced by 
what is called the Infantry 
Combat Vehicles (ICVs). As 
for tank, India’s own MBT 
prototype will be available for 
trials by the end of 1981. The 
indigenous production of 
84mm Carl Gustaf anti-tank 
weapons has begun. A new 
mountain gun and field gun 
are expected to enter service 
in the near future. Decision 
on an army aviation corps is 
also due. 

A major gap in Indian de¬ 
fence policy is the absence of 
a well-explained posture ag¬ 
ainst nuclear threats. One of 
India’s adversaries, China, is 
already a major nuclear wea¬ 
pon power. Another, Pakistan, 
is well on its way to become 
one. There is a nuclear cle¬ 


ment in the threat from the 
seas also. A credible defence 
posture of a regional power 
like India has to take into 
account the possible responses 
to these challenges. 

India has today the third lar¬ 
gest standing army in the world, 
fourth target airforce and 
tenth largest naval fleet. The 
country spends $4.4 billion a 
year on defence. Yet, its world 
ranking in terms of absolute 
defence spending is fourteenth. 
Countries like South Korea and 
the Nether ands spend on de¬ 
fence as much as India does ; 
Japan spends double; China, 
13 times; Soviet Union and 
the Ui ited States 30 times 
that of Indian spending. 

As a percentage of GNP, at 
least 16 countries spend more 
than the 3.9 percent of India’s 
current spending. In terms 
of per capita defence expend- 
ture, out of the 64 countries 
listed in the Military Balance^ 
published by the International 
Institute of Strategic Studies 
(London), India’s is the lowest 
at $7. China (whose population 
is above 1000 million com¬ 
pared to India’s 650 million) 
has a per capita defence 
spending 8 times more than 
that of India, or around 
$56 in 1980, As percentage of 
Central Budget, India’s defence 
expenditure is 22 percent, 
while Pakistan’s is 45 per cent. 


The above global perspective 
is outlined to make the point ^ 
that Indian defence effort is 
not disproportionate to thc ^ 
country’s security needs or its;; 
resources. The familiar ‘breads 
vs guns’ argument is still^ 
heard in some quarters. Se-;| 
veral empirical studies havg.^ 
shown that this is a simplistic i 
approach. Defence and de^ ' 
velopment are two sides of the y 
same coio. They arc not mu- ' 
lually exclusive. In fact, they^ 
reinforce each other. Other-;i 
wise, what can explain the - 
fact that a country like Swit- " 
zerland, which faces no secu- ( 
rity threat whatsoever spendsi 
as much as $ 1,832 million on: 
defence ? It is something like-; 
40 per cent of what India r 
spends cn defence. Swiss also 
enjoy me the highest per- . 
capita incomes. 

Pcfence planning ought 
to be considered as a part of 
the overall national planning.: 
National security planning, ! 
economic development plann- ■ 
ing and planning for science ^ 
and technology have to be in¬ 
tegrated to ensure fruitful 
cooidination and to avoid 
overlapping. Conventional 
wisdom which seeks to com¬ 
partmentalise national deve¬ 
lopment is the main stumbling 
block in evolving such an in- i 
tegrated approach. 
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There's only one effective way to take disease out of 
water without chlorination and boiling. 



STAR-ULTRAPURE WATER PURIFIER 


The new Star-Ultrapure Water Purification System has 
been designed and developed by Star in collaboration 
with Ultra Dynamics Corporation U.S.A.—the world 
leaders in water purification systems. 

The system uses high intensity ultra-violet rays to 
destroy micro-organisms and purify water without 
changing its colour odour, taste or other properties. 


Purification is instant and continuous. The design 
permits maximum output and is available in different 
purifying capacities (400 to 36.000 litres per hour). 
Convenient size provides space economy 
The Star-Ultrapure Water Purification System offers 
low cost installation and maintenance with low power 
consumption. Spare parts are available indigenously. 
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A Statistical Profile 


National Income 


Growth of Indian NatiiAial Prodoct: 1948-49 to 1979-80 

(Aggregate and Per Capita : Gross and NeO 
(At Current and Constant 1970-71 Prices) 


Pcriod/Plan^Year 


Gross National 
Product (GNP) 
at Factor Cost 
(Rs. croies) 


Net National Product Estimated 
at Factor Cost Popuia- 
( National Income) lion 
(Rs. crorcs) (Million) 


At At At At 

Current IQ70-7I Current 1970-71 

Prices Prices Prices Prices 


Per Capita GNP 
(Rupees) 


At At 

Current 1970-71 

Prices Prices 


Per Capita Income 
(Rupees) 


At At 

Current 1970-71 

Prices Prices 


Post-Independence 

1948-49 

Pre-Plan 

1949- 50 

1950- 51 

First Plan 

1951-52 


1952-53 

Second Plan 

1953- 54 

1954- 55 

1955- 56 

1956- 57 

Third Plan 

1957- 58 

1958- 59 

1959- 60 

1960- 61 

1961- 62 

Annual Plans 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

1966- 67 

Fourth Plan 

1967- 68 

1968- 69 

1969- 70 

Fifth Plan 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 

Base Year for 
the Sixth Plan 

1975- 76 

1976- 77 

1977- 78 

1978- 79(Q) 

1979- 80(E) 


9J57 

17,469 

8,833 

9,515 

17,841 

9,156 

9,324 

18,483 

8,935 

9,993 

19,660 

9,601 

9,174 

20,190 

8,745 

9,720 

20,854 

9,272 

11,209 

21,988 

10,723 

11,237 

21,593 

10,701 

12,650 

23,413 

12,023 

13,090 

23,802 

12,429 

13,999 

25,424 

13,263 

14,799 

26,293 

13,987 

15,727 

26,834 

14,795 

17,978 

28,210 

16,977 

21,113 

30,399 

20,(M)l 

21,866 

28,791 

20,6.17 

25,250 

29,081 

23,848 

29,612 

31,590 

28,0.54 

30,293 

32,460 

28,607 

33,521 

34,518 

31,606 

36,452 

36,452 

34,235 

38,972 

37,000 

36,573 

42,939 

36,599 

40,270 

53,447 

38,410 

50,424 

62,678 

38,794 

.59,083 

65,738 

42,542 

01,644 

71,381 

43.163 

66,885 

79.776 

46,644 

74,794 

85.655 

48,607 

80,090 


47,149 

,. 


16,355 

350.4 


16,744 

354.8 


16,731 

359.3 

254.9 

17,086 

365 

260.7 

17,699 

372 

250.6 

18,854 

379 

263.7 

19.328 

386 

237.7 

19,953 

.393 

247.3 

21,046 

401 

279.5 

20,587 

409 

274.7 

22,329 

418 

302.6 

22,676 

426 

307.3 

24,250 

434 

322.6 

25,039 

444 

333.3 

25,414 

454 

.346.4 

26,746 

464 

.387.5 

28,808 

474 

445.4 

27,103 

485 

450,. 8 

27,298 

495 

510.1 

29,715 

506 

585.2 

30,513 

518 

584.8 

32,408 

529 

633.7 

34,235 

541 

673.8 

34,715 

554 

70.3.5 

34,191 

566 

758.6 

35,967 

579 

923.1 

36,411 

591 

1,060.5 

40,011 

604 

1,088.4 

40,534 

616 

1,158.8 

43,857 

629 

. 1,268.3 

45,637 

641 

1,336.3 

44,268 

654 



486.2 

245.8 

466.8 

471.9 
465.7 

488.8 

250.8 

468.1 

496.9 

240.2 

475.8 

518.7 

253.3 

497.5 

523.1 

226.6 

500.7 

530.6 

2.35.9 

507.7 

548.3 

267.4 

524.8 

527.9 

261.6 

503.3 

560.1 

287.6 

534.2 

558.7 

291.8 

532.3 

.585.8 

305.6 

558.8 

592.2 

315.0 

563.9 

591.1 

325.9 

559.8 

608.0 

365.9 

576.4 

641.3 

422.0 

607.8 

593.6 

425.5 

558.8 

587.5 

481.8 

551.5 

624.3 

5.54.4 

587.3 

626.6 

552.3 

589.1 

652.5 

597.5 

612.6 

673.8 

632,8 

632.8 

667.9 

660,2 

626.6 

646.6 

711.5 

604.1 

663.4 

870.9 

621,2 

656.4 

999.7 

616.1 

704.3 

1,020.6 

662.4 

700.7 

1,085.8 

658.0 

741.6 

1J89.1 

697.2 

7.58.3 

1,249.5 

712.0 

720.9 


676,9 


(Q) = Quick estimates. 

(E) ==■ Estimates based on the indications in the Economic Survey^ J979-S0 and RBI Annual Report, 1979-SO. 

Source : Central Statistical Organisation, Department of Statistics. Ministry of Planning, Government of India, 
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It i« tru* that Maiar 
Hox began with tin 
containers. But the 
picture hasenlargad 
considerably. 

Over the years IVietal Bok 
has become a Company 
'that can solve anypacka- 
!ging probiem~<'from 
: package specif lcatlon< 
;'machinarv4md:iilent layout 
.::to package.design:; 

The malar thruftof past 
d{versif.lcation hasf came 
,l>y way^f maphliier'y design 

: ard ntbriirfaCturOt.'^Wlth . 

***“ fiapblpps ranging 

; ■■■ 


IVietal Boiii le much more than metal tureof sophisticated. 

boxes—and even packaging. precision machines 

It hae diversified into sophisticated '*l 

high“|5recision engineering. thdTM^tfticS? 

entilneering has acgulred a * .Metal Box erdubJc tncrei^'. 
h^ghdegreeof sophistmetlon. Ingly using Metal Box India's 
IViBtal Box Tephnicaf 
Services design hdw 
imat^.tnes and adept' over-- • 

.seas designs to suit Indian 
.: conditions and matOh 
.iiiterhstional speciiications. 

It le this that has attracted 
' reiiowhad West 6erm?n 


resources and expertly® to 
meet thLe.ma«ihinery deeds of 
other Group Companies. 

And it ie focthis reason 
that Mstet BpXrliidie is able 
to collabOirafie-wIth SMR. 

'tOf the worid-i^^fahrmus 
Renault ©rdpiai d.f l(jii(ji.ce^ for 


.contpanies tike i-.W.K.A. and the menwfeci^fi^-jh'fijdla of 
RoJandoffsetmiiachiiienfab- • hiah-precisld!|«'i^O'tiiffif|dtlop 
rik'.'td^entruat the manufac- bearings.' ^" /" ■ 


.. 
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Growth of Gross Real National Product at Factor Cost by Major Sectors ; 1950-51 to 1979-80 

(Since the Commencement of the Planning Eia, Plan-wise) 

(A.I Constant 1970-71 Prices) 

(Amounts in Rs. crorcs unless otherwise indicated) 

Period/Plan/Year Gross Domestic Product (GDP) at Factor Cost Net Total Esti- Per 

———^—--— -—---— -—- —■—-— Factor Gross mated Capita 

Primary Secondary Tertiary Total Tneome National Popu- GNP ' 

---- - —.—.. GDP from Product lation (at I 

Total Of which : Total Of which : at abroad (GNP) (Mil- Cons- i 

Agri- —.— - Factor at Fac- lion) tant 

culture Manufacturing Cost tor Cost 1970- 

—- 71 r 

Total Of which: Prices). 

Regis- (Rupees) 

tered 




( 1 ) 

( la ) 

( 2 ) 

( 2 a ) 

( 2 a . 1 ) 

( 3 ) 

( 4 ) (1 

+ 2 + 3 ) 

( 5 ) 

( 6 )- 

( 4 +. S ) 

( 7 ) 

1 

oc 

Pre-Plan 

1950-51 

10,453 

10,004 

2.538 

1,750 

955 

4,545 

17,536 

-67 

17,469 

359 

486.6 : 

First Plan 

1951-52 

10,639 

10,167 

2,514 

1,800 

980 

4,730 

17,883 

-42 

17,841 

365 

488.8 


1952-53 

11,183 

10,722 

2,520 

1,850 

984 

4,814 

18,517 

—34 

18,483 

372 

496.9 


1953-54 

12,047 

11,591 

2,674 

1,981 

1,031 

4,967 

19,688 

-28 

19,660 

379 

518.7 


1954-55 

12,106 

11,691 

2,912 

2,136 

1 J 49 

5,215 

20,233 

- 43 

20,190 

386 

523.1 


1955-56 

12,123 

11,599 

3,229 

2,309 

1,286 

5,518 

20,870 

- 16 

20,854 

393 

530.6 

Second Plan 

1956-57 

12,731 

12,179 

3,517 

2,493 

1,427 

5,765 

22,013 

- 25 

21,988 

401 

548.3 


1957-58 

12,136 

11,554 

3,508 

2.585 

1,489 

5,987 

21,631 

-38 

21,593 

409 

527.9 


1958-59 

' 13,443 

12,845 

3,730 

2,697 

1,522 

6,292 

23,465 

- 52 

23,413 

418 

560.1 , 


1959-60 

13,261 

12,625 

3,996 

2,883 

1,663 

■6,637 

23,894 

-92 

23,802 

426 

558.7 


1960-61 

14,078 

13,395 

4,413 

3,135 

1,858 

7,043 

25,534 

-no 

25,424 

4.34 

585,8 

Third Plans 

1961-62 

14,217 

13,500 

4,774 

3,435 

2,064 

7,449 

26,440 

— 147 

26,293 

444 

592.2 


1962-63 

13,916 

13,169 

5,175 

3,771 

2,334 

7,912 

27,003 

--169 

26,834 

454 

591.1 


1963-64 

14,296 

13,500 

5,667 

4,080 

2,548 

8,417 

28,380 

170 

28,210 

464 

608.0 . 


1964-65 

15,569 

14,753 

6,120 

4,402 

2,786 

8,928 

30,617 

—218 

30„399 

474 

641.3 


1965-66 

13,559 

12,643 

6,297 

4,456 

2,875 

9,167 

29,023 

—232 

28,791 

485 

593.6 

Annual Plans 

1966-67 

13,431 

12,474 

6,392 

4,398 

2.788 

9,484 

29,.307 

-226 

29,081 

495 

587.5 


1967-68 

15,405 

14.441 

6.626 

4,477 

2,780 

9,837 

31,868 

—278 

31,590 

506 

624.3 


1968-69 

15,506 

14,539 

6,934 

4,678 

2,920 

10,285 

32,725 

-265 

32,460 

518 

626.6 

Fourth Plan 

1969-70 

16,472 

15,477 

7.528 

5 ,) 79 

3,361 

10,802 

34,802 

-284 

34,518 

529 

652.5 


1970-71 

17,802 

16,778 

7,594 

5,223 

3,406 

11,340 

36,736 

-284 

36,452 

541 

673.8 


1971-72 

17,724 

16,661 

7,792 

5,367 

3,465 

11,797 

.37,313 

-313 

37,000 

554 

667.9 


1972-73 

16,690 

15,601 

8,067 

5,590 

3,607 

12,1,53 

36,910 

-311 

36,599 

566 

646.6 y 


1973-74 

17,895 

16,805 

8,185 

5,861 

3,805 

12,566 

.38,646 

- -236 

38,410 

579 

663.4 ; 

Fifth Plan 

1974-75 

17,620 

16,445 

8,323 

6,004 

3,836 

12,973 

38,916 

-122 

38,794 

591 

656.4 


1975-76 

19,829 

18.517 

8,848 

6,150 

3,872 

13,956 

42,633 

^ 91 

42,542 

604 

704.3 . 


1976-77 

18,831 

17,468 

9,752 

6 , 7 .^ 1 

4,325 

14,665 . 

43,248 

- 85 

43,163 

616 

700.7 y 


1977-78 

20,849 

19,467 

10,376 

7,167 

4,592 

15,525 

46,750 

106 

46,644 

629 

741.6 


1978-79(Q) 

21,239 

19,810 

ll,0M 

7 , 706 ‘ 

4,961 

16,419 

48,709 

102 

48,607 

641 

758.3 


Base Year for 

the Sixth Plan 1979-80(E) 47,248 47,149 654 720.9 


(Q) == Quick estimates. (El = Estimates. 

Source : Contral Statistical Organisation, Dcpailmenl of Statistics. Ministry of Planning, Government of India. 
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Men, moments and memories-of 1886 . 
Because without a past there can be no future. 


1OOQ tod then diuppcued. 
But men. moments and memoriat 
became a part of history. 



Lao ToMol was reported to be in 
eacellent health tamersl^ his 


leisure hours in Qredk 
Wnaarck wm still Chancellor of 
the Germany he had united, and 
euily the most powerful man in 
Continental Europe. 


Calcutta Tort as tt was thfu Thota§ntp\ 
tturtatf; Bourn O Cateulta. 


attempt at sainlni admission into 
the Enillsh Farllament. In 1886 he 
succeeded W. C. Bonneriee as 
PresideDt of the yearold Congress. 
Calcutta's Town Halt that year 
played host to a galaxy of **nascent'* 
Indians and Dr. Rajendralai Mitra 
was voted to the Chair. 

CaIcBtta I It was then the Capital 
of British India. 

Sir John Strachey described it 
u **ono of the most healthy and 
attractive" cities in the world. 

Yet by present standards Calcutta 
was an underdeveloped village. 

Beaklm Chandra Chatterll*f novel, 
**Kopal<Kundala" had already been 
translated into English. In 1886 it 
was seen in the bookstands of 
Berlin—in German! Bengal and 
India, were beginning to make 
sense, after all, to "thoughtful 
Europeans". 

Calcutta and Beegsl There was 
no East Bengal and West Bengal... 
not even on the soccer fields; soccer 


sras still miles behind seafood in 
popularity. But Calcutta and Bengal 
were vibrating with ideas, with a 
pioneering spirit that is in itself a 
piurt of our history and our trnditioB, 

Shaw Wallaea "Our 1886" was 
humble: Mr. Shaw and Mr. Wallace 
operated out of a one-room office. 
Nevertheless it was an exciting 
birth year for us. 

We've lived in Bengal—in its 
capital. Calcutta and on iu fields 
and factories—for over 90 years. . 
We'd like to think that we were 
pioneers and we never stopped 
moving with the passage of years. 
Now we've systematically branched 
out into the vital fieldsof 
Agriculture. Industry and Exports. 

The past Is hiateiy: What about 
theIbtareT We're not palmists: 
we're professionals, but we have ! 
what may be described as a sense ] 
of history. With that comes a 
bdief in the future. 



We don't wish tobe 
the biggest, 

but we try tobe the be^ 



with Union Bank's 
CUMULAnVE DEPOSIT SCHEME 


Don't let life become a series of pressing 
needs, a horrorscope. Be prepared to meet 
expenses with Union Bank's Cumulative 
Deposit Scheme. It builds your monthly 
deposits into a tidy sum, with interest 
compounded quarterly. 


For instance, if you deposit Rs. 60 every 
month, you collect Rs.4145-50at the end of 
63 months I 

For details, contact your nearest Union Bank 
branch. 



UNION BANK OF INDIA 

(A Government of India Undertaking) 


Interpub/UBl/l/BO 


ismtax 23,19C1 
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Growth of Real Net National Product at Factor Coat by Major Sectora, 1^48-49 to 1979*80 

(Post Independence Period. Plan-wise) 

(At constant J 970-71 Prices) 

(Amounts is Rs crores unless otherwise indicated) ! 


Period/Plan/Year 


Net Domestic Product (NDP) at Factor Cost 


Net 

Factor 

Income 

from 

abroad 

Total 
Net 
! Na¬ 
tional 
Product 
(NNP) 
at Fac¬ 
tor Cost 

Esti¬ 

mated 

Popu¬ 

lation 

(Mil¬ 

lion) 

Per 

Captai : 
NNP 
(-Per 
Capita 
Income) 
(Rupees) 

Primary 

Secondary 


Tertiary 

Total 

NDP 

at 

Fac¬ 

tor 

cost 

Total Of which : 

Total 

Of which : 


Agriculture 

Manufacturing 

Total 

Of which : 
Registered 



(1) 

(la) 

(2) 

(2a) 

(2a.1) 

(3) (4)= 

(H-24 3) 

(5) 

(6)= 

(4+5) 

(7) 

(8)= 

(6)/(7) 

Post-Independence 1948-49 

10,074 

9,695 

2,437 

1,726 

932 

3,911 

16,422 

-67 

16,355 

350.4 

466.8 


1949-50 

10,325 

9,928 

2,449 

1,699 

907 

4,037 

16,811 

- 67 

16,744 

354.8 

471.9, 

Pre-Plan 

1950-51 

10,294 

9,859 

2,441 

1,674 

899 

4,063 

16,798 

—67 

16,731 

359.3 

465.7 

First Plan 

1951-52 

10,469 

10,013 

2,420 

1,727 

928 

4,239 

17,128 

-42 

17,086 

365 

468.1 


1952-53 

11,002 

10,560 

2,416 

1.767 

924 

4,315 

17,733 

-34 

17,699 

372 

475.8 


1953-54 

11,857 

11,419 

2,566 

1,891 

966 

4,459 

18,882 

- 28 

18,854 

379 

497.5 


1954-55 

11,886 

11,417 

2,792 

2,039 

1,077 

4,693 

19,371 

—43 

19,328 

386 

500.7 ; 


1955-56 

11,888 

11,383 

3,094 

2,202 

1,205 

4,987 

19,969 

- 16 

19,953 

393 

507.7 

Second Plan 

1950-57 

12,484 

11.953 

3,361 

2,371 

1,333 

5,226 

21,071 

-25 

21,046 

401 

524.8 


1957-58 

11,881 

11,321 

3,328 

2,440 

1,372 

5,416 

20,625 

-38 

20,587 

409 

503.3; 


1958-59 

13,178 

12,604 

3,524 

2,534 

1,388 

5,679 

22,381 

^ -52 

22,329 

418 

534.2 


1959-60 

12,974 

12,364 

3,767 

2,699 

1,510 

6,027 

22,768 

-92 

22,676 

426 

532.3 


1960-61 

1.3,797 

13,143 

4,138 

2,918 

1,674 

6,425 

24,360 

— 110 

24,250 

434 

558.8^ 

Third Plan 

1961-62 

13,922 

13,234 

4,444 

3,176 

1,841 

6,820 

25,186 

--147 

25,039 

444 

563.9 


1962-63 

13,590 

12,875 

4,735 

3,417 

2,017 

7,258 

25,583 

— 169 

25,414 

454 

559,8 , 


1963-64 

13,964 

13,204 

5,207 

3,715 

2,222 

7,745 

[26,916 

-170 

26,746 

464 

576.4 


1964-65 

15,207 

14,429 

5,597 

3,992 

2,416 

8,222 

29,026 

-218 

28,808 

474 

607.8 


1965-66 

13,154 

12,279 

5,737 

4,018 

2,477 

8,444 

27,.335 

—232 

27,103 

485 

558.8 

Annual Plans 

1966-67 

12,999 

12,084 

5,800 

3,943 

2,375 

8,725 

27,524 

-226 

27,298 

495 

551.5 


1967-68 

14,966 

14,043 

5,986 

3,993 

2,338 

9,041 

29,993 

—278 

29,715 

506 

587,3 


1968-69 

15,039 

14,121 

6,259 

4,181 

2,469 

9,480 

30,778 

-265 

.30,513 

518 

589.1 

Fourth Plan 

1969-70 

15,979 

15,034 

6,746 

4,594 

2,855 

9,967 

32,692 

—284 

32,408 

529 

612.6 


1970-71 

17,307 

16,354 

6,790 

4,619 

2,874 

10,422 

34,519 

-284 

34,235 

541 

632.8 


1971-72 

17,199 

16,209 

6,961 

4,750 

2,923 

10,868 

35,028 

- 313 

34,715 

554 

626.6/ 


1972-73 

16,129 

15,118 

7,212 

4,954 

3,049 

11,161 

34,502 

-311 

34,191 

566 

604.1^ 


1973-74 

17,317 

16,298 

7,362 

5,252 

3,277 

11,524 

36,203 

-236 

35,967 

579 

621.2. 

Fifth Plan 

1974-75 

17,016 

15,917 

7,582 

5,470 

3,392 

11,935 

36,533 

— 122 

36,411 

591 

616,1 . 


1975-76 

19,197 

17,969 

8,042 

5,579 

3,396 

12,863 

40,102 

- 91 

40,011 

604 

662.4 - 


1976-77 

18,182 

16,902 

8,878 

6,101 

3,795 

13,559 

40,619 

- -85 

40,534 

616 

658.0 


1977-78 

20,153 

18,867 

9,425 

6,480 

4,013 

14,385 

43,963 

- 106 

43,857 

629 

697.2 ; 


1978-79(Q) 

20,497 

19,167 

10,032 

6,967 

4,336 

15,210 

45,739 

- 102 

45,637 

641 

712.0 : 

Baae Year tor 













tte Sixth Plan 

1979-80(E) 







44,367 


44,268 

654 

676,9 


(Q) = Quick estimates. (E) ~ Estimated. 

Source : Central Statistical Organisation, Department of Statistics, Ministry of Planning, Government of India. 
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Agriculture 


AlModia ^Adjusted’Estimates of Production of Foodgrain Cropi : 1949-50 to 1979-80 

(Ba:>ed on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 


(Thousands Tonnes) 


Tk : j iTkX _/ A_ 




CEREALS 





rerioa/rittn/zAgiJcuiiuiai i 

Fixed Cereals 



Inferior Cereals 





Rice 

Wheat 

Total 

1-1-2 

Jowar 

Bajra 

Maize 

Ragi 

Small 

Millets 



(i) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Post-Independence 

1949-50 

25,117 

6,755 

31,872 

6,964 

3,199 

2,791 

1,545 

2,000 

Pre-Plan 

1950-51 

22,058 

6.822 

28,880 

6,250 

2,680 

2,357 

1,353 

1,776 

First Plan 

1951-52 

22,602 

6,343 

28,945 

6,708 

2,426 

2,828 

1,242 

1,946 


1952-53 

24.301 

7,612 

31,913 

7,422 

3,032 

3,440 

1,267 

1.957 


1953-54 

29,773 

8,102 

37,875 

8,145 

4,319 

3,636 

1,777 

2,516 


1954-55 

26,544 

9,148 

35,692 

9,212 

3,449 

3,561 

1,678 

2,534 


1955-56 

28,652 

8,869 

37,521 

6,735 

3,463 

3,136 

1,849 

2,100 

Second Plan 

1956-57 

30,215 

9,504 

39,719 

7,334 

2,882 

3,707 

1,833 

1,959 


1957-58 

26,544 

8,001 

34,545 

8,639 

3,630 

3,794 

1,837 

1,793 


1958-59 

32,016 

9,949 

41,965 

9,035 

3,881 

3,782 

1,993 

2,243 


1959-60 

31,813 

10,327 

42,140 

8,586 

3,540 

4,111 

2,077 

2,086 


1960-61 

34.600 

10,995 

45,595 

9,899 

3.286 

4,115 

1,876 

2,010 

Third Plan 

1961-62 

35,551 

12,063 

47,614 

7,960 

3,616 

4,269 

1,997 

2,051 


1962-63 

33,376 

10,772 

44,148 

9,750 

3,957 

4,619 

2,053 

1,819 


1963-64 

37,013 

9,849 

46,862 

9,203 

3,877 

4,573 

2,031 

2,012 


1964-65 

39,324 

12,252 

51,576 

9,688 

4,518 

4,665 

2,021 

1,965 


1965-66 

30,589 

10,394 

40,983 

7,581 

3,752 

4,823 

1,327 

1,555 

'Annual Plans 

1966-67 

30,438 

11,393 

41,831 

9,224 

4,468 

4,894 

1,631 

1,488 


1967-68 

37,612 

16,540 

54,152 

10,048 

5,185 

6,270 

1,884 

1,907 


1968-69 

39,761 

18,651 

58,412 

9,804 

3.802 

5,701 

1,648 

1,804 

fourth Plan 

1969-70 

40,430 

20,093 

60,523 

9,721 

5,327 

5,674 

2,117 

1,732 


1970-71 

42,225 

23,832 

66,057 

8,105 

8,029 

7,486 

2,155 

1.988 


1971-72 

43,068 

26,410 

69,478 

7,722 

5,319 

5,101 

2,208 

1,669 


1972-73 

39,245 

24,735 

63,980 

6,968 

3,929 

6,388 

1,923 

1,552 


1973-74 

44,051 

21,778 

65,829 

9,097 

7,519 

5,803 

2,072 

1,966 

Fifth Plan 

1974-75 

39,579 

24,104 

63,683 

10,414 

3,272 

5,559 

2,136 

1,613 


1975-76 

48,740 

28,846 

77,586 

9,504 

5,736 

7,256 

2,797 

1,924 


1976-77 

41,917 

29,010 

70,927 

10,524 

5,853 

6,361 

2,045 

1,752 


1977-78 

52,671 

31,749 

84,420 

12,064 

4,730 

5,973 

2,866 

2,070 

Base Year for 

1978-79 

53,773 

35,508 

89,281 

11,436 

5,566 

6,199 

3,200 

1,894 

the Sixth Plan 

1979-80(P) 

42,185 

31,564 

73,749 

11,320 

4,034 

5,578 

2.703 

1,479 
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All India ^Adjnstad Eatlmates of Prodnction of Foodgrain Crop : 1949-50 to 1979-80— 

(Based on Index Numbers with Fully Revised Estimates for 1965-66 as base) 


(Thousand Tonnes) 


Pcriod/Plan/Agricultural Year 

Inferior Cereals 


PULSES 


T/xfoI . >' 


Barley Total 

Total 

Gram 

Tur 

Other 

' ■ ' " 1 UUIL ji 

Total Food- 


4 to 9 

Cereals 

(3+10) 



Pulses 

Pulses grains 

(12+13+I4)(l 1+15) 


(9) (10) 

(11) 

(12) 

(13) 

(14) 

(15) (16) :i 


^ Post-Independence 

1949-50 

2,385 

18,884 

50,756 

3,900 

1,974 

4,162 

10,036 

60,792 ;i 

Pre-Plan 

1950-51 

2,518 

16,934 

45,814 

3,823 

1,813 

3,561 

9,197 

55,011 i' 

First Plan 

1951-52 

2,385 

17,535 

46,480 

3,440 

1,929 

3,754 

9,123 

55,603 1 


1952-53 

2,919 

20,037 

51,950 

4,259 

1,794 

3,781 

9,834 

61,784 1 


1953-54 

2,936 

23,329 

61,204 

4,890 

1,963 

4,269 

11,122 

72,326 i 


1954-55 

2,965 

23,399 

59,091 

5,691 

1,813 

4,144 

11,648 

70,739 1 


1955-56 

2,826 

20,109 

57,630 

5,420 

1,962 

4,323 

11,705 

69,335 { 

Second Plan 

1956-57 

2,872 

20,587 

60,306 

6,233 

2,097 

3,821 

12,151 

72,457 ; 


1957-58 

2,286 

21,979 

56,524 

4,907 

1,525 

3,673 

10,105 

66,629^ 


1958-59 

2,687 

23,621 

65,586 

7,034 

1,761 

4,422 

13,217 

78,803 1 


1959-60 

2,713 

23,113 

65,253 

5,632 

1,719 

4,516 

11,867 

77,120 ■ 


1960-61 

2,811 

23,997 

69,592 

6,256 

2,097 

4,381 

12,734 

82,326: 

Third Plan 

1961-62 

3,180 

23,073 

70,687 

5,785 

1,383 

4,542 

11,710 

82,397v 


1962-63 

2,443 

24,641 

68,789 

5,361 

1,584 

4,596 

11,541 

80,330^ 


1963-64 

2,057 

23,753 

70,615 

4,501 

1,381 

4,202 

10,084 

80,699-; 


1964-65 

2,521 

25,378 

76,954 

5,773 

1,891 

4,749 

12,413 

89,367: 


1965-66 

2,382 

21,420 

62,403 

4,224 

1,733 

3,987 

9,944 

72,347: 

Annual Plans 

1966-67 

2,348 

24,053 

65,884 

3,622 

1,130 

3,595 

8,347 

74,231v 


1967-68 

3,504 

28,798 

82,950 

5,971 

1,741 

4,390 

12,102 

95,052 


1968-69 

2,424 

25,183 

83,595 

4.309 

1,816 

4,293 

10,418 

94,015 

Fourth Plan 

1969-70 

2,716 

27,287 

87,810 

5,546 

1,842 

4,303 

11,691 

99,50i: 


1970-71 

2,784 

30,547 

96,604 

5,199 

1,883 

4,736 

11,818 

108,422 


1971-72 

2,577 

24,596 

94,074 

5,081 

1,683 

4,330 

11,094 

105,168 


1972-73 

2,379 

23,139 

87,119 

4,537 

1,928 

3,442 

9,907 

97,026 


1973-74 

2,371 

28,828 

94,657 

4,099 

1,409 

4,500 

10,008 

104,6« 

Fifth Plan 

1974-75 

3,135 

26,129 

89,812 

4,015 

1,834 

4,165 

10,014 

99,826 


1975-76 

3,192 

30,409 

107,995 

5,879 

2,099 

5,061 

13,039 

121,034 


1976-77 

2,344 

28,879 

99,806 

5,424 

1,725 

4,212 

11,361 

111,16^ 


1977-78 

2,311 

30,014 

114,434 

5,410^ 

1,930 

4,633 

11,973 

126,40f 

Base Year for 

1978-79 

2,142 

30,438 

119,718 

5,739 

1,887 

4,557 

12,183 

13190ji 

the Sixth Plan 

1979-80(P) 

1,616 

26,730 

100,479 

3,280 

1,738 

3,353 

8,371 

108,859 


(P) -Based on ‘final’ estimates and subject to revision. 

Sonree : Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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GKW makes 
alloy and special steels, 
industrial fasteners/ 
stampings and laminations, 
automotive foldings, 
metal pressings, 
precision tools, 
stripwound cores, 

^ special purpose machinery, 
railway products. 


And friends. 



'..•v 

ksTBRN BCONOMIST 294 JAKUAKT 23, 19S1 












All-India ‘Adjusted* Estimates of Fibre Crops 
1949-5a to 1979-80 

(Based on Index Numbers with Fully Revised Estimates for 
1965-66 as Base) 


Alkittdia ‘Adjusted* Estimates of Production of Sugarcane and 
other Miscellaneous Crops : 1949-50 to 1979-80 

(Based on Index Numbers with Fully Revised Estimates for 
1965-66 as Base) 


Period/Plan/Year 


- (Thousand tonnes) 

Cotton Jute Mesta* Sann--- 

(Lint)f hemp Sugarcane Tobac- Guar- 

-(Fibre) Period/Plan/Agricultural- co seed 

(Thousand Bales) (000 Year In terms Cane 

Tonnes) of gur crop 


Post-Independence 

1949-50 

2,746 

3,292 

659 


^Pre-Plan 

1950-51 

3,039 

3.497 

659 


First Plan 

1951-52 

3,272 

4,981 

691 



1952-53 

3,323 

4,891 

680 



1953-54 

4,166 

3,292 

649 



1954-55 

4,488 

3,122 

899 



1955-56 

4,223 

4,471 

1,152 


Second Plan 

1956-57 

4,972 

4,551 

1,459 



1957-58 

4,908 

4,236 

1,292 

63 


1958-59 

4,824 

5,220 

1,686 

82 


1959-60 

3,635 

4,541 

1,153 

78 


1960-61 

5,550 

4,136 

1,113 

73 

Third Plan 

1961-62 

4,795 

6,309 

1,832 

78 


1962-63 

5,486 

5,445 

1,742 

79 


1963-64 

5,727 

6,080 

1,896 

76 


1964-65 

6,012 

6,065 

1,598 

80 


1965-66 

4,852 

4,476 

1,302 

57 

Annual Plans 

1966-67 

5,266 

5,358 

1,221 

57 


1967-68 

5,777 

6,320 

1,272 

71 


1968-69 

5,447 

2,931 

906 

68 

Fourth Plan 

1969-70 

5,564 

5,655 

1,130 

67 


1970-71 

4,763 

4,938 

1,255 

65 


1971-72 

6,950 

5,684 

1,150 

55 


1972-73 

5,735 

4,978 

1,112 

49 


1973-74 

6,309 

6,220 

1,456 

53 

Fifth Plan 

1974-75 

7,756 

4,471 

1,363 

58 


1975-76 

5,950 

4,470 

1,474 

63 


1976-77 

5,839 

5,353 

1,746 

55 


1977-78 

7,243 

5,361 

1,793 

54 


1978-79 

7,958 

6,470 

1,863 

54 

Base Year for the 






Sixth Plan 

1979-80(P) 

7,698 

6,120 

1,908 

46 


tBales of 170 Kgs. each. 

*Bales of 180 kgs. each. 

^(P) = Based on ‘final’ estimates and subject to revision. 

Source : Directorate of Economics and Statistics, Ministry of 
Agriculture, Government of India. 


Post-Independence 1949-50 

6,205 

62,054 

264 


Pre-Plan 

1950-51 

7,049 

70,491 

257 


First Plan 

1951-52 

7,619 

76,195 

206 



1952-53 

6,300 

62,995 

241 



1953-54 

5,551 

54,857 

268 



1954-55 

7,187 

71,857 

251 



1955-56 

7,429 

74,037 

298 


Second Pan 

1956-57 

8,506 

84,425 

300 



1957-58 

8,558 

85,143 

236 



1958-59 

8,769 

87,688 

312 



1959-60 

9,487 

92,897 

287 



1960-61 

11,408 

112,637 

300 


Third Plan 

1961-62 

10,764 

105,945 

335 



1962-63 

9,455 

93.586 

341 



1963-64 

10,701 

105,978 

360 

456 


1964-65 

12,484 

121,880 

356 

555 


1965-66 

12,769 

123,990 

293 

314 

Annual Plan.s 

1966-67 

9,501 

92,826 

353 

443 


1967-68 

9,786 

95,500 

369 

544 


1968-69 

12,826 

124,676 

361 

259 

Fourth Plan 

1969-70 

13,783 

135,024 

337 

412 


1970-71 

12,979 

126,368 

362 

651 


1971-72 

11,626 

113,570 

419 

517 


1972-73 

12,763 

124,867 

372 

460 


1973-74 

14,432 

140,805 

462 

760 

Fifth Plan 

1974-75 

14,722 

144,289 

363 

307 


1975-76 

14,413 

140,604 

350 

747 


1976-77 

15,847 

153,007 

419 

1,110 


1977-78 

17,960 

176,966 

494 

965 


1978,-79 

15,734 

151,655 

454 

1,069 

Base Year for 

the 





Sixth Plan 

1979.80(P) 13,330 

127,990 

447 

376 


N.A. “ - Not available 

(P) =Based on ‘final’ estimates and subject to revision. 

Source : Directorate of Economics and Statistics, Ministry of 
Agriculture, Government of India. 
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AlMadifl ^Adjwted’ EttimateB of PlrodnotkNi of Fi?e Mi||or Oitooed Crof§ : 1949-50 to 1979-80 

(Based on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 

(Thousand Tonnes unless otherwise indicated) 


Period/Plan/Agricultural/Year 


Five Major Oilseeds 

Groundnut Costorsced Scsamum Rapeseed Linseed Total 

(Nuts in shell) and Mustard 1 to 5 


P^-IndepeiideiKe 

1949-50 

Pte-Plan 

1950-51 

First Plan 

1951- 52 

1952- 53 

1953- 54 

1954- 55 

1955- 56 

Second Plan 

1956- 57 

1957- 58 

1958- 59 

1959- 60 

1960- 61 

TUidPlan 

1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

Annual Plans 

1966- 67 

1967- 68 

1968- 69 

Fourth Plan 

1969- 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

Fifth Plan 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

Base Year for the 
Sixth Plans 

1979-80 (P) 


3,272 

133 

415 

3,319 

107 

422 

3,046 

no 

428 

2,791 

106 

444 

3,282 

107 

529 

4,045 

127 

561 

3,680 

128 

435 

4,166 

127 

408 

4,499 

92 

356 

4,879 

115 

511 

4,448 

118 

374 

4,698 

109 

320 

4,740 

111 

373 

4,938 

102 

494 

5,166 

105 

441 

6,003 

106 

486 

4,263 

80 

424 

4,411 

110 

416 

5,731 

121 

445 

4,631 

116 

422 

5,130 

123 

448 

6,111 

136 

562 

6,181 

154 

449 

4.092 

145 

385 

5,932 

229 

485 

5,111 

210 

392 

6,754 

143 

479 

5,264 

179 

422 

6,087 

217 

520 

6,208 

230 

514 

5,772 

232 

371 


812 

415 

5,047 

768 

364 

4»980 

942 

320 

4,846 

857 

357 

4,555 

872 

369 

5,159 

1,035 

374 

6,142 

859 

402 

5,504 

1,042 

374 

6,117 

932 

249 

6,128 

1,042 

434 

6,981 

1,060 

442 

6,442 

1,377 

395 

6,869 

1,344 

461 

7,029 

1,303 

429 

7,267 

914 

378 

7,004 

1,474 

493 

8,562 

1,298 

331 

6,396 

1,228 

260 

6,425 

1,568 

438 

8,303 

1,347 

329 

6,845 

1,564 

469 

7,734 

1,976 

474 

9,259 

1,433 

529 

8,746 

1,808 

428 

6,858 

1,704 

504 

8,854 

2,252 

564 

8,529' 

1,936 

598 

9,910 

1,550 

419 

7,834 

1,650 

527 

9,001 

1,860 

535 

9,347 

1,433 

270 

8,078 


(P) = Based on 'hnar estimates and subject to revision. 
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HINDUSTAN ZINC LIMITED 

(A Government of India Enterprise) 

UDAIPUR (Rajasthan) 

HZL PUBLIC DEPOSIT SCHEME 

I Avail of our deposit scheme. It is a good investmertt u/ith higher 
return. 

» HZL is u/hollq owned bq Government of India 

> No Income-tax u/ili be deducted at source on interest up to 
Rs. 1,000 paid/credited during a financial qear. Also, no income- 
tax M/ill be deducted at source on interest on production of 
certificate In Form ISA of I.T. Rules, 1962 

I The scheme alloivs premature u/ithdrau/al of qour deposit after 
six months as per Companies (Acceptance of Deposit) Rules, 1975 

) The scheme has been computerised for prompt issue of deposit 
receipts, interest warrants and Tax Deduction Certificates. 
Warrants for interest due on September 30 last alreadq posted 
before date 

I HZL is a growing companq — it has grown eight fold in the last 
decade and is now poised for a larger than ever growth 

I HZL is the onlq core-Sector companq producing high grade zinc, 
lead, cadmium, silver with excellent market demand. It also 
produces sulphuric acid, phosphoric acid ond fertilisers. 


Your deposit with HZL 
helps you and the nation 


Secretary, 

HINDUSTAN ZINC LIMITED 

UDAIPUR-313001 


AHNcuaNincua 1981 


lANUAXY 23. 1981 



; r 


Ibday 

lube Investments 
of India Ltd is a leading 
industrial house 
manufacturing a range 
of world-class 
products 


Btcydes. Saddles. 

Steel tubes and stripB. 
Metal sections. 
Bicycle, industrial and 
autgmotive chains. 
And dynamo lamps. 


® l\ibe Investments of India Ltd 

Our capabilitiBB are wnrid-class 
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All India *Ad||iisted* Estimates of Pkodnctlon of Condiments and Spices : 1949-SO to 1979-80 

(Based on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 


(Thousand Tonnes) 


Period/Plan/Year Black 

Pepper 


Dry Dry Turmeric Coriander Garlic Arecanut 
Chillies Ginger (Dried 

Nuts 
without 
husk) 
(Proces¬ 
sed Nuts) 


Post-Independence 

1949-50 

21.0 

300 

15.2 

130 




Pre-Plan 

1950-51 

20.4 

358 

14.3 

152 




First-Plan 

1951-52 

22.6 

355 

14.6 

145 





1952-53 

21.6 

291 

13.6 

103 





1953-54 

23.8 

315 

13.8 

113 





1954-55 

26.7 

396 

14.3 

132 





1955-56 

27.9 

369 

16.0 

149 




Second Plan 

1956-57 

27.6 

362 

15.5 

163 





1957-58 

26.9 

364 

15.9 

127 





1958-59 

26.7 

340 

13.8 

104 





1959-60 

26.5 

368 

16.2 

92 





1960-61 

28.4 

426 

17.6 

93 




Third Plan 

1961-62 

28.3 

390 

18.9 

86 





1962-63 

26.0 

424 

19.5 

105 





1963-64 

23.9 

489 

21.1 

116 





1964-65 

24.1 

475 

20.9 

146 



113 


1965-66 

23.0 

364 

22.0 

128 



119 

Annual Plans 

1966-67 

27.0 

418 

21.2 

111 



130 


1967-68 

26.3 

501 

19.5 

109 



135 


1968-69 

25.7 

399 

18.2 

104 



140 

Fourth Plan 

1969-70 

25.5 

395 

20.8 

134 

70 


138 


1970-71 

26.2 

520 

29.6 

151 

101 


141 


1971-72 

26.2 

494 

34.7 

178 

115 


147 


1972-73 

26.2 

412 

33.6 

121 

83 


148 


1973-74 

28.7 

497 

38.5 

134 

107 


167 

Fifth Plan 

1974-75 

28.2 

441 

37.9 

146 

104 

84 

165 


1975-76 

25.6 

526 

45.2 

135 

94 

141 

160 


1976-77 

31.6 

419 

43.4 

no 

116 

130 

165 


1977-78 

25.6 

543 

71.7 

126 

232 

132 

170(P) 


1978-79 

21.5 

566 

67.2(P) 

147(P) 

145 

164(P) 

N.A. 

Base Year for the Sixth Plan 

1979-80(P) 

22.0 

511 

N.A. 

N.A. 

105 

N.A. 

N.A. 


N.A. = Not available. 

(P) 3= Based on ^final* estimates and subject to revision. 

Source : Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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Projects by 
PROMMASHEXPORT 

a tribute to Indo-Soviet cooperation 

V/O "Prornmashexporthas ptaved a vital role in the development 
oif heavy engineering projects in India, to form the core of the 
Public Sector Industry, like Heavy Electricals Plant in Hardwar(U P ) 

Heavy Machine Building Plant in Ranchi (Bihar), Mining and Allied 
Equipment Plant in Ourgapur (West Bengal) and the Instrumentation 
Plant in Kota (Rajasthan). One megawatt Radio Station near Calcutta 
has been built with V/O Prommashexport assistance and 
troposphere link between India and U.S.S.R. is under construction. 

V/O "Prommashexport" through its machines, equipment and 
know-how has been extending a great and fruitful helping hand to 
India’s industrial development - a befitting testimony to Indo Soviet 
cooperation in the process of progress. 


V/O "Prommashexport" has so far 


4ct,wout 500 projects in 30 
i;(Gif|Si«th:^world. These include 
n^hine-tool 
^dl'nt^king plants, 
-kworkihg plants. 


g^^Rft^^i^Ibc^dcai ahd 
iB^ns.of apabe'ai^trbi^spltere 
f?>t, watch Sufil^k maxing 



P/Mse address ell enquiries to 

Pranmastiexport 

18/1, Oi/chinnikovskaya Nab.. 

113324. Moscow. USSR 

Talaphone No. 2956114 Talax No. 7532 

Cable: 

MOSCOW PROMMASHEXPORT 

or to 

Office of the Counsellor 
for Economic Affairs 
USSR Embassy. NEW DELHI 
Telephone No. 697004. 697007 








All India ‘A^nsted* EitiniatiM of Prodnctibn of VegoteUes and Prnifs ; to lW>-86 

(Based on Index Numbers with Fully Revised Estimates for 1965-66 as Base) 


(Thousand Tonnes) 


Pcriod/Plan/Year 



Potato 

Tapioca 

Sweet Potato 

Banana 

Papaya J 

Post-Independence 

1949-50 


1,706 

1,285 

774 

2.122 

■ i; 

147. 1 

Pire-Plan 

1950-51 


1,832 

1,283 

800 

2,065 

160 ^ 

A; 

First Plan 

1951-52 


1,891 

1,262 

1,206 

2,033 

175 j 


1952-53 


2,199 

1,668 

947 

1,680 

126 ^ 


1953-54 


2,157 

2,012 

1,355 

1,629 

85' V 


1954-55 


1,947 

1,808 

1,616 

1,716 

no ^ 


1955-56 


2,053 

1,787 

1,103 

1,938 

197 j 

Second Plan 

1956-57 


1,905 

1,631 

1,157 

1,908 

197 ( 


1957-58 


2,154 

1,714 

1,106 

2,027 

224 1 


1958-59 


2,524 

1,759 

1,014 

2,096 

234 • 


1959-60 

' 

2,941 

1,949 

1,301 

2,181 

199 ’ 


1960-61 


2,871 

1,969 

1,261 

2,212 

197 

Third Plan 

1961-62 


2,591 

1,892 

858 

2,257 

228 ; 


1962-63 


3,367 

1,757 

850 

2,425 

232 


1963-64 


2,594 

. 2,823 

855 

2,601 

236 ; 


1964-65 


3,605 

3,033 

1,098 

2,684 

151 ; 


1965-66 


4,076 

3,467 

991 

3,271 

179 ! 

Annual Plans 

1966-67 


3,522 

3,817 

1,297 

3.412 

206 ' 


1967-68 

.. 

4,232 

4,644 

1,664 

3,203 

209 ^ 


1968-69 


4,726 

4,636 

2,042 

3,125 

205 

Fourth Plan 

1969-70 


3,913 

5,214 

1,621 

3.173 

222 


1970-71 


4,807 

5,130 

1,731 

2.897 

205 


1971-72 


4,826 

6,026 

1,538 

3,374 

245 


1972-73 


4,451 

6,371 

1,431 

3,000 

189 ' 


1973-74 


4,861 

6,421 

1,550 

3,167 

218 

Fifth Plan 

1974-75 


6,225 

6,326 

1.658 

3,274 

226 s 


1975-76 


7,306 

6,638 

' 1,811 

3,409 

225 ^ 


1976-77^ 


7,171 

6,375 

1,555 

3,758 

245 i 


1977-78 


8,135 

5,688 

1^589 

3.8I4(P) 

Tan 4 


1978-79 


10,133 

6,053 

1,545 

N.A. 

N.A. 

Base Year for 








the Sixth Plan 

1979-80(P) 


8,306 

N.A. 

N.A. 

N.A. 

N.A. 'i; 


N.A. — Not available. 


(P) -» Based on ‘final* estimates and subject to revision. 

SowM ; Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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PRIME MINISTER’S 
20 POINT ECONOMIC PROGRAMME 

A Boon to the Toiling Millions 


The 20-point economic programme launched by our Prime Minister Smt. Indira 
Gandhi is indeed a sign post for progress and steady growth of Andhra Pradesh. 
It has opened a new chapter in the efforts for the upliftment of the down-trodden and 
brought a new hope to the miliions beionging to weaker sections. 

Let the fects speak for themselves 

Record food production 

Food production touched a record of 106.67 iakh tonnes in 1078-79. Despite 
cycione and drought, swift impiementation of contingent pians has resuited in 
the production of atieast 70 iakh tonnes in 1979-80. 

Cheaper cloth for the masses 

Sixty percent of the handioom weavers were brought into co-operative foid, 
cheaper cioth production went up from 189 iakh square metres in 1977-78 to 
213 iakhs in 1978-79 and touched 330 lakhs in 1079-80. Cheaper cloth is 
now distributed to the masses through 388 outlets. 

Essential commodities through fair price shops 

Essential commodities are now reaching the masses through a network of 
22,000 fair price shops. 

Land Reforms 

Land Reforms were vigorously implemented in the state, resulting in the 
taking over of 3.79 lakh acres of surplus land. Land has been alloted to 
1,74,125 families, most of whom are from the scheduled castes. Scheduled 
Tribes and Backward Classes. 

Housing for the Weaker Sections 

The scheme is being implemented most enthusiastically. 5,000 new settlements 
have accommodated 2.5 iakh families. House sites have been provided to 12 
lakh poor families. 


Issued by D.I.P.R.* Govt, of Andhra Pradesh 


BXSISRN ECC^OMIST 
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(Thousand tonnes) 


“ 6«ps^ fMlN^ 


Calendar Year Tea 

A 

Natural 

Rubber 

(Dry) 

Coffee 

Year 

\ 

Produc- 
• lion 

(1) 

(2) 

'<3> 

(i) 


1949 

265 

15.4 

1949-50. . 

21.9 

1950 

275 

8^ 14.4 

1950-51 

24.6 

1951 

306 

'* J4.5 

1951-52' 

24.7 

1952 

16.3 

1 $52-53 

2t.7 

, 1953 

2^ 

'20.3 

' f9i53-54 " ^ ' 

■ -25.7 

1954 

293 

19.6 

1954-55 

26.6 

1955 

285 

22.5 

1955-56 

34.4 

^1956 

311 

23.5 

1956-57 

35,8 

1957 

307 

21.5 

1957-58 

40.3 

1958 

317 

24.6 

1958-59 

42.2 

1959 

326 

24.2 

I959-6(J 

45;. 5 

1960 

321 

25.4 

1960-61 

43.2 

1961 

354 

27.4 

1961-62 

40.4 

1962 

347 

31.9 

1962-63 

41.7 

1963 

346 

36.4 

1963-64 

44.8 

1964 

372 

43.5 

1964-65 

47.1 

1965 

366 

50.0 

1965-66 

63.9 

1966 

376 

54.8 

1966-67 

78.5 

1967 

385 

64.5 

1967-68 

57.3 

/1968 

402 

71.1 

1968-69 

73.4 

1969 

394 

82.0 

1969-70 

63.6 

1970 

419 

92.2 

1970-71 

110.2 


Calendar Year Tea 

Natural 

ilubber 

(Dry) 

Coffee 

*v>.l 

1 

’i' 

Year 

Produc* 

tion 

(1) 

(2) 

(3)' 

■ (4)‘ 

(5) 

.'i 

1971 

435 

101.2 

71-7273 

110.2 

1 

1972 - 

456 ‘ 

112:4 

1972-73 

91.1 

1 

1973 

472 

125.2 

1973-74 

86.4 


1974 

489 

130.1 

1974-75 

92.5 


19'75 

487 • 

137.8 

1975-76 

84.0 

‘i 

1976 

512 

149.6 

1976-77 

102.3 

‘f 

1977 

561 

151.6 

1977-78 

125.0 

If 

•K 

1978 

571 

133.0 

1978-79 

111.0 

■fi 

1979 

548 

147.2 

1979-80 

150.0 



Source : Estimates of Area and Production of Principal Crops I 
in India, 1978-79 (1980), Published by the Directorate / 
of Economics and Statistics, Ministry of Agriculture 
Government of India. ' 

Original Sources : (i) Tea Board (for col. 2) for 1960 onwards, ,5 

(as mentioned in the (ii) Rubber Board (for col. 3) for 1966 ? 
Source above) onwards, 

(iii) Coffee Board (for col. 5) for 1965-66 ^ 
onwards, and 

(iv) Special Returns from State Govern- ; 
ments in connection with the all- 
India publications on these crops ! 
for earlier years. 


Thedededoa 
is tuiaiiiiiunis. 



{ 6 ED 0 RE 1 

Thellzst Ulioloe la 
]ia»UloUUliL40 qraiitrte 
axouadtlieiiQiia. 
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Group Superannuation and 
Group Annuity Policies 



With effect from 1st December 
1980 Group Superannuation 
Schemes (new as well as those 
to be renewed) are offered at 
Induced premium rates and new 
Group Annuity policies for 
pensioners are offered 
increased annuities. 

Croup Superannuation 
policyholders will enjoy 16 % 


to 65% more annuity for the 
same contribution (subject to 
the conditions applicable to 
individual schemes). 

The annuity available at age 60 
for a given purchase amount 
under a Group Annuity Policy 
also goes up by about 10%. 

for further details, please 
contact the nearest L1C office* 


^ft Jtieumuce Cotporation of Jndta 
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All Indit Index NnmlMin of Nat Aren Sows, Atao mder Crops, Cropping Intensity, Cropping Pnttam, Productivity per Hectare 
of Net Area, (Crop) Yields and Agricultural Production: 1949-50 to 1979-80 

(Base : Triennium ending 1969-70 = 100) 


Period/Plan/Agricultural Year 

Index of Index of Index of 
Net Area Area under Cropping 
Sown Crops Intensity 

Index of Index of 
Cropping Producti- 
Pattern vity per 

hectare of 
Net area 

Index of 
Yield 

Index of 
Agricul¬ 
tural Pro¬ 
duction 

Post-Independence 

1949-50 

86.1 

78.3 

94.8 

96.6 

75.3 

82.2 

62.2 

Pre-Plan 

1950-51 

86.8 

78.2 

93.7 

98.4 

70.1 

76.0 

58.5 

^Irst Plan 

1951-52 

87.3 

79.7 

94.7 

97.3 

70.6 

76.6 

59.4 


1952-53 

88.9 

82.5 

94.3 

95.1 

71.9 

80.2 

62.9 


1953-54 

91.3 

87.1 

95.9 

92.8 

78.8 

88.6 

71,6 


1954-55 

92.1 

87.9 

96.1 

94.1 

78.9 

87.3 

72.2 


1955-56 

93.1 

90.0 

96.7 

95.2 

77.2 

83.9 

71.9 

Second Plan 

1956-57 

94.2 

90.8 

97.2 

97.0 

81.6 

86.5 

76.2 


1957-58 

93.2 

89.9 

95.7 

96.4 

75.4 

81.7 

70.8 


1958-59 

95.1 

93.5 

97.6 

96.0 

85.8 

91.6 

82,2 


1959-60 

95.9 

94.8 

98.9 

96.0 

83.6 

88.0 

80.1 


1960-61 

96.1 

94.5 

98.3 

96.9 

90.2 

94.7 

86,7 

^ Third Plan 

1961-62 

97.7 

96.6 

98.9 

97.2 

88.8 

92.4 

86.8 


1962-63 

98.3 

97.4 

99.1 

96.8 

86.8 

90.5 

85.3 


1963-64 

98.4 

97.2 

98.8 

97.3 

88.6 

92.2 

87,2 


1964-65 

99.5 

98.4 

98,9 

98.8 

97.4 

99.7 

96.9 


1965-66 

98.2 

96.1 

97.9 

99.1 

82.3 

84.8 

80.8 

Annual Plans 

1966-67 

99.0 

96.0 

97.0 

97.6 

80.7 

86.1 

80.7 


1967-68 

100.8 

lOJ.l 

99.3 

98.3 

98.1 

100.5 

98.9 


1968-69 

99.2 

98.5 

99.3 

100.5 

98.1 

98.3 

97.3 

Fourth Plan 

1969-70 

100.0 

101.4 

101.4 

101.2 

103.8 

101.2 

103.8 

i 

1970-71 

101.6 

102.5 

100.9 

101.0 

109.8 

107.7 

111.5 


1971-72 

101.1 

101.9 

1(K).8 

101.9 

110.0 

107.1 

111.2 


1972-73 

99.3 

98.7 

99.4 

103.0 

103.0 

100,6 

102.3 


1973-74 

103.3 

104.5 

101.2 

101.3 

108.9 

106.2 

112.4 

Fifth Plan 

1974-75 

99.9(P) 

100.8 

100.9 

103.5 

108.9 

104.3 

108.8 


1975-76 

102.7(P) 

105.9 

103.1 

103.2 

122.0 

114.7 

1253 


1976-77 

101.2(P) 

103.2 

102.0 

103.9 

115.2 

108.7 

116.5 


1977-78 

103.0(P) 

106.5 

103.4 

104.9 

129.4 

1J9.3 

133.3 

Base Year for the 

1978-79 

103.8(P) 

108.0 

104.0 

105.4 

132.7 

121.1 

137.9 

Sixth Plan 

1979-80 

N.A. 

103.3 

N.A. 

105.0 

N.A. 

107.4 

116. 5 


N.A. = Not available. 

(P) — Based on provisional figures and subject to revision. ^ ^ 

Source i Directorate of Economics and Statistics, Mipi^try of Agriculture, Government of India. 
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AHNOALwiaiHit 1961 


AU-Mia lade* Naa^^ of Asrkaltanl Pradac^ioii: i 

(By Maj^r Crop Groups); 


.Period/Plan/Agricultural Year 


Weight 


Posl'Indepeodence 

1949-50 

Pre-Plan 

1950-51 

First Plan 

1951- 52 

1952- 53 

1953- 54 
1954.55 
1955-56 

Second Plan 

1956- 57 

1957- 58 

1958- 59 

1959- 60 

1960- 61 

TUM Plan 

1951-62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

Annual Plans 

1966- 67 

1967- 68 

1968- 69 

Fourth PJaii' 

. * ! 

1969- 70 

1970- 71 

1971- 72' 

1972- 73 

1973- 74 

Fifth Plan 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

Base Year for the 

Sixth Plan 

1979-80 


.9^fnnu«l ECX»j|OM|ST 

• V i » * V I r-f a' 


__(Base Tricnnium ending 1969>70 = 100) 

' Non-Foodgrains 

Cereals Pulses Tot.1 "aisecds Fibres Plantation 

7 TT---1!!!!_ Crops 

(3) (4) (5)-^ 

60.05 8.07 68.12 1^6 7^^ 77' 


53.8 


66.1 


54.6 

60.6 
72.0 

68.4 

68.5 

71.7 

66.1 

77.5 

77.2 

82.6 

i!4.6 

81.4 

84.8 

92.3 
74 2 

77.5 

97.7 

98.2 

104.1 

114.1 

113.2 

104.3 

113.2 

106.4 

128.8 

117.8 

137.3 ^ 

143.6 

119.2 


81.6 

81.1 

87.1 

98.4 

102.7 

103.4 

107.0 
,89. 1 
116. 1 

104.6 
112 3 

103 0 

101.8 
89.0 

109.5 
88.0 

73.7 

106.7 

90.2 

103.1 

104.4 
97.9 

87.6 

88.5 

88.8 

115.3 

100.3 

105.8 

107.6 

74.4 


57.1 

57.7 

63.7 

75.1 

72.5 

72.6 

75.9 

68.8 

82.1 
80 4 
86 1 

86.8 

83.8 
85 3 
94 3 

75.8 

77.1 

98.7 

97.3 

104.0 

112.9 

111.4 

102.3 

110.3 

104.3 

127.2 

115.7 

133.6 

139.3 

113.9 


55.0 

61.3 

69.2 

81.9 

72.9 

80.6 

79.8 

91.8 
82 6 

89.8 

89.6 

94.8 

91.3 

107.2 

85.6 

86.8 

105.4 

92.4 

102.2 

116.1 

114.3 

95.3 

114.5 

114.9 

123.8 

103.9 

116.5 

121.6 

108.1 ■ 


57.8 

67.2 

67.4 

72.2 

76.7 

79.5 

91. J 

88.3 

92.6 

72.4 

96.3 

97.6 
102.8 
109. I 

111.9 

88.5 

97.3 

108.5 

89.1 

102.4 

89.3 

120.9 

101.5 

115.4 

119.4 

103.4 

106.3 

125.2 

139.4 

134.5 


62.7 

65.9 

69.8 

62.9 

68.4 

68.6 

74.5 

74.4 

77.2 

79.6 
78.3' 

84.9 
84. I 

85.2 

91.9 

91.7 

96.5 

96.1 

103.0 

100.9 

114.8*' 

112.7 

121.8 

125.8 

130.9 

129.9 

139.3 

151.9 

151.i 

159.2- 
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All-ladla IndegB Niunbm of Agricaltural Production : 1949-50 to 1979-80—(Contt/.) 

(By Major Crop Groups) 

(Base Triennium ending 1969-70 » 100) 


Period/Plan/Agricultdral Year 


Condiments 
and Spices 

Fruits and 
Vegetables 

Miscellaneous 

Crops 

-All Crops / 

Total 4 to 9 (Total 3 and 

10) 

(7) 

(8) 

(9) 

(10) 

(U) 

• 

Weight 

2.31 

3.97 

8.33 

31.88 

100.00 

PosMndependence 

1949-50 

71.9 

39.8 

54.4 

S8.8 

62.2 

'‘‘Pre-Plan 

1950-51 

83.3 

42.7 

60.1 

62.0 

58.5 

First Plan 

1951-52 

83.4 

44.1 

62,1 

64.2 

59.4 


1952-53 

70.4 

51.3 

54.1 

60.6 

62.9 


1953-54 

75.3 

50.3 

49.9 

62.0 

71.6 


1954-55 

92.8 

45.4 

60.9 

71.4 

72.2 


1955-56 

88.2 

47.9 

64.5 

70.1 

71.9 

Second Plan 

1956-57 

86.6 

44.4 

72.1 

77.2 

76.2 


1957-58 

87.0 

50.2 

70.0 

76.1 

70.8 


1958-59 

81.4 

58.8 

74.5 

82.5 

82.2 


1959-60 

83.5 

75.4 

79.4 

79.6 

80.1 


1960-61 

91.0 

67.9 

93.3 

88.1 

86.7 

Third Plan 

1961-62 

86.6 

63.3 

90.1 

86.9 

86.8 


1962-63 

95.8 

71.0 

81.3 

88.6 

85.3 


1963-64 

103.8 

70.6 

90.8 

91.3 

87.2 


1964-65 

105.3 

82.6 

103.5 

102.5 

96.9 


1965-66 

92.3 

87.8 

101.6 

91.3 

80.8 

Annual Plans 

1966-67 

98.0 

88.0 

81.9 

88.5 

80.7 


1967-68 

107.0 

98.1 

85.0 

99.0 

98.9 


1968-69 

94.9 

104.0 

104.2 

97,4 

97.3 

\ Fourth Plan 

1969-70 

98.1 

97.9 

110.8 

103.6 

103.8 


1970-71 

116.4 

103.2 

106.9 

108.7 

111.5 


1971-72 

115.6 

111.8 

99.2 

110.9 

111.2 


1972-73 

99.5 

106.2 

104,9 

102.2 

102.3 


1973-74 

115.4 

112.2 

121.4 

117.0 

112.4 

Fifth Plan 

1974-75 

112.5 

125.1 

117.2 

118.3 

108.8 


1975-76 

121.2 

136.6 

116.9 

121.3 

125.3 


1976-77 

107.0 

135.8 

131.4 

118.1 

116.5 


1977-78 

125.9 

145.8 

148.1 

132.7 

133.3 


1978-79 

129.0 

167.2 

131.8 

134.8 

137.9 

^ ^ Base Year for the Sixth Plan 

1 1979-80 

122.8 

149.5 

111.3 

122.1 

116.5 
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Source ; Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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Conpoond Rates of Growth of Agricultoral Prodnctioa, Area under Crops and Yield: 1949-50 to 1978-79 

(Ali India) 


(Per cent); 


Crop/Group 1949-50 to 1978-79 1952-53 to 1978-79 1960-61 to 1978-79 1967-68 to 1978-79 

of Crops--- - 



Produc¬ 

Area 

Yield 

Produc¬ 

Area 

Yield 

Produc¬ 

Area 

Yield 

Produc¬ 

Area 

Yiddl 


tion 



tion 



tion 



tion 



Rice 

2.60 

1.02 

1.57 

2.43 

1.01 

1.41 

2.05 

0.05 

1.29 

2.64 

0.82 

1,80 j 

Jowar 

1.30 (- 

~)0.08 

1.38 

1.01 ( 

-)0.36 

1.38 

0.61 

( -)1.02 

1.65 

2.07 

(-)1.49 

3.62 • 

Bajra 

2.41 

0.54 

1.85 

2.20 

0.18 

2.01 

2.32 

0.02 

2.29 

0.28 

(-)l .26 

1.50^: 

Maize 

2.99 

2.28 

0.69 

2.61 

2.12 

0.49 

2.07 

1.71 

0.35 (- 

^)0.04 

0.05 (- 

-)0,07;J 

Ragi 

1.84 

0.28 

1.56 

1.59 

0.23 

1.36 

1 .74 

(-)O.Ol 

1.75 

3.98 

1.00 

2,97/ 

Wheat 

5.94 

2.84 

3.01 

6.13 

2.81 

3.22 

7.54 

3.37 

4.03 

6.02 

3.16 

2.76'’ 

Barley ( 

-)0.22 (- 

-)1.37 

1.15 (- 

-)0.50 (- 

)1.66 

1.17 

(-)0.37 

~()1.98 

1.61 (- 

-)l .95 

(-)3.36 

1.39^ 

Cereals 

2.99 

0.96 

1.74 

2.89 

0.84 

1.69 

2.94 

0.72 

1.82 

3.05 

0.41 

2.07; 

Oram 

0.45 ( 

)0.35 

0.79 ( 

-)0.27 ( 

-)0.78 

0.50 

(—)0.72 

(-)1.39 

0.66 

0.66 

0.29 

0.31 ; 

Tur ( 

-)0.11 

0.42 ( 

)0.52 

0.04 

0.39 

(- )0.35 

0.81 

0.26 

0.55 

0.67 

0.02 

0.66; 

Pulses 

0.34 

0.44 

0.09 

0.00 

0.10 

0.06 

(—)0.26 

(—)0.36 

0.23 

0.54 

0.74 (- 

-)0.07> 

Foodgrains 

2.66 

0.84 

1.52 

2.52 

0.68 

1.48 

2.56 

0.48 

1.65 

2.77 

0.44 

1.84 

Groundnut 

2.30 

1.83 

0.46 

2.07 

1.50 

0.57 

0.94 

0.09 

0.85 

1.47 

(-)0.15 

1 60 

Sesamum 
Rapesced and 

0.29 

0.10 

0.20 

0.27 { 

)0.02 

0.30 

1.10 

( -)0.25 

1.37 

0.89 

(^)0.67 

1.60 ; 

Mustard 

3.17 

1.87 

1.27 

3.18 

1.74 

1 .42 

2.65 

1.07 

1.55 

1.73 

1.07 

0.65 

Oilseeds 

2.19 

1.30 

0.52 

2.08 

1.10 

0.61 

1.50 

0.17 

0.92 

1.62 

0.25 

1.26 

Cotton 

2.64 

0.63 

2.00 

2.13 

0.10 

2.03 

1.38 

(-)0.49 

1.87 

2.71 

(- )0.24 

2.95; 

Jute 

1.29 

0.83 

0.41 

1.12 

0.59 

0.46 

(-)0.12 

(—)0.64 

0.37 

1.51 

0.64 

0.62: 

Mesta 

2.34 

2.08 

0.24 

1.57 

1.65 

(—)0.09 

0.14 

(-)0.17 

0.29 

4.72 

1.84 

2,78 

Fibres 

2.30 

0.63 

1.57 

1.85 

0.13 

1.60 

0.93 

(- )0.54 

1.48 

2.43 

(-)0.13 

2.44. 

Tea 

2.50 

0.79 

1.69 

2.64 

0.85 

1 .77 

3.00 

0.84 

2.14 

3.66 

0.57 

3.08 

Coffee 

5.07 

2.68 

2.32 

4.50 

2.88 

1.58 

4.37 

2.93 

1.39 

5.29 

4.24 

1.00- 

Potatoes 

5.73 

4.11 

1.56 

6.03 

4.16 

1.79 

6.89 

3.94 

2.83 

8.26 

4.60 

3.4S‘ 

Sugarcane 

3.41 

2.28 

1.10 

3.51 

2.30 

1.18 

2.46 

1.48 

0.96 

3.80 

2.96 

0.71^ 

Tobacco 

2.17 

0.89 

1.27 

2.12 

0.67 

1.45 

1.67 

0.23 

1.45 

2.18 

(-)0.23 

2Ai 

■■ 11 

Non-foodgrains 

2.76 

1.42 

0.93 

2.70 

1.20 

0.97 

2.23 

0.71 

0.94 

2.88 

1.19 

1.2S 

All Crops 

2.6S 

0.96 

1.35 

2.57 

0.79 

1.32 

2.45 

0.55 

1.40 

2.81 

0.63 

1.4S 
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Source ; Directorate of Economics and Statistics, Ministry of Agriculture, Government of India. 
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Plioto.Ciiie.X-ray. 


It’s about time we came out 
in the open and said so. 
Because, for the last three 
years, INDU’s been making 
the entire range of photo¬ 
graphic products. 

And HPF is much more than 
the only company in India 
to manufacture film: it is 
one of just six companies in 
the world which has the 
sophisticated technology to 
make photo-sensitized film. 

What makes INDU so special 
is this: there are only six 
countries in the world which 
manufacture their own film. 
And, India, thanks to INDU, is 
one of thorn. 

INDU has slowly but steadily 
absorbed technology and 
know-hoV/ from its toreign 
collaborators, and is today 
making photo film to inter¬ 
national standards. 

INDU—the leader with the 
leaders: 

Top professional 
photographers, film-makers, 
cinematographers, and 
radiologists turn to INDU. 

They know that, today, the 
name INDU is synonymous 
with quality. 

The INDU range—your 
proof of quality: 

INDU Roll Film. INDU Bromide 


Paper. INDU Cine Positive. 
INDU Cine Sound Negative. 
INDU X-ray. INDU Polyester 
Base X-ray. INDU Medium ^ 
Contrast Graphic Arts Film. 
INDU Diapositive. INDU 
Document Copying Paper. 

Each product offering you 
quality you can trust — 
because it’s from INDU. 

Yes, today INDU can make 
it on Its own — and make it 
better. Which is why we say 
with confidence: INDU IS 
FILM. 



Hindustan Photo Films 
Mfg. Co. Ltd. 

(A Government of India Enterprise) 
Indunagar, Ootacamv''’d 643 005. 



SAA/HPF/2214 


Ik 
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Indostrial Growth of Indio : 1951-1980— ‘General’ Index 

(Index Numbers with indicated Base) 


InduBtry 


f 

j 


Year 

‘General’ 
Index (Base: 
1956 = 100) 

Percentage 
Change over 
the Previous 
Year 

Year 

‘General’ 
Index (Base: 
1960 - 100) 

Percentage Year/ 

Change over the Period 
Previous Year 

‘General’ 
index (Base : 
1970 - 100) 

ij 

Percentage 
Change over thii 
Previous Ycar| 
Corresponding 
Period of the; 
Previous Ycar^ 




1960 

100.0 


1970 

100.0 


1951 

73,4 


1961 

109.2 

+ 9.2 

1971 

104.4 

+4.4 

1952 

75.6 

-1-3.0 

1962 

119.8 

+ 9.7 

1972 

110.6 

+5.^ 

1953 

77.7 

+ 2.8 

1963 

129.7 

+ 8.3 

1973 

lll.l 

+0,^ 

1954 

83.0 

+ 6.8 

1964 

140.8 

+ 8.6 

1974 

113.1 

+ 1.^ 

1955 

91.9 

+ 10.7 

1965 

153.8 

+ 9.2 

1975 

119.2 

+ 5.4 

1956 

100.0 

+ 8,8 

1966 

153.2 

(-)0.4 

1976 

133.7 

+ 12,3 

1957 

104.1 

44.1 

1967 

152.6 

(- )0.4 

1977 

138.3 

+ 3.4 

1958 

107.5 

+ 3.3 

1968 

163.0 

+ 6.8 

1978 

147.8 

+6.i 

1959 

116.8 

+ 8.7 

1969 

175.3 

+ 7.5 

1979 

149.5 

+ 1.3 

1960 

130.2 

+ 11.5 

1970 

184.3 

+ 5.1 

1980 

148.1 

(-)i4 







(Jan.-Sep.) (P) 








1979 

l.MJ.l 








(Jan.-Sep.) 



(p) 

Provisional and subject to revision. 









Andhra Pradesh State Road Transport Corporation 


We strive to achieve on WHEELS not just performance par excellence but**** 


* Bringing people together. 

* Extending frontiers of knowledge: 

* Unfolding and sharing new experiences in management and maintenance. 

* National integration is an essential aspect of our operations. 

* Reaching out to touch the lives of millions of people, through extensive, inexpensive 
transport. 

* Developing communications in Backward and Tribal Areas. 

* Creating employment. 

* Nurturing ancillaries. 

* WE ARE PROUD OF OUR ACHIEVEMENT IN THE PAST AND WE FACE THE FUTURE 
WITH CONFIDENCE. 


AMHIIAIi NUmn 1981 
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As currencies rise and fall 
will your business 
still remain afloat? 

Find out about the new ECGC E^ri tanne 
Fluctuation Risk Cover Schemes. 




pack^o of services 
to exporters, ECGy now covers risks arising out 
of exchange rate fluctuations. ^ -- 

Two schemes are available 

The Exchange Fluctuation Risk (Bid) Cover ’ 
Scheme covers you from the date of the bid.. 
The Exchange Fluctuation Risk (Contract) Cove? 

. tfo*” date of the contract 

upto^l 5 years arter the award of the contract. 


For more information contact? 

EXPORT 
CREDIT ft 

^arants 

CORPORATION 

UMITED 

(A GOVCRIUMENT OF INDIA ENTERPRISE) 

Head Offica: Express Towers, 10th 
Nanman Point Bombay-400 021. 


eastern economist 
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farfex Nimibm of indastrial Production : 196046 

Use-Based Classification* 




/- 

Year/Period 

f 


General 

Index 

(Crude) 

Basic Capital 

Industries Goods 

Industries 

Intermedi¬ 
ate Goods 
Industries 

Consumer Goods Industries 

Total Durable Non- 

Goods durable 

Goods 




1960 - 100 





-■ 

Weight 

100.00 

25.11 11.76 

25.88 

37.25 

5.6S 

31.57 

1961 


109,2 

112.7 118.0 

105.8 

106.6 

110.8 

105.8 

1962 


119.8 

128.2 153.0 

113.6 

108.0 

112.4 

107.2 

1963 


129.7 

146.5 170.0 

122.9 

110.4 

119.6 

108.7 

1964 


140.8 

152.1 206.2 

132.3 

118.6 

133.6 

115.9 

1965 


153.8 

164.0 244.0 

140.2 

127.5 

166.5 

J20.5 

i<n>6 


153.2 

173.5 210.9 

136.7 

132.7 

179.5 

124.3 

1967 


152.6 

176.5 205.3 

139,7 

125.7 

185.6 

114.9 

1968 


163.0 

194.6 210.3 

148.2 

131.9 

212.4 

117.4 

/I969 


175.3 

212.0 214.0 

154.4 

145.3 

239.7 

128.3 

f 1970 


184.3 

221.7 224.6 

158.8 

154.7 

249.5 

137.6 ' 




1970 = 100 






Weight 

100.00 

32.28 15.25 

20.95 

31.52 

3.4! 

28.11 , 

1971 


104.2 

104.6 105.4 

104.0 

103.4 

110.8 

102.4 

1972 


110.2 

113.0 106.2 

111.2 

108.2 

111.7 

107.8 

1973 


112.0 

109.5 123.6 

114.2 

107.8 

113.0 

107.2 

1974 


114.3 

113.8 129.5 

112.3 

109.7 

125.2 

107.8 

. 1975 


119.7 

129.0 130.1 

113.7 

J07.4 

106.0 

107.6 

\ 1976 


131.4 

147.5 143.8 

122.2 

118.4 

120.0 

118.2 

\l977 


138.3 

155.0 151.7 

125.8 

126.0 

137.0 

124.6 ; 

1978(P) 


147.8 

162.4 156.8 

135.8 

138.3 

147.9 

137.1 ; 

I979(P) 


149.5 

166.2 161.0 

139.6 

135.1 

156.8 

132.5 

1980 (Jan.-June)(P) 

147.9 

161.6 170.4 

138.6 

132.1 

162.1 

128.5 : 


(P)»Provisional and subject to revision. 

* Derived scries (RBI. Classification) [i 

Notes : The industry-wise production indices, prepared by the Central Statistical Organisation (C.S.O.) arc reclassified according to use-base, ^ 
i.e. (i) Basic industries, (ii) Capital goods industries, (iii) Intermediate goods industries and (iv) Consumer goods industries (a) Durable 
goods and (b) Non-durable goods by the Reserve Bank of India. The index numbers for these four groups arc derived by combinina • 
the indices for the individual industries constituting each group/sub-group using the respective weights. However, the General index may . > 
not always be strictly derivable from the consituent group indices as the former takes into account the revisions advised by the C.S.O. which > 
cannot be carried out in the constituent group indices for want of data. 

(2) Revised scries (Base: 1970) of Index Numbers of Industrial Production covering 352 items replacing earlier .series (Base: I960) covering 317 ' 
items was released by the Central Statistical Organisation, mainly to incorporate the structural changes that had taken place since I960 1 
in the industrial sector. The selection of items for the manufacturing group was made on the basis of: (i) regularity in monthly reporting 
of production data and (ii) importance of the item judged by the value of gross annual production/value added. 

Source ; Reserve Bank of India. 
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Index Numbers of Industrial Prodnction (Source ClasaiScation) ]960-<]970 

(Base : 1970 lOO)* 


Code No. Description 

Weight 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 


GENERAL INDEX (CRUDE) 

100.00 

54.2 

59.2 

64.9 

70.4 

76.4 

83.5 

83.1 

82.8 

88.5 

M.i 

1. 

Mining and Quarrying 

9.72 

67.1 

70.7 

77.3 

82.7 

80.1 

88.4 

91.4 

91.2 

96.5 

98.9 

2-3. 

Manufacturing 

84.91 

57.2 

62.4 

68.4 

73.8 

80.8 

86.2 

86.1 

84.8 

89.4 

95.6 

20-21. 

Food 

12.09 

63.5 

69.0 

70.0 

68.9 

75.1 

78.0 

81.1 

70.9 

68.8 

87.2 

22. 

Beverages and Tobacco 

2.22 

58.8 

62.9 

65.7 

64.2 

74.2 

86.8 

94.7 

87.8 

95.7 

96.2 

23. 

Textiles 

27.06 

91.2 

93.7 

96.3 

100.0 

105.2 

104.6 

99.2 

98.1 

102.6 

100.0 

24. 

Footwear 

0.21 

62.0 

71.6 

78.2 

91.9 

91.8 

105.0 

114.2 

120.4 

119.1 

109.8 

25. 

Wood and Cork 

0.80 

50.3 

48.1 

55.3 

60.7 

64.6 

118.4 

102.1 

109.8 

117.7 

128.5 

27. 

Paper 

1.61 

46.2 

48.9 

50.5 

60.1 

63.5 

68.0 

73.9 

77.2 

85.5 

92.4 

29. 

Leather 

0.43 

153.1 

154.6 

169.4 

193.0 

186.5 

186.8 

188.9 

179.6 

158.1 

136.1 

30. 

Rubber 

2.22 

46.4 

52.4 

56.5 

62.8 

66.3 

73.9 

74.3 

79.5 

93.7 

99.9 

31. 

Chemicals 

7.26 

42.3 

47.9 

51.5 

56.7 

61.5 

65.1 

71.1 

72.8 

83.4 

91.9 

32. 

Petroleum and Coal 

1.45 

33.7 

35.7 

38.5 

44.8 

49.3 

52.6 

65.9 

78.8 

87. f 

95.5 

\ 33. 

Non-Metallic Minerals 

3.85 

52.8 

56.5 

61.5 

68.8 

73.3 

78.8 

78.3 

82.4 

81 ..9 

92.5 

34. 

Basic Metals 

7.38 

48.7 

57.8 

69.6 

83.5 

84.8 

87.6 

92.0 

88.5 

94/3 

102.0 

35. 

Metal Products 

2.51 

45.6 

51.4 

53.1 

59.5 

66.6 

93.9 

95.3 

87.7 

82.7 

93.8 

36, 

Non-Electrical Machinery 

3.38 

26.5 

.32.1 

39.7 

47.7 

57.1 

63.2 

75.2 

79.2 

86.7 

91.9 

37. 

Electrical Machinery 

3.05 

27.6 

30.3 

35.9 

42.2 

48.0 

.56.4 

62.1 

67.1 

76.5 

88.8 

38. 

Transport Equipment 

7.77 

75.9 

88.4 

113.5 

118.5 

145.6 

1.54.9 

116.4 

105.0 

108.2 

102.6 

39. 

Miscellaneous 

1.23 

83.3 

85.6 

95.7 

91.7 

116.3 

110.7 

94.0 

117.2 

84.8 

86.1 

5. 

Electricity 

5.37 

29.8 

34.6 

38.9 

44.9 

51.7 

56.9 

61.9 

68.7 

79.4 

90.0 


. '•^Figures have been derived by aiithmalic conversion of the indices viith original base : 1960= 100. 

Source : Seasonality and Trends in the Index of Industrial Production —(Sep., 1979) Bulletin No. lSD/6, Published by the CSO. 




ITl 


The Indian Telephone Induetriea was established in 1948, as free India’s first Public 
Sector Undertaking. In a span of ovar 30 years ITl has achieved complete capability in 
almost alt facets of telecommunication technology. 

Today ITl has grown into a mammoth multi unit Industrial Complex employing 
about 27,000 people. ITI's manufacturing facilities are spread over nine factories—four In 
Bangalore, two at Naini and one each at Srinagar, Rae Bareli and Palghat. The present 
turnover of ITl is over Rs. 109 crores. 

With the expansion and modernisation of telecommunication facilities in the 
country, the demand for telecommunication equipment is continuously increasing. The 
ITl is poised to meet this challenge. 

INDIAN TELEPHONE INDUSTRIES LTD., 

16 MUSEUM ROAD. BANGALORE-S60 001. 
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The Course of Indian Organised Industrial Production : 1970 to 1980 (Source Classification) 

(Monthly Averages or Calendar Months) 


(Index Numbers with Base : 1970 ~ 100)' 

__ __ '< 


Code No. Description Weight 

1971 

1972 

1973 

1974 

1975 

(Re¬ 

vised) 

1976 

(Re¬ 

vised) 

1977 

1978 

1979 

January-Sep.^l 

1979 1980 

(P) :i 

3 


GENERAL INDEX (CRUDE) 

100.0 

104.4 

110.6 

111.1 

113.1 

119.2 

133.7 

138.3 

147.» 

149.5 

150.1 

148,tl; 

1. 

Mining and Quarrying 

9.69 

101.0 

105.0 

107.0 

113.2 

127.9 

136.8 

139.9 

142.1 

148.5 

149.3 

142.4 J 

2-3. 

Manufacturing 

81.08 

104.5 

110.5 

111.2 

111.9 

116.0 

130.3 

135.1 

144.4 

144.7 

145.1 

143.^ 

20. 

Food except Beverages 

7.74 

98.1 

101.1 

96.8 

97.8 

106.0 

110.8 

118.4 

138.5 

130.0 

134.1 

124.4} 

21. 

Beverage.s 

0.69 

117.0 

163.5 

193.6 

142.4 

186.1 

262.6 

347.0 

397.9 

279.2 

261.6 

271 .k: 

22. 

Tobacco 

2.21 

104.5 

98.6 

101.9 

99.7 

94.2 

106.8 

107.7 

112.5 

124.9 

124.7 

117.81; 

23. 

Textiles 

17.43 

100.0 

105.5 

104.1 

102.8 

101.3 

105.7 

103.3 

109.7 

110.0 

107.9 

115. 

24. 

25. 

Footwear etc. 

Wood & Cork except 

0.34 

99.5 

85.1 

92.5 

89.9 

91.0 

90.7 

80.4 

73.1 

75.8 

76.3 

72.1 

\ 


furniture 

0.49 

112.6 

114.0 

50.4 

103.2 

105.6 

115.4 

131.4 

124.0 

129.5 

122.7 

133.3! 

27. 

29. 

Paper and Paper Products 

Leather and Fur Products 

2.24 

104.3 

107.7 

109.2 

116.1 

108.5 

111.8 

112.8 

121.0 

124.0 

122.9 

128.7 


except Footwear, etc. 

0.32 

93.6 

100.4 

115.0 

109.3 

118.5 

102.8 

104.2 

71.6 

72.3 

75.3 

110,2‘ 

30. 

31. 

Rubber Products 

Chemical & Chemical Pro- 

2.22 

108.9 

114.2 

112.7 

121.0 

123.1 

121.7 

127.9 

143.2 

142.7 

141.5 

145.6; 

32. 

ducts 

Products of Petroleum and 

10.90 

112.2 

124.9 

126.7 

123.0 

132.8 

155.4 

171 .6 

182.6 

187.3 

187.5 

179,2 

3.^. 

Coal 

Non-metallic mineral pro¬ 
ducts except Petroleum and 

1.62 

106.2 

106.0 

III .4 

113.0 

119.6 

124.8 

132.7 

141 .0 

153.4 

150.8 

I38,i 


Coal 

3.33 

109.7 

116.5 

117.6 

118.1 

119.0 

140.8 

147.4 

152.4 

157.8 

150.3 

oo 

34. 

35. 

Basic Metal Industries 

Metal Products except Ma¬ 
chinery and Transport Equip¬ 

8.84 

102.8 

112.3 

102.2 

104.2 

116.4 

139,7 

144.8 

144.9 

138.9 

141.7 

130.te 

36. 

ment 

Machinery other than Elec¬ 

2.77 

105.5 

114.9 

107.6 

.122.0 

124.6 

131 .8 

137.0 

154.9 

162.7 

162.9 

149 .Sk; 

■'jj 


trical 

5.55 

115.7 

121.0 

144.1 

152.9 

159.6 

165.0 

179.8 

202.2 

204.9 

207.0 


37. 

Electrical Machinery etc. 

5.30 

105.4 

115.0 

11.3.3 

113.1 

120.3 

129.9 

145.5 

151.1 

163.3 

166.6 

166,1 

•■V, 

38. 

Transport Equipment 

7.39 

100.0 

99.1 

109.7 

109.0 

106.3 

149.1 

124.5 

124.6 

125.5 

124.6 

129 ^ 

39. 

Miscellaneous 

IJO 

95.7 

89.0 

83.9 

78.3 

73.3 

80.6 

99.9 

133.4 

120.6 

124.4 

113.1 

5. 

Electricity ; 

9.23 

107.2 

116.8 

114.8 

124.1 

138.6 

160.3 

165.4 

183.6 

193.0 

195.1 

'"4 

- 


(P) — Provisional and subject to revision. . * ' ; 

"" • Central Statistical Organisation, (Industrial Statistics Wing\ Department of Statistics,} 

Ministry of Planning, Government of India, New Delhi. 



315 


JANUARY 23, 1981 

' ' r.J 








K your Swheelor 
Ims Io hove 
apotrolpump 

in tow.... 

...it's time you refitted it 
with an Ibex Carburettor. 

It's like refitting original newness back into 
your two wheeler. 

Lamby. Suvega, Hero Majestic and Sujatha 
have Ibex Carburettors as Original equipment. 

So when it's time to replace your carburettor, 
make sure you do it with an Ibex Carburettor the 
manufacturer's choice for original equipment. 
The Ibex range also includes carburettors 
for replacement on Lambretta scooters. 

Ibex Carburettors— 
a name that spells 
economy. 



CARBURETTORS LTD., 

118. Mount RomI. UtodrM 60000a.. 
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India's Foreign Trade vis-a-vis National Income : 1950-51 to I9t0 


Foreign Trade 


(Amount in Rs crores) 


Period/Plan/Ycar 

Imports 

(~^) 

Exports 
( + ) 

Balance 

of 

Trade 

Percentage Change 
over the previous 
year 

Imports Exports 

National 

Income 

at 

Current 

Prices 

Imports Exports 
(col. 1) (col. 2) 

... 

As per cent of 
National Income al 
Current Prices 
(col. 6) 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Pre-Plan 

1950-51 

650 

601 

-49 



8,833 

7.36 

6.80 

First Plan 

1951-52 

979 

733 

—246 

+ 50.6 

+ 22.0 

9,156 

10.69 

8.01 


1952-53 

702 

577 

—125 

-28.3 

-21.3 

8,935 

7.86 

6.46 


1953-54 

610 

531 

-79 

- 13.1 

—8.0 

9,601 

6.35 

5.53 


1954-55 

656 

592 

—64 

+ 7.5 

+ 11.5 

8,745 

7.50 

6.77 


1955-56 

774 

609 

-165 

+ 18.0 

+ 2.9 

9,272 

8.35 

6.57 

Second Plan 

1956-57 

903 

620 

-283 

+ 16.7 

+ 1.8 

10,723 

8.42 

5.78 


1957-58 

1,036 

635 

-401 

+ 14.7 

+ 2.4 

10,701 

9.68 

5.93 


1958-59 

904 

573 

--331 

-12.7 

-9.8 

12,023 

7.52 

4.77 


1959-60 

957 

639 

--318 

+ 5.9 

+ 11.5 

12,429 

7.70 

5.14 


1960-61 

1,122 

642 

—480 

+ 17.2 

+0.5 

13,263 

8.46 

4.84 

Third Plan 

1961-62 

1,092 

661 

-431 

-2.7 

+ 3.0 

13,987 

7.81 

4.73 


1962-63 

1,131 

685 

—446 

+ 3.6 

+ 3.6 

14,795 

7.64 

4.63 


1963-64 

1,223 

793 

—430 

+ 8.1 

+ 15.8 

16,977 

7.20 

4.67 


1964-65 

1,349 

816 

—533 

+ 10.3 

+ 2.9 

20,001 

6.74 

4.08 


1965-66 

1,409 

806 

—603 

+ 4.4 

-1.2 

20,637 

6.83 

3.91 

Annual Plans 

April and May 1966 

227 

128 

-99 




0.95 

0.54 








23,848 




June 1966-March 1967 

1,675 

967 

—708 




7.02 

4.05 


1967-68 

2,008 

1,199 

-809 



28,054 

7.16 

4.27 


1968-69 

1,909 

1,358 

- 551 

- -4.9 

+ 13.3 

28,607 

6.67 

4.75 

Fourth Plan 

1969-70 

1,582 

1,413 

- 169 

— 17.1 

+ 4.1 

31,606 

5.01 

4.47; 


1970-71 

1,634 

1,535 

—99 

+ 3.3 

+ 8.6 

.14,235 

4.77 

4.48 


1971-72 

1,825 

1,608 

--217 

+ 11.7 

+ 4.8 

36,573 

4.99 

4.40 


1972-73 

1,867 

1,971 

+ 104 

+ 2.3 

+ 22.6 

40,270 

4.64 

4.89 


1973-74 

2,955 

2.523 

- - 432 

+ 58.3 

+ 28.0 

50,424 

5.86 

5.00 

Fifth Plan 

1974-75 

4,519 

3,329 

1,190 

+ 52.9 

4 31.9 

59,083 

7.65 

5.63 


1975-76 

5,265 

4,043 

— 1,222 

+ 16.5 

+ 21.4 

61,644 

8.54 

6.56 


1976-77 

5,074 

5,146 

+ 72 

—3.6 

+ 27.3 

66,885 

7.59 

7.69 


1977-78 

6,025 

5,404 

- 621 

+ 18.7 

+ 5.0 

74,794 

8.06 

7.23 


1978-79 

6,814 

5,726 

- 1,088 

+ 13.1 

+ 6.0 

80,090 

8.51 

7.15 

Annual Plan 

I979-80(PR) 

8,687.5 

6,424.6 

2,262.9 

+ 27.5 

I2+.2 




Sixth Plan 

Apri 1-Sept. 1980(P) 

5,781.6 

2,853.8 

-2,927.8 







April-Sept. 1979(P) 

3,690.1 

2,890.9 

—799.2 







April-Sept. 1979(R) 

4,098.4 

3,110.8 

- -987.6 





' 


(P)=sprovisional and subject to revision. (PR)“Partially Revised. (R)—Revised. 


Notes * 

The foreign trade data relate lo total sea, air and land trade on private and Government accounts. With effect from April, 1963 trade of Goa* 
Daman and Diu as well as Andaman and Nicobar Islands, land-borne trade with Nepal and exports by parcel post of pearls and precious stoneik 
are included. Direct transit trade, transhipment trade, ships* stoics and passengers* baggage arc excluded. Data include silver (other than currency 

- ^ ___4 ..»4 Sc-oiic/l inHirpr*t fninvif traHA artrl fiv nrirr#*! riivl FxnnrK 



on foh basis inclusive of export doty Indian rupee was devalued on June 6.1966. Data from June 1966 onwards are not comparable with those; 
fOTt& Mr&S The ex^rt ttsf“ '.''70 to March, 1973 arc based on original copy of the shipping bills whereu 

the figures for the rest of the period are based on the finally passed shipping bills. 

Sources : (i) Directorate General of Commercial Intelligence and Statistics for cols, (t) and (2)k‘ 
(ii) Central Statistical Organisation for col. (6). 
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ssai; 

Thfr Grindlays branch/associate network offers you a 
comprehensive coverage of major trading, nations as 
wide-ranging in size and oppgitunUjyBis Australia 
and 


p\/lade in India' goes global 
lyvith Grindlays vast network 
fin 37 countries. 


It is no exaggeration to say that 
foday, the whole world is a stage 
iMhere goods made in India perform 
Ireditably. 

%fie list is long and impressive, 
wtakes in its enterprising stride the 
mdltionai as well as the non- 
mraitionaL right from cashewnuts 
pid seafoods and leather goods 
phd ready-to-wear to fertilizer and 
lieel plonts and sophisticated 
Pectronic equipment and know-how. 

is where the Grindlays world- 
Picle network of branches/offices in 
p]2^countries can play the best 

I EASTERN ECONOMIST 


supporting role to India's star 
performers. 

The Grindlays role can take many 
shapes. Perhaps, you need a survey 
to feel the pulse of the market 
you've in mind. Or, an exploratory 
study of a virgin territory. Or. an 
investigation of the creditworthiness 
of a prciipect. Or. mayb^. you need 
help v/ith export finance including all 
those irksome formalities. 

In all such cases, you can count on 
our global resources to assist you In 
reading the world of export 
opportunities like en open book. 


All of which leads on to one simple 
conclusion. When all the world is 
your stage, Grindlays ought to be 
behind the scenes to win for your 
' show the success it deserves. 




I Grindlays. 
Bank | 
Limited | 

incarparMitftedituetelQMeas £ 

.. MNixApy 39 , IjISI 
















































India’s Oyerall Balance of Pas^ments: 1950-51 to 1977-78 
(Current Account) 


(Rs crores) 


Period/Plan/Year Merchandise* Invisibles Total Current Transactions 




Credits 

Debits 

Net 

Credits 

Debits 

Net 

Credits 

Debits 

Net ■ 



(+) 

(-) 


(+) 

(-) 


(+) 

(-) 




0) 

(2) 

(3) = 

(4) 

(5) 

(6) ^ 

(7)- 

(8)~ 1 

(9)=-(8+9 





(1 + 2) 



(4-t-5) 

(1+4) 

(2-1-5) 

-(3+6) 

Pre-Plan 

1950-51 

646.8 

650.3 

-3.5 

139.5 

97.1 

+42.4 

786.3 

747.4 

+ 38.9 

First Plan 

1951-52 

730.1 

962.9 

-232.8 

178.8 

108.6 

+ 70.2 

908.9 

1,071.5 

—162,6 


1952-53 

601.9 

633.0 

-31.1 

193.4 

102.1 

+ 91.3 

795.3 

735.1 

+ 60.2 


1953-54 

539.7 

591.8 

--52.1 

190.7 

91.2 

+ 99.5 

730.4 

683.0 

+47.4 


1954-55 

596.6 

689.7 

-93.1 

204.5 

105.4 

+ 99.1 

801.1 

795.1 

+6.0 


1955-56 

640.3 

773.1 

-132.8 

255.9 

116.4 

+ 139.5 

896.2 

889.5 

+ 6.7 

Second Plan 

1956*57 

635.2 

1,102.1 

-466.9 

265.5 

111.4 

+ 154.1 

900.7 

1,213.5 

~3J2.8 


1957-58 

668.6 

1,233.2 

-564.6 

249.0 

115.8 

+ 133.2 

917.6 

1,349.0 

-431.4, 


1958-59 

576.3 

1,029.3 

-453.0 

253.1 

127.1 

+ 126.0 

829.4 

1,156.4 

—327.0 


1959-60 

627.4 

932.3 

—304.9 

260.1 

140.8 

+ 119.3 

887.5 

1,073.1 

—185.6 


1960-61 

630.5 

1,105.7 

- 475,2 

259.9 

177.1 

+ 82.8 

890.4 

1,282.8 

—392.4 

Third Plan 

1961-62 

668.3 

1,006.0 

- -337.7 

234.3 

203.0 

+ 31.3 

902.6 

1,209.0 

—306.4 


1962-63 

680.9 

1,096.8 

- -415.9 

284.1 

222.2 

+ 61.9 

965.0 

1,319.0 

—354.0 


1963-64 

801.6 

1,245.0 

-443.4 

325.9 

231.9 

+ 94.0 

1,127.5 

1,476.9 

—349.4 


1964-65 

800.9 

1,420.8 

-619.9 

422.6 

254.7 

+ 167.9 

1,223.5 

1,675.5 

—452.0 


1965-66 

oc 

1,367.9 

--583.4 

344.8 

272.1 

+ 72.7 

1,129.3 

1,640.0 

—510.7 

Annual Plans 

1966-67 

1,086.5 

1,991.1 

-904.6 

459.5 

398.8 

+ 60.7 

1,546.0 

2,389.9 

-843.9 


1967-68 

1,257.9 

2,055.7 

---797.8 

432.5 

441.1 

—8.6 

1,690.4 

2,496.8 

—806.4 


1968-69 

1,367.4 

1,740.5 

373.1 

462.8 

454.9 

+7.9 

1,830.2 

2,195.4 

-365.2 

Fourth Plan 

1969-70 

1,403.9 

1,582.3 

- 178.4 

4.37.5 

476.1 

—38.6 

1,841.4 

2,058.4 

-217.0 


1970-71 

1,402.7 

1,720.4 

-317.7 

489.1 

502.8 

—13.7 

1,891.8 

2,223.2 

—331.4 


1971-72 

1,555.4 

1,993.6 

—438.2 

540.4 

503.7 

+ 36.7 

2,095.8 

2,497.3 

—401.5 


1972-73 

1,895.5 

2,146.5 

-251.0 

526.1 

526.7 

—0.6 

2,421.6 

2,673.2 

—251.6 


1973-74 

2,350.7 

2,729.3 

—378.6 

2,256.51 

576.5 

+ 1,680.0 

4,607.2 

3,305.8 

+ 1,301.4 

Fifth Plan 

1974-75 

3,179.7 

4,156.9 

-977.2 

899.lt 

566.3 

+ 332.8 

4,078.8 

4,723.2 

—644.4 


1975-76 

4,177.6 

4,744.1 

-566.5 

1,609.3 

748.6 

+ 860.7 

5,786.9 

5,492.7 

+294.2 


1976-77 

5,133.1 

4,816.9 

+ 316.2 

2,154.0 

944.4 

+ 1,209.6 

7,287.1 

5,761.3 

+ 1,525.8 


1977-78 

5,433.5 

5,541.0 

—107.5 

2,806.7 

964.5 

+ 1,842.2 

8,240.2 

6,505.5 

+ 1,734.7' 


* Exports f.o.b.; Imports c.i.f. 

(a) Beginning with the quarter October-Dcccrobcr. 1965, the basis for recording of the exports data was changed from shipments approved 
during a month to actual shipments in respect of which documents were negotiated during a month. 

t Includes Rs. 1664.0 crores in 1973-74 and Rs. 16.4 crores in 1974-75 of official transfer receipt under the agreement of Februrary 18, 1974 
between the Governments of India and the USA on the disposition of PL 480 and other rupee funds. 

Notcl. The rupee equivalent of all foreign currency transactions iipto end-May, 1966. has been arrived at by applying the pre-dcvaluatioil 
exchange rates and of those during the subsequent period by using the current exchange rates. 

2. Beginning with the year 1962-63 merchandise transactions and thereafter all transactions relating to Goa, Diu & Daman are included. 

3. Debits represent transactions which increase assets or decrease liabilities. Credits are items which decrease assets or increase liabilitiet. 

Sources : Reserve Bank of India. 


ANNUAL NUMBBR 1981 


318a 


JANUARY 23, 1981 





cold twisted TISOONffi 
cold twisted nSOON 50 


To build stronger 
bridges, dams, 
buildngs — 
structures that will last 
ages. By imparting 
greater bond strength, 
tfiese reinforcing 
will increase life, save 
steel and bring in 
econorr^. 


For fbther I nforimflon aid your rtqulr«nMnlt,pleaM wilte to ar^ of Ihe MoiMlno; 


nredor of MartwHng 
The Tata Iron and Slad Co Ud 
43 Chowringhee Road 
CakuOaTOOOTI 


The Regional Manager (Soutti) 
The Tata Iran and Steel Co Ltd 
20 J A^ahatma GandN Road 
960 001 


Area Mnaean «l t 


The Regional Manager (North) 
The Tata Iron and Sed Co Ltd 
Bank of Baroda Building 
16 rwilament Street 
MewDeIN 110 001 

The Regional Manager (Ead) 
The Tata Iron and Steel Co Ltd 
43 Choivringhee Road 
Calcutta 700 071 


The Regional Manager (Weat) 
The Tata kon and Steel Co Ltd 
Near India Assurance Buldlngs 
87 Mahatma GandN Road, Fort 
Bombay 400 023 


Bombay. Bhopal, 

Calcutta, Cochin (EnjaltUyinii^ 
TMhi. Jamshedpur, 

Juilunder, Kanpur. 

Madras, Nagpur, 
r^tna. SecundoabaA 



IMA STEEL 
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ladia’s Over all Balance of Payments : 1950-51 to 1977-78 
(Capital Acconnt) 

(Rs. crores) 


India’s Terms of Trade and Index Numbers of Exports and 
Imports : 1968-69 to 1979-80 

(Base : 1968-69 - 100) 


Fourth Plan 


Fifth Plan 


Period/Plan/Year 

Total Capital 
and Monetary Gold 

Credits 

(+) 

Debits 

(~) 

Net 

(1) 

(2) 

(3)=(l+2) 

Pre-Plan 

1950-51 

134.0 

166.2 

- 32.2 

First Plan 

1951-52 

286.6 

79.0 

+ 207.6 


1952-53 

112.9 

147.4 

—34.5 


1953-54 

83.4 

133.1 

—49.7 


1954-55 

97.1 

91.0 

+ 6.1 


1955-56 

100.3 

89.4 

+ 10.9 

Second Plan 

1956-57 

436.7 

123.6 

+ 313.1 


1957-.58 

627.4 

188.1 

+439.3 


1958-59 

505.6 

149.5 

+ 356.1 


1959-60 

502.9 

292.8 

+ 210.1 


1960-61 

581.8 

183.1 

+ 398.7 

Third Plan 

1961-62 

701.9 

403.3 

+ 298.6 ' 


1962-63 

627.6 

279.5 

+ 348.1 


1963-64 

676.8 

272.8 

+ 404.0 


1964-65 

962.5 

461.7 

+ 500.8 


1965-66 

1,053.1 

530.0 

+ 523.1 

Annual Plans 

1966-67 

1,689.3 

858.8 

+ 830.5 


1967-68 

1,740.8 

859.6 

+ 881.2 1 


1968- 69 

1969- 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 

1975- 76 

1976- 77 

1977- 78 


1.273.2 

1.155.5 

1.451.3 

1.239.6 
1,052.1 
1,686.8 

2,542.9 

2,369.5 

2.105.3 
1,963.2 


794.3 

924.1 

1,041.2 

772.9 

768.9 
2,780.7-j- 

1,602.4 

2.421.7 
3,307.0 

3.682.8 


+ 478.9 

+ 231.4 
+ 410.1 
+ 466.7 
+ 283.2 
1,093.9 

■4 940.5 
-52.2 
-1,201.7 
-1,719.6 


t Includes repayment of rupee loans of Rs. 1737.9 crorcs under the 
agreement of+ebrurary 18, 1974 between the Governments of India and 
the U.S.A. on the d'sposition of PL 480and other rupee funds. 

Notes: 

1. The rupee equivalent of all foreign currency transactions upto 
end-May, 1966, has been arrived at by applying the pre-devaluation 
exchange rales and of those during the subsequent period by using the 
current exchange rates. 

2. Beginning with the year 1962-63 merchandise transactions and 
thereafter all transactions relating to Goa, Diu & Daman arc included. 

3. Debits represent transactions which increase assets or decrease 
liabilities. Credits are iiemswhich decrease assets or increa.«e liabilities 

Source ; Reserve Bank of India. 


- Year 

Unit Value 
Index 

Net 

Terms 

of 

s Trade 

Quantum Index 

Gross 
Terms, 
ts of ■ 

Trade i 

Exports 

Imporl 

Exports 

Import 

(1) 

(2) 

(3) 

(4)- 

(2) 

- /lOO 
(3) 

(5) 

(6) 

(2) =* ,, 
(6) 

— xIOO 
(5) 

1969-70 

104 

100 

104 

100 

84 

84 

1970-71 

106 

100 

106 

106 

87 

82 

1971-72 

108 

93 

116 

107 

105 

98 

1972-73 

120 

97 

124 

120 

99 

83 

1973-74 

146 

138 

106 

125 

114 

91 

1974-75 

183 

239 

77 

133 

100 

7S, 

1975-76 

197 

280 

70 

147 

99 

67 

1976-77 

210 

278 

76 

174 

97 

56 

1977-78 

236 

249 

95 

168 

130 

78 

1978-79 

234 

260 

90 

180 

140 

78 

April 1979 

244 

300 

81 

210 

119 

57 

May 1979 

241 

333 

72 

184 

114 

62 

June 1979 

267 

333 

80 

154 

107 

69 


Source : Directorate Geneial of Commercial Intelligence and 
Statistics, Ministry of Commerce and Civil Supplies^ 
Government of India. 

I LIVE A LOT MORE BRIGHTER 

^ Live red, live blue, live pastel, live 593 colours and designs. 

? COIR FLOOR COVERING lets you choose the designs 
^ and colour you want to live with. 

S And what's more C^’OIR FLOOR COVERING stays 
^ cool during summer, keeps the chill off your feet during 
winter. It is dust proof and lasts a long lime. 

Take a look at the wide range of COTR PRODUCTS 
in our Showrooms—ft's going to sweep you right off your 
feel. 

*DOOR MATS *MATTING •MOURZOUKS *PILE 
CARPETS ♦RUBBERISED COIR CUSHIONING. 

COIR PRODUCTS —Easy on your feet 

Easy on your wallet 


For your requirements please contact : | 

SECRETARY, COIR BOARD, COCHIN-682 016 \ 

(KERALA) j 
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India’s Foreign Exchange Reserves : 1950-51 to 1980 


As at the end of the period SDR’s Gold Foreign As at the end of the period SDR’s Gold Foreign 

(Millions) Exchange (Million) Exchange 


(Rs. crores) 


(Rs. crores) 


. Pre-Plan 

1950-51 

117.76 

911.39 

First Plan 

1951-52 

117.76 

746.67 


1952-53 

117.76 

763.38 


1953-54 

117.76 

792.25 


1954-55 

117.76 

774.12 


1955-56 

117,76 

784.59 

' Second Plan 

1956-57 

117.76 

563..34 


1957-58 

117.76 

303.46 


1958-59 

117.76 

261.16 


1959-60 

117.76 

245.10 


1960-61 

117.76 

185.85 

: Third Plan 

1961-62 

117.76 

179.55 


1962-63 

117.76 

177.34 


1963-64 

117.76 

188.05 


1964-65 

133.76 

115.92 


1965-66 

115.89 

182.09 

Annual Plans 

1966-67 

182.53 

295.91 


1967-68 

182.53 

356.02 


1968-69 

182.53 

394.17 



# Also BriKifit's Postil Tuition for MBBS ontranco oxams'll iH over I 

# BriKant'sS WNk Postal Tuition for IAS Profim'BI 


Fourth Plan 1969-70 

122.7 

182.53 

546.37 

1970-71 

148.9 

182.53 

438.12 

1971 72 

247.7 

182.53 

480.38 

1972-73 

246.5 

182.53 

478.90 

1973-74 

244.9 

182.53 

580.78 

Fifth Plan 1974-75 

234.9 

182.53 

610.50 

1975-76 

202.8 

182.53 

1,491.70 

1976-77 

187.4 

187.80 

2,862,99 

1977-78 

161.6 

193.09 

4,499.75 

1978-79 

364.9 

219.50 

5,219.86 

Annual Plan 1979-80 

529.1 

224.71 

5,163.66 

Annual 

Plan 1979-80 

April J979 

.369.1 

219.50 

5,496.75 

May 

319.2 

219.50 

5,406.78 

June 

3.32.0 

219.50 

5,346.21 

July 

345.0 

219.50 

5,333.89 

August 

345.0 

219.50 

5,485.72 

September 

352.0 

219.50 

5,6.35.90 

October 

366.0 

219.50 

5,560.78 

November 

371.0 

219.50 

5,362.00 

Oecember 

371.0 

224.71 

5,395.02 

January 1980 

500.1 

224.71 

5,412.54 

February 

513.1 

224.71 

5,262.68 

March 

529.1 

224.71 

5,163.66 

Sixth Plan 

April 1980 

523.0 

224.71 

4,854.39 

May 

523.0 

224.71 

4,890.2 

June 

523.0 

224.71 

4,774.90 

July 

515.7 

224.71 

4,582.49(P) 

August 

522.4 

224.71 

5,245..59(P)t 

September 

522.4 

224.71 

5.209,13(P) 


Provisional 


t Includes Rs. 815 crores drwings from IMF -Rs. 541 crores from 
Trust Fund and Rs. 274 crores as compensatory financing. 

Notes : 

1. Gold is valued at Rs. 5.1.58 per 10 grams upto May, 19^ 6, and at 
Rs. 84.39 per 10 grams thereafter; the increases in gold holding.s in 1976-77 
1977-78, 1978-79 and 1979-80 (December, 1979) are due to restitution 
of gold by IMI' to India. The increase in 1978-79 is also on account of 
purchase of gold under the non-competitive bid at IMF’s gold auction. 

2. All foreign exchange holdings are valued at par/ccntral rates upto 
June, 1972, except for the holdings of Canadian dollars from June, 1970, 
to June, 1972, which arc valued on the basis of the monthly averages of 
spot buying and selling rales in New York, and the holdings of l^utsch 
ngirks from May to November, 1971, and of yen and sterling from 
Seplembcr to November, 1971. which are valued on the basis of the 
monthly avereages of spot buying and selling rates in London. From July 
1972, holdings in sterling arc valued at the average of Reserve Bank’s 
spot buying and selling rates; all other foreign exchange holdings arc 
valued on the basis of the monthly averages of the spot buying and 
selling rates in London from July, 1972, to April, 1974, and on the basis of 
the average ofspot buying and selling rates in London from May, 1974. 

Source : Reserve Bank of India, 
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IN TIMES OF PLENTY 

.the grower need no longer be afraid of 

producing more and more. 

Food Corporation provides him a ready market for his 
surplus.... right through the year and at remunerative 
prices too. 

AND 


IN TIMES OF SCARCITY 

.the consumer need no longer be afraid of 

soaring prices and shortages....Food Corporation ensures 
steady supply at a reasonable price. 

Planned procurement, storage, movement, distribution and 
building up a reserve of foodgrains helps in the battle 
against hoarding and profiteering. 


FOOD CORPORATION OF INDIA 

IN THE SERVICE OF THE NATION 
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DEPARTMENT OF INDUSTRIES & COMMERCE 

(Government of Tamilnadu) 


\) The Electrical and Electronics Wing under the 
Directorate of Industries and Commerce, Govern¬ 
ment of Tamilnadu has taken significant steps 
for overall development in this field. Necessary 
fillip and boost to this industry particularly in 
Small Scale Sector have been provided by creat¬ 
ing the Infrastructure for its promotion through 
Government Agencies and Corporate Agencies. 


A Data Bank has been set up for the coliection 
and dissemination of information on the develop¬ 
ment of Electrical and Electronics Industries. 
This Wing provides package assistance to 
Electrical and Electronic Industries with fuliy 
developed industrial estates, test and develop¬ 
ment facilities, entrepreneurial guidance and 
project counselling etc. Ready product profiles 
are available for potential entrepreneurs. 


ii) The Chemical Wing under the Directorate of 
Industries and Commerce, Government of Tamil¬ 
nadu, has in its fold testing laboratories to 
provide all types of testing facilities to Indus¬ 
trialists. Only concessional rates are charged 
for small scale Industries. The wing also pro¬ 
vides Project Profiles for Small Scale Chemical 
and Allied Industries, answers to technical 
enquiries, and provides facilities for pilot plant 
studies in limited fields. Other activities include 
equitable distribution of scarce raw materials. 
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iii) The Geology Wing under the Directorate of 
Industries and Commerce is carrying out inten¬ 
sive exploration for minerals. The Wing has 
contributed in the formation of several mineral 
based industries like Aluminium, chemicals, 
Portland cement, ceramics etc. 


iv) Industrial Co-operatives formed under the Direc¬ 
torate of Industries and Commerce, Government 
of Tamilnadu cover not only Industrial Workers 
and Handicrafts artisans but also weaker sec¬ 
tions like Small Tea Growers, Small Match 
Producers, Brick manufacturers. Small Industria¬ 
lists, Taxi and Auto Drivers, Small Printers, 
un-employed Engineers etc.. 217 societies have 
been formed exclusively for Women, 23 Societies 
for Harijan and 5 Societies for Backward Class 
People. In 1979-80, this Department has organi¬ 
sed 203 societies mostly Match Service and 
Workers Societies with a view to create more 
employment opportunities in the rural areas. 

Industrial Co-operative Tea Factories purchase 
green leaves from the Small Tea Growers at 
better prices, distributes manure for their 
gardens and also render all assistance to get 
better yield from the tea gardens. Match Service 
Societies distribute raw materials to their mem¬ 
bers and arrange marketing the products. 

The 550 industrial Co-operatives functioning In 
this Department provide employment opportu¬ 
nities to about one lakh of persons In Tamilnadu. 
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latow of External Anistaoce to India—Grow and Net: 1961-42 to 1979^ 


^ Pcriod/Plan/Year 

Gross 

Aid 

Utilisa¬ 

tion 

Debt Services 

1 

Net 

Inflow 

of 

Aid 

Amor¬ 

tisation 

Interest 

Pay¬ 

ments 

Total 

Debt 

Services 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

TUrd Plan 1961-62 

338 

58 

33 

91 

247 


1962-63 

444 

48 

39 

87 

357 


1963-64 

590 

54 

46 

100 

490 


1964-65 

723 

69 

52 

121 

602 


1965-66 

772 

77 

67 

144 

628 

Annual 

1966-67 

1,132 

157 

115 

272 

860 

Plans 

1967-68 

1,177 

194 

122 

316 

861 


1968-69 

913 

207 

137 

344 

569 

Fourth 

1969-70 

837 

238 

142 

380 

457 

Plan 

1970-71 

780 

254 

158 

412 

368 


1971-72 

821 

271 

175 

446 

375 


1972-73 

605 

302 

177 

479 

126 


1973-74 

803 

300 

184 

484 

319 



(891) 

(355) 

(196) 

(551) 

(340) 

Fifth Plan 

1974-75 

968 

331 

181 

512 

456 



(1.087) 

(368) 

(201) 

(569) 

(518) 


'i 

(Rscrores) ' 

- - i 


Period/Plan/Year 

Gross 

Aid 

Utilisa¬ 

tion 

Debt Services 

Net 

inflow 

of 

Aid 

Amor¬ 

tisation 

Interest 

Pay¬ 

ments 

Total 

Debt 

Services 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1975-76 

1,436 

335 

174 

509 

927 


(1,739) 

(427) 

(224) 

(651) 

(1,088) 

1976-77 

1,248 

383 

187 

570 

678 


(1,529) 

(471) 

(242) 

(713) 

(816) 

1977-78 

1,076 

464 

203 

667 

409 


(1,249) 

(561) 

(260) 

(821) 

(428) 

1978-79 

1,094 

479 

218 

697 

397 


(1,332) 

(600) 

(286) 

(886) 

(446) 

Base Year 1979-80 

1,127 

440 

238 

678 

449 

for the Sixth Plan 

(2,351) 

(570) 

(301) 

(871) 

(480) 


Notes:1. Figures uplo March, 1966, are not comparable with those for the ? 
later period because of the devaluation of the rupee in June, 1966. 

2. Gross aid utilisation includes debt relief provided in the form 
of refinancing credits and grants. Debt service payment in these cases ' 
arc covered in cols (3) and (4). 

3. Figures in paranlhescs indicate the rupee values at the current rates 
of exchange during re.spectivc years. 

4. Both amortisation and interest payments exclude payments which ; 
are either postponed or rescheduled. 

Source : Klil Report on Currency and Finance^ 1979-HO (and earlier issues). 
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Inflow of External Assistance Gross and Net : 1966-fl7 to 1979-80 (Cjovemment Account) 


(Amount in Rs Crorcs) 


Period/Plan/Year 




Overall External Assistance ; Gross Disbursements (Utilisations) ^ 

Loans 

Grants 

Total 

2+3 

PL 480/665 Assistance Grand 
Repayable in Total 

Of 

which: 

Untied 

Credits* 

Rupees 

^ -r V 

Convertible 

Currency 

(1) 



(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(7a) 

Annual Plans 

1966-67 


674.7 

97.1 

771.8 

359.6 


1,131.4 

183.1 


1967-68 


793.2 

60.7 

853.9 

310.9 

30.8 

1,195.6 

253.9 


1968-69 


679.8 

65.2 

745.0 

84.5 

73.1 

902,6 

156.5 

Fourth Plan 

1969-70 


660.7 

26.1 

686.8 

107.5 

62.0 

856.3 

J96.3 


1970-71 


658.9 

43.5 

702.4 

37.7 

51.3 

791.4 

160.6 


1971-72 


671.7 

50.5 

722.2 

8.8 

103.1 

834.1 

177.9 


1972-73 


649.9 

12.0 

661.9 


4.3 

666.2 

277.6 


1973-74 


1,015.0 

20.7 

1,035.7 



1,035.7 

451.1 

Fifth Plan 

1974-75 


1,220.4 

93.9 

1,314.3 


., 

1,314.3 

647.9 


1975-76 


1,464.9 

283.3 

1,748.2 

, . 

92.3 

1,840.5 

854.8 


1976-77 


1,285.3 

245.8 

1,531.1 

,. 

67.8 

1,598.9 

886.2 


1977-78 


1,007.5 

260.6 

1,268.1 

., 

21.9 

1,290.0 

288.4 


1978-79 


992.4 

273.4 

1,265.8 



1,265.8 

306.2 

Annual Plan 

1979-80 


l,0ll.74(P) 370.11 

(P)I,38I.85(P) 

.. 

1,381.85(P) N.A. 

Period/Plan/Year 


Lxternal Debt Servicing 

Net 

Percentage Share in 

the Total External 



•- 

-- 

— 

Inflow 

Assistance (Gross) Col. (7) of 

V 



Amorli- 

Interest 

Total Debt 

of 

- — 

— 


— 



sation 

Payments 

Servicing 

Assistance 

Grants 

Untied 

Total Debt 

Net 





8 + 9 

(7-10) 

(Col. 3) 

Grants* 

Servicing 

Inflow 








(Col. 7a) 

(Col. 10) 

(Col. 11) 


(1) 


(K) 

(9) 

(10) 

(II) 

(12) 

(13) 

(14) 

(15) 

Annual Plans 

1966-67 

159.7 

114.8 

274.5 

856.9 

8.6 

16.2 

24.3 

75.7 


1967-68 

210.7 

122.3 

333.0 

862.6 

5.1 

21.2 

27.9 

72.1 


1968-69 

236.2 

138.8 

375.0 

527.6 

7.2 

17.3 

41.5 

58.5 

Fourth Plan 

1969-70 

268.5 

144.0 

412.5 

443.8 

3.0 

22.9 

48.2 

51.8 


1970-71 

289.5 

160.5 

450.0 

341.4 

5.5 

20.3 

56.9 

43.1 


1971-72 

299.3 

180.0 

479.3 

354.8 

6.1 

21.3 

57.5 

42.5 


1972-73 

327.0 

180.4 

507,4 

158.8 

1.8 

41.7 

76.2 

23.8 


1973-74 

399.9 

195.9 

595.8 

439.9 

2.0 

43.6 

57.5 

42.5 / 

Fifth Plan 

1974-75 

411.0 

215.0 

626.0 

688.3 

7.1 

49.3 

47.6 

52,4 


1975-76 

462.7 

224.2 

686.9 

1,153.6 

15.4 

46.4 

37.3 

62.7 


1976-77 

507.4 

247.3 

754.7 

844.2 

15.4 

55.4 

47.2 

52.8 


1977-78 

560.6 

260.1 

820.7 

469.3 

20.2 

22.4 

63.6 

36,4 


1978-79 

593.7 

288.4 

882.1 

383,7 

21.6 

24.2 

69.7 

30.3 

Annual Plan 

1979-80 

563.0(F) 

295.5(F) 

858.5(E) 

523.35 

26.8 

N.A. 

62.1 

37.9 


♦ Comprise mainly Joans from IBRD, Sweden, IJ.S.A. and West Germany and debt relief. Provisional. £»Estimate8. 


]. Amounts expressed in foreign currencies have bccnconvcricd into rupees at the post-devaluation rate of exchange ($1 =Rs.7.50) uplo 1970-71. 
For the year 1971-72, pre-May 1971 exchange rates have been letaired for conversion into rupees of utilisation (gross) figures and amortisation 
payments; but Central rates have been used fot computing the rupee equivalent of interest payments effected between December 20,1971 and 
March 31,* 1972. For 1972-73, the rupee figures have been derived on the basis of the central rates which prevailed following the currency realign¬ 
ment of December, 1971. For 1973-74, the quarterly average of the exchange rate of the rupee with individua I donor currency has been applied 
(to the quarterly data in respect of litiiisation) for arriving at the equivalent rupee figures. For 1974-75, utilisation figures have been worked out at 
current rates which is the monthly average exchange rate of the rupee with individual donor currencies. Utilisation figures for 1975-76, 1976-77 and 
1977-78 are based on actual dailyratesofthe rupee with the donor currency on the respective dates. (For arriving at (he rupee equivalent of repayments 
of principal and interest from 1974-75 onwards, actual daily rates of rupee with individual donor currency applicable on the respective dates have beea 
used). 2. Loan amounts arc net of surrenders, de-obligations and cancellations, etc. In case of PL 480, amounts arc net of lapsed agreement. 
3. Figures for utilisations arc inclusive of suppliers’ credits. 4. Consiituent items may not add up exactly to total because of rounding. 

Source : Economic Survey, 1979^80, Ministry of Finance. OoveDjment of India. 
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A.RE MAIN DEALERSHIP 
jealously held and cherished 
generation after generation 


MF 

Massey Ferguson 


TAPE and its Main Dealers are 
jointly committed to the cause of Indian 
agriculture. Their mutual trust and 
confidence has helped them to establish 
an excellent All India Main Dealer 
organisation with its national network of 
sales, service and parts. Their co-operative 
endeavour has been so successful that 
many Main Dealerships are more than a 
generation old and twelve of them have 
received Long Association Awards to 
commemorate a quarter century of trusted 
association. 

In today's increasingly competitive and 
professional atmosphere, TAPE and its 
Main Dealers ere constantly striving to 
meet the growing challenges. 


OMifeat«d to Indian Agriculture 


MF 

MsNsy FerguBon 

1 


1 

FA 


E 1 



Tractors and Farm Equipment Limited 

Madras 
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Budgetary Position of the Goremment of India : 1950-51 to 1980-81 


(Rs crores) 


\ Pcriod/Plan/Ycar 


Revenue Account 


Capital Account 


Aggregate I' Revenue and 
Capital Accounts C3mbined) 




Receipts 

Expendi¬ 

ture 

(~) 

Surplus 
( + )/De- 
ficit (- ) 

Receipts 

(+9 

Disburse¬ 

ments 

( ) 

sSurplus 
(4)'I)c- 
licit (- ) 

Receipts 

( + ) 

Di sburse¬ 
men t.s 

(- ) 

Overall 
(Budge¬ 
tary) 
Surplu.s 
( + )/De- 
fict(-) 



U) 

(2) 

(3) (1- 

2) (4) 

(5) 

(6) (4-5) 

(7) =- 
(1+4) 

(«) -- 
(2 + 5) 

(9) = 
(7-8)- 
(3+6) 

^re-Plan 

1950-51 

406 

347 

+ 59 

106 

169 

- 63 

512 

516 

—4 

First Plan 

1951-52 

509 

381 

+ 128 

212 

296 

- 84 

721 

677 

+44 


1952-53 

43.5 

396 

+ 39 

69 

172 

-103 

504 

568 

- 64 


1953-54 

416 

407 

+ 9 

218 

308 

—90 

634 

715 

--81 


l954-.-)5 

456 

422 

4.34 

273 

448 

-- 175 

729 

870 

141 


1955-56 

4SI 

441 

+ 40 

288 

488 

- 200 

769 

929 

-160 

Second Plan 

1956-57 

563 

474 

+ 89 

310 

584 

- 274 

873 

1,058 

185 


J 957-58 

673 

631 

+ 42 

298 

798 

- 500 

971 

1,429 

- -458 


l958-.^9 

670 

675 

- 5 

590£ 

807 

217 

1.260 

1,482 

- -222 


1959-60 

779 

736 

+ 43 

758 

970 

-212 

1,537 

1,706 

-169 


1960-61 

877 

826 

+ 51 

1,156 

1,090 

H 66 

2.0.15 

1.916 

+ 117 

Third Plan 

1961-62 

1,037 

912 

+ 125 

1,022 

1,262 

—240 

2,059 

2,174 

--JI5 


1962-63 

1,428 

1,314 

+ 114 

1,204 

1,474 

270 

2.632 

2,788 

-156 

i 

I96.V64 

71546 

^659' 

T|87 

1,3 8? 

~,7,35 

- 354 

~3,227 

3 T 394 ' 

- 167 


1964-65 

2,081 

1,807 

+ 274 

1,645 

2,091 

446 

3,726 

3,898 

- 172 


1965-66 

2,345 

2,025 

4 320 

1,646 

2,139 

-493 

3,991 

4,164 

- 173 

Annual Plans 

1966-67 

2,500 

2,272 

f 228 

2,171 

2,694 

,^23 

4,671 

4,966 

- 295 


1967-68 

2,586 

2,481 

4 105 

2,164 

2,475 

311 

4,750 

4,956 

--206 


1968-69 

2,793 

2,712 

481 

2,000 

2,344 

344 

4,793 

5,056 

—263 

Fourth Plan 

1969-70 

3,067 

2,942 

4 125 

2,508 

2,679 

- I7J 

5,575 

.5,621 

-46 


1970-71 

3,342 

3,179 

4 163 

2,524 

2,972 

448 

5,866 

6,151 

- -285 


1971-72 

4,028 

4,128 

- 100 

3,031 

3,450 

419 

7,059 

7,578 

- 519 


1972-73 

4.578 

4,592 

14 

2,974 

3,8291 

- 8.S5 

7,552 

8,421 

- 869 


1973-74 

5l)73 

4,836 

4 " 237 

3,646C^), 

^,2ll(rt' 


“s.Ti? 

9,047 

- 328 

Fifth Plan 

1974-75 

6,557 

5.793 

4 764 

3,297 

4,782 

- I,4SS 

9,854 

10,575 

—721 


1975-76 

8,076 

7,189 

4 887 

4,697 

5,950 

1,25.^ 

12.773 

13,139 

—366 


1976-77 

8,739 

8,441 

H 298 

5,607 

6,036 

■ 429 

14,346 

14,477 

-131 

•f 

1977-78 

9,792 

9,362 

-1 430 

5,589 

6,952 

1,363 

1.5,381 

16,314 

—933 

1978-79 

11,240 

10,948 

4292 

6,938 

8,7.36 

- 1,798 

18,178 

19,684 

- 1,506 

Annual Plan 

I979-S0{R.t;.) 

11,177 

12,047 

870 

6,I.S3££ 

7,983 

- 1,830 

17„3,30 

20.030 

-2,700 

Sixth Plan 

I980-8I(B.E.) 

* 12,327 
(12,132) 

14,256: 

-1,929 
(- 2,124) 

9,878:S 

9,394S 

4 484 

22,205 

(22,010) 

23,650 

(- 

-1,445 

-1,640) 


£ Incliiilcs sales of treasury bills of Rs. 25.5 crores through public auction. c. . r i • .u • j .u- 

t Excludes the notional transfer of RS. 421.1 crores on account of Centre s assistance to States for dcanrg ihcir overdrafts with the 
Reserve Bank of India. 

(til Excludes PL 480 transactions under the Indo-US Agreement, 1974. , , » i ^ <-v 

* Including effects of budget proposals and adjusted for tax concessions announced on July 24. 10X0. Figures in parentheses exclude the 
effects of additional resource mobilisation measures. ^ , r . r i„ .:i r j 

££ Takes into account shortfall in deposits of special credits from Iran and withdrawal of deposits of erm^ t il fund. . 4 ^ 

^Includes accounting adjustments relating to the write-off of Rs. 946 crores of loans advanced to State Ciovernments prior to 
1979-80, in pursuance of the recommendations of the Seventh Finance Commission. in thn 

$ Includes notional expenditure/receipt of Rs. 562 crores on account of subscription payable to jnlernatioral Monetary Fund in the lorni 
of securities and special drawing rights. c. « j 

R.E.=^Revised estimates. Budget estimates. Source : Budget documents. 

■ * V’ capital receipts are exeJusive of treasury bill receipts and also exclude conversion of adAwyeasury hills into dated securitiM from I9S».S9. 
2 . pue to changes in accounting classification of the budget heads, figures for the years 1962-63 onwards and again from 1972-73 onwards 

arc not strictly comparable with the figures prior to these two years. 
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ComUiied Receipts of Central and State Gamnineiits v/5'-n-v/.; National Income ; 1960-61 tol9B0-§] 

(Amounts in Rs. crores) 


Period/Plan/Year 

Revenue Receipts 

Capital 

Receipts 

(a) 

Aggregate National 
Receipts Income 
on Revc- at Current 
nuc and Prices 
Capital 

Accounts 

Aggregate 
Receipts 
(col. 3) 

Tax 

Revenue 
(col. a) 

Tax Revenue (col. la) 
as per cent of 

Total 

Of which: 

Tax 

Revenue 

as per cent of 
National Income 
(col. 3) 

Aggregate Revenue 
Receipts Receipts 
(col. 3) (col. 1) 



(1) 

(la) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Terminal Year of the 










Second Plan 

1960-61 

1,710 

1,355 

1,266 

2,976 

13,263 

22.4 

10.2 

45.5 

79.2 

Third Plan 

1961-62 

1,846 

1,537 

1,122 

2,968 

13,987 

21.2 

11.0 

51.8 

83.3 . 


1962-63 

2,424 

1,855 

1,319 

3,743 

14,795 

25.3 

12.5 

49.6 

76.5 


1963-64 

2,999 

2,T[3 

1.469 

1^8 

16,977 

26.3 

13.6 

51.8 

77.1 


1964-65 

3,330 

2,585 

1,850 

5,180 

20,001 

25.9 

12.9 

49.9 

77.6 


1965-66 

3,689 

2,902 

1,801 

5,490 

20,637 

26.6 

14.1 

52.9 

78.7 

Annual Plans 

1966-67 

4,026 

3,240 

2,485 

6,511 

23,848 

27.3 

13.6 

49.8 

80.5 


1967-68 

4,361 

3,423 

2,369 

6,730 

28,054 

24.0 

12.2 

50.9 

78.5 


1968-69 

4,846 

3,727 

2,145 

6.991 

28,607 

24.4 

13.0 

53.3 

76.9 

Fourth Plan 

1969-70 

5,273 

4,182 

2,838 

8,111 

31,606 

25.7 

13.2 

51.6 

79.3 


1970-71 

5,810 

4,735 

2,611 

8,421 

34,235 

24.6 

13.8 

56.2 

81.5 


1971-72 

6,840 

5,565 

2,863 

9,703 

36,573 

26.5 

15.2 

57.4 

81.4 


1972-73 

8,233 

6,432 

3,2‘l0 

11,443 

40,270 

28.4 

16.0 

56.2 

78.1 


1973-74 

9,286 

7,363 

3,642(b) 

12,928(b) 

50,424 

25.6 

14.6 

57.0 

79.3 

Fifth Plan 

1974-75 

11,616 

9,206 

3,887 

15,503 

59,083 

26.2 

15.6 

59.4 

79.3 


1975-76 

14,344 

11,155 

5,277 

19,621 

61,644 

31.8 

18.1 

56.9 

77.8 


1976-77 

15,858 

12,294 

6,359 

22,217 

66,885 

33.2 

18.4 

55.3 

77.5 


1977-78 

17,257 

13,215 

6,003 

23,260 

74,794 

31.1 

17.7 

56.8 

76.6 


1978-79 

19,699 

15,478 

7,940 

27,639 

80.090 

34.5 

19.3 

56.0 

78.6 

Annual Plan 

I979-80(R.E.) 

21,821 

17,127 

6,784t 

28,605 

N.A. 

N.A. 

N.A. 

59.9 

78.5 

Sixth Plan 

1980-8 l(B.r:.)£ 

2.3,353 

18,637 

9,124* 

32,477 

N.A. 

N.A. 

N.A. 

57.4 

79.8 


(a) Exciudc!^ treasury bill receipts (net) and arc adjusted for net receipts/icpayments of ways and means advar.ccs and overdrafts from/to 
RBF which are treated as financing items. For the years 1960-61, 1965-66 and 1968-69 these adjustments arc made on the basis of figures given 
in the RBI records; for later years the data given in the State budgets have been used. However, this adjustment is not made for 1961-62 to 
1964-65, 1966-67 and 1967-68. 

I (b) Excludes PL 480 transactions of Rs. 1,764 crores under the Indo-US Agreement, 1974. 

^ £ Including effects of budget proposals as adjusted for tax concessions announced on July 24, 1980 by the Government of India. 

■ t Takes into account shortfall in deposits of special credits from Iran and withdrawal of deposits of Crude Oil Fund. 

* Includes contra-entries relating to receipt/expenditure of Rs. 562 crores on account of subscription payable to International Mone¬ 
tary Fund in the form of securities and special drawing rights. N.A.=Not available R.E.=Rcviscd c.stimates. B.E. =Budgei estimates. 


Notes : * 

1. Due to changes in the accounting classification of budget heads, the figures for the years 1962-63 onwards and again from 1972-73 
onwards are not strictly comparable with those for the earlier years. 

2. Figures are adjusted for intcr-Govcrnmental transfers as under : 

(i) Figures for receipts and expenditure arc based on the budget documents of Central and State Governments as adjusted for Centre's 

g rants and loans to States, and for the Siaics’interest paymcrls and loan repayments to the Certre on the basis of data available in Central 
udget, so as to avoid double counting. Thus, (i) revenue receipts of the States and revenue expenditure of the Centre are adjusted for grants from the 
Centre to the States; (ii) revenue expenditure of the Stales and revenue receipts of the Centre arc net of interest payments to the Centre by the 
States; (iii) capital receipts of the States and capital disbursemci ts of the Centre arc adjusted for loans from the Centre to the States; and 
(iv)capiiajhrtishursemcnis of the Slates and (’apita I receipts of the Centre arc net of repayment of loans by the States to the Centre. 

(ii)J|m[dtal receipts of the Stales are also adjusted for net rccicpts/rcpayments of ways and means advances and over drafts 
from/to jH^picscarve Bank of India, which arc treated as financing items. The data given in the State budgets have been used. 

3. Fflftcs from 1969-70 to 1971-72 are not strictly comparable with those of earlier years due to change in treatment of net contri¬ 
bution of departmental undertakings In the case of Stales. 

4. To maintain uniformity, data for Gujarat, Haryana and Tamil Nadu available for 1972-73 and 1973-74 on the basis of old classificatjon 
have been broadly converted into revised classification. 

5. Data do not cover Union Territories with Legislatures. 

6. The data available arc in respect of the regular budget of the Government of India for 1980-81 and budgets of 21 States (exclu- 
.ding Tripura) i c. 7 interim budgets and 14 regular budgets. However, figures are adjusted for inter-Governmental transfers on the basis of data 
'n the Centra). Government budget. 

7. Percedtoges' based on the latest national income estimates by the Central Statistical Organisation. 

'3 Original Source : Budgets of the Central and State Governments. 


BASTBRM BCONOMIST 


JANUARY 23, 1981 


326 








▼ 

i 

t 

t 


♦ 

I 

'I 

; 

t 

t 

X 


PREMIER. 

in the fore-front to supply the latest in a 
wide range of CablesI Wires!Conductors under the 

QUALITY ASSURANCE SYSTEM 

THE PREMIER CABLE COMPANY LIMITED 


Head Office : 

14/15 F, Connaught Place, 
New Delhi - 110001. 


Hegd, Office <fi l4^orAs: 
Karukutty, 

Kerala. 


BOMBAY 


Central Sales d Project Office 

C-1, Community Centre, 

Safdarjung Development Area, 

New Delhi -110016. 

Phone : 654425 - 665301 

Branches 

MADRAS CALCUTTA 




t 

t 


t 

t 

t 


t 

t 

t 




% 
X 
t 
X 


ANinJAL NUMBER 1981 


226a 


JANUARY 23, 1981 










fiankdfBarckfa. 

How Its growing resources 
help all sectors of the economy. 
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Combined Disbursements of Central and State Governments vis^^vis National Income : 196(Mil to 1980-81 ^ 

(Amounts in Rs. crores) i 


Period/Plan/Year 

Revenue 

Expenditure 

Capital 

Disburse¬ 

ments 

Aggregate Disbursements 
on Revenue and Capital 
Accounts 

Develop¬ 
mental 
Expenditure 
(col. 4a) 
as per cent 
of Aggre¬ 
gate Dis¬ 
bursements 
(col, 4) 

National 
Income at 
Current 
Prices 

Aggregate 
Disburse¬ 
ments 
(col. 4) 

Develop- ! 
mental 
Expenditure 
(col. 4a) \ 

Total 

Of which : 

as per cent of National Income 
(col. 6) 

,1 

Develop¬ 
mental Ex- 
penditure£ 

(I) 


(2) 

(3) 

(4)-.-(2-t-3) 

(4a) 

(5) 

(6) 

(7) 

(8) ■ 

^ Terminal Year of the Second Plan 








1960-61 


1,634 

1,283 

2,917 

1,708 

58.6 

13,263 

22.0 

12.9 j 

Third Plan 1961-62 


1,769 

1,351 

3,120 

1,824 

58.5 

13,987 

22.3 

13,0 ^ 

1962-63 


2,287 

1,584 

3,871 

2,078 

53.7 

14,795 

26.2 

14.0 

196.3-64 


2,734 

1,906 

4,640 

2,413 

52.0 

16,977 

27.3 

14.2 V 

1964-65 


3,006 

2,307 

5,313 

2.762 

52.0 

20,001 

26.6 

13.8 

1965-66 


3,411 

2,431 

5,842 

3,177 

54.4 

20,637 

28.3 

15.4 ' 

Annual Plans 1966-67 


3,856 

2,956 

6,812 

3,290 

48,3 

23,848 

28.6 

13.8 ; 

1967-6S 


4,264 

2,710 

6,974 

3,395 

48.7 

28,0.54 

24.9 

12.1 ; 

1968-69 


4,742 

2,631 

7,373 

3.891 

52.8 

28,607 

25.8 

13.6 

Fourth Plan 1969-70 


5,197 

2,901 

8,098 

3,792 

46.8 

31,606 

25.6 

12,0 , 

1970-71 


5,666 

3,181 

8,847 

4,392 

49.6 

34,235 

25.8 

12.8 i 

N7I-72 


6,933 

3,578 

10,511 

5,314 

50.6 

36,573 

28.7 

14.5: 

1972-73 


8,317 

4,1)0^ 

12,319 

7,190“ 

88.4 

40 270 

30.6 

17.9 ; 

1973-74 


9,167 

4,3l5fa) 13,482(a) 

7,924 

58.8 

50,424 

26.7 

15,7 

Fifth Plan 1974-75 


10,457 

5,798 

16,2.55 

10,072 

62.0 

59,083 

27.5 

17.0 

1975-76 


12,486 

7,426 

19,912 

12,214 

61.3 

61,644 

32.3 

19.8 ^ 

1976-77 


14,449 

7,849 

22,298 

14,065(R.F.) 63.1 

66,885 

33.3 

21.0 ! 

1977-78 


15,807 

8,615 

24,422 

15,865 

65.0 

74,794 

32.7 

21.2 ' 

1978-79 


18,155 

10,100 

28,255 

18,281 

64.7 

80,090 

35.3 

22.8 V 

Annual Plan 1979-80(R.IZ.) 

21,457 

10,248 

31,705 

20,667 

65.2 

N.A. 

N.A. 

N.A. . 

Sixth Plan I980-81(B.E.) 

23,135* 

• 11,196 

34,331 

21,527 

62.7 

N.A. 

N.A. 

N.A. . 


£ This consists of developmental outlays under revenue and cf’pilal accounts plus loans and advances to the rest of the economy shown in the 
capita I accounts ofthe Q'nlralandStateGovcrnmi'ns’ budgctsexcept loans granted to foRign governments during l965-6(>and 1971-72. 

(a) Excludes PL 480 transactions of Rs. 1,764 crores under the |rdc-lJS AgrccnK'nt, 1974. 

♦♦Excludes accounting adjustments relating to the write-off of Rs.‘.46 crores of loans advanced to State Governments prior to 1979-80.j 
These loans were written off by way of debt relief to the States in pursuance of the recommendations of the Seventh finance Comn'>ission. 

N.A.=Not available. 

R.E.^Revised Estimates. B.E.c=Budget estimates. 

Notes : 

1. Due to changes in the accounting classification of budget heads, the figures for the years 1962-63 onwards and again from 1972-73 onwards| 
are not strictly comparable with those for the earlier years, 

2. Figures arc adjusted for inter-Governmcntal transfers as under : 

(i) Figures for receipts and expenditure are based on the budge* documents of Central and State Governments as adjusted for Centre*! 

grants and loans to States, and for the States* interest payments and loan repayments to the Centre on the basis of data available in Central budget^ 
so as to avoid duble counting. Thus, (i) revenue receipts of the States and revenue expenditure of the Centre arc adjusted for grants from the Centht 
to the States; (ii) revenue expenditure of the States and revenue receipts of the Centre arc net of interest payments to the Centre by the Stated 
(iii) capital receipts of the States and capital disbursements of the Centre arc adjusted for loans from the Centre to the Slates; and (Iv! 
capital disbursements of the States and cap ita| receipts ofthe Centretnre net ofrepaymert of loaQs by the States to the Centre. ! 

(ii) Capital receipts of the States arealsoadjustcd for net rcccipfs/iepaymcnts of ways and mean.s advances and over drafts from/to tJii 
Reserve Bank of India, which arc treated fs financing items. The data given in the State budgets have been used. 

3. Figures from 1969-70 to 1971-72 are not strictly comparable with those of earlier years due to change in treatment of net cotttli 
bution of deparmental undertakings in the ca.se of States. 

4. To maintain uniformity, data for Gujarat, Haryana and Tamil Nadu available for 1972-73 and 1973-74 on the basis of old cltisil* 
fication have been broadly converted into revised classification. 

5. Data do not cover Union Territories with Legislatures. » 

6 . The data available are in respect ofthe regular Budget ofthe Government of India for 1980-81 and budgets of 21 States (excluding Tril 
pura) i.c. 7 interim Budgets and 14 regular Budgets. However, figures are adjusted for inter-Governmental transfers on the basis of data in 

• Central Government Budget. 

7. Percentages based on the latest national income estimates by the Ccntial Stati.stical Organisation. 

Original Source : Budgets of the Central and State Governments. 
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H e r e comes India's first ewer i3-tonner... 

Ashok ruSKER 


fo corry more load-to earn 
more profit 



At 13 T it's now India's 
heaviest vehicle in the 
medium duty range with 
the permissible rear axle 
rating and with over 1 T 
extra load carrying 
capacity. The result? Extra 
income of well up to 
Rs. 20,000/- a yearl 

It's already quite a sensation: the 
latest from Ashok Leyland, Ashok 
Tusker- India’s first ever 13 tenner. 

A result of Ashok Leyland's R & D, 
it is designed on the higher payload 
concept— with the front axle streng* 
thened by 1 T. Yet it is well within 
the permissible limit of 8 T per axle. 




About Rs. 20,000 extra 
earnings for the extra 
tonnage! 

Higher toad carrying capacity 
naturally means higher profit. And 
with Ashok Tusker, it could easily 
mean an extra income of 
Rs. 20,000/- a year. 

Larger loading span too: 

Ashok Tusker has a 40.7 cm longer 
loading span. Which means extra 
loading ares that's specially helpful 
for carrying heavy, bulk loads. 

The nwst powerful 
engine: 125 BHP 

That'S right. It's an AL 400 engine. 
125 BHP at 2400 rpm—capable of 


delivering a torque of 41.5 kg m at 
1600 rpm. The result: it has 
more haulage power, larger reserve 
power and naturally, higher power 
to weight ratio. 

What's more, the engine, built on 
Ashok Leyland technology with 
groove insert piston and hardened 
liners, lasts much longer, consumes 
less engine oil. 

Tusker's strong points 

A big, strong clutch— 35.7 cm in 
diameter, designed to cope with the 
high torque output of the engine. 

More stopping power—to match 
the extra driving power, the total 
stopping area 3580 sq cm. 

Stronger, bigger front axle beam, 
front axle bearings, propeller shaft, 
and axle arms—all designed to take 
on the additional load. 

And, of course, the 125 BHP enginel 



Ashok Leyland 

—Steering the wheels 
of progress 
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Growth of Plan Outlay in the Public Sector vis-a-vis 
National Income : 1951-52 to 1980-81 


(Amounts in Rs crores) 


Plan/Period/Year 


Total Plan 
Outlay (in 
the Public 
Sector) 

National 
Income 
at Current 
Prices 

(2) 
as per 
cent of 
(3) 

(i) 


(2) 

(3) 

(4) 

First Plan 

1951-52 

259.6 

9,156 

2.84 


1952-53 

267.6 

8,935 

2.99 


1953-54 

343.0 

9,601 

3.57 


1954-55 

475.9 

8,745 

5.44 


1955-56 

613.9 

9,272 

6.62 

Total : 

1951-56 

1.960.0 



Second Plan 

1956-57 

635.0 

10,723 

5.92 


1957-58 

890.0 

10,701 

8.32 

a 

1958-59 

1,018.0 

12,023 

8.47 


1959-60 

1 ,012.0 

12,429 

8.14 


1960-61 

1,117.0 

13,263 

8.42 

Total : 

1956-61 

4,672.0 



Third Plan 

1961-62 

1,130.0 

13,987 

8.08 


1962-63 

I.3S5.5 

14,795 

9.36 


1963-64 

1,713.6 

16.977 

10.09 


1964-65 

2,014.8 

20,001 

10.07 


1965-66 

2,332.3 

20,637 

11.30 

Total : 

1961-66 

8,576.5 



Annual Plans 

1966-67 

2,164.5 

23,848 

9.08 


1967-68 

2,084.9 

28,054 

7.43 


1968-69 

2,376.0 

28,607 

8.31 

Total : 

19b6-69 

6,625.4 



Fourth Plan 

1969-70 

2,209.9 

31,606 

6.99 


1970-71 

2,523.5 

34,235 

7.37 


1971-72 

3,130.3 

36,573 

8.56 


1972-73 

3,727.3 

40,270 

9.26 


1973-74 

4,187.8 

50,424 

8.31 

Total : 

1969-74 

15,778.8 



Fifth Plan 

1974-75 

4,928.4 

59,083 

8.34 


1975-76 

6,416.9 

61,644 

10.41 


1976-77 

8,081.7 

66,885 

12.08 


1977-78 

9,226.2 

74,794 

12.34 


1978-79* 

11,444.3 

80,090 

14.29 

Total ; 

1974-79 

40,097.5 



Annual Plan 

1979-80** 

12,600.7 

N.A. 

N.A. 

Sivth Plan 

1980-81** 

14,592.7 

N.A. 

N.A. 


N.A. - Not avaiJabIc. *(Anticipalcd) *** (Outlay) 

Sources (i) Planning Commission for col. (2). 

(ii) Central Statistical Organisation for col. (3). 


The top-flight 
tyre for 
top-flight men 



Gaodyear 

Pamar-Drhm 

nylon car tyre 


Here's what makes 
Goodyear Power Drive 
the most souoht<after 
car tyre by top-flight 
men like you. 

Longer tyre life— 
Thanks to TRACSYN. 
a specially compounded 
tread rubber exclusive 
to Goodyear. You get 
up to 40% extra 
mileage! 

Greater riding 
Comfort- 

Nylon cord body has 
30% extra strength- 
offers maximum 
resilience. 



Surer grip— 

Unique computer- 
designed tread for 
firmer grip, total 
safety. • 

Built-in safety device 
Tread wear indicator ' 
provides a timely 
indication to change 
tyres before they 
become unsafe for 
driving. 


Get Goodyear 
Power-Drive 
today ! 


aOODfVEAR 

So good on the road 
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Rolling steel 
in Indonesia? 
Or refining sugar 
in Maharashtra? 



Bank of India 
moves money 
to move projects 
the world over. 

Wherever on earth the world wants to do 
business. Bank of India makes It its business 
to help finance it. 

From London to Paris to New York to San 
Francisco to Tokyo to Jakarta to Hong Kong 
to Singapore to Nairobi, there's a 
Bank of India office straddling almost all the 
strategic trade centres in 24 cities 
around the world. 

Each office is backed with the kind of 
expertise that comes with 35 years 
of International Banking experience. And 
staffed with the kind of people who can 
provide you with just that competitive edge 
you require in this highly competitive world. 

No wonder Bank of India means business. 
Both at home and abroad. 


IPTATINUM’JUBILEE YEAll 



.YEARS OF SERVICE 


Bank of India 

(A Government of India Undertaking) 

The largest nationalised bank, 
at home the world over. 
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Wholesale Price Movements in India : liM7— 

‘General’ or ‘All Commodities’ index (with indicated Base) 
Calendar Year and Financial Year Averages 


Calendar Year 

Calendar Year Average Index 

Period/Plan 

Financial 

Year 

Financial Year Average InJex 



Base 




Base 



1952-53-= 100 

1961-62=100 1970-71 = 

100 


1952-53-100 

1961 62=100 

1970 71=100 

(1) 

(2) 

(3) 

(4) 


(5) 

(6) 

(7) 

(8) 

1947 

78.2 

.62.5 

34.5 

Post- Independence 

1947-48 

81.1 

64.8 

35.8 

1948 

96.4 

77.0 

42.5 


1948-49 

98.9 

79.0 

43.6 

1949 

100.1 

80.0 

44.2 


1949-50 

101.3 

81.0 

44.7 

1950 

105.3 

84.2 

46.5 

Pre-Plan 

1950-51 

107.7 

86.1 

47.5 

1951 

115.4 

92.2 

50.9 

First Plan 

1951-52 

114.3 

91.4 

50.5 

1952 

101.6 

81.2 

44.8 


1952-53 

100.0 

79.9 

44.1 

1953 

105.7t 

84.5 

46.6 


1953-53 

104.6 

83.6 

46.2 

1954 

99.6 

79.6 

44.0 


1954-55 

97.5 

77.9 

43.0 

1955 

91.5 

73.1 

40.4 


1955-56 

92.5 

73.9 

40.8 

1956 

102.7 

82.1 

45.3 

Second Plan 

1956-57 

105.3 

84.2 

46.5 

1957 

108.7 

86.9 

48.0 


1957-58 

108.4 

86.7 

47.9 

1958 

111.0 

88.7 

49.0 


1958-59 

112.9 

90.2 

49.8 

1959 

115.5 

92.3 

51.0 


1959-60 

117.1 

93.6 

51.7 

1960 

122.9 

98.2 

54.2 


1960-61 

124.9 

99.8 

55,1 

1961 

125,8 

100.6 

55.5 

Third Plan 

1961-62 

125.1 

100.0 

55.2 ! 

1962 

127.2 

104.If 

57.5 


1962-63 

127.9 

103.8 

57.3 ! 

1963 

132.5 

107.9 

59.6 


1963-64 

135.3 

110.2 

60.9 . 

1964 

148.3 

119.1 

65.8 


1964-65 

152.7 

122.3 

67.5 

1965 

161.3 

128.9 

71.2 


1965-66 

165.0 

131.6 

72.7, 

1966 

183.2 

144.3 

79.7 

Annual Plans 

1966-67 

191.3 

149.9 

82.8 : 

1967 

211.6 

166.0 

91.7 


1967-68 

212.4 

167.3 

92.4 ; 

1968 

209.5 

165.3 

91.3 


1968-69 

210.2 

165.4 

91.3 ’ 

1969 

211.2 

168.8 

93.2 

Fourth Plan 

1969-70 

214.7 

171.6 

1 

94.8 1 

1970 

224.2 

179.2 

99.0 


1970-71 

226.6 

181.1 

100.0 

1971 

232.8 

186.1 

105.0 


1971-72 

235.7 

188.4 

105.6 

1972 

251.1 

200.7 

113.0 


1972-73 

259.1 

207.1 

116.2 

1973 

299.4 

239.3 

131.6 


1973-74 

318.0 

254.2 

139.7 

1974 

380.2 

303.9 

169.2 

Fifth Plan 

1974-75 

391.6 

313.0 

174.9; 

1975 

386.8 

309.2 

175.8 


1975-76 

378.8 

302.8 

173.0 

1976 

376.6 

.301.0 

172.4 


1976-77 

388.7 

310.7 

176.6 j 

1977 

420.1 

335.8 

185.4 


1977-78 

421.0 

336.5 

185.8 1 

1978 

419.1 

335.0 

185.0 


1978-79 

421.0 

336.5 

185.8; 
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WboltMk Price MevMMri tai India : 


(1) 

(2) 

(3) 

(4) 


(5) 

(6) 

(7) 

(8) 





Annual Plan 





1979 

467.9 

374.0 

206.5 


1979 80 

493.0 

394.1 

217.6 

1980(P) 

561.4 

448.8 

247.8 

Sixth Plan 

Apiil-December 
1980 (P) 
April-December 

574.3 

459.1 

253.5 






1979 

483.0 

386,1 

213.2 


Mttmns : 2 and 6 

The indices for the calendar years 1947 to 1952 and 1947-48 to 1951-52 have been shifted from the original base with the year ending August, 
1939, to the base year 1952-53. The indices for the calendar years 1953 to 1968 and financial years 1952-53 to 1968-69 arc with their original 
base year 1952-53. The indices for calendar years 1969 to 1977 and financial years 1969-70 to 1976-77 have been shifted from the original base 1961-62 
io the base year 1952-53. For later period, the indices have been shifted from the original base 1970-71 to the base year 1952-53. 

^hmins : 3 and 7 

■ The indices for calendar years 1947 to 1952 and financial years 1947-48 to 1951-52 have been shifted from the original base year ending August. 
1939, to the base year 1961-62. The indices for the calendar years 1953 to 1961 and financial years 1952-53 to 1960-61 have been shifted 
from the original base 1952-53 to the base year 1961-62. The indices for the calendar years 1962 to 1977 and financial years 1961-62 to 
t‘975-76 are with the original base 1961-62. For the later period, the indices have been shifted from the original base 1970-71 to the base year 
1961-62. 

ijolmnns : 4 and 8 

The indices for the calendar years 1947 to 1952 and financial ytars 1947-48 to 1951-52 have been shifted from the original base year ending 
August, 1939, to the base year 1970-71. The indices for the calendar years 1953 to 1961 and 1952-53 to 1960-61 have been shifted from the original 
{Mse 1952-53 to the base year 1970-71. The indices for the calendar years 1962 to 1970 and financial years 1961-62 to 1969-70 have been shifted 
from the original base 1961-62 to the ba.se year 1970-71. The indices for the later periodate with the originul base 1970-71. 

,tAverage of nine months; April to December 
(P)«Provisional and subject to revision. 

Source: Office of the Economic Advi.scr, Ministry of Industry, Government of India, New Delhi. 




WITH BEST COMPLIMENTS 


FROM 

Madras Industrial Linings Limited 

425 Pantheon Road, Egmorc, MADRAS-600008. 

Telegram : MTLGERLAN. Telex : 041-685. Telephone : 846192. 

Specialists in : 

Riibberlinings for all process industries nith Natural and Synthetic Rubbers. 

Manufacturers of : 

Flexible Cell Covers, Expansion Joints, Rubber moulded and extruded goods, etc. 

also 

FRP lining and Solid FRP equipment, Air Pollution Control Equipment. 

We also undertake fabrication as per client’s design. 
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COAL 
FOR FOOD 



1b the man-on-the-street, coal is for 
ODokIng or running a steam engine. 
1b us, it means more food. 


Codl... • 

It's the last thing you'd think that helps 
grow more food. But, not from now. 

For, FCI will soon put on stream two large 
projects—one each at Talcher and 
Ramagundam..... to produce nitrogenous 
fertilizers... from coal I 
And these units will be the first of its kind 
in Asia—a matter of pride for the nation. 
With a production capacity of 2,28,000 
tons of nitrogen per year, as Urea, both 
these new plants of FCI will boost the 
country's food production to an estimated 
22,28,000 tons per year. 

Yes. There's a lot of food coming in the 
future. . • from coal! 



THE FERTILIZER 
CORPORATION OF 
INDIA LTD. 

SS.'Maifhuban,Nehru Place, New Delhi-110 019 
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" 4-u.? l., .i,|.j i s i w i * i j^ji. i .ij i.^j li W ** ? .' \ '' ! 


Don't mtt 
your sHmature 
totiiat 



--'.^^enoeor 


(TO oe 

Xhis foT« a Tievr (un^er tbd 

__ r-'Staii^ m 


of tho aprai^^«'^ 
AddTsaa of 




addresaa* 

Call us first. 




''’® °"® agency that follows up on 
all aspects of your new industrial project—right from 
?i!t?Jr of\°V suitable location and filling^your 
supply°^ intent application, to finance and power 

We can do this because we have the expertise and 
the experience. Udyog Mitra comprises a repre¬ 
sentative each from MSFC. MIDC. MSEB. and 
Directorate of Industries, with a full time Senior 
Manager from SICOM as its convener. 

wn®riyto?hI^jVMy?? required to report its 

work to the High Power Co-ordination Committee 
appointed by the State Government to expedite the 
various support required by entrepreneurs^ 

Hence, in your own interest, call us first. 


Your friend in Maharashtra 
from ideas to implementaticai. 

Niraial, 2nd floor. N.iriman Point, Bombay 400 021 
Phone. 231855 Telex; 011-3066 


CAsiic.ia.s4«' 
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Consumer Price Index Numbers for Industrial Workers (Working Class) 
(Base : 1960 = 100)* 


Ycar/Month 


All- 

Ah me- 

Alwaye 

Asansol Banga- 

Bhav- 

Bombay Cal- 

Coim- 

Delhi 

Digboi 



India(c) dabad 



lore 

nagar 

(a) 

cutta 

batore (b) 


1950-51 



87 



74 


71 

90 




1955-56 


79 

74 



71 


76 

81 



5 

1 

1960-61 


102 

100 



101 


100 £ 

100 


]0]£ 

1 

1961-62 


104 

103 



106 


104 

102 


104 

i 

1962-63 


108 

105 



109 


106 

108 


108 

r'l' 

1963-64 


113 

no 



114 


108 

114 


114 

V 

,1 

1964-65 


129 

124 



124 


119 

124 


128 

,| 

1965-66 


139 

130 

145 

140 

144 

132 

130 

131 

1.32 

136 

J38 1 

J 966-67 


157 

148 

158 

145 

159 

152 

147 

148 

144 

152 

160 j 

1967-68 


175 

168 

183 

168 

172 

173 

162 

163 

151 

172 

198 1 

1968-69 


174(5) 

165 

198 

176 

180 

176 

167 

170 

147 

178 

185 j 

1969-70 


177 

169 

197 

178 

183 

178 

175 

172 

154 

185 

180 1 

1970-71 


186 

176 

198 

189 

186 

186 

182 

182 

163 

199 

.1 

189 j. 

1971-72 


162 

181 

202 

194 

194 

194 

190 

187 

177 

211 

188 = 

1972-73 


207 

198 

215 

206 

212 

217 

203 

197 

189 

222 

198 ! 

1973-74 


250 

245 

267 

245 

265 

273 

233 

228 

218 

265 

234 ,’5 

1974-75 


317 

305 

346 

316 

318 

327 

289 

288 

309 

337 

310 li 

1975-76 


313 

293 

358 

317 

332 

315 

300 

287 

319 

333 

317 ;! 

1976-77 


301 

281 

321 

318 

321 

297 

298 

297 

304 

332 

310 i; 

1977-78 


324 

310 

319 

338 

342 

325 

318 

320 

319 

358 

336 J: 

1978-79 


331 

323 

335 

342 

339 

340 

325 

331 

326 

368 

339 jl 

1979-80 


360 

348 

367 

370 

376 

370 

359 

351 

367 

389 

367 1' 

April, 1979 


337 

328 

344 

348 

350 

344 

331 

331 

332 

375 

342 i 

; 

May, 1979 


339 

331 

352 

354 

354 

345 

335 

335 

-343 

374 

350 J 
360 1 

June, 1979 


345 

335 

357 

357 

359 

352 

344 

346 

347 

378 

July, 1979 


353 

341 

362 

361 

367 

363 

351 

349 

353 

388 

365 1 

August. 1979 


360 

347 

362 

368 

379 

375 

^ 361 

354 

358 

390 

369 ji 

September 1979 


363 

350 

369 

372 

379 

377 

360 

355 

363 

393 

366 

October. 1979 


365 

353 

369 

376 

379 

374 

365 

357 

369 

394 

370 { 

November, 1979 


368 

353 

375 

379 

385 

377 

365 

359 

383 

390 

369 S 

December, 1979 


374 

360 

381 

383 

391 

391 

375 

366 

394 

395 

371 i 


—Contd. 
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Consumer Price Index Numbers of Ihdostrial Workers (Working Class)—Co/i/cZ. 


Year/Month 


All 

India (c) 

Ahme- 

dabad 

Alwaye 

Asansol Banga¬ 
lore 

Bhav- 

nagar 

Bombay Cal- 
(a) cutta 

Coim- Delhi 
batore (b) 

Digboi 

January, 1980 


371 

358 

382 

379 

391 

372 

376 

357 

389 

396 

371 

February, 1980 


369 

357 

379 

379 

386 

380 

373 

348 

388 

393 

390 

March, 1980 


373 

359 

376 

387 

398 

387 

375 

356 

386 

398 

382 

April, 1980 


375 

360 

374 

387 

397 

388 

381 

362 

390 

401 

396 

May, 1980 


382 

365 

382 

390 

401 

395 

385 

371 

393 

407 

408 

June, 1980 


386 

366 

387 

391 

407 

391 

389 

375 

397 

412 

412 

July. 1980 


394 

371 

401 

395 

417 

399 

399 

381 

406 

423 

409 

August. 1980 


397 

372 

397 

402 

421 

409 

396 

387 

411 

428 

411 

September, 1980 


402 

374 

404 

412 

430 

410 

391 

396 

413 

430 

421 

October. 1980 


406 

379 

404 

421 

439 

418 

400 

393 

420 

438 

421 

November, 1980 


411 

381 

416 

428 

453 

420 

402 

397 

429 

436 

414 


a. Indices for the period January, 1^61 toSepiimbtr, 1^65, in resptcl of* Bombay, Nagpur and Sholapur have been obtained respectively 
from figures on base: July, 19JJ to June, I9J4—100, August, |9J9- 100 and February, 1927 to January, 192R—IOO byarithmctic conversion. 

b. Indices for the period upto January, 1970, for Maetras, Coimbatore and Mailurai have been estimated from the scries on base : July, 1935 
to June, 1936—100. 

c. Indices for the period up to 1967-68 foi all-India have been tslirmUcd from the (interim) senes with Base 1949:^^100 by arithmetic con¬ 
version. 


r 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 

V 


<<< <<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<<< 


With best compliments 
from 

Indian Sugar Mills Association 

39, Nehru Place, 

New Delhi-110019. 


Gram : SUGARMILLS 
New Delhi 


Phone : 682707 & 
682708 


^> 7 ’>>>>^">>>>> >>>>>>>>>>>>> >>>>>>>>>>>>>>>>>>>: 


A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 
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There’s A Reason 

For NSC to become India’s Biggest 

Seed Suppliers. 

QUALITY 


NSC seeds are produced in the Best agro-climatic zones under the supervision 
of experienced and technical experts by various State Seed Organizations. 

From sowing to harvesting and processing to grading and packing the seeds 
are scientifically looked after and tested for quality at every stage. 

After testing seeds are packed in convenient sized bags and packets and sealed 
with NSC labels and certification tags. 

To maintain the life of the sensitive seeds these are kept in humidity controlled 
air-conditioned godowns. 

Most modern methods are used for storage and transportation of NSC seeds 
so that no injury is done to them and they reach the customers in an alive and 
vigorous conditions. 

On the strength of quality NSC has entered the International Market, besides 
supplying Seeds to meet coimtry’s requirements. 

For Bumper Crops and higher yields you can depend upon NSC seeds. 


UTIOMl SEEDS CORPORtTION UNITED 

(A Government of India Undertaking) 

BEEJ BHAVAN, PUSA, 

NEW DELHI-! 10012. 


1 


I 
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If you have the initiative and expertise 
to set up and operate a small scale 
enterprise, you can look to lOB for 
prompt assistance. 


lUD. we nave great pians ror youi 

Indian Overseas Bank 



IOB/78A/7S 




Transformers and Electricals Kerala Limited 

(in collaboration with M/s. Hitachi Limited, Tokyo, Japan) 

ANGAMALLY SOUTH P.O. 

ERNAKULAM DISTRICT 
KERALA, INDIA 


Manufacturers of 

POWER TRANSFORMERS UPTO 250 MVA 400 KV 
CURRENT TRANSFORMERS UPTO 400 KV 
POTENTIAL TRANSFORMERS UPTO 220 KV 
ON-LOAD TAP CHANGERS UPTO 400 KV 
CONDENSER BUSHINGS UPTO 400 KV 
MINIMUM OIL CIRCUIT BREAKERS UPTO 132 KV 


SASmN BOONQiatT 













CoMONr Price IMex Nomben for Unririal Woiken (Working Class) 
(Base : 1960 » 100)« 


Yearf/Month 

Gwa¬ 

lior 

How¬ 

rah 

Hydera¬ 

bad 

Jam¬ 

shedpur 

Mad¬ 

ras 

Madu> 

rai 

Mon- 

ghyr 

Munda- 

kayam 

Nag- 

pur(a) 

Saharan- 
pur 

Shola- 

pur(a) 

1950-51 



80 

91 





72 


76 

1955-56 



75 

82 





71 


67 

1960-61 



100 

100 





96£ 


99£ 

1961-62 



104 

102 





97 


99 

^ 1962-63 



108 

105 





98 


109 

1963-64 



115 

109 





106 


106 

1961-65 



128 

122 





131 


123 

1965-66 

139 

137 

140 

136 

134 

128 

151 

138 

138 

141 

128 

1966-67 

160 

154 

158 

158 

144 

142 

187 

152 

148 

163 

150 

1967-68 

191 

178 

167 

183 

151 

146 

215 

173 

164 

188 

165 

1968-69 

179 

181 

173 

171 

150 

148 

185 

186 

166 

176 

167 

1969-70 

184 

176 

185 

170 

160 

162 

188 

191 

176 

181 

176 

1970-71 

191 

186 

189 

183 

170 

183 

205 

197 

187 

186 

185 

1971-72 

197 

191 

195 

187 

182 

192 

204 

199 

192 

196 

198 

1972-73 

214 

206 

211 

202 

203 

206 

225 

210 

203 

213 

216 

1973-74 

271 

239 

251 

249 

229 

236 

292 

263 

256 

253 

277 

1974-75 

348 

298 

304 

313 

301 

334 

363 

337 

314 

338 

325 ; 

1975-76 

324 

290 

316 

293 

314 

333 

325 

346 

326 

313 

342 

1976-77 

318 

292 

308 

288 

288 

302 

317 

304 

297 

304 

308 

1977-78 

343 

313 

337 

316 

311 

331 

345 

302 

315 

335 

326 ; 

1978-79 

350 

319 

341 

322 

318 

338 

348 

313 

325 

345 

343 1 

1979-80 

372 

339 

368 

349 

350 

371 

382 

338 

354 

363 

372 

April, 1980 

393 

347 

375 

367 

361 

388 

397 

343 

365 

383 

381 ‘ 

May, 1980 

408 

353 

384 

375 

367 

393 

406 

350 

377 

388 

384 

June, 1980 

415 

359 

389 

378 

371 

403 

410 

362 

382 

394 

389 : 

July, 1980 

425 

363 

401 

386 

383 

412 

422 

375 

392 

401 

401 

August, 1980 

425 

370 

399 

388 

384 

409 

440 

361 

393 

405 

403 j 

September, 1980 

427 

374 

403 

394 

381 

410 

^ 443 

393 

395 

411 

407 1 

October, 1980 

432 

385 

409 

379 

388 

413 

448 

408 

401 

419 

408 ' 

November, 1980 

430 

383 

417 

389 

398 

429 

444 

419 

405 

419 

419 


tAnnual index is taken as the average of monthly indices from April to March. 

•Figures, a hove the line are derived by making use of the respective conversion factors. 

£Average of the indices from January to March. 1961. C.ovemment of India. 
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Gujarat. incSa's second Uii^astinduatHalbaae toddy iMit., 


Second to none in offering optimum 
industrial and social inputs 



Industrial housing at the site of production is 
essential for efficient labour Understanding 
this need, most major GIDC Industrial Estates 
have provided industrial housing With 
amenities like transport and telecommuni 
cation facilities, banking facilities and 
shopping centres in existence at many of 
GIDC s 108 industrial estates 

For the continuous supply of skilled labour, 
the Government has set up Industrial Training 
Institutes in major towns Some training 
programmes are conducted on the GIDC 
Industrial Estates themselves 

A separate directorate looks after mobilising 
manpower for industries 

A combination of inputs that are viable 
and efficient 


A practical approach to industrialization 
Gujarat shows the way 

f^inr Gujarat Industrial 
UlUU Development Corporation 

OQCp Gujarat State 
laori# Financial Corporation 

PUP Gujarat Industrial 
Uiiw Investment Corporation 

PCIP Gujarat Small Industries 
UOlU Corporation 




The wheels that 
gear industrial 
growth in Gujarat 


For further information contact. 


Industrial Extension Bureau 
1 St Floor. Nanalai Chambers 
Ashram Road. Ahmedabad 380 009 
Tel 77542. 77268 Telex INDi 229 

If you are in Bombay, contact 
Chief Development Officer 
Gujarat Corporations. Khetan Bhavan 
1 St Floor. 198 J Tata Road. Churchgate 
Bombay 400 020 Tel. 222063/222146 
Telex. 001-4329 
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Consnmer Price Mex Numbers for Urban Non-Manual Employees; 1960-M 

(Base : 1960 = 100) 


Yearf/Month 

All 

India 

Ahm- 

eda- 

bad 

Ban¬ 

galore 

Bho¬ 

pal 

Bom¬ 

bay 

Cal 

cutta 

Chan¬ 

di¬ 

garh 

Cut¬ 

tack, 

Bhu- 

banesh 

war 

Delhi, Hyd- Jai- 
New era bad, pur 
Delhi Scc- 
undera 
bad 

Luck¬ 

now 

Mad¬ 

ras 

Pat¬ 

na 

Shi¬ 

llong 

Sri¬ 

nagar 

Tii- : 
van- 1 
drum! 

1960-61 ♦ 

100 

100 

102 

10’ 

99 

98 

101 

100 

100 

101 

101 

100 

103 

99 

101 

105 

103 i 

1961-62 

104 

103 

106 

109 

103 

102 

105 

107 

105 

104 

105 

102 

106 

102 

103 

105 

105 1 

1962-63 

108 

105 

111 

111 

107 

107 

lOS 

113 

111 

107 

108 

105 

111 

106 

107 

111 

no i 

1963-64 

113 

112 

115 

115 

114 

112 

114 

122 

116 

111 

115 

no 

116 

111 

114 

120 

115 

1964-65 

124 

125 

124 

128 

125 

118 

124 

135 

125 

122 

126 

125 

125 

124 

121 

128 

122 

1965-66 

132 

131 

133 

133 

1.12 

126 

129 

142 

131 

133 

133 

132 

133 

139 

123 

134 

131 

1966-67 

146 

146 

145 

144 

143 

139 

143 

154 

142 

147 

150 

146 

147 

160 

134 

143 

146 1 

1967 68 

159 

16(' 

156 

166 

153 

152 

155 

164 

154 

155 

162 

159 

154 

179 

155 

160 

165 1 

1968-69 

161 

162 

160 

166 

156 

156 

164 

167 

162 

159 

168 

156 

154 

174 

163 

167 

168 1 

1969-70 

167 

168 

164 

172 

162 

162 

171 

169 

168 

167 

176 

161 

161 

180 

164 

174 

172 1 

1970-71 

174 

I7I 

172 

180 

168 

170 

178 

176 

174 

174 

183 

166 

175 

191 

166 

184 

178 1 

1971-72 

180 

17.3 

180 

188 

172 

174 

183 

184 

180 

180 

188 

174 

188 

199 

175 

191 

184 i 

1972-73 

192 

188 

194 

20 ! 

183 

180 

194 

196 

190 

195 

205 

185 

204 

199 

183 

200 

198 i 

1973-74 

221 

222 

228 

238 

204 

201 

217 

221 

217 

223 

244 

.215 

231 

229 

208 

215 

231 i 

1974-75 

270 

271 

272 

295 

241 

238 

265 

266 

262 

270 

.308 

265 

291 

286 

257 

262 

280 ,i 

1975-76 

277 

272 

284 

296 

246 

243 

278 

270 

273 

283 

311 

270 

306 

284 

274 

280 

297 : 

1976-77 

277 

263 

286 

295 

255 

251 

284 

272 

274 

282 

312 

274 

294 

282 

268 

300 

301 

1977 78 

296 

291 

306 

318 

269 

265 

299 

290 

288 

305 

334 

297 

311 

299 

284 

319 

309 : 

1978-79 

306 

298 

309 

319 

285 

279 

308 

301 

303 

318 

338 

305 

321 

308 

296 

344 

319: 

1979-80 

330 

320 

342 

340 

315 

297 

327 

329 

321 

346 

361 

327 

350 

329 

322 

365 

349 ; 

April, 1979 

311 

300 

316 

320 

298 

282 

314 

304 

311 

322 

344 

309 

329 

316 

311 

353 

329.. 

May, 1979 

314 

302 

321 

321 

303 

286 

317 

307 

313 

325 

341 

310 

332 

313 

311 

357 

331 : 

June, 1979 

318 

307 

325 

324 

306 

292 

319 

315 

314 

331 

343 

313 

334 

316 

311 

356 

332 ' 

July, 1979 

325 

314 

329 

333 

314 

294 

328 

326 

323 

343 

353 

320 

343 

322 

317 

357 

339 

August. 1979 

329 

324 

336 

340 

316 

296 

334 

330 

324 

346 

364 

321 

345 

322 

318 

355 

342 

Scptcmbei, 1979 332 

327 

340 

344 

314 

299 

328 

334 

327 

348 

366 

330 

349 

331 

318 

357 

348 

October, 1979 

333 

326 

345 

343 

317 

300 

325 

334 

319 

351 

365 

330 

353 

335 

322 

362 

350 

November, 1979 334 

324 

350 

343 

317 

300 

327 

338 

320 

351 

364 

331 

357 

335 

324 

367 

354 

December, 1979 341 

331 

358 

350 

324 

305 

329 

339 

326 

357 

367 

337 

365 

341 

326 

372 

360 

January, 1980 

341 

328 

362 

349 

323 

302 

336 

340 

327 

361 

371 

341 

365 

340 

332 

377 

367 

February, 1980 

341 

327 

362 

353 

322 

301 

334 

335 

324 

357 

377 

339 

362 

337 

339 

380 

367 

March, 1980 

343 

330 

364 

356 

324 

306 

337 

341 

327 

358 

377 

342 

363 

342 

338 

386 

368 

April. 1980 

345 

333 

362 

357 

329 

306 

339 

340 

330 

360 

380 

341 

364 

342 

342 

386 

371 

May, 1980 

350 

335 

366 

365 

335 

V2 

345 

350 

336 

366 

386 

344 

369 

349 

352 

389 

374 

June, 1980 

355 

338 

369 

370 

339 

314 

352 

350 

339 

369 

391 

347 

373 

351 

353 

394 

380 

July, 1980 

363 

349 

375 

382 

342 

320 

364 

360 

351 

380 

404 

353 

380 

356 

361 

403 

389 

August, 1980 

368 

354 

377 

393 

345 

330 

370 

365 

358 

385 

410 

360 

384 

363 

361 

404 

396 

September, 1980 370 

352 

378 

393 

345 

339 

366 

369 

355 

387 

413 

364 

385 

367 

362 

406 

403 

October, 1980 

375 

358 

382 

398 

356 

342 

366 

373 

357 

396 

412 

367 

389 

368 

364 

409 

409 

November 

373 

358 

387 

400 

354 

346 

370 

376 

359 

400 

417 

366 

397 

376 

368 

412 

417 

December 

376 

353 

390 

395 

353 

341 

370 

368 

355 

4(X) 

411 

366 

405 

368 

371 

419 

424 


'j'Annuat index is taken as the average of monthly indices from April to March. 'Relates to the period : January to March 1961. 

Source : Central Statistical Organisation. 
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GREAVES COnON & CO.LTa22S£S 


Supplying indigenously 
manufactured rock roller bits and 
diamond oilfield bits for oil 
exploration. Providing a wide 
range of mining machinery to the 
coal and iron ore mining industry. 
Making available sophisticated 
electronic equipment for use in 
aviation and defence. And 
contributing to agriculture and 
fishing with powerful diesel 
engines, pumpsets and other allied 
machinery. 

Greaves have achieved this through 
multi>product engineering, 
manufacturing and marketing 
activities. First, as concessionaires 
for internationally renowned 
firms, bringing world-class 
technology to Indian industry. 

And progressively, as indigenous 
manufacturers of a wide jrange 
of products. 

With a country-wide network ij/i 
ftiranch offices, Greaves contribute 
significantly towards the ton^ 
development of thecountry. 
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(21KOTHARIS 

Profit beforo tax up by 1281 
201 Dividend 

Earnings per share Rs. 7.73 

Higher profits mainly on account of full year's 
production of the Chemical Plant and improved 
working of the Textile Division 



Mr. D. C. Kothari 


QROWTH OVER THE YEARS 

Rupees in lakhs 



1975 

1979 

1980 

1981 

Turnover 

2,181 

3,323 

4,408 

(Estimated) 

5,100 

Profit before Interest 
and depreciation 

218 

453 

897 

1,000 

interest 

106 

169 

273 

290 

Depreciation 

43 

106 

217 

230 

Pre-tax Profit 

69 

178 

407 

480 

Share Capital 

241 

488 

489 

490 

Reserves 

229 

268 

548 

872 

Dividend 

35 

72 

96 

— 

Earning per share (Rs) 

1.83 

2.55 

7.73 

8.58 


Turnover could have been higher by as much as Rs. 650 
lakhs but for the power cut that adversely affected many 
units of the Company. 

TE)n’ILES:The Division's performance very satisfactory in 
keeping with the Industry in general Over 75% of 
Hs. 300 lakhs modernisation programme completed. 

The Handloom sector needs encouragement but not at the 
cost of the Mill Sector. At present, not even normal growth 
is allowed in mill weaving. To avert a serious situation 
there is an urgent need to permit fresh production capacities 
in the weaving sector of the mill industry. If supply remains 
stagnant while population increases, the already poor per 
capita availability of cloth will decline further, leading to a 
cloth famine unless its production is stepped up 
eubstantially. 

PLANTATIONS: The Tea industry suffers due to a glut 
In the world market. In the Coffee market also there is a 
sethaok due to prolonged depression in international market 
prices. Yield per hectare of Tea in our Company rises from 
2287 to 2305 kgs. Steps being taken to increase the curing 
capacity to 12,000 tonnes at a cost of about Rs. 12 lakhs. 
Government's assistance to Industry necessary in the form 
bf suitable export incentives to offset the price-cutting by 
countries like China. 

FERTILIZERS: Production of Sulphuric Acid registers 
sharp increase following renovation of Acid Plant. Plans 
for further expansion drawn up and expected to be complex 
ted in 81-SZ 



year 


CHEMICALS: Very gratifying performance despite power 
shortage. Proposals for doubling Caustic Soda production 
and for manufacture of Chloromethanes submitted to the 
Government. Caustic Soda, being a basic chemical, is cruc* 
ial for the production of a number of consumer goods 
Adequate expansion in production capacities essential. 
ECONOMIC ENVIRONMENT: Estimates of loss suf¬ 
fered by Industry due to lack of infrastructural facilities 
placed at Rs. 4000 crores. In the context of serious short¬ 
ages of sm^tegic inputs, spiralling prices and the oil situation 
follov.tng the Iran-lraq war, it is extremely important to step 
up tnUustrial output substantially. The Private Sector which 
is in a pnsition to contribute to the national economy in the 
core sector must be allowed to p'ay its role It is necessary 
to substi.uto the present controlled economy by a guided 
econemy. Resources for investment should be tapped from 
international markets which are flushed with funds particu¬ 
larly the Euro Dollar The need of the day is production 
which must be encouraged at all costs. 

CORPORATE PLANNING: High degree of profession¬ 
alism is being incorporated into Company's working, 
both on sharing long term strategy and in day-to-day 
activities The Company pays increasing importance to Cor¬ 
porate Planning for the most efficient management of the 
resources at its command 

SALIENT FEATURES OF THE STATEMENT 
OF Mr. D. C, KOTHARL CHAIRMAN, 
KOTHARI (Madras) LIMITED: 

For full text, write to KOTHARI (Madras) LIMITED 

1. "Kothari Buildings", 114^ Nungambakkam High Road, 
Madras 600 034 

2. "French Bank Building", 3rd Floor, 62, Homji‘Street, 
Fort, Bombay 400 001 

In the service of shareholders: 

1. The shares of KOTHARI (Madras) LIMITED are officially 
quoted and regularly traded in Madras, Bombay, Delhi. 
Bangalore and Calcutta Stock Exchanges, to provide 
greater liquidity. 

2. Apart from the annual general meeting held in Madras, 
the Company also arranges meetings of the shareholders 
at different centres in the country viz., Bombay. New 
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Ten thousand years ago 
man moved towards civifization 


Woman put him on 
the first steps that led 
to his great ascent 

Leading anthropologists like Mason, Briffault, 
Keeler, Peake and Dorsey agree that woman 
initiated primitive man's shift towards civilization. 
Man moved away from the beast-like existence of 
forager and hunter as women evolved the art of 
cooking, domesticating animals, tilling the soil... 

These were totally new innovations that 
demanded the highest quality of creative 
intelligence. They prompted primitive man. who 
had roamed the earth for a million years, to 
finally settle. It was a crucial decision for 


civilization would have been impossible for man 
on the move. 

Woman influenced that decision by creatively 
contributing towards a better life. People like to 
think that we at L&T are creative too. But. 
although we manufacture highly sophisticated 
equipment for every vital industry, we wouldn't 
dare to draw a comparison. 


LARSEN & TOUBRO 
LIMITED 


when technology moves with time . 
P. 0. Box 278, Bombay 400 036 
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The role of the colorist 

in Indian folk art 


Puri, the famous holy city 
in which stands the Jagannatha 
temple, has a heritage of folk 
painting all its own. The art 
flourished in the 19th century but 
remnants of this style can be 
found m the city even today. 

The paintings were done 
mostly on cloth, though in later 
years, paper was also used. The 
cloth was treated with a mixture of 
black mud and cowdung over 
which a coat of lac was applied. 

On this stiff surface, the trio of 
deities. Jagannatha, Subhadhra 
and Balarama were painted in 
different roles. The figures bore a 
close resemblance to the actual 
deities in the temple. Their heads 
were weirdly distorted, they had 


no torsos, thighs, legs or feet The 
arms were shown as two strange 
projections ending in blunt stumps. 

The Puri paintings were 
characterised by their diagrammatic 
boldness and balance of neat lines. 
The colors used were vibrant earth 
shades of rich Indian reds, dull 
blues, soft greens and bright 
yellows, all taken from natural 
sources. 

Today AtuI manufactures a 
wide range of synthetic Dyes m a 
variety of colors. Dyes which help 
color everything from fabrics of 
cotton, jute, wool, art-silk and 
man - made fibre to leather and 
paper. 

AtuI also produces 
Dye Intermediates to help make 


Synthetic Dyes and Optical 
Whitening Agents which make 
whites look whiter. 

Wherever there is color 
there is a dye. 

AtuI makes some of the 
finest man-made dyes. 


0)atul: 

PHODtK*;TS ITO 

India's giant chemical complex 

P.O AtuI. Dist. Val$ad-396 020 
Gujarat (India) 

Tel.: 61 Gram ; "TULA" AtuI. 

Tel. • 0173 232 "ATUL IN" 


Adroit-' 
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January 20 

Mr Ronald Reagan took office as 
the 40th President of the United States. 

\ Iran frees the 52 American hostages 
\ on the 444th day of their captivity in ex¬ 
change of S 8 billion of Teheran's assets. 
January 21 

Libya to supply India one million 
tonnes of Zuetina high quality crude oil 
at OPEC rates. 

Mr John Biffen, Britain's Secretary 
of State for Trade, expressed the hope 
that India and the UK together could 
increase trade further to their mutual 
benefit in tie advanced technology areas. 
January 22 

A US State Department spokesman 
said that treatment of the American 
hostages was much worse than originally 
thought. 

wDoman 


U/eei 

The Lok Dal suffered a setback when 

Mr Banarsi Das. resigned from its 
national committee. 

Mrs Tarkeshwari Sinha resigned from 
the General Secretaryship of Cong¬ 
ress (U) following the refusal of the party 
President, Mr Devraj Urs, to accept her 
suggestion for appointing a minority 
member on the parliamentary board. 
January 23 

The Vanaspati Manufacturers Asso¬ 
ciation of India (VMAl) has advised its 
members to charge till February 28 next 
a maximum ex-factory price of Rs 192 
for a 16.5 kg tin. 

The official wholesale price index for 
all commodities (base 1970-71 = 100) 
went up by 1.4 to 258.9 in the week 
ended January 10 from 257.5 in the 
previous week. 

343 


South Korea commated the death 

sentence of the dissident, Mr Kim Dae- 
Jung to life imprisonment. 

The Prime Minister, Mrs Indira 
Gandhi, declared that she had never 
endorsed the presidential form of Gov¬ 
ernment though she had encouraged a 
debate on it in order to educate the 
people. 

The Jammu and Kashmir Chief Minis¬ 
ter Sheikh Mohammad Abdullah named 
his son. Dr Farooq Abdullah, MP, as 
successor to the Presidency of National 
Conference. 

The Chief Justice of the Madras 
High Court, Mr M.M. Ismail, tendered 
bis resignation to the President in pro¬ 
test against his transfer as Chief Justice 
of the Kerala High Court. 

January 24 

President Chun Doo-hwan announced 
lifting of the martial law throughout 
South Korea. 

A major earthquake struck a moun¬ 
tainous area of Sichjan province near 
Tibet in China flattening two-thirds of 
the buildings and killing at least 150 
people. 

January 25 

The three-day All India Democratic 
Socialist Convention gave birth to 
Democratic Socialist Front with Mr 
H. N. Bahuguna as Chairman. 

King Khaled of Saudi Arabia lannch- 
cd a three-day summit conference of 
Islamic nations with an appeal for pan- 
Islamic solidarity to confront the Soviet 
‘invasion’ of Afghanistan and Israel's 
“occupation of Palestine and Jeru¬ 
salem”. 

Mr Jose Lopez Portillo, President of 
Mexico, declared in New Delhi that his 
countr>’ opposed the concentration of 
naval and military forces in the Indian 
Ocean which had been declared a zone 
of peace. 

January 26 

The Beijing trials of the ‘^gubg of 
four” and the “Lin Biao clique” ended 
with Mao Zedong's widow, Madam Jiang 
Qing, and the former Vice-Premier, 
Zhang Chunquiao, both being given sus¬ 
pended death sentences. 

The third-level air service, Vayudoot, 
launched with the first flight from 
Gauhati to Umroi (Barapani). 
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The Sixth Plan Jugglery 


The Rs 7*500 crores increase proposed in the draft Sixth Five- 
Year Plan in the public sector outlay over the level of Rs 90,000 
crores envisaged in the framework document and the stepping 
up of the target of the annual overall growth rate of the economy 
to 5,2 per cent from five per cent may suggest that the dimen¬ 
sions of the Plan have been enlarged to that extent. But this 
will be an erroneous assessment. The rampant inflation of 
1979-80 had been taken into account in the framework. But 
the uptrend in prices has continued during 1980-81 in double 
digits. The framework had assumed a reasonable price stabi¬ 
lity during the five years of the Plan. This assumption having 
been belied in the very first year, the increase in the public 
sector outlay will not compensate even for the first year's in¬ 
creased cost of implementation. And there is considerable in¬ 
flation built into the draft, notwithstanding the protestations 
to the contrary. Further, the other segment of the Plan—the 
private sector investment -has been reduced not insignificantly 
to Rs 74,710 crores from Rs 79,845 crores. The overall size of 
the Plan, thus, has been increased in monetary terms by only 
Rs 2,365 crores—from Rs 169,845 crores to Rs 172,210 crores. 

The increase in public sector outlay has been effected on not 
only the understanding that the State Governments will be 
going in for a better resource mobilisation effort to the tune 
of Rs 3000 crores but also on an assessment of larger external 
assistance and greater resort to borrowings from the world 
capital markets. The latter expectation may fructify. The 
Soviet Union has already indicated fresh accommodation of 
the order of Rs 520 crores. It will be possible to use a subs¬ 
tantial part of this credit during the Sixth Plan period. The 
prospects of assistance from the OPEC too have improved owing 
to the likelihood of a change in favour of countries such as 
; ours io the criterion for the disbursement of this aid. The 
! credit of our country in the world capital markets also conti- 
; nues to be wholesome, as reflected by the fine margins accepted 
over LIBOR by the banks participating in the S 680 million 
credit contracted for the Orissa aluminium complex. But, if the 
‘ past experience is any indication, the State Governments may 
, not live up to the understanding given by them. The proceeds 
from the special bearer bonds to be issued to mop up unac¬ 
counted money have not been taken into consideration while 
assessing the resources available for the Plan. These should be 
of some help. Yet there is every possibility of a significant 
[ growth in deficit financing from the increased level of Rs 5,000 
' crores. 

I The Planning Commission, of course, has done well is scal- 
] iog down the estimate of contribution of public sector under- 
I takings for financing the Plan from Rs 11,000 crores to Rs 9,395 
crores. Their performance continues to be lacklustre. The 

E arginal ac^ustments in the resources likely to be available 
ider the other heads, of course, are of not much significance. 


The framework figures of the available resources (given in brac¬ 
kets) for public sector outlay have been revised io the draft 
Plan as follows (in Rs crores): (i) balance at current rates of 
taxation at 1979-80 rates of taxes 14,478(13,602); contribution 
of public sector undertakings 9,395 (11,007); market borrow- .. 
ings 19,500 (18,500); small savings 6,463 (6,337); provident 
funds 3,702 (3,564), term loans from financial institutions (net) 
2,722 (3,003); miscellaneous capital receipts 4,009 (3,072); ex¬ 
ternal assistance and borrowings from the rest of the world 
9,929 (7,765); additional resource mobilisation 21,302 (19,150); 
drawing down of exchange reserves 1,000 (1,500, but not inclu¬ 
ded in the framework break-up); uncovered gap/deficit financ¬ 
ing 5,000 (4,000). The revised resources pattern is reported to 
have been arrived at as a consensus at the last week’s meeting of 
the Planning Commission at which the draft was finalised and 
is a somewhat tempered down assessment in the light of the 
reservations expressed by the Union Finance Minister. That is 
said to be the reason for not scaling up the public sector out- « 
lay to the lustrous figure of Rs 100,000 crores. 

It, of course, is heartening to note that realising the havoc 
played in the recent years by energy shortages and transporta¬ 
tion (especially railway) bottlenecks, the outlays in these two 
sectors have been raised appreciably in the Sixth Plan in com¬ 
parison with the Fifth Plan. The outlay in the energy sector 
has been raised to Rs 26,535 crores from Rs 9,855 crores and 
that in transport to Rs 12,412 crores from Rs 5,528 crores. 
Proportion-wise, these two outlays arc much higher than the 
increase in the overall size of the Plan. The same is the case 
in regard to the allocations for irrigation and flood control 
(Rs 12,160 crores as against Rs 4,432 crores), rural develop¬ 
ment (Rs 5,364 crores/Rs 1,162 crores); special programmes 
(Rs 1,480 crores/Rs 450 crores) and agriculture (Rs 5,694 crores/ 

Rs 2,606 crores). But the overall figures are heavily weighted in 
favour of the energy and transport sectors. Industry and mine¬ 
rals have been accorded public sector allocation of Rs 15,018 
crores compared to Rs 7,362 crores in the Fifth Plan. The other 
important allocations approved are: communications Rs 3,134 
crores (Rs 1,380 crores in the Fifth Plan); science and techno¬ 
logy Rs 865 crores (Rs 436 crores); social services and other 
sectors Rs 14,837 crores (Rs 6,102 crores). As could be expec¬ 
ted, the draft Plan is said to have assessed the balance of pay¬ 
ments prospects as very gloomy and has stressed the need for 
greatly accelerating the growth in exports. 

Grandiose plans do serve the purpose of raising the sights* 
They raise popular expectations also. But if there are serious 
lags in implementation, the dashed hopes have their grievous 
implications. It remains to be seen how far implementation 
will be made more efiective than in the past which has ii\jected 
only cynicism in a majority of the people instead of enthusing 
them about the prospects of progress, 

. ' I ■ f' * * 




Indo-Soviet Collaboration 


The last week*s deliberations of the Indo-Soviet Joint Com¬ 
mission have evoked optimism about the economic collabora¬ 
tion between the two countries receiving a new thrust during 
the current decade. Starting with the agreement in 1955 for 
the establishment of the Bhilai steelworks, Indo-Soviet collabo¬ 
ration multiplied fast for about a decade and proliferated into 
several important sectors of our economy, such as the manu¬ 
facture of heavy machines, heavy electrical equipment, drugs 
and pharmaceuticals, instrumentation equipment and alumi- 
^nium, raising and washing of coal, generation of power, explo¬ 
ration and refining of oil, etc. Some collaboration has been 
there in agriculture as well. But the pace of collaboration 
tended to slacken in most fields, except steel an J oil, since about 
the middle of the sixties. Technical and scientific collaboration 
has continued well, but not many new industrial projects have 
been taken up, the notable exceptions being the expansions of 
the Bhilai and Bokaro steelworks and the setting up of the 
Mathura oil refinery. The former two schemes, of course, have 
bben in continuation of the earlier Indo-Soviet collaboration 
in the .steel sector; understanding on these had been reached 
even by early sixties. 

The slackened tempo of collaboration has resulted in finan- 
y cial assistance from the Soviet Union decelerating a great deal. 
An eloquent testimony of this is available in not only the non¬ 
utilisation of the 230 million roubles (Rs 208.32 crores) credit- 
line provided in 1977 but also approximately 50 per cent of the 
300 million roubles (Rs 250 crores) loan agreed to in 1966 and 
about 20 per cent of the other loans made available prior to 
1966 still remaining to be drawn. Partly this has been due to 
our changing requirements in the recent years. The decelerated 
tempo of economic growth too is responsible for this pheno¬ 
menon to some extent. Another contributory factor has been 
the turning of several Soviet«assisted projects to the western 
world for up-daling their technologies. In fact, the aid receipts 
from the Soviet Union in the recent years have been exceeding 
repayments of the pre-1965 loans and interest thereon only mar- 
I ginally. In some years they have been even lower than the rc- 
' payments. 

The hopes about increased Indo-Soviet collaboration in the 
coming years have come to be entertained because an indica¬ 
tion has been provided at the last week’s confabulations that 
the Soviet Union will provide fresh financial assistance of the 
order of Rs 520 crores. Taking note of this and the possibilities 
of increased resort to credit from the world capital markets, 
besides the willingness of the State Governments to raise some 
additional resources, the Planning Commission has decided to 
step up the public sector outlay during the five years to 1984-85 
by Rs 7,500 crores from about Rs 90,000 crores envisaged earlier. 

The new Soviet assistance is to be utilised for establishing 
, additional facilities for the production of steel and alumina, 
raising of coal and generation of power in the steel sector. 
Apart from assisting in the putting up of a new integrated steel¬ 
works at Visakhapatnam, the Soviet Union will help in raising 
the capacities of ^e Bokaro and Bhilai plants from four million 


tonnes each (work in this respect is in progress) to five and 5.5 
million tonne.s, re.spectivcJy. The alumina manufacture facili¬ 
ties of the order of six to eight lakh tonnes per annum arc to 
be put up based on the Andhra Pradesh bauxite re.sources. Co¬ 
operation between the two countries for extending the alumina 
stage to the production of aluminium metal subsequently has 
been proposed. 

The major thrust of the future collaboration will be in the 
energy sector, in cognizance of the difficulties being encounter¬ 
ed in augmenting energy supplies and the dire need of diversi¬ 
fying energy sources following the recent developments on the 
global oil front. A 2 8 million tonnes annual capacity under¬ 
ground mine at Jhangra and a four million tonnes (first stage) 
open-cast complex at Mukanda are to be developed in the coal 
sector, be.sidcs repair of the Kathara washery and the up-dating 
of the Kathara and Patherdih washeries. Association of Soviet 
experts is envisaged in the new open cast mines in the Singrauli 
and Jharia area as well and also in the manufacture of mining 
equipment spares in India. In the power field, an important 
project that is being considered is the construction of an inte¬ 
grated thermal plant of 1,000 MW capacity at the Nidhi coal 
mine in the Singrauli area. Possibilities are to be explored of 
expanding this complex later on to 3,000 MW capacity. The 
Soviet Union will as well provide assistance for the modernisa¬ 
tion of the hydro-turbine laboratory of Bharat Heavy Electricals 
to improve the design of 200 MW steam turbines and for enabl¬ 
ing the similar existing thermal sets to generate power to their 
rated capacity. In the oil sector, drilling operations are to be 
stepped up in Tripura and seismic work in West Bengal. 
Specialists will be made available by the Soviet Union to 
activate idle wells or increase oil recovery from the running 
wells in the Gujarat area. 

Assistance is to be provided by the Soviet Union also to 
improve the working of some other projects already established 
with its cooperation through up-dating their technologies or 
introducing new production lines. These include the Heavy 
Engineering complex at Ranchi, the Mining and Allied Machi¬ 
nery Project at Durgapur and Indian Drugs and Pharmaceuti¬ 
cals plants. An Indian team will visit the Soviet Union for 
discussions on the setting up of some new drug and pharmaceu¬ 
ticals units in India. Cooperation between India and the 
Soviet Union in this field is also proposed to be extended to 
the third countries. 

A new dimension is to be imparted to the collaboration bet¬ 
ween the two countries in the irrigation field. The programmes 
envisaged in this sphere include production of pre-fabricated 
components for the construction of canal structures and canal 
lining and use of directional blasting techniques in the construc¬ 
tion of dams. The Indo-Soviet economic cooperation, thus, will 
not only deepen in the several spheres in which it has been there 
for the last 25 years but also extend to some new lines of acti¬ 
vity. The emphasis placed on up-dating of technologies of the 
existing projects is a welcome feature of the new understanding 
for several of these projects have not yielded the desired results. 
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TM ANY years ago, I remember seeing a After all, in this socialist State it is thirty-three yeArs of independence, the 
*** play called “No Sex Please, We’re outrageous to screen only art films in*- cheap, skilled labour at our command 

British.” Despite all the talk of cultural tended for the elite. We must above all gives us an enormous comparative ad- 

colonialism, it would seem that frigidity cater for the needs of the masses. The vantage in this field, and wc must enter ’ 

is one characteristic that the British Raj spontaneous reaction of Delhi audiences the export market and drive out high- 

failed miserably to inculcate in the lesser proves beyond doubt that blue films cost competitors like fr^ance add the 
breeds of the subcontinent. At the constitute a basic need, and the Planning Scandinavian countries. For much too 
International Film Festival in New Delhi Commission must be instructed to make long the capitalist powers of the West 
earlier this month, hordes of sex-starved an appropriate provision in the Sixth have had a stranglehold on this market, 
males, tongues hanging out at the thought Plan, preferably under the basic needs The New International Economic Order, 
of the titillation ahead, panted with programme. The Ministry of Civil Sup- blessed by the United Nations, will 
passion as they formed long queues to plies should be asked to investigate the change all that. Already Thailand and 
buy tickets. Nothing summed up their possibility of distributing this essential Hong Kong have shown the World what 
travails better than a headline in The commodity through fair price shops. It developing nations are capable of. This 
Indian Express^ “More Sex Please, is well known that shady characters and is one area where India has fallen well 
We’re Indians.” The news item describ- blackmarketcers are selling blue films at behind fellow developing countries and 
ed the agonies of an audience that had fantastic prices, and to curtail this evil strenuous efforts must be made to catch 
crowded to see one of the festival films there is an urgent need to provide for up. It should set up Free Sex Zones 
rumoured to display acres and acres of this commodity on all ration cards. An along the lines of Free Trade Zones, 
luscious female flesh. As the film pro- Ordinance should be promulgated pro- The import of raw material, or material 
grossed, it became clear that land reforms viding for the preventive detention of in the raw, should be permitted without 
and the green revolution had sharply those who hoard pronography or sell it hindrance and under no circumstances 
reduced the acres and covered most of in the black market. should such imports be canalised through 

them, including all those that the public sector agencies. Quality control 

audience had expected to witness in Yt is regrettable that our consumers have facilities must be set up to ensure that 
fallow condition. So great was the rage a craze for the imported variety, our reputation abroad is not ruined by 

of the spectators that they tore up the Steps should betaken to promote do- fly-by night operators. 

. dnema scats and fittings and howled mestic production, and tax incentives same time care must be taken 

with rage at being deprived of the or- should be announced to encourage re- not to starve domestic consumers in 
gasois which they had paid for in hard- search and development. The industry a mindless attempt to merely earn more 
I. earned cash. must be delicensed and thrown open to foreign exchange. We must meet do- * 

Even more astonishing was the reaction MRTP houses. This is a highly labour- mestic demand in full before allowing 
of the Minister of Information and intensive industry, and constitutes ap- this essential commodity to be exported. 
Broadcasting, Mr Vasant Sathc, who propriate technology in Indian conditions. It is quite wrong to expect human needs 
ordered the cinema hall to give a ticket It can be produced in any season and at to be satisfied by food alone. The quality 
refund to the disappointed hooligans, any time of the day, so that it can be a of life is as important as income, as 
Did Mr Sathe really think ihat the useful supplement to the wages of under- many eminent economists have pointed 
audience had been deprived of its just employed landless labourers. Indeed, out. It is quite wrong to define the 
dues, and was entitled to compensation? there is a strong case for amending the poverty line in terms of calories of food. 
Did he perhaps share the disappointment food-for-work programme to include an Wc are starved not only of food' but 

of the masses? Did he find that the element of food-for-sex. This will make of sex. It is high time the World Bank 

1 distribution of free passes as patronage the work far more intcresling, and replace and other donors woke up to this salient 
resulted in cries of anguish instead of much of the drudgery of everyday work fact. Indeed, if Mr Ronald Reagan ex¬ 
cries of delight? No doubt he will ins- with the excitement of a novel venture, pcots to improve relations with India, ^ 

tract his Ministry to be more careful in &nd thus raise morale. he would be well advised to give gene* 

future while selecting films for an inter- Sex is a natural resource which we rous, outright grants of sex under PL 480. 

national festival. have miserably failed to exploit despite SwamlMitlian S. Aijar 
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Enterpri^ 


it launched a 

technologiGal 

movement. 


IMFA was born of the spirit that 
triggered the Indian Industrial Revolution 
soon after Independence. With the birth 
of the Company a rr'.ovement was launchiSJ towards 
self-reliance in much needed technology of Ferro 
Alloys, particularly Ferro Silicon and Silicon Metal. Today 
the Core Sectors no longer depend on foreign 
countries for these? vital Irrputs lo trigger oft 
growth. 

IMFA's R G D Wing* ever watchful of advances S 
bring innovations and breakthroughs to help the 
I country. IMFA's Silicon Carbide Unit will soon increa?^ 
production by three times. The 'l ube Unit in Chowj^w^^ 
is being geared for optimum pioduction on modern | 
lines. Another unit for production of 10.000 \ 

tonnes of Silicon Metal is scheduled to be 
commissioned within a year. 

What was once a vision is now an enterprising 
Complex, Today Therubali the abode of the 
Adivasis and Chowdwai. once the formidable 
Fort of ancient Kalinga Kings have woken up to 
progress. The winds of change have touched 
the Jives of mar^y. IMFA has helped to launch a 
thousand smiles. 

IHFA GROUP 

INDIAN METALS & 

FERRO ALLOYS LTD, f # ^ 
KALINGATUB^ UMITED I ^ 
INDIAN METALS S \ 

CARBIDE UMtTED I 

Bhubaneswar-751 oio 
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Public Sector Units in the South Ground to a Halt 


Workers in a number of public sector 
undertakings in Bangalore, Hyderabad 
and Cochin have been on an indefinite 
strike since December 26, 1980. They 
number around 80,000 in Bangalore com¬ 
prising the workers of Bharat Electronics, 
Hindustan Aeronautics, Indian Telephone 
Industries, Bharat Earth Movers and 
Hindustan Machine Tools. In Hyderabad 
some 16,000 employees of the Electronics 
Corporation of India, The Bharat Dyna¬ 
mics I.td, Mishra Dhatu Nigam Ltd, 
Hindustan Cables, HAL andHMTare 
on strike; and in Cochin workers of the 
Kalamasscry unit of HMT numbering 
around 2500 have joined the strike. 

The issue involved is wage parity with 
employees of Bharat Heavy Electricals 
Ltd. The merger of Bharat Heavy Elec¬ 
tricals Ltd and Heavy Electricals (India) 

^ Ltd in 1973 to form the Bharat Heavy 
Electricals Ltd, brought under it a multi¬ 
unit company with production units 
spread all over the country. At attempt 
was made by BHEL management to 
evolve a uniforgi wage policy. 

Revision of Scales 

This uniformity attempted for some 
50,000 employees naturally meant the re¬ 
vision of the scales to the maximum ob¬ 
taining in any unit. Also 1973-77 were 
boom years for BHEL when the company 
i undertook many-sided expansion, and 
^ its turnover jumped from Rs 23 crorcs to 
Rs 44 cro:cs. With power given a high 
priority its order position was comfort¬ 
able and the pricing policy also gave it a 
comfortable margin; within three years of 
the merger the accumulated losses were 
wiped out and BHEL continued to pile 
up handsome reserves and surpluses. With 
this development the company could 
afford liberal compensation to ils emplo¬ 
yees. Thus the wages of BHEL increased 
to a level that was higher than those ob¬ 
taining in most other units of the public,, 
sector in any State. BHEL raised the 
minimum wages of its workers to Rs 500 
in January 1980 with retrospective effect 
from September 1978. 



8. Vitwanathan 

Trade Union leaders spearheading the 
strike through the Joint Action Front of 
Public Sector Industries Unions claimed 
that in their settlement with the manage¬ 
ments in 1978 the latter had agreed to re¬ 
open the settlement if comparable indus¬ 
tries like BHEL effected wage increases 
for their employees! 

The several rounds of discussions ar¬ 
ranged by the State Government Labour 
Department have not been successful. 
The different units affected come under 
the control of different ministries. Thus 
the leeway available to individual 
managements does not seem to be much. 
The production loss in the Bangalore 
units alone is estimated around Rs 1.5 
crores per day. 

Firm Stand 

The Union Minister for Communications, 
Mr C.M. Stephen, stated in Bangalore 
on January 6 that the Central Government 
will stick to its firm stand of no parity 
with BHEL. He however offered the 
striking public sector workers two alter¬ 
natives: An ad hoc hike of Rs 20 in the 
wage packet and a lumpsum payment of 
Rs 300 to cover back wages provided the 
unions agreed to extend the present 
agreement to a future date, till the end of 
1982. The second alternative is to start 
negotiations for new wage settlements 
unitwise. 

The union leaders claimed that in May 
1978 the management of the Bangalore- 
based Central public sector industries 
entered into an agreement with the 
trade unions under which if any other 
engineering industry in the Central sector 
like BHEL agreed for higher minimum 
wage, the minimum wage in Bangalore- 
based industries would also be reviewed 
and suitable adjustments will be made in 
their wage structure. The minimum wage 
in other units, it is pointed out, is only 
Rs 430. Mr Stephen said that the units 
have varying problems. “Within a broad 
framework there will be wage revision 
between unit and unit according to per¬ 
formance, capacity etc,” he said. 

34 » 


The Joint Action Front promptly rejeo^ 
ted two alternatives proposed by Mr 
Stephen. They described that the propOr 
sal means actual freezing of wages till the 
end of 1982. 

The Problem 

A question that looms large is the point 
at which claims for higher wages could 
be evened out. Unlike as in the West or 
in other developed countries we have not 
evolved a pattern in which wage compen¬ 
sations are comparable for similar types 
of work. Unless this larger problem of 
comparable wages for the same quantum 
of work is sorted out there cannot be an 
end to industrial strifes. For instance, if 
the demand of the other public sector 
units for parity with BHEL wages is con¬ 
ceded the next stage will be for BHEL to 
claim parity with wages in more prosper¬ 
ous units in the private sector such as, for 
instance, with MICO or Ashok LeylandJ 
The demand from employees of the State' 
corporations is bound to ensue, seeking^ 
parity with wages of employees in the 
Central public sector. With the present* 
state of operations of such units in the' 
State sector not very profitable, obviously! 
the State Governments will not quite, 
easily relent on this question. And how 
to meet the problem of small scale units 
whose wage levels are very much lower 
than those in the organised sector? 

Coming closely on the heels of wide-' 
spread agitations on the part of farmers^ 
this strike by the workers of public sector 
undertakings is bound to add to the 
headaches of the State and the Central 
Governments. Already the State Govern-* 
ments in Karnataka, Tamil Nadu and 
Maharashtra are struggling to cope with 
the problems posed by organised agita¬ 
tion on the part of farmers. In Madras 
the closure of Binny as a result of indus¬ 
trial relations problems has rendered 
some 12,000 workers jobless. The increas¬ 
ed militancy noticed on the part of indus¬ 
trial workers now in Bangalore and 
Hyderabad, if not solved early, is bound 
to spread fast to other concentrations of 
industrial workers. 
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Economic Analysis 

Monetarists Flourish, Economies Decay 

Sudhir 8mn 


^'Milton has the greatest misfortune 
which can befall anyone : he is a man 
with a major theory which does not 
work but has been tried*’, so said John 
Kenneth Galbraith about Milton Fried¬ 
man, the guru of monetarism, in May 
1970. Since then Friedman has col¬ 
lected an army of influential disciples 
—not just academicians, but bankers, 
businessmen, administrators, even 
Chiefs of State—spread over the world. 
His theory has been—and still conti¬ 
nues to be—tried with a vengeance. It 
has spread like the worst economic 
epidemic of our time. 

Prof. Friedrich Hayek, the Austrian- 
born economist, who once taught at 
the London School of Economics, is 
another guru—or Maharishi—of mone¬ 
tarism, more senior and also more 
aggressive, who is now based in Frei¬ 
burg, West Germany. At 81, he con¬ 
tinues to preach his gospel of econo¬ 
mic salvation through undiluted 
laissez-faire coupled with stringent 
monetarism, and wields considerable 
influence, especially in conservative 
circles. Like Friedman, he too carries 
the aura of a Nobsl Laureate. The 
two have their differences, though they 
are more in tactics than in strategy. 
And together they have become a for¬ 
midable force casting their spell on 
economic policymakers in the indus¬ 
trial countries and beyond. 

Both have found a prize disciple in 
Madame Margaret Thatcher, the Prime 
Minister of Britain. Two years ago, 
Mr Michael Foot, now leader of the 
British Labour Party, made a none 
too endearing remark about Mr Hayek. 
The “mad professor** had Mrs That¬ 
cher in his clutches, he declared. 


In commenting on ihe Queen’s speech 
that promised to bring down inflation 
and create the conditions for indus¬ 
trial expansion, even The Guardian, 
reputed for its sobriety, was impelled 
to some caustic words (Nov. 21, 1980) : 
“Few, listening to the Prime Minister 
yesterday, could have felt any more 
confident than before that the Govern¬ 
ment is on course for that objective... 
Mrs Thatcher’s insistence that British 
people are fed up with phony pallia¬ 
tives carries less conviction than she 
intends when increasingly, in the Con¬ 
servative Party as elsewhere, there is 
a burgeoning sense that what the 
Government is doing now is very much 
the direct result of a hulk purchase of 
phony patliatives some years ago from 
an old gentleman in Chicago*\ (My 
italics). 

Today few would hail her policy as 
heroic; more and more it is treated as 
myopic. Business executives, econo¬ 
mists, even her own party members 
outside the cabinet are now protesting 
almost in a chorus that it is strangling 
the nation’s economy and industry; 
that, by a grim irony, it is hastening 
a process not of economic expansion 
or rehabilitation of Britain, but of her 
“de-industrialisation”. 

Indeed, the results her policy has 
achieved in the first eighteen months 
of her Government are impressive, but 
only in the negative sense. The 
Government’s unemployment statistics 
released in late December, have shock¬ 
ed the nation. They showed that the 
jobless rate had hit a post-war record 
with 2.2 million people, or almost nine 
per cent of the total work force, now 
without employment. This was a 64 


per cent increose within a single year; 
while every week soma 25,000 people 
were losing their job. Meanwhile, in¬ 
flation stubbornly persist at a 15.5 per 
cent annual rate. It is down from a 
peak of nearly 22 per cent reached last 
spring, but almost double of the eight 
per cent at which it stood in May, 1979 
when the Conservatives came to power. 

The Organization for Economic Co¬ 
operation and Development (OECD), 
which comprises 24 industrialised cou¬ 
ntries including Japan, took an excep¬ 
tionally gloomy view of Britain’s eco¬ 
nomic future in a forecast it published 
last month (Dec 21). Her unemployment 
rate, already the highest among the 
OECD nations, will, according to the 
agency, rise to three million by mid- 
1982, or 12 per cent of the work force. 
Nor does it foresee any relief on the in¬ 
flation front. As for the Gross Nation¬ 
al Product which showed a modest 
growth of 1.5 per cent in 1979 and 
then declined at an estimated 2.25 per 
cent in 1980, OECD expects it to re¬ 
main at the same level in the current 
year and then move up a little to show 
zero growth in 1982. 

Most of Britain’s industries are in 
deep trouble. Many private com¬ 
panies have shut down and laid off 
workers in record numbers. The 
retail industry lost 30,000 jobs last 
year. The plight of the public-sector 
industries are, if anything, even worse. 
The giant British Steel Corporation 
is closing down its factories one 
after another in order to cut down its 
enormous losses; it has discharged 
70,000 workers from a total labour 
force of 150,000. 


BL Limited, the automaker formerly 
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known as British Loyland, is plagued 
by financial problems. It will need a 
cash grant of the equivalent of $2 
billion in two years. In three years it 
dismissed 30,000 workers. Its fate 
hinges on a new car—the Metro—'but 
a recent strike has worsened its pros¬ 
pects. 

The British Airways, which made a 
sizable profit in 1979, has been heavily 
losing money for some time. Finally, 
die British Rail, faced with operating 
losses of SI 15 million, has just cut 
its passenger service by five per cent in 
terms of mileage and slashed its work¬ 
ing hours at great many stations. In 
addition, it is planning to sell valuable 
assets it holds in subsidiary companies. 

The cumulative effect of all this is 
writ large on the level of manufactur¬ 
ing output which, according to the 
Confederation of British Industries, 
fell a whopping 10 per cent in 1980 and 
is expected to fall another 10 per cent 
this year. Investment in industry dec¬ 
lined 13 per cent last year. Domestic 
demand for goods, excluding North 
Sea oil, shrunk by three per cent. The 
British current account—^that is total 
values of goods and services imported 
and exported both by the Oovernment 
and private business—should show a 
surplus of about S4.S billion this year. 
But according to OECD*$ projection, 
this will change to deficit of $6 billion 
by mid-1982. 

The reasons given by the agency for 
the anticipated reversal are symptomatic, 
namely, British goods are losing their 
competitiveness because of high cost, 
low productivity, and the high value of 
the pound. This wilt result in a flood of 
imports, and even the rising revenues 
from the North Sea oil will not be 
able to oflset their adverse impact. 

But Prime Minister Thatcher, at 
least ostensibly, remains unpertturbed. 
**We knew it was going to be a long, 
hard slog”^ she told her Con^rvative 
Party members in a Christmas-time 
message^ **and the .task has not been 
made easier by the suddenness and 
severity o! the world recesrion and by 
the tise in oil prict^\ This is, 



Britain's Tribute to Friedman- 

To the Editon 

Could I have a friendly word with your headline writers ? In The 
Times of Dec, 27, a dispatch from London was published under the 
words **BritaMs Economy is Worsening Despite Mrs Thatcher's polU 
cies^ From either a reading of the ensuing story or a general know^ 
ledge of the underlying circumstances one perceives the error. 

Mrs Thatcher's Government has strongly embraced the monetarist 
policies of our fellow citizen and my fellow economist Prof Milton 
Friedman. The natural pride that one has as an American in this bril¬ 
liant act of economic evangelism must not he allowed to cloud the case 
long avowed by other American {and British) economists. It is that the 
Friedman formula does not work. 

Central to its strategy is a close control of the money supply. 
Detracting from its chance of success is a grave uncertainty as to what, 
in the modern world, is to be identified as money and thus what is to be 
controlled*, also a grave doubt as to whether in fact central banks can 
control effectively whatever they choose to call money; also the clear 
likelihood that the effort at control, including the very high interest 
rates that are involved, will bring recession and unemployment, without, 
where unions and corporations are strong, doing much against inflation. 
And since monetary policy works agalnstt bank lending and investment, 
it has a singularly aggressive impact on those businesses that depend 
on borrowed money and, by directly penalizing for capital formation, 
a highly adverse effect on productivity. 

All of this being the highly visible result of monetarism in Britain, 
your headline should have read Britain's Economy is Worsening Be¬ 
cause of Mrs Thatcher's Policies," 

One prays that a similar headline, adjusted to the American scene, 
will not follow upon the very persuasive advocacy that a similar mone¬ 
tarism is now receiving here at home, 

John Kenneth Galbraith 
(From New York Times) 


of course, true: yet, it is at best an 
extenuating faetor of limited signifi¬ 
cance. West Germany and Japan, for 
example, have to face the same reces¬ 
sion and are far worse off regarding oil 
supply. Yet, as the OECD forecast - 
shows their economic outlook appears 
much brighter than that of Britain. 
Japan, In particular. Is expected to 
show the best all-found score with a 
sizable GNP growth, moderate un¬ 
employment, low inflation, expanding 
trade, and a strong current account— 
almost a mirror image of Britain, 


In the same message Mrs Thatchar 
said candidly that 1981 would be '*aq* 
other hard year”. However, shebeB- 
eves that ”if the Government sticka«^< 
as it will—to its determination to 
inflation out of the economy”, and; 
if the pay settlements this winter were; 
reasonable, there was ”real hope” thaii:;; 
a year from now things would be Ipoi^'; 
ing ^distinctly bFighter*\ But 
hope is shared by hardly anyone o) 
side the small coterie of Couservatl^ 
monetarists around her. The ble0^1 
record of the past has demolished 












tbc limited credibility she had enjoyed whatever mechanisms available" that how much sense would it make in 

while launching on this experiment. ‘‘prices don’t rise—even by a penny". reality? "Such a policy is akin to 

To crown it all, while the nation has Inflation, he contends, cannot be putting the same amount of fuel in the 

been paying a staggering price, she wrung out of the economy slowly furnace whether it is June or January", 

has not been able to control the growth through gradual reductions of money- says Prof William Nordhaus, a former 

of money supply and public spending, supply, as assumed by the Chicago member of President Carter’s Council J 

which were the twin pillars of her school. It can be achieved only of Economic Advisers. Or, to change ^ 

; policy. The so-called M*, that is, through a shock therapy. He believes the analogy, Friedman’s prescription J 

money in circulation plus bank de- that what the Bank of England is aim- is as good assaying that the essence 

f posits in sterling including certificates ing at is not stopping inflation, but of good driving lies in keeping a 

t of deposit, is expanding at an under- just making it more moderate. This, steady pressure on the gas with the 

t lying rate of 20 per cent, much above he insists, will just not do. speedometer pointing to, say, 50 miles J .. 

I the targeted range of 7 to 11 per cent. Mr Hayek’s cure for inflation is an hour, and ignoring the weather, 

’ Public spending, too, has grown far both drastic and simplistic—it is tanta- visibility, road bends, even tralhc jams! 

1 in excess of the target—^this year’s mount to curing high fever by forcing A few years ago a Governor of the 

; limit of $17 billion will be surpassed the patient into a deep freeze. Fried- Federal Reserve Board summed up 

; by an estimated $9 billion. man’s doctrine of gradualism looks his views on monetarism as follows: 

; American monetarists, who were less harsh, but it is no less naive. 0- Does money matter? 

; initially jubilant over Mrs Thatcher’s First, there^ is no agreement as to A. Certainly it does. 

; espousal ol their cherished faith and ^hat is and is not money; as seen Q. Docs money alone matter? 

' her determination to stick to it above, even Mr Hayek harbours serious A. Most certainly not. 

; through thick and thin, have now misgivings on this score. This, to any objective mind, should 

; virtually disowned her. In their view Second, can a central bank control be unexceptionable, but, alas, not to 

; her monetarism—as well as her tax- money supply so completely as to the monetarists. They go on insisting j 

; cut and budget cut programme—has satisfy the Friedman formula of, say, that money alone matters and what J 

; been vitiated by too many compro- four per cent steady growth, month does not is the interest on money. J 

; mises, and this has made her policies after month and year after year? In the last year or two interest rates J 

* ineffective. The Friedmanite school This is a mission impossible. No cen- have soared to 20 per cent, and be- J 

f is particularly unhappy that she has tral bank, far less in a huge economy yond, in the UK and the USA and J 

I' failed to keep the lid on money supply, like America’s and at a time when an have inflicted severe damage on their t 

i; allowing it to grow very steadily at a estimated $700-bil I ion liquid funds are economies. For. in an environment of | 

- • predetermined rate. But Prof Hayek sloshing around the world, can fine- such unconscionably high interest there J 

has no patience with Milton Fried- tune the money-supply even remotely arc only two industries that can pros- J 

j man’s gradualism; he is a staunch approaching the degree of accuracy so per—banking and gambling. It is high \ 

believer in radical surgery. His verdict devoutly wished by Friedman. time to recognise-— J 

on Mrs Thatcher after 18 months of And third, even assuming that the Ill fares the land, to hastening ills a J 
her brave experiment is quite harsh: Federal Reserve or the Bank of prey J 

too little and too slow. Unless this is England were, by some miracle, able Where monetarists flourish and J 

X replaced by “rapid" and “drastic" to carry out this impossible mission, economies decay. t 

belt-tightening, Britain’s economic _______ t 

t plight will in his view become “worse f ''l 

2 and worse". His reasoning is quite EASTERN E CON U MIST 

t simple. It is politically feasible to 

2 have 20 per cent unemployment for Subscription Ratos 
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i he believes, is the predicament Britain Foreign $ 40 £ 20 

now faces. 

X What is really needed, according to Regd. Office : 

ri Mr Hayek, is not adherence to the UCO Bank Building 
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i by Friedman because it simply "is not \ 

i possible to define money so precisely". Parliament Stree , J 

X Instead, the monetary authorities New Delhi-110001 j 
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how much sense would it make in 
reality? "Such a policy is akin to 
putting the same amount of fuel in the 
furnace whether it is June or January", 
says Prof William Nordhaus, a former 
member of President Carter’s Council 
of Economic Advisers, Or, to change 
the analogy, Friedman’s prescription 
is as good as saying that the essence 
of good driving lies in keeping a 
steady pressure on the gas with the 
speedometer pointing to, say, 50 miles 
an hour, and ignoring the weather, 
visibility, road bends, even tralfic jams! 

A few years ago a Governor of the 
Federal Reserve Board summed up 
his views on monetarism as follows: 

0. Does money matter? 

A. Certainly it does. 

Q. Docs money alone matter? 

A. Most certainly not. 

This, to any objective mind, should 
be unexceptionable, but, alas, not to 
the monetarists. They go on insisting 
that money alone matters and what 
does not is the interest on money. 
In the last year or two interest rates 
have soared to 20 per cent, and be¬ 
yond, in the UK and the USA and 
have inflicted severe damage on their 
economies. For. in an environment of 
such unconscionably high interest there 
arc only two industries that can pros¬ 
per—banking and gambling. It is high 
time to recognise— 

111 fares the land, to hastening ills a 
prey 

Where monetarists flourish and 
economies decay. 
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in the Nation 


The Biffen Visit 


Mr John Biffen, Secretary for Trade in 
Mrs Thatcher’s Cabinet was here last 
week to discuss the prospects of increas¬ 
ing Indo-British trade and economic 
collaboration. The trouble with trade, 
however, is that it does not increase 
mtrely as a result of such visits, pious 
platitudes notwithstanding. For there to 
be any significant and quick increase in 
the volume of trade between the two 
countries, there must be an improvement 
in the economic climate. Of this, in 
Britain at any rate Mr Biffen seemed to 
feel, there was no immediate danger. 

Having said that, it is mildly interesting 
to look at the talks between Mr Biffen 
and Mr Pranab Mukerjee. It appears 
that Mr Mukherjec complained that some 
Indian goods were being discriminated 
against on wholly spurious grounds. He 
referred to the exports of groundnut and 
cottonseed extractions on which a ban is 
proposed. He also mentioned the recent 
reports in Britain about the fire hazard in 
Indian garments. Mr Biffen, in turn, was 
at pains to point out that there would 
be no discrimination on the grounds of 
country of origin, if at all any restric¬ 
tions were placed, it would be on account 
of more valid reasons. 

Various suggestions were made, as is 
the custom in these conferences, morc-or- 
less all of which belong to the realm 
of what The Economist would term jaw- 
jaw i.e., just talk. There was one sugges¬ 
tion, however, from India which Mr 
Biffen turned down flatly—that was to set 
up a trade promotion fund. It would not 
be ^'practicable*', he said. 

Somewhat more interesting were the vin¬ 
dications given by the British about their 
likely participation in steely power, coal 



and fertiliser projects. Nothing very spe¬ 
cific emerged but it would appear that 
the chances of Davy International getting 
the Paradeep steel project are quite good. 
The British would also be helping in set¬ 
ting up some super-thermal power sta¬ 
tions though where and when was not at 
all clear. The immediate prospects would 
seem to be the supply of railway wagons 
which India iittends to acquire in a big 
way during the Sixth Plan. Heavy im¬ 
ports of longwall coal mining machinery 
are also likely. The question of British 
participation in the automobile industry 
also came up but Mr Biffen was reluc¬ 
tant to say anything beyond that the talks 
were at preliminary stages. It seems 
British Ley land IS drawing up some sort 
of corporate plan which might conceiv¬ 
ably include the automobile industry in 
India. 


A Feeler Visit 

It would not be correct, however, to 
draw the conclusion that Mr Biffen's 
visit was a total washout for the simple 
reason that he is very much a confidante 
of Mrs Thatcher. In all probability, his 
visit was more in the nature of feeler- 
visit so that he could convey his impres¬ 
sions to Mrs Thatcher and she may 
get some idea of what to expect when she 
visits India in April. Diplomacy is rarely 
conducted openly and to the extent that 
Mr Biffen was Mrs Thatcher’s emissary, 
it is quite likely that matters other than 
reported in the press were discussed. 
Whether this was so or not will become 
clear when Mrs Thatcher visits India. 

Meanwhile, with no immediate prospect 
of any quantum jumps in Indian exports 
to Britain and with the more-than-likely 


heavy imports of machinery, the trade 
surplus which Britain has enjoyed for the 
last two years, will continue for some 
time. This will be in direct contrast to the 
Seventies when India enjoyed a trade sur¬ 
plus in s>x out of ten years. 


Tea in Ivory Tower ?■ 


In his inaugural address to the World Tca^ 
Seminar, held in Calcutta on January^ 
12 and 13, the Union Commerce Sccre-j 
tary, Mr P.K. Kaul, stressed the need^j 
for international cooperation in order to ^ 
secure remunerative prices. But thcj. 
Indian tea industry can play its role effec-^ 
tively only if it can improve its viability^ 
and implement its development schemes^^ 
with a feeling of confidence. Reprcsen-,| 
tatives of the lea industry reiterated thci, 
severe handicaps under which they hadj^ 
to operate. They pointed out that, be-., 
cause of heavy taxation, the industry was 
unable to generate adequate resources 
and plough them back. It was stated 

te 


that the industry at present was left wilhj* 
just 30 paise in a rupee. The unhelpful 


attitude of some State Governments in 


>r 

li- 


of 


not making more land available to the. 
industry was another impediment. But*** 
Mr Kaul’s speech did not reveal what'^’ 
specific steps the Government of India ^ 
proposed to adopt in order to improve:®* 
the industry’s prospects in the short ^ 
period. 

.n<5 

The Commerce Secretary suggested that 
the industry should indicate the amount ^ 
of money that it would be able to invest ' - 
from its own resources and the sum that 
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P ivould be required from financial insti- 
l^tutions. But can the industry prepare 
P such estimates realistically with so much 

t uncertainly regarding the tax policies of 
the Central and the State Covemments ? 

I Mr Kaul disclosed that the Government 
was considering a proposal for setting 
ll up a plantation finance corporation for 
I providing funds for (he industry. Instead 

I of adopting such a leisurely approach, 
would it not be far belter if the existing 
financial institutions show a more posi- 
I tivc approach towards the problems of the 
" tea industry and, at the same lime, the 
I taxation and credit policies are suitably 
" modified to meet its requirements 7 The 
Chairman of the Tea Board, Mr B.K. 
Goswami, told the seminar that while 
there was scope for rationalisation of 
taxes, the situation was not as desperate 
as suggested by the industry. It may be 
that the latter is somewhat exaggerating 
Its problems but can it be denied that the 
tea gardens in many areas, especially in 
Darjeeling, have been facing serious diffi¬ 
culties because of persistent sickness ? 

Mr Kaul said that India’s exportable 
HU'plus had gone down steadily in recent 


R.J. Venkaieswaran writes 
from Calcutta 


years because the domestic demand had 
increased faster than the growth in pro¬ 
duction. But what has been the impact 
of the scarcity dnd high price of sugar on 
the domestic demand for tea ? At the 
meeting of Brooke Bond India 
E^hcld on December 3, 1980, the 
!!hairman, Mr C S. Samuel, observed 
Slat “the national shoiiage of sugar and 
its very high price have substantially re¬ 
duced the domestic consumption of tea”. 
Has the Tea Board examined this aspect ? 

Mr Kaul revealed that China was parti¬ 
cipating* ?:iji international discussions on 
ka and thhl these gave room for opiimism 
Piat it would offer its cooperation to 
ichieve an equilibrium between supply 
ind demand. But is the Commerce 
Ministry keeping a close watch on the 
‘rends of production and consumption 
.n China and the pattern of its export 
trade in tea ? 


The Commerce Ministry should care¬ 
fully examine the several constructive 
suggestions made at the seminar and im¬ 
plement them speedily. One wonders 
why the rcpreecnlatives of the Govern¬ 
ments of the tea producing States in India 
did not participate in the discu.ssions. 
Even the Government of West Bengal did 
not take much interest in the seminar. 
The Chairman of the Tea Board advised 
the industry against an ivory tower exis¬ 
tence. If the industry really has such 
an outlook, can the Tea Board wholly 
absolve itself of its responsibility for this 
situation ? 


West Bengal: Chaos 
in Power 


The pow'er situation in West Bengal 
which had shown some improvement in 
October and November last year has 
sharply deteriorated in recent weeks. Ex¬ 
tensive and erratic load shedding has be¬ 
come a regular feature and the daily 
shortfall in the Calcutta area has been of 
the order of 100 MW or even more. The 
agitation by a section of workers in the 
Santaldih power station is reported to 
have been the main reason for the decline 
ill power generation. The decision of the 
Slate Government to transfer some wor¬ 
kers who had been creating trouble in 
the plant seems to have caused more un¬ 
rest. As a result, not only the generation 
and distribution of power have been 
affected but, more unfortunately, the pro¬ 
gramme for commissioning new projects 
has suftered a set-back. 

Since the Left Front formed the Gov¬ 
ernment, a great deal has been done to 
improve the availability of power. But 
mainly because of the failure to check 
inter-union rivalry and enforce proper 
discipline, it has not been possible to 
achieve steady progress in this vital sec¬ 
tor. It is really surprising how even a 
small section of workers is able to create 
havoc in the working of the power plants 
and thus cause immense hardship to citi¬ 
zens as well as to other categories of 
consumers. 


Mr Jyoti Basu told the State Assembly 
on March 19, 1979, that the problems at 
Santaldih had been created by a certain 
section of workers and that their agitation 
was “totally unconnected with any trade 
union activity”. In his statement in the As¬ 
sembly on March 25, 1980, he again refer¬ 
red to this problem and pointed out that 
“from time to time sections of employees 
under the influence of some unions have 
been trying to hamper work and harass 
the officials”. However, the Chief Minis¬ 
ter did not seem to have taken a serious 
view of their agitation. In fact, he told 
the Assembly, “we have complete confi¬ 
dence in the quality of our employees, 
their work and their dedication and 1 ex¬ 
pect that they will continue to work with 
determination to provide better and more 
adequate power for improving the econo¬ 
my and conditions of living of the people 
of this State.” But the persistence of acute 
scarcity of power even in the winter 
months seems to reveal the Government’s 
inability to tackle the situation effec¬ 
tively. 


Power Cuts 

The restrictions now in force include a 
23.5 percent cut in the maximum demand 
of all HT industrial consumers except jute 
and cotton textile mills; 10 per cent cut 
in the maximum demand of jute and cot¬ 
ton mills; one weekly staggered oft’ day 
for all IJT industrial consumers excepting 
cotton textile mills; ban on all HT indus¬ 
tries from drawing power load between 
1800 and 2200 hours on any day; and 
also a ban on minor irrigation pumps and 
certain categories of medium and low 
voltage industrial consumers from draw¬ 
ing power load between 1700 hours and 
2200 hours. There seems to be little pros¬ 
pect of these restrictions being removed or 
relaxed in the near future. 

Meanwhile, the commissioning of the 
fourth unit of Santaldih power station 
has been further delayed. The failure of 
BHEL and Instrumentation Limited, 
Kota, to provide timely supply of machi¬ 
nery and components has already caused 
considerable delay, and the present agita¬ 
tion by workers at Santaldih has created 
more difficulties for the Government. 
There are other power projects at various 
stages of implementation but even if New 




belbi provides West Bengal with all the 
assistance it needs, it will not be pos¬ 
sible to complete them according to sche¬ 
dule unless the State Government restores 
harmony in industrial relations. 

AP: Great Potential, 
Greater Politicking 

A SENIOR official of the Andhra Pradesh 
Government, keen to discuss the develop¬ 
ment plans of a district, wrote to the Col¬ 
lector of the district and also to a com¬ 
mercial bank having lead-responsibility 
in the district and fixed up a meeting for 
discussion. I he main aim was to dis¬ 
cuss the modalities to transfer paper 
plans quickly to the field. When he arriv¬ 
ed at the district headquarters, as per 
programme fixed weeks ago, he had his 
first problem: His accommodation re¬ 
quested for in the travellers* bungalow 
under the charge of the municipality was 
not available. Then when he presided 
over the meeting he did not find the Col¬ 
lector and only a few officials of the 
development blocks under the district 
were present. Of course, the bank had 
deputed some of its senior officials. En¬ 
quiries revealed that three Ministers of the 
State Government were then on lour of 
the district: most of the officials had to 
be with them! 

Prior to taking over Chief Ministership 
of Andhra Pradesh, Mr Anjiah was a 
Minister at the Centre in charge of 
Labour. Perhaps his tenure dealing with 
this important portfolio should have 
given him a glimpse of the massive pro¬ 
blem of employment of the millions. The 
first and immediate way to attack this, he 
should perhaps have felt, was to provide 
for as much of employment as possible. 
The first occasion that presented to him 
itself related to the expansion of his Cabi¬ 
net. He went about this with single- 
minded devotion. 

In his Cabinet as many as 40 were given 
Cabinet rank, with another 21 designated 
Minister of State. It required naturally 
lot of ingenuity to provide for all these. 
As could be imagined, the demarcation 


of riesponsibtiity was not very clear. For 
instance, there was one Minister of Cabi¬ 
net rank to deal with major industries, 
including development of paper and 
cement; another of Cabinet rank to deal 
with commercial taxes, khadi and village 
industries; and yet another Cabinet minis¬ 
ter, to be assisted by a Minister of Slate, 
in charge of small-scale industries, hand- 
looms, textiles and sericulture develop¬ 
ment. The sugar industry was under the 
charge of yet another Cabinet Minister. 
Thus the various a.spects of industrial 
development were to be dealt with by as 
many as seven Ministers. 

But was Anjiah’s Government relative¬ 
ly more stable after this expansion? Un¬ 
fortunately, not. There was much grum¬ 
bling on the part of many senior Ministers 
who had succeeded in dethroning the 
powerful Dr Channa Reddy by persistent 
campaigns against him not long ago. 
They were unhappy that their importance 
had been diluted. They were also sore 
that Mr Anjiah should have accommo¬ 
dated all the members of the Channa 
Reddy cabinet. There were protests on 

S. Viswanathan writes 
from Madras 

the part of those legislators not chosen 
for ministership. In a situation where 
every third MLA of the ruling party is a 
Minister, there is bound to be discontent 
on the part of other two not chosen for 
this privilege. Incidentally, Mr Anjiah's 
actions did not have the PM’s approval. 
All this uncertainty is bound to affect the 
development of the State. 

Andhra Pradesh, now in its 25th year 
of formation, did not make much of a 
headway till about the mid-Seventies. 
The progress during the first four-five- 
year Plans had been modest. But since 
1974 a big push has been given to the 
planning process. There was a substantial 
step up in the outlay for the fifth five- 
year Plan; from the Rs 449 crores outlay 
of the fourth five-year Plan, the outlay 
for the fifth five-year Plan more than 
doubled to Rs 1045 crorcs. Apart from 
this, the State was also able to get subs¬ 
tantial assistance outside the Plan—from 


,, ,, . - "v" ^ 

the World Bank for about Rs 120 
to expand the canal system under the 
Nagarjunasagar Project and re-modelling 
the Godavari barrage; and another Rs 100 
crorcs from Saudi Arabia for power gen^ 
ration from Srisailam and Nagarjuna¬ 
sagar. 

Accent on Power 

The Sixtli Plan outlay for Andhra Pra¬ 
desh again marks a more than doubling 
of the outlay of the Fifth Plan—Rs 3100 
crorcs has been fixed as the Sixth Plan 
outlay. As in the past, irrigation, flood 
control and power will account for a 
major share—Rs 1601 crorcs -of the total 
outlay. The Slate is in an enviable posi¬ 
tion of having balanced mix between 
thermal and hydel generating capacity. 
The present capacity of 2300 MW is ex¬ 
pected to be expanded to 3882 MW by 
March 1985. Equally interesting will be 
the stress laid on expanding the massive 
Nagarjunasagar Project to its full poten¬ 
tial. This massive earthen dam had been 
completed over a decade ago but the 
canal systems under the command area 
could not be developed simultaneously due 
to paucity of resources. Thus of the esti¬ 
mated potential of 31 lakh acres, only 
around 19 lakh acres have benefited by 
this huge dam and the connected systems 
on which some Rs 450 crores have been 
spent so far. Presently the first two units 
each of 100 MW of the dam power house 
arc under operation. By 1984-85, an addi¬ 
tional 560 MW would be available from 
the Nagarjunasagar system. Thus the 
stress given to irrigation and power in the 
Sixth Plan would have the benefit ol 
expanding the infrastructure for agricul¬ 
ture and power largely through works in 
progress; this in turn will trigger deve¬ 
lopment all around. 

The more-than-doubling of the outlay 
is expected to help the State achieve some 
of the major objectives it has set out fot 
the Sixth Plan. These includes (1) a signi^ 
ficanl step up in the rate of growth of 
the economy; (2) progressive reduction in 
the incidence of poverty and unemploy¬ 
ment; (3) improving the quality of life of 
the people in general with special refe¬ 
rence to the economically and socially 
handicapped population, (4) progressive 
reduction in regional inequalities; and 
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(S) reduction in inequalities in income 
; ^ and wealth. 

The State is taking to industrialisation 
at a rapid pace and several large paper, 
cement and sugar units have been set up 
U in recent years. And the State has a re- 
■ ^ putation for sustained peace on the indus- 
.y trial front. If only Chief Minister Anjiah 
in* could get some respite from the problems 
Ap of sheer politicking, he can give a bigger 
gl push to the economic development of the 
^ State. In this sphere, the potential of the 
State is indeed vast. 

. 

it 

Chemical Industry’s 
S Prospects 

itb- 

Ita- 


I^sThe annual general meeting of the Indian 
!fh'Chemical Manufacturers’ Association 
i*l8(lCMA) held in Baroda earlier this month 
i^^provided an occasion for a stocktaking of 
^*the industry and assessing its prospects. 

The chemical industry was originally 
based on coal tar based aromatics and 
lualcohol from molasses. It was only to- 
wards the late sixties that two petroche- 
mical plants based on naphtha were set 
. up. The most important event however 
Was the setting up of a large petrochemi- 
. sal complex in Baroda in 1978. Thus 
—luring the past one decade, the organic 
^hemical industry has basically changed 
tar derivatives to na- 


^^om alcohol/coal 


j^^>htha as the main feedstock. However 
^timistic projections made by experts 
wre upset by the oil crisis. But a silver 
ing was provided by the fortunate loca- 
ofoil and natural gas in the western 
igion. 

The Bombay High oil and gas thus 
present excellent opportunities for expand- 
production of fertilisers, plastics, man- 
Hai?***® fibres. Bes des, plans have been 
^Qted for a gas ba.sed cracker each at 
. tojarat and Maharashtra apart from a 
?^^uphtha cracker at Haldia. But as Mr 
f^lAlyan Sen, President of ICMA pointed 
‘ a jUtii clearances of these projects are 
waited at different levels and therefore 
j^.^icre has not been much progress. In the 
^^jScantime costs of these projects are going 
1’^ It is clear that unless speedy action 
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is taken on the various projects envisaged 
we may miss the opportunities of ushering 
in the petrochemical revolution that has 
been envisaged. 

In the context of production of petro¬ 
chemicals from natural gas, Mr Kalyan 
Sen said: a new idea has recently emerg¬ 
ed. It is the possible cracking of natural 
gas for production of acetylene whereby 
the off-gas that is co-produced is suitable 
for manufacture of methanol. Successful 
implementation of this route will open 
up new horizons before the acetylene bas¬ 
ed items and it will also be possible to 
produce methanol and methanol derived 
products at economical rates. I'he techno¬ 
commercial evaluation of this process 
should be conducted early so that the 
feasibility of this process for use on the 
gas located at Gujarat or Maharashtra 
can be evaluated. 

It is estimated that the invc.stmcnt 
in chemical industry reached nearly 
Rs 4000 crores in 1979-80 and the current 
value output of the industry is of the 
order of Rs 6000 crores. Still the chemi¬ 
cal industry in India is tiny as compared 
to the world leaders in this field as the 


T.T. Vijayaraghavan writes 
from Bombay 


current sales of chemicals in the USA is 
$148,000 million, in West Germany DM 
102,354 million, in France F. 140,000 
million, in the UK £16,760 million and in 
Japan Yen 15,702 million. We have 
therefore, to go a long way before wc are 
recognised as an important chemicals 
producing country. 

The chemical industry recorded double 
digit growth rates in the 60*s and higher 
growth rate than other sectors of the 
economy in the 70’s. During 1979-80 the 
chemical industry, however, recorded a 
negative growth rate. The decline of the 
growth in 1979-80 was 1.2 per cent 
as compared to the previous year. In 
the past the industry has never recorded 
a negative growth. A number of factors, 
Mr Kalyan Sen said, have contributed to 
this dismal situation. The important 
ones arc non-availability of power, coal, 


railway wagons and imports of the items 
which could be made in the country and 
for which indigenous capacity exists. The 
Indian chemical market has often been 
Hooded with imported goods like dyestuffs, 
plastics at unthinkable prices resulting 
in the closure of indigenous plants and 
the damage is reflected in the fall in the 
production index. He, therefore, sug¬ 
gested that production in the chemical 
industry should be encouraged by making 
available power, wagons and simulta¬ 
neously steps should be taken for obviat¬ 
ing the imports of the items which can 
be manufactured in the country by help¬ 
ing the indigenous capacity to be utilis¬ 
ed. 


Tariff Protection 

This does not mean that there should 
be a total ban on the imports of the items 
so that shortages develop. But when 
the raw materials available to us are mudh 
higher priced as compared to the inter¬ 
national price, it is necessary that tariff 
protection be provided to the indigenous 
industry so that import of the items 
mainly on commercial considerations does 
not take place at the cost of indigenous 
industry. Unless some immediate mea¬ 
sures are taken, it may not be possible for 
us to again witness the high growth rates 
as in the previous years. 

There is also another aspect that needs 
attention. The known coal reserves in 
India are 85,000 million tonnes and pre¬ 
sent production of coal is of the order 
of 100 million tonnes per year. It is ex¬ 
pected that a production of 350 million 
tonnes maybe reached by 1990-91. There 
is, therefore, tremendous scope for deve¬ 
lopment of coal-based chemical industry 
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particularly in view of the recent techno- 
, logical developments that have taken 
place in some of the advanced countries. 

Dr Andrew Stratton, a well-known ex¬ 
pert from the UK has recently described 
how it is possible to produce ethylene and 
gasoline as co-products from methanol 
which is in turn obtained from coal or 
natural gas. This development is of 
paramount importance as this will enable 
us to produce the petrochemical building 
blocks from coal through methanol and 
holds tremendous potential for India 
^ which has large coal reserves. Here is a 
held with considerable potential and it is 
better we exploit the opportunity here. 

Yet another aspect pertains to the use of 
alcohol as a raw material for manufac¬ 
ture of various chemicals including some 
commonly known petrochemicals. This 
has gained importance in view of the in¬ 
crease in the price of naphtha. A re¬ 
orientation of the policies for production, 
price and availability of alcohol is, there¬ 
fore, necessary so that the availability of 
alcohol can be enhanced and the item can 
be put to the best possible usages. Recently, 
alcohal-based industries were facing closure 
for want of alcohol. The ban imposed on 
exports of alcohol is expected to help the 
industry. However, many important, re¬ 
commendations made by the committees 
appointed by the Government for deve¬ 
lopment of alcohol and alcohol-based in¬ 
dustries have not been implemented. They 
have to be taken up in right earnest. It 
is also necessary to make efficient use of 
molasses since wc cannot afford any was¬ 
tage of this vital raw material, in the 
context of newer technologies that have 
\ been developed, direct conversion of 
molasses to organic chemicals should also 
be considered and encouraged. 

Mr Madhavsinh Solanki, Chief Minister 
of Gujarat, pleaded for a specialised ap¬ 
proach to the problems and prospects of 
this industry. The most important ele¬ 
ment in his view which can give a boost 
to the rate of growth of chemical industry 
is the adoption of an appropriate techno¬ 
logy. In the field of chemical technology, 
India faces enormous disadvantages as 
compared to the advanced industrial so¬ 
cieties. Tremendous costs are involved 
in research and development. In such a 
situation, the prime need is to borrow the 
latest technology and to launch a massive 



' 1 . 


r --- 

Of Tractors, Employment 
and Productivity 




There have been over 164 studies 
during the past decade on the impact 
of tractors on employment and pro¬ 
ductivity and most have concluded 
I that the results are positive. The 
I latest study conducted by the Natio¬ 
nal Council of Applied Economic 
Research is the most extensive ever 
conducted and its findings should end 
I this purely ideological controversy. 

! The main findings are : 

1. On a per hectare basis farm 
employment increased from 104.8 
man days on bullock farms to 110.5 
man days on tractor farms with a 
decline in family labour (mainly as a 
result of reduction in child labour and 
female labour) but with a huge in¬ 
crease of 35 per cent in hired labour 
which rose from 66.5 to 89.2 man 
days per hectare. 

2. The employment in different 
farm operations shows that tractors 
cause reduction of employment only 
in the area of ploughing but that 
there are large compensatory increases 
in other areas of fertilising, sowing, 
inter-culture harvesting etc, to handle 
the larger crops. 

3. Tractors also contribute to "non- 
farm" employment in repairs, service^ 
fuels, etc, which are estimated at 22.2 
man days per tractor in addition to 
the employment for the manufacture 
of tractors and implements. 

4. Tractor owners have higher 
yields of 72 per cent.in jowar, 20 per 


cent in sugarcane 20 per cent in 
paddy, 19 per cent in wheat, 14 per 
cent in bajra, 13 per cent in grams, 

7 per cent in cotton and 13 per cent 
in other crops, although there are 
variations on State to State basis. 

5. Tractors contribute to change 
in cropping patterns enabling tractor 
owners to switch to more profitable 
crops which increase the value of farm 
produce by 63 per cent on an average. 

6. Average of different States 
indicates that the gross income per 
hectare from crops increases from 
Rs 2430 on bullock farms to Rs 4593 
(85 %) on tractor farms. 

7. Analysis of the operational 
costs of tractors and bullocks inebtd- 
ing all fixed and variable costs indi¬ 
cates that cost of a tractor is Rs 485 
per cropped hectare as compared to 
bullock which costs Rs 846 per crop¬ 
ped hectare. 

8. On an average, tractor owners 
earn 3.8 times more than bullock 
farms. 

9. About 31 per cent of the trac¬ 
tor use is on farmers" own land and 
69 per cent is for use in custom-hiring 
(of which 81 per cent is used for the ' 
ploughing of the lands of small far¬ 
mers below 4 hectares). 

10. Although only 5.4per cent of 
the 21,162 households contacted own 
tractors, there were only 26.1 per cent 
pure bullock farms and 68.5 per cent 
of the farmers were hiring tractors. 


national effort to innovate and adapt these 
processes to suit Indian conditions.. Selec¬ 
tion of the appropriate process could 
often mean adapting the latest and 
most sophisticated technology available in 
the world. These have to be brought to 
India and a concerted effort undertaken 
by Government, industry and the national 
laboratories to adapt and develop them 
further. In this way we can ensure the 


healthy growth of the chemical industry 
which we have nurtured so carefully 
during the last two decades. The drawing 
up of a national plan for the development 
of an appropriate technology for the che¬ 
mical industry is, therefore, imperative. 
The criteria should be higher productivity, 
larger turnover and products of better 
quality which is crucial in the chemi¬ 
cal field. 
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Window on the World 

Move for an 

“Economic Emergency ” 


PrfsidenT'Ronai d Reagan, it seems, was 
getting ready for some dramatic moves 
immediately after his inauguration. The 
soaring interest rates, the sinking economy, 

' the stubborn doudle-digit inflation, the 
high unemployment, and the mu’tiplying 
distress signals from such key industries 
as auto, steel, and housing—this grim 
convergence of trends and events does 
not augur well for the ince ming adminis¬ 
tration and leaves it with little room for 
manocuvering. There is also some sensi¬ 
tiveness about what might be branded as 
a “Reagan recession” that now seems 
clearly in the making. The last thing the 
; GOP wants is to be saddled with such a 
damaging political liability. 

Senator Bob Dole, a Republican from 
Kansas, who will soon head the 
powerful Finance Committee, at lirst took 
rather strong exception to Mr Reagan’s 
tax-cut proposals which he called ‘‘infla¬ 
tionary” and wanted to scale them down 
until the budget w^as first placed in better 
balance. But more recently he has per- 
ceplibly shifted his emphasis. Apparently 
I he realises that budget balancing is out of 
the question in the present economic 
climate. During a televised interview 
; (December 7), Senator Dole strongly 
argued the case for an Fconomic Emer¬ 
gency. Fie also made it clear that he was 
going to speak to the President and urge 
* him to declare an emergency as a prelude 
to launching his economic programme. 

Senator Dole’s conversion was no hap¬ 
penstance. It was, without doubt, a direct 
/ result of the vigorous campaign cenducted 
' by two of Mr Reagan’s closest advisers— 
•Representative David A. Stockman of 
Minnesota and Rcprc:^cntative Jack F. 

",Kemp of upstate New York. Both are 
vyoung (Mr Kemp is 45, Mr Stockman 34) 
Unconventional, ardent advocates of “sup¬ 
ply-side economics”. For some time “a 


battle for Mr Reagan’s mind” had been 
raging among his advisers, comprising 
academicians, industrialists, bankers and 
public leaders, whose vicw.s were—and 
still are—at odds even on major issues. 
In a clinching attempt to win this ^‘battle” 
Congressmen Stockman and Kemp drew 
up a 23-page document for the President 
spelling out lucidly and vividly the 
policies they had been advocating for 
months. Written in an impassioned style 
and studded with warning signals, it was 
characteristically captioned; “Avoiding 
a GOP Economic Dunkirk.” Jt puts up 
a powerful plea that Mr Reagan should 
swiftly undertake a series of emergency 
actions, similar to those launched by 
President Franklin D. Roosevelt under 
his New Deal programme in 1933. Ac¬ 
cordingly, they urge that the President 
Should request the Congress to organise 
quickly and “clear the desks for exclusive 
action during the next 100 days on an 
Emergency Economic Stabilization and 
Recovery Programme that he would soon 
announce.” 

The Prescription 

Among the views stressed in the paper 
are the following : 

•President Reagan inherits “thoro¬ 
ughly disordered credit and capital mar¬ 
kets, punishingly high interest rates, and 
a hair-trigger market psychology poised 
to respond strongly to early economic 
policy signals in either favourable or un¬ 
favourable ways.” 

•A worsening “creditcrunch”, stemming 
from a severe tightening of money with 
rising interest rates, will cause further 
deterioration in long-term capita] markets 
and a renewed slowdown in consumer 
spending with “intensiQed uncertainty 
throughout financial markets.” 

•The national output will sta^te or 
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decline in the first half of 1981, and will 
thereby generate “staggering political and^ 
policy changes.” The authors predict a 
dire budget outlook, intensified pressures 
for protection against auto imports, costly 
“bailouts” of the housing industry, rising 
outlays to support a swelling number of 
jobless workers. 

•Even without the further tax cuts they 
propose, there will be rising Government 
spending, deeper budget deficits (350 bil¬ 
lion to $60 billion for the 1981 fiscal 
year), and a “hemorrhage” of Federal 
credit. Because of growing loan and loan 
guarantee programmes. Federal credit^ 
agencies will pre-empt $100 billion in 
available funds over and above the Trea¬ 
sury’s borowings to finance the official 
deficit. These factors, taken together, are 
generating market expectations of “a 
chronic and severe Reagan inflation.” 

•The shocks to commodity and oil prices 
resulting from Iraq-lran war and rapid 
drawdown of world oil stocks will send 
world oil prices to $50 a barrel in the first 
six months of 1981 unless the Middle 
East war ends soon. 

i 

•An “unprecedented” scaling up of 
regulatory burdens, they assert, are about 
to strike America’s industrial economy 
“with near-gale force,” pre-empting bil¬ 
lions in investment capita], driving up 
costs, and leaving companies in “an in¬ 
credible morass of new controls and com¬ 
pliance procedures.” 

These developments, the Stockman- 
Kemp paper warns, must be dealt with 
promptly and forthrightly. Otherwise the 
Republicans could suffer an erosion of 
momentum, unity and public confidence. 
The authors want crude oil price controls, 
refiner entitlements, gasoline allocations 
and product price controls to he comple- 
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Global Price Trend of Copper 

Copper prices are unlikely to rise much above their present levels 
in 1981 because of weak demand and high production levels. World 
demand for copper is expected to be relatively flat this year as high 
interest rates and economic recession dampen auto sales and housing 
construction in the United States. European and Japanese demand will 
be similarly weak^ owing to slowd owns in industrial output and overall 
economic growth^ Although world copper demand is only expected to 
grow by between zero and I per cent in 1981^ production appears likely 
to rise by more than 5 per cent. As a result^ inventories will be built 
up in 1981—for the first time since 1977 to an estimated level of 1.4 
million metric tons^ 29 per cent higher than in 1980, but still below the 
1977 level of 2 million tons. With copper prices now roughly equivalent 
to the variable cost of production, approximately 80 cents per pound, 
and the anticipation of a build-up in producer inventories, prices are 
expected to remain about where they are now for much of 1981. 


tdy ended by February 1. Else, “there is 
a high probability of gasoline lines and 

^ general petroleum market disorder by 
early spring.*' That would touch off dis¬ 
putes in Congress over emergency measu¬ 
res, cost the Administration its initiative 
on energy policy and leave it **engu1fed 
is defensive battles.*' 

Similarly, a failure to spur early econo¬ 
mic expansion would quickly destroy the 
Republican consensus on economic policy. 
There is also the potential for grave dan¬ 
ger in the monetary field. If the Federal 
Reserve chooses to accommodate the com¬ 
modity-price and credit demand shocks, 
as it apparently has done in the past, it 
would lose the last semblance of credibi¬ 
lity in the policy of restraint its Chair¬ 
man Paul Voicker initiated in October 
1979. In that case, it would be subjected 
to.enormous internal strife and external 
pressure, thereoy setting the stage for 
* full-scale financial panic and unprece¬ 
dented global monetary turbulence.” 

Economic Dunkirk 

The looming economic Dunkirk can be 
forestalled only with an emergency pro¬ 
gramme for stabilisation and recovery, 
which, to be really effective, should con¬ 
sist of five major components, viz : 

•“Supply side tax components,” which 
would include at least the first two an¬ 
nual instalments of Kenip-Roth (i.c. 10%) 
tax cut each year, a top income tax rate 
of 50 per cent (reduced from 70%), more 
cuts in capital gains taxes, and a substan¬ 
tial liberalisation of corporate tax depre¬ 
ciation. 

^ •Fiscal stabilisation through measures 
aimed at a two-fold objective—to hold 
Federal outlays to about S635 billion in 
the 1981 fiscal year (now threatening to 
rise to 8660 billion, perhaps even higher), 
and cutbacks in budget entitlements and 
budget authority for FY 1982, and be¬ 
yond. 

•Regulatory “ventilation”, which will 
include, first, a series of unilateral ad¬ 
ministrative actions to defer, revise or 
rescind existing and pending regulations 
where clear legal authority already exists; 
and, second, a one-ycar moratorium on 
new rule-making by the Government, for 
wfaidi it might be necessary to seek autho¬ 



rity through an omnibus “suspense bill” 
during the 100-day session. 

•A contingency energy package to be 
readied before what is called the “prob¬ 
able 1981 oil shock” hits the nation. The 
first imperative is to take the preemptive 
step of dismantling all remaining 
petroleum product controls and 
allocations. In addition, a planning team 
should put together a package of emer¬ 
gency steps to increase short-run domestic 
energy production and utilisation, which 
could be implemented if the world market 
pinch becomes severe. 

•And, finally, a monetary accord between 
the Reagan administration and the Fede¬ 
ral Reserve Board under which the Fed 
will concentrate its efforts to bring “the 
growth of Federal Reserve credit and 
bank reserves to a prudent rate and stabi¬ 
lisation of the international and domestic 
purchasing power of the dollar.” 

The Stockman-Kemp report, which has 
been extensively excerpted in leading news¬ 
papers, has attracted nation-wide atten¬ 
tion, and reportedly it has already receiv¬ 
ed de facto blessings in general terms from 
the President, and also from most of 
his advisers, though with implicit reser¬ 
vations of varying degrees. Even if it is 
not accepted in toto as a blueprint for 
action, it is clearly destined to play a 
major role. For, the incoming adminis¬ 
tration seems definitely inclined to follow 
the main course it has chalked out. 


This presumption is reinforced by the 
economic team Mr Reagan has chosen 
for his Cabinet. The top economic job— 
that of the Treasury vSecretary—goes to 
Donald T. Regan, Chairman of Merrill 
Lynch, the world's No 1 brokerage firm. 
The sclcclicn of such a hardheaded, down- 
to-eaith, highly successful businessman is 
intended to reassure the national and 
financial community that there will be no 
room for harebrained concepts or starry- 
eyed policies with such a man at the 
helm of economic affairs. Mr Regan 
has already declared his commitment to 
the primary objectives of the Reagan ad¬ 
ministration-tax cut, spending cut, 
higher defence expenditure, and a balan¬ 
ced budget. 

Mr Casper W. Weinberger is expected to 
play a significant role as the new Defence 
Secretary. A long time Rcaganite and 
seasoned in both business and Govern¬ 
ment, he brings with him a formidable 
reputation as a sworn enemy of waste and 
a cold-blooded budget-cut ter, that earned 
him the nickname “Cap the Knife.** His 
immediate concern will no doubt be to 
cut out fat from the SI 60-billion defence 
budget and to add more muscle to it, 
thereby putting more bang into each buck. 
Beyond that, he is likely to have a major 
say in overall budget-cutting and budget¬ 
balancing. 

Perhaps even more significant is the 
appointment of Rep. David Stockman as 


361 


lANUARY 30, 1981 




j:>irectoF of the Office of Management and 
^Budget. At 34, he is the youngest mem¬ 
ber of the Reagan Cabinet, and as 0MB 
/Pirector he is now busy working on the 
first two components—supply side tax cuts 
and fiscal stabilisation'-of the Emergency 
Programme he has advocated jointly with 
his House colleague Rep. Jack Kemp. 

, Meanwhile, Mr Kemp has been elected 
.Chairman of the House Republican Con¬ 
ference, the third most important position 
in the lower chamber, from where he will 
be able to help determine the legislative 
priorities and shape the economic legisla¬ 
tion. With a Republican majority in the 
Senate and Mr Bob Dole as Chairman of 
tile Senate Finance Committee, the Reagan 
administration will be well positioned to 
push its emergency programme through 
Congress if it so chooses. 

Love for Drama 

How far and how fast President Reagan 
^ will go in applying the radical prescription 
of Stockman-Kcmp remains to be seen. 
It is a good bet, however, that he would 
be more than willing to stage a 100-day 
drama essentially on the same lines. As 
i a one-time movie-actor, he still evinces an 
^ ingrained love for drama. The economic 
. malaise is grave; it is crying out for bold 
t action on a broad front. And how effec¬ 
tively, and successfully, he tackles it will 
' determine his political future as well as 
i, his place in history. In accepting the 
/Republican presidential namination and 
‘.also during the fall campaign he evoked- 
i; the memories of Frai.klin Delano Roosc- 
^ velt. This may not be Just an empty, 
t vote-catching device, as cynics have assu- 
fmed, and could instead be the evidence of 
‘ a lingering attachment to FDR whom he 
I once hero-worshipped and actively follow- 
, cd as a loyal New Deal Democrat. 

Last summer The New York Times 
Wrote a sceptical and mildly sarcastic 
leader on “Franklin Delano Reagan.” This 
: may turn out to be unwittingly prescient. 

: Mr Ronald Reagan may very well prove 
himself an FDR-style ac.ivist Pre.sident 
i^with a hectic agenda compressed within 
Jh s first 100 days, albeit with quite d ffe- 
i rent goals—not to fight a Great Depres- 
but to subdue soaring inflation, to 
Itevitalise key industries like steel and 
||iutos, to put the dollas back on the pede- 
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stal as a credible international currency; 
and. in the global arena, not to win a war 
against Hitler, but to contain what he 
regards as the global menace of Soviet 
expansionism. The curtain has gone up 
on what portends to be an exciting play 
replete with action, suspense, tension, 
maybe also crisis and angst. 


Savings and Debts of 
Japanese Households 


The Japanese people are extraordinary 
savers and their inclination to save has 
been rising in recent years. Total 
savings held by the average household, 
in the form of bank deposits, insurance 
and stocks, reached Y4.82 million 
(»22,600) this year, a Y450,000 (S2,110) 
increase over 1979. Moreover, total 
household savings are now 1.27 times 
greater than the average household's 
annual disposable income of Y3.S1 mil¬ 
lion (S17,900), compared to 1.15 in 
1974. 

In fact, the Japanese, who put 20 per 
cent of their disposable income into 
savings each year, rank first among 
the savers of all industrial countries. 
The least enthusiastic savers, Americans, 
set aside only five per cent of their earn¬ 
ings for savings. 

More Japanese say they save for “de¬ 
fensive” reasons than for ‘‘offensive” 
reasons. The Bank of Japan's annual 
survey on the nation's saving patterns 
found such defensive reasons included 
provision against «erioiis disease and 
accidents <36% of households), provision 
for post-retirement life (11%), and the 
desire to feel secure (6%). Offensive 
reasons, on the other hand, included pro¬ 
vision for education and marriage of 
children (18%), and for purchase or repair 
of housing (15%). 

Savings analysts af the Bank of Japan 
believe the Japanese will continue to save 
energetically both because of the pressures 
of inflation, which trigger a defensive 
response, and because of the widespread 
desire to invest in homes and real estate. 

In spite of this high level of savings, 
the per cent of Japanese households in 
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debt is on the increase, having risen 
from 32.6 per cent in 1976 to 40 per cent 
in 1980. Moreover, the average debt of 
each of those households has also gone 
up during those years, from Y2.1 million 
(S9,8()0) per household in 1976 to Y4.1 
million (319,000) in 1980, 

And indebtedness is likely to grow even 
more in the future, particularly in the light 
of people’s desire to purchase their own 
homes or make major home repairs. 
The Bank of Japan's pollsters found that 
55 per cent of all households plan to 
acquire new houses in the nol-to-distant ‘ 
future. Those prospective home buyers 
estimate that it would take Y18.6 million 
(387,000) to purchase a house at current 
prices. I'hcy also say they hope to 
iinaiicc 53 per cent of the purchase price. 
Many indicated concern, though, that the 
cost of new housing is shooting up at a 
faster rate than either household income 
or savings. 


German Banks to Cut ^ 
Foreign Credit 


German ranks say that they will “volun¬ 
tarily” discontinue credits to foreign bor¬ 
rowers—a questionable move in an eco¬ 
nomically and politically serious situation. 

Jt was all done inconspicuously and is 
intended as a short-term measure. On 
the surface, the move is quite legitimate, 
and so it is not surprising that there have 
been virtually no protests. 

Until the coming spring German bank.s i 
will abstain from giving long-term credits 
to foreign borrowers although—due to the 
ridiculously high interest rates in the 
United States—this would earn them 
more money than at home. They have 
thus shown that they realise that in view 
of severe balance of payments deficit. West 
Germany can ill afford to transfer more 
capital abroad than comes in. The banks 
have volunteered to do this knowing thfct 
the Bonn Government would otherwise 
have had to use its big stick in the form 
of regulations. Still, the vaunted‘‘market 
economy spirit”—which has served that 
country well for three decades -has been 
Violated. Of course, it could have come 



worse. The Government could, for inst^ 
ance, have imposed currency restrictions 
on German vacationers. At least there 
has been some talk of such a move. But 
even a restriction of the free flow of capi¬ 
tal has its pitfalls inasmuch us it could 
lead to further controls. So the question 
is, was this latest move really necessary ? 
It was not. In fact, the decision is at 
best, only plausible. Enormously in¬ 
creased oil bill forces West Germany to 
pay more money to foreign countries than 
receives from thtm. The dilfeicncf in 
it 1980 amounted to about DM28 million. 

Paying the Bill 

There are three ways of paying this bill: 
borrow the money trim foreign 
lenders who would be qiiiu* happy to 
invest in Germany, which is what it did 
in 1979; or use the Bundesbank’s foreign 
exchange reserves as it did in 1980 because 
investors preferred to take their money 
to the United .States, 'fhe third pos¬ 
sibility is considered particularly distaste¬ 
ful, but one can still visualise it, the 
Germany neither borrow the money 
for the oil bill nor do dip into its 
reserves—instead take it out of citizens* 
pockets. This would mean no longer 
supporting the deutschernark and discon¬ 
tinuing the channeling of the flow of capi¬ 
tal. The deutschcmaik would depreciate 
somewhat more quickly than now 
perhaps even against the currencies of its 
European neighbours w'ho arc part of the 
European Monetary System. If this hap¬ 
pened German imports would become 
more expensive and it would of necessity 
have to consume less. It is possible that the 
trade unions would try to offset such price 
increases by demanding higher wages. 

If they succeeded—which is unlikely 
—this would lead to the vicious circle of 
ever-growing inflation rates and hence 
higher wage demands and progressive 
depreciation of the deutschernark. 

The Bundesbank is afraid that this 
might happen—and rightly so because it 
is hard to convince people and organi¬ 
sations of the necessity of a reduced in¬ 
come in real terms. The public has be¬ 
come so Used to rising incomes that it 
now takes this to be a law of nature. But 
developments could also take another 
course; Germans could all realise that the 


transfer of incomes in real terms to the 
OPEC countries is irreversible, and they 
could opt to swallow the bitter pill as 
quickly as possible. This would mean that 
"-with utiprecc dented modesty—Germans 
would henceforth try to regain their 1980 
affluence by saving energy, stepping up 
exports and cutting down on consumption, 
sustaining this until 1985. The prospects 
of such a regained affluence are not bad 
because the German economy is still in 
many ways ahead of those in the neigh¬ 
bouring countries, 

GranteJ, it will be hard to convince 
the public of this. But at some point it 
will have to come to grips with the fads 
of life. Until this happens Germany is 
trying to bridge the gap by regulating the 
flow of capital and other delaying tactics. 
But this is a waste of time. 

Courtesy : Die /cit 


ADB Loan for 
Bangladesh Gas 


iNCREASho lnlrcjY Supplies for regional 
industrial development as well as subs¬ 
tantial foreign exchange savings and in¬ 
direct employment opportunities are some 
of the main benefits expected fiom a 
Natural Gas Development Project in 
Bangladesh which is being supported by 
a S31 million loan from the Asian Deve¬ 
lopment Bank 

The loan, approved now is from the 
Asian Development Fund and will cover 
the entire foreign exchage cost of the 
$45.9 million project. The loan has a 
repayment period of 40 years, including 
a 10 year grace period, and carries a 
service charge of one per cent per annum. 

The main objective of the project is to 
increase and stabilise gas production by 
drilling additional wells and repairing 
several currently producing wells at the 
Titas and Sylhet gas fields (in cast and 
northeast Bangladesh) to meet existing 
projected demand. 

Pftrt A (Titas component) of the pro¬ 
ject consists of drilling three new gas 
wells; insltalling gas processing facilities 
for new wells; repairing two gas wells; 
providing consultant servii;e$; and pro¬ 
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viding overseas training for local staff. 

Part B (Sylhet component) consists ol 
repairing two existing wells; rehabilitat¬ 
ing gas processing facilities; constructini 
a 40 km six-inch diameter pipeline fropr 
Sylhet to Chhaiak: providing consultail 
service, and providing overseas traininj 
for local staff. 

The project will increase gas prodtic 
tion by 105 million cubic feel per da^ 
(MMCT D) and stabilise the existing capa 
city of two gas fields at 160 MMCFD. 

In the Sylhet and dihatak service area 
the project will, at completion, guaran 
tee the continuing operations 0 
three major industries (cement, pujf 
and paper and fertilizer), and domcstl* 
and commercial gas services will be ex 
panded to serve .in additional 275,(X> 
people by 1985. In lire Titas servic 
area, additional gas pioduclion will inec 
anticipated incremental demand from pro 
posed power and urea fertilizer plan! 
and other medium and small-scale in 
dustrial demand and will enable an ad 
ditional 400.000 people in the Greatc 
Dacca area to be served w'ith natural ga 
by J985. 

The additional gas produced from tb 
project will also help the country reduc 
its dependence on imported energy re 
sources. On the basis of present c.i. 
values coal and furnace oil (S52/ton an 
$170/ton, respectively) substitution < 
imported coal or furnace oil will amoui 
to about $116 million and $J93 millic 
per annum respectively, after the proje< 
is completed. 

The project is also expected to genera 
and maintain a substantial number of ii 
direct employment opportunities in sue 
industries as power, fertilizer, cemen 
paper and pulp plants which depend c* 
tircly on natural gas provided by tl 
project for their fuel and feedstoi 
requirements. 

The executing agency for Part A 
the project, which is expected to be cor 
pleted by .lunc 1984, will be the Bangl 
desh Gas Fields Company Limited. T 
Executing Agency for Part B, which 
expected to be completed by DecciXtl; 
1983, will be the Bangladesh Oil and G 
Corporation (Pelrobangla) until Bang) 
desh Petroleum Limited is incorporated 
legal entity. 
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Jpoint of View 

^Evaluation of 

Shanti Sarup & R.K. Pandey 


Untapped 

Yield Potential of Rice 


According to a study by the authors who are associated with the 
V ;/ Indian Agricultural Statistics Research Institute, New Delhi, there is 
need for evolving new high-yielding varieties of seeds which could 
%% meet the location specific requirements and ensure good harvests. 
Institutional efforts are required for optimal utilisatioit of irrigation 
water and provision of appropriate drainage. The authors advise micro- 
f ^ level studies to investigate the constraints to the improvement of 
; ^ productivity of rice crop in low productivity areas. 


IS the staple food of the largest seg¬ 
ment of Indian population and const!- 
Wtes the largest single item of agricuh 
' ^ural activity. It contributes about 40 
V Jj^r cent of the country’s cereal produc- 
%on. Keeping in view its economic im- 
^l^rtance, this crop has received the 
lltmost attention of researchers, policy- 
Wkers and cultivators. New vistas of 
' Vice development were opened up with 
\he evolution and popularisation of new 
Mhigh-yiclding varieties of seeds during 
the mid-sixties. The introduction of 
Mew secd> ushered in a new era of pro- 
jpess and development in the technology 
‘*)f rice production. The output of the 
crop has more than doubled since 
; « 949 - 52 . 


It is noteworthy that the production of 
f rice, along with that of wheat, has risen 
lister as compared to any other crop 
^lirgely due to productivity improvement 
'achieved as a result of improved 
crop management triggered by the 
(release of fertilizer-responsive varie¬ 
ties. To popularize the available groduc- 
don technology among farmers ‘'^tiickly, 
I nation-wide programme of national 
(^monstaralion was initiated by the 
I itidian Council of Agricultural Research 
M 1968 with the main objective of 
/Semonstrating the potentials of the 
||fiw agricultural technology on farmers’ 
|,^;jleids. The results of these demons- 
]|Wtions clearly indicated that the 
jl^jeld potential for rice is quite high in all 
States as compared to the average 
'4fcld obtained on farmers’ ficld«. The 
;^|ISbrence between the potential and actu- 
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al yield is wide and is caused by numer¬ 
ous factors, e.g. technological, biological 
socio-economic, institutional etc. The 
knowledge of the existing gap and factors 
responsible for it will be of immense use 
to the planners, researchers and cultiva¬ 
tors. Therefore, the main aim of this 
paper is to quantify the existing gap bet¬ 
ween the potential yield of rice and the 
average yield obtained on farmers’ fields 
during the recent years. With a view to 
realising the full potential yield, this 
article also examines the causes for non- 
realization of the potential yield in the 
different States. 

Three kinds of gaps, for accounting 
the difference between actual farmers’ 
yield and the maximum yield possible on 
theoretical considerations, have been pro¬ 
posed. Gap 1 is the gap between the yield 
possible on theoretical considerations 
and the best yield so far achieved on 
experimental research stations. Gap II 
is denoted as a research-cum-management 
gap and is the gap between the best yield 
obtained on a research farm and the 
potential farm yield as obtained by a 
good farmer or in a national demonstra¬ 
tion. The gap between the maximum 
potential yields in the farms environment 
and actual farm yield (or state average) 
is termed as gap III, This gap mostly 
arises because farmers use inputs or 
practices other than optimal resulting in 
lower yields. In their study, gap III as 
defined above and existing on rice farms 
at the macro level is evaluated. 

The potential yield for each State is 
derived by utilising the results of the 
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national demonstration trials during the 
period 1974-75 to 1977-78. The infor¬ 
mation on the actual productivity of the 
crop for each State during the above 
period is obtained from the publications 
of the Directorate of Economics and 
Statistics, Ministry of Agriculture. The 
difference between the two values of 
yield rates measures the yield [zap. 


Precise Estimates 


As agriculture is subject to annual 
fluctuations, the averages of four-year re¬ 
sults have been used to obtain more precise 
estimates of the potential and existing 
yield gap. Moreover, during this period 
considerable progress has been made in 
the development of modern production 
technology suited to many rice-growing 
areas in the country. To estimate the 
untapped yield potential, index of yield 
gap, which is defined as the percentage of 
yield potcniiai unrealised for each State 
and on all-India basis, is then obtained 
as follows : 


where 


and 


*(yg) 

^(yg) 

*^(fy) 


^(fy)—^(fy ) 
P(fy) 


xlOO 


« Index of yield gap 


= Potential yield rate achi¬ 
eved under national de¬ 
monstration trials in a 
State 


A(fy) » Average productivity of 
the crop in a States 
I(pr)= 100— I(yg) where I(pr)« 
Index of potential redi- 
sation 


Multiple regression technique has been 
used to study the factors responsible for 
the existing yield gap by taking index of 
potential realisation as the dependent 
variable. The explanatory variables in¬ 
cluded in the analysis are percentage area 
under HYV of rice, percentage gross ir¬ 
rigated area of total area under a crop. 
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aiid total nutrient application per gross 
cropped area (in kg/ha). The model 
used for the analysis is as follows : 

Y - f(X„X2.X3,e) 
where Y — Index of potential reali¬ 
sation. 

X, = Percentage gross area 
under HYV of rice 

X 2 « Percentage gross area 
under irrigation 

X, Total nutrients per gross 
cropped area in (kg/ha) 
c = error term. 

The States have been taken as the unit 
of observation. The data for the explana¬ 
tory variables have been obtained from 
the various issues of Fertilizer Statistics 
and other published reports of the States. 
As data on the use of total nutrients 
for various crops was not available 
^rop-wise, the nutrients application per 
gross cropped area (kg/ha) is utilised, as¬ 
suming that the fertilizer was applied to 
all the areas uniformly. 

Major Producers 

Rice is grown in almost all the States 
of India but the major producing States 
arc West Bengal, Tamil Nadu, Andhra 
Pradesh, Bihar, Uttar Pradesh, Orissa 
and Madhya Pradesh. Each of these 
States produces annually more than three 
million tonnes of rice and together ac¬ 
count for 75 per cent of the rice output 
and about 80 per cent of the area under 
this crop in the country. The States of 
Assam, Karnataka, Kerala and Maha¬ 
rashtra along with the newly emerging 
important rice> producing State of Punjab, 
constitute the other important set of rice- 
producing States and each produces more 
than one million tonnes. These States 
account for 20 per cent of rice produc¬ 
tion covering above 15 percent of the 
area. Table I presents the average yield 
potential of rice which could be obtained 
by farmers on their fields if proper agri¬ 
cultural technology is followed. This 
table also presents the indices of potential 
realisation and yield gap existing in each 
of the rice-growing States of the country. 
The relative contribution of the area to 
the total area under the rice crop during 
the year 1976-77 is also furnished to indi¬ 
cate the relative importance of rice culti¬ 
vation in each of the States. 



Table I reveals that the potential yield 
of rice (unhusked) varies from 3.45 ton¬ 
nes/ha in West Bengal to 6.91 tonnes/ha 
in the State of Gujarat, the overall poten¬ 
tial for the country being 5.07 tonnes/ha. 
Besides Gujarat, Punjab, Haryana, 
Andhra Pradesh, Karnataka, Tamil Nadu, 
Uttar Pradesh and Bihar are the other 
States where the potential yield has excee¬ 
ded the national average. In Kerala, 
Rajasthan, Orissa, Assam and Jammu anrj 
Kashmir, the potential yield is observed 
to be around 4.70 to 4.90 tonnes/ha while 
Madhya Pradesh, Maharashtra and 
Himachal Pradesh it ranges between 4.05 
to 4.20 tonnes/ha. 

Although rice output in the country is 
.steadily going up, there is still a very wide 
gap between the yield and the production 
level feasible with the existing technolopy. 
It is surprising to observe lhat in no State 
the average productivity of the crop has 
exceeded 60 per cent of what it could be 
with modern cultivation practices. Lven 
Punjab, where rice productivity is 
about the best in the country, has a yield 
gap index of 44.0, indicating that only a 


little more than half of the existing pro^!; 
duction potential of the crop is beinf: 
realised in the State. It is further observed; 
that the iudex of yield gap in majority ot\ 
the intensive rice-growing States is high^B 
than the gap existing for the country as 
whole. 

The main rice growing Slates of Bihar^. 
Orissa, Madhya Pradesh and Uttar Pra^ 
desh have the highest index of yield gap 
(around 73). These States are able to 
achieve only one-fourth of the potential 
yield. Besides Punjab, the States of Tamil 
Nadu, West Bengal, Maharashtra and 
Jammu &Kashmii aic realizing just ha$ 
of the potential yields. In the State of 
Haryana, Kerala, Karnataka. Himachii 
Pradesh, Rajasthan and Andhra Pradesb^'^ 
the index of yield gap ranges between 
to 65, indicating that only one-third to! 
one-half of the potential is being realised 
in those States. 

From the foregoing analysis it emerges^ 
that there is still an adequate untapped 
yield potential available in all the Statet 
of India. This is more so in the intensive 
rice-growing Slates where productivity j^. 


Table I 

Potential Yield, Indices of Potential Realisation and Yield Gap of Rice 
(unhusked) in Different States (Averaged over 1974-75 to 1977-78) 


State 

Proportion of 
total rice area 
(in percentage) 

Potential Index of 

yield potential 

(lonncs/Ha) realisation 

Index of 
yield gap 

Assam 

5.92 

4.70 

31.7 

68.3 

Andhra Pradesh 

9.45 

6.27 

36.7 

63.3 

Bihar 

13.78 

5.08 

27.1 

72.9 

Gujarat 

1.21 

6.91 

27.3 

72.7 

Haryana 

0.86 

6.60 

48.6 

51.4 

Himachal Pradesh 

0.23 

4.06 

44.0 

56.0 

Jammu & Kashmir 

0.66 

4.70 

53.0 

47.0 

Kerala 

2.18 

4.91 

46.1 

53.9 

Karnataka 

2.49 

5.68 

46.9 

53.1 

Madhya Pradesh 

l\M 

4.19 

26.2 

73.8 

Maharashtra 

3.84 

4.11 

50.8 

49.2 

Orissa 

11.84 

4.72 

27,0 

73.0 

Punjab 

1.75 

6.81 

56.0 

44,0 

Rajasthan 

0.41 

4.82 

37.7 

62.3 

Tamil Nadu 

6.09 

5.57 

55.6 

44.4 

Uttar Pradesh 

12.18 

5.18 

26.7 

73.3 

West Bengal 

13.47 

3.45 

54.3 

45.7 

All-India 

100.00 

5.07 

34.5 

65.5 
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I abnormally low. It seems, therefore, that 
while variations in production potential 
may be explained in good part by regional 
■!idiffercnces in soil and climatic conditions, 
Uhe existing yield gap may be attributed 
to the extent and level of adoption of 
modern technology and provision of 
rjneccssary infrastructural fiicilitics in these 
^States. 

To examine the relationship among the 
;^£ndex of potential realisation and the ex< 
Vf^ent and level of adoption of selected 
/"l^ioomponcnts of modern technology, Slatc- 
' Wise data arc analysed and a set of linear 
;^fegressjon equations is estimated using 
[the model presented earlier. The results 
. viare given in Table II. 

The Variation 

>1 The variation in the index of potential 
^^realisation is explained upto theexUnt 


I' 

I of 


45 per cent by the above variables. 


jjThe area under high-yielding varieties 
Malone accounts for 44 per cent of 
;^thc total ^ variation in the potential 
{^^realisation and, as expected, the regres- 
^sion coeflicicnl is statistically highly signi- 
,^|hcant. The percentage gross irrigated area 
^ has also a positive and statistically signi- 
^jf fleant effect on potential realisation of 
Uii.j'.yicld. This variable alone explains about 
jp/'37 per cent of the variation in the depen¬ 
dent variable under investigation. 

The results of regression analysis reveal 
^|hat higher potential realisation is asso- 
^-'Oiated with higher level of adoption of 
Ipl^igh-yiclding varieties, fertilizer input 
^.Sand irrigation, all of which are highly 
^^{^mplemcntary. From the pcrusual of in- 
^^g'lmtusc data of these variables it is ob- 
nerved that the index of potential rcaliza- 
i Slates of Assam, Bihar, 

j^^^ibrissa, Madhya Pradesh and Uttar Pra- 
jj^l^dcsh where the adoption of high-yielding 
^ j variety seeds is so far unsatisfactory, i e. 
below 30 per cent of the area under rice 
in these States. Compared to this, the 
bids potential realization is above 50 

atio States of Punjab, Jammu & Kash- 
mir and Tamil Nadu where the ciiltiva- 
g tion of high-yielding varieties of seeds is 
above 70 per cent. Similarly, it is ob- 
served that the proportion of gross irriga- 
'ted area under this crop in the low pro- 
^j,gductivity States is around one-third com¬ 
pared to 90 per cent in the States of 


emo 

ew 


Punjab, Jammu & Kashmir and Tamil 
Nadu. In the case of fertilizer use also, 
the States of Punjab and Tamil Nadu arc 
in the forefront. Again, while examining 
the causes for non-realization of full 
potential in any of the above referred 
States, it is observed that the current 
levels of use of high-yielding varieties, 
fertilizers and pesticides are still very low 
in all the States of the country. A study 
in the regional variation in productivity 
and adoption of HYVs rice and wheat 
crops by Rahcja et al. (1977) reveals that 
the main factors governing the extent of 
adoptiijn of high-yielding varieties apart 
from fertilizer use, are local conditions 
incuding climate, water supply and argo- 
nomic and management practices. Accor¬ 
ding to the survey reports, the main 
reasons for non- or partial-adoption of 
high-yielding varieties include non-avail¬ 
ability of suitable high-yielding varieties, 
fears of crop failures, high initial costs, 
lack of credit facilities, slow expansion of 
irrigation systems and inadequate exten¬ 
sion services. Pests and diseases also pose 
a serious threat to the paddy crop during 
the main kharif season. Since 80-90 per 


c^t of the nation's rice crop is grown in 
the monsoon season, the solution to the , 
problem lies in either improving water 
control to fit the existing HYV techno¬ 
logy or in developing new location speci¬ 
fic technology to fit unfavourable environ¬ 
ments of the area. 

Although rice output in the country 
has increased to a great extent, there is 
still a very wide gap between the average 
yield and production level feasible with 
the exist ng technology. An evaluation 
of untapped yield potential of rice crop 
and factors responsible for the existing 
gap has been attempted in this article. The 
study is based on the results of the 
national demonstration trials conducted 
during the period 1974-75 to 1977-78 and 
the actual productivity of the crop for 
each State obtained during the period. 
Multiple regression technique has been 
used to study the factors responsible for 
the existing yield gap. 

The study reveals that in no State the 
average productivity of the crop has ex¬ 
ceeded 60 per cent of what it could be ^ 
otbained with modern cultivation practi- 


Table 11 

Estimated Linear Regression Equations for Index of 
Potential Realisation 


Intercept constant 

Percentage area 
under HYV 

X, 

Percentage gross 
irrigated area 
Xj 

Total nutrients 
consumption per 
gross cropped 
area (kg/ha) 

Xfc 

R* 

27.2590 

0.2391 

(0.1889) 

0.0653 

(0.1391) 

—0.0087 

(0.2315) 

0.45 

27.2320 

0.2361 

(0.1652) 

0.0649 

(0.1337) 

— 

0.45 

27.5599 

0.3037* 

(0.1255) 

— 

-0.0010 

(0.2244) 

0.44 

27.5565 

0.3034** 

(0.0876) 

—— 

— 

0.44 

20.4806 

— 

0,2251** 

(0.0752) 

— 

0.37 

33.2419 

— 

— 

0.3743* 

0.21 


(0.1865) 


Note 


: Figures within brackets indicate the respective standard 
* Refers significance level of 5 per cent. 

♦’•'Refers significance level of 1 per cent. 


errors 
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ces on fanners' fields. From this analy¬ 
sis it emerges that there is a large untap- 
0 ped yield potential available on rice farms 
in different Slates of the country. The re¬ 
gression analysis reveals that percentage 
of area under HYV seeds, level of fertili¬ 
zation and proportion of irrigated area 
under rice contribute significantly to the 
potential realisation of rice crop. This 
shows that while variation in production 
potential may be explained in good part 
due to the regional difTci'cnccs in soil and 
climatic conditions, the existing yield gap 
may be attributed to the extent and level 
"^of adoption of modern techrclogy and 
provision of necessary infra^truclural 
facilities in these States. The main factors 
governing the extent of adoption of high- 


yielding varieties of rice apart from ferti¬ 
lizer use are the local conditions including 
climate, water management and agrono¬ 
mic and management practices. 

Thus, it emerges from the study that 
there is a need for evolving some new 
high-yielding varieties of seeds which 
could meet the location specific require¬ 
ments and thus ensure good harvests. 
Institutional efforts arc needed in the 
provision of drainage and optimal utili 
zation of irrigation water in such areas. 
Similar studies at micro level are sugges¬ 
ted to investigate into depth the cons¬ 
traints which have cropped up in the 
improvement of productivity of rice crop 
ill these areas of low productivity. 
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Chit Fund Bill Needs Revamping 


The author suggests that the chit fund bill which is on the anvil 
should be withdrawn in favour of a more comprehensive legislation 
which could form part of a comprehensive Banking Code, 
covering both banks and non-banking financial institutions. An 
agency should be created by the Reserve Bank to administer the 
regulations over these institutions and State Governments should not 
have to frame separate rules for their governance. 


Broadly acclpting the recommendation 
of the Banking Commission (1972) lo 
have a uiliform alMndia chit funds 
legislation instead of heterogenous State 
legislations, the Janata Government in¬ 
troduced a Central Chit Funds Bill in 
Parliament in 1978. However, with the 
fall of the Morarji Government the bill 
lapsed. The same bill has been reintro¬ 
duced by the present Finance Minister 
^ with all the original omissions and 
commissions. 

Before analysing its economic impli¬ 
cations, it is pertinent to know the factors 
responsible for the popularity of chit 
funds and their volume of business. 

Chit Funds are popular on account of 
the following; (1) Presence of a lot of 
neglected or unsatisfied borrowcis: (2) It 
is an indigenous mutual saving and 
lending institution which clubs the bene¬ 
fits of both; (3) The convenience to bid 
at times of necessity; (4) Future savings 
which are 50 or 100 multiples of the 
already made savings can be claimed 
unlike any other financial institution; and 


(5) It provides untied or unconditional 
loans compared to loans for specific 
purposes advanced by other lending 
institutions. 

Right from the Travancore Banking 
Enquiary Committee (1930) to the recent 
Banking Commi\Mon (1972) all those 
studies which ci vercd chit funds have 
acknowledged their growing popularity. 
1 hough chit funds assume significance as 
a financial intermediary, accurate infor¬ 
mation about their total turnover is 
conspicuous by its absence. Since they 
are most popular in Kerala, data per¬ 
taining to turnover in Kerala may help 
to arrive at a reasonable estimate of the 
aggregate turnover in India. According 
to the Administration Report of the 
Registration Department of Kerala, the 
turnover of the working chillies at the 
end of 1975-76 in the State was Rs 181.2 
crores. On this basis the aggregate an¬ 
nual turnover is estimated to range bet¬ 
ween Rs 350-450 crores. 

There are three types of resource 
mobilisations achieved through the chit 


funds, hirst, the diri.ct mobilisation 
which is equal to the net aggregate prize 
amount disbursed during any year. 
Second, the derived mobilisation in the 
form of security deposits in banks or 
treasuries and third, the revenue accruals 
to the Government by virtue of their 
functioning The figures corresponding 
to these three for 1975-76 have been 
Rs 15128 lakhs, 1.55 lakhs and 254.49 
lakhs respectively for Kerala alone. With 
the implementation of the Kerala 
Chillies Act (1975) the dciivcd deposits 
have shown dramatic increase as security 
requirement is made exactly cent per cent 
of the capital of the chitiy. Aggregate 
data for the country is however not esti¬ 
mated so far. 

The objectives of chit funds regulation 
arc practically the same as the objectives 
of regulatii g any non-banking financial 
intermediary as propounded by the Bank¬ 
ing Commission (1972). They arc: 

(1) safeguarding the subscriber’s interest; 

(2) creating the conditions for the growth, 
of dynamic and forward looking NBFIs; 
and (3) ensuring elTcctivc implementation 
of monetary policy. The analysis of the 
implications of the present bill i» 
attempted within this framework. 

At the outset the bill satisfies only the 
first objective. Even here some of the 
provisions in fact stand against the 
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; interest of the subscribers as can be seen 
from the following : 

a) Definition of the chit fund under 
1 Section 2(b) makes it necessary that only 
. business chits come under its purview, 
explanation (II) of this section mislead- 
! ingly say that a transaclion is not a chit 
; if all subscribers get the chil amount by 
! turns with a liability to pay future subs¬ 
criptions. Sincj this clause is to exclude 
’ ‘Prize chit* it should be made “without 
' liability to pay future subscriptions”. This 
; omission of ‘out’ makes not only the 
' definition contradictory, but also the 
! legislation null and void. 

: b) While Section 6(K) provides the 

’ manner in which a chit shall be continu- 
; ed when an individual I’oreman dies, or 
becomes of unsound mind or is otherwise 
; incapacitated. Section 40(C) makes that 
the chit is deemed to be terminated when 
a chil is not pr( pcriy continued after 
such exigencies laid down in Section 
6 (K). But our experience shows that 
I majority of chit failures occurred in the 
; case of individual foremen, especially in 
. Kerala. So it is necessary in the public 
interest to prohibit all unincorporated 
! bodies from entering chit business and 
I permit only limited companies to conduct 
chit business as suggested by the Banking 
I Commission (1972). 

Bank Chitties 

I c) It is highly inconsistent to prohibit 
commercial banks and cooperative banks 
from running chitties (See. 85) whi’e per- 
> mitting individual t'orcnien to do so. 

I In fact banks with better financial stabi- 
I' Jity can manage the chits more ellicienlly 
and with less abuses and may be made 
I to replace all unincorporated bodies and 
I individuals. Even the Banking Commis- 
; sion had given them a clean chit. In 
^ fact the entry of banks at least on a 
limited scale is necessary to impart more 
discipline in the business. Moreover, the 
requirements of monetary policy can be 
' ipet at least partially. 

, In short the individual foremen and 
i partnership linns may b^ totally excluded 
,froin this business and only public 
liimited companies (including banks) 
'‘,bc allowed to run chit funds instead 
-Of the present provisions. If banks arc 
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to be excluded, chit funds should be 
reorganised as a fullfledged NBFl. 

d) While Section 6(2) stipulates the 
maximum duration of a chit to five years 
from the date of commencement, the 
State Government will have the power to 
permit chi:tics upto 10 years of duration. 
Apart from the possibility of arbitrary 
use of such a discretionary power, it may 
also lead to migration cf chit funds to 
places wheie the duration is longer, 
as it occurred after the implemcntati' n of 
the Kerala Chitties Act 1975. 

Empitical evidences suggest that subs¬ 
cribers (both savers ai.d borrowers) 
maximise their “clTective interest yield or 
cost” by joining chits of larger duration, 
while foremen maximise profit in the 
shorter period. It is always desirable to 
have chits of larger duration say 6-10 
years. 

Specific Conditions 

So instead of giving the discretionary 
power to the Slate GovernmenI, specific 
conditions may be laid for starting chits 
with longer duration while raising the 
maximum duration from 5 jears to 10 
years. A uniform rule is to be applied to 
the entire country to prevent the possi¬ 
bility of migration. 

c) Section 6(3) limits maximum dis¬ 
count to 30 per cent (including maximum 
5 per cent foreman’s commission) and 
if more than one bidder bid at 30 per 
cent, lot will be taken to decide the 
winner. This limit is meant for restrict¬ 
ing the unbridled bidding which is fiaied 
to conic otherwise. A study of the “ef¬ 
fective interest” by the present author 
revealed that maximum eflcclivc annual 
interest borne by any borrower subscriber 
was only 26.68 per cent where the dis¬ 
count oiFi;red was as high os 70 per cent. 
l:xcept the four initial borrowers who 
offered a minimum of 64.5 per cent 
discount all other borrowers have borne 
less than 15 per cent “effective interest 
cost”. The maximum effective ii.tercst 
gained by any subscriber was 18.67, per 
cent, when there was no ceiling on bid¬ 
ding. 18.33 per cent of the subscribers 
had an “effective interest yield” greater 
than 5 per cent per annum. 

Because of this ceiling, while the subs¬ 
cribers lose the opportunity to bid at 
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times of necessity, some foremen got a 
facility to manipulate the draw. It is 
more desirable to have a ceiling on open ^ 
bidding, say 30 or 25 per cent of the 
chit amount while cash deposit equal to 
any discount over this will discourage 
unnecessary bidding. A similar system 
was in vogue in Cochin area before the 
implementation of the Kerala Chitties 
Act of 1975. If at all a ceiling is to be 
imposed it should be above 50 per cent. 

Empirical Analysis 

The empirical analysis showed that even 
at 50 per cent discount effective interest 
cost will be less than 15 per cent per 
annum wdiich is reasonable by any 
standard. A graduated discount system 
from 20 per cent to 50 per cent may be 
laid specifically for short term to long 
term chitties, which varies diicctlywith 
the duration. 

f) The size and distribution of the 
annual “effective Interest Yield/Cost” 
is determined by the scheme of the chitty 
itself. The scheme includes the method 
of conducting the 'draw', determination 
of the types of discounts and the manner 
of its distribution. The present bill 
leaves sub-sections (c), (f)and (g) of setion 
6 which specify lho.se items, rather vague 
and to the discretion of the foremen as 
they are to be decided by the chit agree¬ 
ment. Moreover, in section 2 (i) “draw” 
has been defined as “the manner specified 
in the chit agreement for the purpose of 
accertaining the prized subsetiher at any 
instalment of the chit”. Since the ‘ef¬ 
fective interest yield/cosi' available to 
the savers and borrowers is primarily 
determined by the scheme itself, it is to 
be specified in the legislation as to which ^ 
model of the scheme is to be uniformly 
followed. Empirical study by the present 
author revealed that exclusively auction 
chits supplemented by the system of 
fixed discounts (5 per cent or so) ex¬ 
clusively to be shared by non-prized 
subscribers (as a bonus for waiting) is 
the best of all available varients. This 
type was in vague in Cochin area prior 
to the implementation of the Kerala 
Chitties Act (1975). Auction and lots in 
alternate months as well as for alternate 
divisions is most irrational as the bene¬ 
fits and costs are randomly distributed 
according to the chance factor. The 
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^existing system under the Kerala Chitties 
Act (1975) is the worst as it makes to 
share dividends equally by all. This does 
injustice to the savers as they are made 
to bear part of the cost of the early 
bidders. So to avoid irrational and un¬ 
just distribution of the benehls it is de¬ 
sirable to stipulate the scheme without 
leaving Sec. 6 to be decided by chit agree¬ 
ment. 

g) It is gratifying that this legislation 
has taken a more progressive view with 

■Respect to asset requirements and aggre¬ 
gate chit amounts than the Kerala 
Chitties Act which was the model for it. 
The minimum capital requirement can 
be reduced to Rs 5(),()()() as in the case of 
a banking company. 

The raethed of accounting the assets of 
the existing institutions running chitties 
is not clear and requires some more 
elaboration and clarification to avoid all 
types of ambiguities. 

h) Though Clause 14(1) permits giving 
g loans and advances to nonprized subs¬ 
cribers on the security of the subscrip¬ 
tions already made, it will be impossible 
to do so. All unclaimed prize money 
(Sec. 22) has to be deposited in an autho¬ 
rised bank and the foreman is forpidden 
from accepting any deposit other than 
the monthly subscriptions. Experience 
shows that about a fourth of the subs¬ 
cribers do not pay subscriptions in time 
and even the State owned Kerala State 
Financial Fnterpriscs with the facility of 
revenue recovery had borrowed lakhs of 
rupees to pay off the prize amount in 

^ time. 

Removal of Defaulters 

The arbitrary Clauses 28 and 33 will 
moreover prolong payments of siibcS- 
criptions since they are likely to create 
more cases for arbitration. So it is 
necessary to stipulate the time and manner 
ofthe removal of the defaulted subs¬ 
cribers and the interest on the belated 
subscriptions to avoid all possible dis¬ 
putes and consequent delay. To make 
them viable and workable in the absence 
of external finances, it is desirable to 
deposit the amount equivalent to the chit 
amount (which is to deposited in an 
authorised bank vide Section 20 (1) with 
some agency of the Reserve Bank of 


India, and to extend the facility of short¬ 
term borrowings subject to proper safe¬ 
guards. 

There is an urgent necessity for provid¬ 
ing an institutional arrangement for short 
terms Cl edit or refinance to avoid delay 
in the disbursement of piize amounts and 
to facilitate the smooth transactions 
forebidding acceptande of deposits and 
entering any other business. It is also 
ncccs’^ary to prevent diversion of funds 
from chit funds to other lines of economic- 
activity as well as for certain nefarious 
activities. So the power of the Stale 
Government in respect of Section 12( I) 
for permitting the conduct of other 
business has to be eliminated by specify¬ 
ing the activities to those confined to the 
non-banking financial intermediaries only. 
By making them specialised institutions 
for performing the functions of NBFIs 
they can be made viable, dynamic and 
useful. 

States' Powers 

i) Section 88 confers massive powers 
on the Stale Governments to make rules 
for giving effect to the provisions of the 
Act. It naturally covers almost ail the 
important aspects of chit legislation which 
warrant specific clauses like the provisions 
for sanction of chitties, filing of papers, 
rale of interest on defaulted subscriptions, 
distribution of discounts, appointment 
of Registrars and other ofl'cers and grant¬ 
ing exemptions from specific clauses. 
Since these are the most fundamental 
aspects, the discretionary powers of the 
State Government may lead to heterogen¬ 
eity in the State rules which may result in 
migration of chitties for evading some of 
the legal prv)visions of the Act. 

Section 86 which empowers the Stale 
Government to exempt any person or 
class of persons or any chit or class of 
chits from all or any of the provisions 
of this Act should be dropped, since it is 
unnecessary and is likely to be misused. 
Such blanket powers will reduce the 
effectiveness c f the bill. Above all the 
uniformity and generality of the rules 
will be reduced and the situation will be 
akin to the present heterogenous legis¬ 
lations. However, a provision for exemp¬ 
ting non-profit sharing companies, in 
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corporated under Sec 25 of the Com¬ 
panies Act and having sufficient reserve 
funds and religious institutions having 
substantial financial backing, may be in¬ 
troduced from the restrictions made in 
the matter of paid up capital under Sec. 

8 (1) of the Bill. 

Static Role 

This bill turns a deaf ear to the 
last two objectives of regulation men¬ 
tioned under point two above. They are 
assigned only a very static role as a 
mutual saving and lending institution ' 
without caring for the impact of their 
operation on the effectiveness of mone¬ 
tary policy. Apart from serious econo¬ 
mic implications, the bill has numerous 
other pitfalls espccally pertaining to 
operational and administrative formali¬ 
ties. The complex and cumbersome 
proccduies for filing papers, keeping 
accounts etc. arc to be simplified and 
made intelligible, to make them opera¬ 
tionally efficient and less susceptible to 
arbitration and delay. Legal loopholes 
are to be plugged for reducing the 
chances of litigation. It may be borne 
in mind tfiat good intentions are no 
consolation for a bad legislation. 

The growth of dynamic NHFls and the 
effective implementation of monetary 
policy arc possible only if chit funds 
legislation is made an integral part of 
the comprehensive banking code covering 
both banks and NBFIs. The Reserve 
Bank or an agency created by it for that 
matter should be vested with the autho¬ 
rity to administer the regulations over 
these institutions with a suitable machi¬ 
nery. There should be only one specific 
form of legislation clearly specifying the 
necessary details wiihout any requirement, 
of framing rules by the Slate Govern¬ 
ment, Moreover, the legislation should 
be directed to achieve the objectives 
cited under Section 2 of this article while 
maintaining the basic features of the chit , 
funds. Since the present bill is grossly 
inadequate for the purpose and is in¬ 
consistent with the basic objectives, a new 
and a more comprehensive legislation as 
part of the Banking Code should be 
enacted at the earliest, which will be free 
from the Inadequacies cited above. 
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Focus on indmtry 


Industrial Gases: Steady Progress 


There has been a steady progress in the 
production of industrial gases—mainly 
oxygen and aci tylenc —in this country. 

. In fact the i.uligenous manufacturers 
have started suj'plying know-how and 
equipment to other developing countries, 
where this country has been able to sup¬ 
ply cheaper and appropriate technology. 
This, however, docs not mean that we at 
this stage can afford to restrict import 
of know-how, technology and equipment 
for the industry's growth in our own 
country. Mr P.L. Bhalia, Secrctaty, All 
India Industrial Oases Manufacturers 
Association, pointed out recently that 
this country must continue to up-date 
- the technology to achieve efficiency in 
. production. 

Starting with oxygen and nitrogen 
gases, which arc the main components of 
air, the industry now also covers its rare 
components like Argon, Neon and Helium. 
Other gases covered by this industry arc 
Hydrogen, Carbon Dioxide. Chlorine, 
LPG, fuel gases, medical gases as well as 
a growing number of special gases, high 
' purity gases and gas mixtures. All these 
. gases arc finding an ever growing number 
of industrial and medical applications. 

Welding Requirements 

Oxygen and Acetylene are used in com- 
, bination in metal joining (welding) and 
cutting: the function of Oxygen is to sup¬ 
port combustion while Acetylene is used 
as fuel gas. Other fuel gases, such as 
^ hydrogen, natural gas, butane or propane 
j are also sometimes used as substitutes 
j for Acetylene. Oxygen is used in electric 
steel furnace for dc-carbonisation and 
scrap mehing; oxygen is also widely used 
jj for medicine and for breathing in high 
f altitude flying. Some quantities of liquid 
Oxygen are also used as indu.slrial cxplo- 
t Mves, 

I There are at present 100 units with an 
f EASTERN ECONOMIST 


installed capacity of 1,107 lakh cubic 
metre.s; 14 of these units came into pro¬ 
duction, last year. An additional capa¬ 
city of about 554 lakh cubic metres is 
covered by letters of intent and DGTD 
registration. 


The production of Oxygen during the 
1 1 st few years was as follows; 


1975-76 

601 lakh cubic metres 

1976-77 

708 lakh cubic metres 

1977-78 

800 lakh cubic metres 

1978-79 

820 lakh cubic metres 


Demand Assessment 

The demand for Oxygen has been reas¬ 
sessed on the basis of a regional study, 
after taking into account the availability 
of steel, the likely pattern of growth of 
engineeing industries and production of 
steel from electric furnances. It is estima¬ 
ted that about 1300 lakh cubic metres of 
oxygen would be required by 1982-83 cor¬ 
responding to an installed capacity of 
1750 cubic metres. Demand for oxygen 
being dependent on the growth of the 
engineering industry and the performance 
of electric and furnance industry, there 
has lately been a reduction of demand 
for oxygen especially in north India. The 
demand is, however, likely to pick up in 
the coming years. The government en¬ 
courages the establishment of new unit 
by entrepreneurs who have substantial 
captive requirements for industrial gases 
or who propose to recover compressed 
by-product oxygen available from Ferti¬ 
liser, Vanaspati and other units. 

Foreign collaboration is not considered 
necessary in this field; plant and equip¬ 
ment for the manufacture of oxygen are 
indigenously available. Gas cylinders are, 
however, required to be imported at pre¬ 
sent; though these are likely to be indi¬ 
genously available from Bharat Pumps & 
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Compressors Limited, Naini, in the near 
future. 

There are at present 57 units producing 
Dissolved Acetylene Gas with an installed 
capacity of 175 lakh cubic metres per 
annum. An additional capacity of 113 
lakh cubic metres is covered by letters of 
intent; most of these approvals are inte¬ 
grated with the approvaks given for Oxy¬ 
gen plants. It is estimated that the re¬ 
quirements of Dissolved Acetylene Gas by 
1982-83 would be about one fifth of oxy¬ 
gen. About 240 lakh cubic metres of Dis¬ 
solved Acetylene Gas would be required 
by 1982-83 corresponding to an installed 
capacity of 300 lakh cubic metres. Cal¬ 
cium carbide, the main raw material re- ^ 
quired for the production of Dissolved 
Acetylene Gas i.s available from indige¬ 
nous sources. 

Indigenous Plant 

Plant and equipment for production 
of Dissolved Acetylene Gas is available 
indigenously. High pressure seam-less 
steam cylinders for bottling and transport¬ 
ing Dissolved Acetylene Gas in the dis¬ 
solved form are imported at present, but 
these are likely to be available from 
Bharat Pumps & Compressors Limited, 
Naini, in the near future. 

The indu.stry is poised for further 
growth and the new units of dififerent 
sizes are expected to come up during the 
eighties all over the country depending 
upon the number and sizes of consumers 
in the particular region. In this country 
there are still pockets where consumption 
is low and small units are economically 
viable because of ever increasing trans¬ 
portation costs and because of insfficiency 
of power. Only in places where there arc 
large number of bulk consumers and 
where there are no power shortage, one 
can justify the installation of large liquid 
product air seperation plants. 

—^Hardev Siqgh 




FORM IV-A 
(See Rule 4 A(i)) 

NOTICE 

The Saraswati Industrial Syndicate Limited 


It is hereby notified for the information of the pubJ/c that 
The Saraswati Indu^itrial Syndicate Limited proposes to make 
an application to the Central Government in the Department 
of Company Affairs, New Delhi, under sub-section (4) of sec¬ 
tion 23 of the Monopolies and Restrictive Trade Practices Act, 
1969, for approval to the acquisition of the whole or part of 
Uttar Pradesh Steels Limited- hr'ici particulars of the proposal 
are as under : 

i) Name and address of the The Saraswati Industrial Syndi- 
applicant undertaking cate Limited, Yaniunanagar, 

Distt. Ambala. 

ii) Name and address of the Uttar Pradesh Steels Ltd. 
undertaking the whole or 800, Civil Lines, South, 

part of which is proposed Near Jat College, 

to be acquired and the Muzaffarnagar, 

manner of acquisition i.e. By purchase of shares to the 

by purchase, take-over or extent of 94% of the paid up 

otherwise. value of Rs 77,32,125/-. 

iii) Management structure of Managed by the Managing 

the applicant undertaking. Director under the superinten¬ 
dence & control of the Board 
of Directors. 

V iv) Capital structure of— Authorised Rs 2,00,00,000 

^ a) the applicant under- Issued & Subscribed 

taking Equity Shares Rs 1,47,59,400 

Preference shares Rs 1,56,600 

Rs 1.49,16,000 

b) The undertaking pro- Authorised 

posed to be acquired. Equity shares Rs 75,00,000 

Preference 

shares Rs 25,00,000 

Rs 1.00,00.000 

Issued, subscribed & paid up 
Equity shares Rs 60,00,000 
Preference shares Rs I7,50,(X)0 

Rs 77.50,000 
Less : Calls unpaid Rs 17,875 

Rs 77,32,125 

v) Line(8) of business of The acquiring undertaking is 

the undertaking which engaged in manufacture of 

will or is likely to sugar and sugar machinery, 

emerge as a result of cement machinery, boilers pres- 

the proposed acquisition, sure vessels, hydraulic presses 

and other machinery The under¬ 
taking to be acquired was enga¬ 
ged in manufacture of steel 
castings and ingots. There will 
not be any change in the lines of 
^ business of both the undertak¬ 

ings after proposed acquisition. 

vi) Consideration for the 

acquisition. Rs 14,38^30/-. 


vii) Scheme of finance indi- The purchase consideration:" 
eating the sources of will be financed from the inter- 
finance for the proposed nul resources, 
acquisition. 

2. Any person interested in the matter may make a repre- '. 
sentatioii to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, New Delhi within 14 
days from the date of publication of this Notice intimating hts 
views on the proposal and indicating the nature of his interest, 
therein. 

For & on behalf of The Saraswati * 
Industrial Syndicate Limited. 
(B.M. Khungar) 

General Secretary 

New Delhi. 

Dated this 24th day of January 1981. 

Notice Pursuant to Rule 4 A(1) of the Monopolies 
and Restrictive Trade Practices Rules, 1970 

It is hereby notified for the information of the |>ubhe liiat 
WHEELS INDIA LIMITED. 180, Mount Road, MADRAS 
600 006, propose to give to the Central Govcinmcnt in the 
Department of Company Affairs, New Delhi, a notice under 
sub-scction (1) of Section 21 of the Monopolies and Restric¬ 
tive Trade Practices Act, 1969, for substantial expansion of 
its activities. Brief particulars of the proposal arc as under : 

(i) Name of body corporate 

owning the undertaking WHEELS INDIA LIMITED 

(ii) C'apital structure ot the 

applicant undertaking Authorised Capital—Rs. 300 

lakhs. 

Paid-up Capital—Rs. 219 lakhs 

(iii) l>ctails of the proposed sub¬ 
stantial expansion : 

1. Name of goods Automobile Wheels 

2. Capacity before 

expansion Installed—10,17,500 Nos. 

3. Expansion proposed 12,0(),0()() Nos. 

4. Location of the project 

for substantial expansion Same location - 

Padi, Madr;‘s-600 050. 

5. Brief outline of the Increased capacity due to 

cost of the project, the improvcmcnls in methods, 
scheme and sources of production layouls an4 
finance. additional shift working. 

2. Any person interested in the matter may make a re-** 
presentation to the Secretary, Department of Company Aff^airs,. 
Government of India, Shastri Bhavan, New Delhi, within 14' 
days from the date of publication of this Notice, intimating 
his views on the proposal and indicating the nature of his in^ 
tercst therein. 

S. V. RAJAN ;; 

Secretary 

Madras WHEELS INDIA LIMITED 

180, MOUNT ROAD. “ 

January 16, 1981 MADRAS 600 006 
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NOT 

> It is hereby notified for the information of the Public that 
f.- Hyderabad Asbestos Cement Products Limited proposes to give 
to the Central Government in the Department of Company 
Affairs, New Delhi, a Notice under Sub-Section (1) of Section 
• 21 of the Monopolies and Restrictive Trade Practices Act, 1969, 
for substantial expansion of its activities by regularisation of 
excess capacity in terms of Government Press Notes dated 
29-8-80, 4-10-k) and 30-12-80. Brief particulars of the proposal 
are as under : 

i) Name(s)of person(s) HYDERABAD ASBESTOS 

Body Corporate owning CEMENT PRODUCTS LTD. 

the undertaking. SANATNAGAR. HYDERA- 

BAD-500 018A.P. 

ii) Capital Structure of Authorised Capital 

the applicant under¬ 
taking. 30,00,000 Equity Shares 


tCE 


goods to be 
produced, supplied 
controlled or 
distributed or of 
new services to be 
rendered. 

b) In the case of Substan¬ 
tial expansion of exist- 


Not applicable. 


iii) Details of the 

proposed substantial 

expansion: 

a) Name of new 



ing activities. 




HYDERABAD ASBESTOS 

1. Name of goods. 

Asbestos 

Asbestos 

Asbestos 

CEMENT PRODUCTS LTD. 


Cement 

Cement 

Cement 

SANATNAGAR. HYDERA¬ 


Sheets, 

Sheets & 

Pressure 

BAD-500018 A.P. 


Pipes & 

Fittings 

Pipes at 

Authorised Capital. 


Fittings at 

at Balia b- Baliab- 


Hyderabad garb 

garh 

30,00,000 Equity Shares 

2. Capacity before 




of Rs 10/- each 3,00,00,000 

expansion 




50,000 Preference 

(M. tons) 

1,20,000 

72,000 

30,000 

Shares of 

3, Expansion proposed 



Rs 100/- each 50.00,000 

by way of regulari¬ 





sation of excess 




3,50.00,000 

capacity (M. Tons) 

1,60,000 

90,000 

45,000 


Issued Subscribed and paid-up 
28,33,560 Equity Shares 

ofRslO/- each 2,83.35.600 
35,000 Preference 
Shares of 

Rs 100/-each 35,00,000 

Add: Forfeited 
Shares (amount 
originally 

paid-up) 2,40.901 

3,20,76,50! 


4. Location of the pro- Sanatnagar. Hyderabad 
jeet for substantial and Baiiabgarh, Haryana 
expansion. 

5. Brief outline of the 
cost of the project, 
the scheme and source 

of finance Not applicable. 

2, Any person interested in the matter may make a repre¬ 
sentation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bbavan. New Delhi within 14 
days from the date of Publication of this Notice intimating his 
views on the proposal and indicating the nature of his interest 
therein. 

G.R. DEwSAI 

SECRETARY : COMPANY LAW 
Hyderabad. Name and designation of the 

Date : 23rd January, 1981. Principal Officer of the undertaking 

issuing the Notice 


ONCE BUILT LASTS EVER 

USE 

FOR ALL CONSTRUCTION WORKS 
BJM CHETAK BRAND CEMENT 

Birla Cement Works 

P.O. Cement Factory—312 021, 

CHITTORGARH (Rai.) 


Gram; CEMENT 
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Phone : 66 & 07 


STATE OF THE 
ECONOMY 


Coal Shortage Hits 
Soda Ash Industry 

Serious shorifam- in coal 
■Supplies as well as the deterio¬ 
rating quality of this material 
have told upon the output 
of soda ash in the country. 
Coal supplies in 1980 to the 
three main soda ash manufac¬ 
turing projects of Talas, San- 
rashtra Chemicals and Dhraii- 
gdnra Chemicals, which ac 
count for 6.55 lakh tonnes 
of the installed capacity out of 
total of 6.7 lakh tonnes, are 
stated to have been just of the 
order of 52 per cent of the 
requirements. In the case of 
/Saurashtra Chemicals, only 
iJO rakes arc said to have been 
provided as against the DGTD 
allotment of 186 rakes and 
the commitment of railways 
themselves to make available 
152 rakes. To some extent 
coal supplies have been arran¬ 
ged by the plant authorities 
through moving the material 
by road so that production 
was not completely disrupted. 
But even then, the utilisation 
of the installed capacity has 
left much to be desired. 

The total production of soda 
ash in the country during 
T 1980, it has been assessed, 
would not have exceeded 5.32 
lakh tonnes from an installed 
capacity of 6.7 lakh tonnes. 
As the demand for the year 
had been estimated at 6.5 lakh 
tonnes, substantial imports had 
to be effected at prices much 
higher than those of the 
domestic producers. Import.s 
aggregated to approximately 
105,000 tonnes of light soda ash 
and 40,000 tonnes of dense 
soda ash. Another 30,000 ton¬ 
nes had been contracted for 
delivery during this month. 

The industry, therefore, has 
pleaded with the Government 
that coal supplied to it should 
be stepped up immediately if 
the sad expend of the last 
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two years (the year 1979 had 
been no better than 1980) is to 
be averted and needless im¬ 
ports are to be obviated. The 
industry's requirements of coal 
during the current calendar 
year will exceed those of last 
year’s as Saurashtra Chemicals 
is expected to commission next 
month a new captive boiler. 
Movement of coal by road, 
which is nearly six times as 
expensive as that by rail, 
pushes up the production cost 
of soda ash by as much as 
Rs 600 per tonne. The indus- 
try, therefore, has been obliged 
to decide on a levy of fuel 
surcharge of Rs 400 a tonne of 
soda ash. The vitiation ir the 
cost of production warrants 
that movement of coal by rail¬ 
ways is stepped up a great 
deal. 

In the long-term interests of 
the industry, it has been stres¬ 
sed that the conversion of the 
metre gauge system to broad 
gauge in the Saurashtra region 
should he taken up on a prio¬ 
rity basis. This will provide a 
shot-in-lhe-arm for all the 
future development pro¬ 
grammes of the region. 

New Dfug to Cure 
Arthiritte 

Scientists at the Regional 
Research Laboratory, Hydera¬ 
bad, a CSIR unit, have indi¬ 
genously developed a new 
drug lliat they claim will cure 
arthiritis and other allied ail¬ 
ments. The drug named “Tro- 
maril” was launched in New 
Delhi last week at a function 
jointly organised by RRL and 
the Association of Physicians 
of India. The Petroleum and 
Chemicals Minister, Mr P.C. 
Sethi, released a special supple¬ 
ment of the journal of the as¬ 
sociation on Tromaril. 

The drug, according to RRL 
scientists, is a specific and 
prostaglandin and has potent 
non-steroidai, anti-inflamma¬ 


tory activity. It has taken 
about 14 years to develop it. 
The collaboration between 
RRL and Clincians was coordi¬ 
nated by Unichem Laboratories 
a wholly Indian pharmaceuti¬ 
cal company, which has inves¬ 
ted about Rs 35 lakhs in the 
research and trials of the drug. 

It is claimed that this is the 
second time that a new drug, 
entirely conceived and evolved 
by Indian scientists, has been 
developed. The benefit of the 
first drug, however, could not 
be availed of in the countiy 
since no patient was taken in 
India. 

The three scientists responsi¬ 
ble for developing the drug arc 
Dr G.S. Sidhu, Director of 
RRL, Dr P.B. Saltur and Dr 
Riaz Hussain. 

Sixth Plan Approved 

A meeting of the Planning 
Commission approved on 
January 23, an enchanced 
public sector outlay of Rs 
97,500 crores, against Rs 90,0(X) 
crorcs proposed in the Plan 
framework. The difference 
of Rs 7,500 crores will be 
financed to the extent of Rs 
1,000 crorcs through deficit 
financing Rs 3,000 crorcs by 
way of additional resource 
mobilisation by the States, 
Rs 500 crores from Soviet aid 
and Rs 3,000 crores through 
borrowings within the country 
and abroad. The Draft Sixth 
Plan, was approved at a meeting 
presided over by the Prime 
Minister. The National Deve¬ 
lopment Council has been con¬ 
vened on February 13 and 14 
to finally approve the Plan. 

The total quantum of deficit 
financing during the Plan pe¬ 
riod has been raised from the 
figure of Rs 4,000 crores pro¬ 
posed earlier to Rs 5,000 cro¬ 
res. With the new burden of 
Rs 3,000 ciores expected to be 
raised by the States by way of 
additional resources mobilisa¬ 
tion, they will now have to 
contribute a total of Rs 9,000 
drores towards .the Plan in¬ 
stead of the Rs 6,000 crores 
moposed earlier. Of the 
Rs 3,000 crores intended to be 
raised through market borrow¬ 
ings, a part may be effected 
through the Euroloan market. 
But no firm plans b^vQ yet 


been worked out, it is under¬ 
stood. The Soviet aid of 
around Rs 5,000 crores will be 
mainly for projects such as the 
Vizag steel plant. 

The Draft Plan envisages a 
5.2 per cent rate of growth per : 
annum in Gross Domestic Pro¬ 
duct. It has sought to sub¬ 
stantially expand rural deve¬ 
lopment, employment genera¬ 
tion and social services pro¬ 
grammes. Together with the 
private sectors* outlay the 
total Plan size will be around 
Rs 163,500 crores. 

The draft has made a sub¬ 
stantial step-up in Plan outlays 
over the earlier Fifth Plan as 
also the scrapped 1978-82 
Sixth Plan. In real terms, the 
increase in public sector out¬ 
lay is 80 per cent more than 
in the l iTlh Plan. As against 
the Rs 97,500 crores proposed 
for the Plan, the public sector 
outlay in I he Fifth Plan was 
Rs 39,322 crores and Rs 71,000 
crores for the earlier J978-83 
Plan. Of the present total 
public sector outlay proposed, 
Rs 47,250 crores is meant for 
the States and Union Territo¬ 
ries and Rs 50.250 crores for 
the Central sector. 

Rupee-Pound 
Exchange Rate 

The Reserve Bank of India 
on January 21 devalued the 
rupee by 1.04 per cent. The 
new buying ami selling rates 
for Rs 100.00 aj^ainst pound 
sterling arc fixed at 5.1948 and 
5.1680 respectively. The new 
middle rate is Rs 19.30 per 
pound. RBI has revised its 
rales for the purchase and sale 
of pound sterling for spot deli¬ 
very leflccting the downward 
trend of ilollar in overseas 
markets. Following the second 
revision this year sterling has 
become costlier by 20 paise to 
give a middle rate of Rs 19.30 
per pound. 

The forward purchase of 
pound sterling up to a maxi¬ 
mum period of nine months 
is given below; The rates 
are for Rs 100.00: Spot 5.1948, 
One month 5.2008, two months 
5.2068, three months .5.2128, 
four months 5.2188, five months 
5.2248, six months 5.2308, 
seven months 5.2368, eight 
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f. .months 5.2428, nine months 
■: 5,2488. 

fe'. 

Third Air Service 

^ “Vayudoot"’, the third level 
: -air service came into being on 
January 26. 1 he operation of 
< the new air service is initially 
, oonflned to norlh-castern rc- 
V ^gion connecting areas which 
arc at present not covered by 
! Indian Airlines. The com- 
1 pany has its registered office in 
) Delhi, operational headquar- 
>\/ters in Gauhati and servicing 
if' in Calcutta. It has an aulho- 
rised capital of Rs 25 crores. 

;!,> Mr A.P. Sharnia, Minister 
for Tourism and Civil Avia¬ 
tion, said the capital of 
,|,thc company is subscribed 
by Indian Airlines and Air- 
; India on equal basis. The 
; funds to meet the capital and 
.. operating requirements will be 
^ made available by the Govern¬ 
ment of India. 

The routes through which 
; “Vayudool" proposes to ope- 
* rate arc Gauhali-Rupsi, Gau- 
;. hati-Barapani, Barapani-Sil- 
char, Silchar-Kamalpur, Sil- 


char-Kailasliahr, tCamalpur- 
Agartala, Kailashahr-Agartala, 
and Dibrugarh-Tezu. 

Mr Sharma said fares of the 
new air service will be 30 per 
cent less than the Indian Air¬ 
lines fare. According to him, 
‘*Vayudoot** will not have to 
be subsidised by the Govern¬ 
ment. When questioned about 
its economic viability, Mr 
Sharma reluctantly admitted 
that it was meant as a "social 
service”. 

Pending selection of a suit¬ 
able aircraft for the feeder ser¬ 
vices, Fokker F-27 aircraft has 
been made available by Indian 
Airlines to commence opera¬ 
tions in the eastern region. 

New Terminal for 
Delhi 

Work on the Rs C4-cr()rc 
project for constructing a new 
international terminal complex 
at Delhi airport has commenc¬ 
ed with the laying of the foun¬ 
dation stone recently. The new 
airport complex when complet¬ 
ed will have passenger termi¬ 


nals and a cargo complex, taxi 
tracks and necessary taxi links, 
approach roads and a host of 
other services. 

Speaking at the foundation 
laying ceremony, the Tourism 
and Civil Aviation Minister, Mr 
A.P. Sharma observed that the 
project w'ould have a capacity 
to handle 3.5 million passengers 
and will incorporate all modern 
amenities and facilities. While 
these wouhl prove adequate till 
the end of this decade, it would 
be ncc;s.sary to do some ad¬ 
vance planning for the second 
module. 

Export Prospects 
for 1989-90 

The export projection for 
1989-90, the terminal year of 
this decade, is estimated at Rs 
570 crores in an approach 
paper prtpared by the Com¬ 
merce Ministry. The Ministry 
has worked oui projections for 
the next 10 years keeping in 
view various factors like past 
trends, production CvStimalcs, 
current f.o.b. unit value realisa¬ 
tions and studies undertaken by 


various taskforces and com¬ 
mittees, including the National I 
Commission on Agriculture 
and the Tandon Committee on 
Export Strategy, for 1980*8. 

These projections indicate 
increase in exports from about 
Rs 6,400 crores in 1979-80 to 
Rs 20.570 crores in 1989-90. 

These projections implied an 
annual average compound rate 
of growth of about 10 per 
cent for the Sixth Plan period 
ending 1984-85 and about 15 
per cent for the next five years 
ending 1989-90. 

India's trade deficit which 
stood at Rs 2,256 crores in 
1979-80 is expected (o rise to 
about Rs 4,000 crores in 1980- 
81. The large and growing 
trade deficit and the conse¬ 
quent balance of payment 
dilliculties called for urgent 
concerted efforts to push up 
exports on a long-term basis. 
The paper gave detailed pro- 
ject'on figures for main com¬ 
modity groups in agriculture 
and manufactures. v 

Over the 10 years, agricul¬ 
tural product exports are pro- 
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Jected to i^erease at about M 

E it tent per annum and manu- 
ctures exports at about 13 
per cent per annum. The rate 
of growth for agricultural 
products is estimated to be 
somewhat higher in the first 
half and lower in the second 
half of the decade. For manu¬ 
factures, the growth rate is 
assumed to be lower in the 
first half and higher in the 
second half. 

The increase in the first 
five years in the value of cx- 
"T^orts is eslimiited to be 
contributed m.iinly by rice and 
cereals, murine products, iron 
ore and concentrates, leather 
and leather goods, engineering 
goods, gems and jewellery, 
garments, handicrafts ai d 
chemicals and allied products 
which account for uboul two- 
thirds of the total increase. 

Export of principal agiieul- 
tural and allied commodities 
are estimated to rise from Rs 
1741 crores in 1979-80 to Rs 
.3450 crorcs in 1984-85 and Rs 
^4920 crores in 1989-90, the 
increase being mainly in rice 
and cereals. 

Export of Chemicals 
and Drugs 

Basic Chemicals, Pharma¬ 
ceuticals and Cosmetics Export 
Promotion Council has revised 
its export target for the current 
year to Rs 215 crore with a 
sizeable increase in the export 
orders coming in. The coiin- 
cifs original target for 1980- 
81 was Rs 200 crore. 

\ The export of the council’s 
items in the first nine 
months of the current year 
April to December, 1980 
touched Rs 161.2 crore against 
the estimated figure of Rs 152.2 
crore for the period. 

The two main groups of 
items which were responsible 
for the present rise in the 
exports arc basic inorganic and 
organic chemicals, including 
agro-chemicals and glycerine, 
soaps, detergents, cosmetics 
and toiletries. Crude drugs 
export also picked up subs¬ 
tantially during the period. 

Export of basic inorganic 
and organic chemicals includ¬ 
ing a gro-chemicals in the 


nine-month period of the Cur¬ 
rent year touched Rs 21.OS 
crore as against Rs 12.12 crore 
achieved in the same period of 
the previous year. 

Export of glycerine, soaps, 
detergents, cosmetics and 
toiletries has gone up al least 
three times during the nine- 
month period at Rs 34 crorc 
from Rs 11.11 crore recorded 
in the same period of the 
previous year. 

Crude drugs export, which 
was hardly Rs 1 crore in the 
period last year, registered a 
sharp rise to touch Rs 2.?8 
crore in the April-Dcccmbcr 
period of 1980-81. The de¬ 
mand for these items is re¬ 
portedly picking up in Ameri- 
c;in and West European 
inarkcts. 

Export of drugs, pharma¬ 
ceuticals and fine chemicals in 
the nine-month period of the 
current year maintained al Rs 
48.52 crore against Rs 48.27 
crore achieved in the same 
period of the previous year. 

Export of certain items like 
dyes, intermediates, alcohol, 
coar tar, chemicals and essen¬ 
tial oils, however, declined 
marginally during the current 
year. 

Onion Exports 

India’s exports of onion 
touched an all-time peak of 
120,000 tonnes valued al Rs 
19 crorc during April-Decem¬ 
ber 1980. This compares very 
favourably with a performance 
of only 87,C00 tonnes valued 
at Rs 12.58 crore in 1979 80. 
It has now crossed the pre¬ 
vious peak performance of 
1976-77, when exports had 
touched 116,000 tonnes valued 
at about Rs 14 crorc. 

Bulk .shipments stilt continue, 
despite what the spokesmen 
of the farmers say in public on 
the eve of resumption of their 
agitation in Nanik. Private 
exporters have an outstanding 
order of about 32.,(00 tonnes 
which IS to be fulfilled mostly 
during January 1981 itself 
Their earlier claim of having 
received orders for 87,000 
tonnes was based on initial 
enquiries but letters of credit 


NOTICE 


It is hereby notified for the information of the public that 
MODI INDUSTRIES LIMITED, MODINAGAR proposes 
to make an application to the Central Ciovernment in the De¬ 
partment of Company Affairs, New Delhi, under sub section (2) 
of section 22 of the Monopolies and Restrictive Trade Practices 
Act, 1969, for approval for the establishment ol a new under¬ 
taking for the production, supply, di.stiibullon or control of 
following products . 

Si 


No, 

1. Industrial Explosives 
(N.G. based) 

2. Detonators 

3. Detonating C ord 

4. Booster 

Other particulars of the pro¬ 
posed new undertaking are as 


A nnual Product ionjCapactty 

2().0(;0 tons 
40 million no. 

10 million meters 
50 tons 


under : 

(i) Name of the propo,^cd 
undertaking. 

(ii) Name (s) of person is) or 
authority/authoritics pro¬ 
posing to establish the new 
undertaking Where it is 
a body corporate furnish 


Name to be finalised later. 

Modi Industries Limited, 
Miidinagar. It is a Public 
Linmeil Company. 


details of its management 
structure together with 
those of the proposed 
undertaking. 

(iii) Capital structure of the 
applicant person or 
authority and of the pro¬ 
posed undertaking. 


(iv) Proposed location of the 
new undertaking. 

(v) Brief outline of the cost 
of project, the scheme and 
source of finance. 


Share c.ipital of existing 
Co; Authorised Rs 5.00 
crorcs; Is^ued, subscribed 
and paid up Rs 2,54,94,104; 
loans Rs. 9,5cS.68,934. 
Proposed Company will 
have authorised capil;'.! of 
Rs. 12.00 crorcs; issued, 
sub.^cribed and paid up 
capital will be Rs 7.00 
croics and loans Rs. 14.00 
crores. 

Ballia or other backward 
District of U.P. or back¬ 
ward area in Bihar. 

I and ; Rs. 50.Ot) lacs 

Building Rs. 250.00 lacs 
Machi¬ 
nery : Rs. 1700.00 lacs 
Woiking: Rs. 100.00 lacs 


Capital tMargin) Rs. 2i00.00lacs 


: Sources t>f finance would 
be as under . 

Lc/uiiy Rs 7.00 crores 

l oan Rs. M.00 crores 

Note . I ijuity upto Rs 1.00 crore 
IS likely to be subscribed 
by foreign technical CoF 
laboralor. 

2. Any person intcrcsteil in the matter may make a repre¬ 
sentation to the Sccret.iry, Department of C ompany Affairs, 
Government of India Shastri Bh iwan. New Delhi within 14 clays 
from the date of publication of this Notice, intimating his views 
on the proposal and inilicating the nature of his interest therein. 

Signed ; Mahendra K Modi 
Date this day of 19th JanOary, 1981. Managing Director 
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tiavc been opened only lor 
32,0(;() tonnes. 

NAFl’D, the cannlisirii? 
agency, has a pendintz order 
of 10,000 r(inncs and it expects 
to export another 30.000 tonnes 
by the end of March I US I 

The Russian order of .H),0()0 
tonnes is also due to he filled. 
Besides, the Mah 'iaslUra Slate 
Co-operative Market mg lede- 
ralioii, which has begun pro- 
curentenl (>nly this year, has 
also plans to c'o some export. 

trade with Argentina 

India is expecteil to fiiuilise 
a new trade agiveiiieiU with 
Argentina shortly. The Union 
Minister for ('omnierce, Mr 
Pranab Mukherjee. is likely 
to visit that eoimlry soon to 
sign the accord. 'IV explore 
possibilities foi further indus¬ 
trial and ir.ide cooperation a 
high level Inisniess delegation 
is also leaving for that country 
soon. 

This w'as indicated recently 
at a meeting organised by 
the Association of Indian 
liugineermg liuliislries (AIFI) 
U) discuss specilic measures 
required l»n increasing co 
operation between the two 
countries. Among those who 
participated in the discussions 
were, Mr R. K. Anaiul, Indian 
Aniba.ssaiior to Argentina and 
representatives of that coun¬ 
try's embassy in India 1 e cl¬ 
ing businessmen and ir.dusiria- 
lists also participated in the 
discussion.N. 

Mr Rahul Haj ij, who K cl a 
business dc legal ic^n lo I at in 
America last . year, said that 
Argentina W'as <me of the nlo^l 
attractive niarkels in the re¬ 
gion and there vvere seveial 
areas in which the in^lustries 
of the two countries could 
collaborate. 

CIL to Continue 

As a result of stilT opposi¬ 
tion by the Department of Coal 
on the Fa/a I panel's report on 
re-organisation of ihe e<nil 
sector. Prune Minister Indira 
Gandhi has ..sked the com¬ 
mittee of secretaries to go inh) 
the recommendations of the 
pan‘1 and alternative sugges¬ 
tions made by the depirlmeiit. 
The committee is expected to 
•give Its final vcidict soon. 


Though the department has 
accepted most of the recom¬ 
mendations of the panel on the 
production and pricing policy, 
it has vehemently opposed the 
abolition of the Coal India 
Fimitcd, 

The I’azal panel, in its re¬ 
port to Ihe Prime Minister had 
suggcsteil that CIF should be 
abolished, instcatl iiulcpendcnl 
Coal companies should be set 
up functioning directly umlcr 
the 1 department of C 'o d. 

TJie p.mel had also suggest¬ 
ed I hat a Central board widi 
llu C’oal Seeietaiy as its Chair¬ 
man and secretaries from (he 
eoneerned Ministries and an 
official from the Planning 
Commission shouM be s^t up 
to review' I he W(»rking of the 
coal sector fiom time lo time. 

The Department of C oal, on 
the other hand h.is .siiggL.sied 
that C\)al India should be 
slrengihened. It concedes that 
the .size of the coal companies 
has beeojne unwieldy but has 
suggested that C’lLand other 
companies shouhl split into 
separate divisions. 'J'liise di\i 
sums, though independent in 
production, planning and ad- 
minislraiioii should be under 
the Coal India Limited. 

The (.lep.irlineni further con¬ 
tends that CTL should be the 
eo-orvlinating agency and not 
Ihe Deparlmeiu of coal. C’l I 
shoiiltl look after lecruitment, 
maiketing, pretmotion and 
wage implementation poheii.s. 

Sports Goods Team 
for Africa 

The Uiron Government has 
decided lo sponsor a three- 
memb.-r delegation of spv)rts 
goi>ds industry to visit three 
Ci)imlrics in Africa lo tap mar¬ 
kets fin spoils goi>ds and try 
to lesolve other dillicultics fac¬ 
ed by exporters. 'I’he dclega- 
li(m will be headed by Mr S. 
GopaLin, C'hicf of All India 
Sports (kkkIs Promotion Coun¬ 
cil and will incliulc two repre- 
senta'ives of sports good.s in¬ 
dustry from Jullundur. Coun¬ 
tries to he visited by the team 
are Algeria, Ghana and Sierra 
i.eone and the visit will take 
pjacc in mid-February. One 
difficulty that exporters of 


sports goods to these countries 
faced were delay in getting 
payment for goods .sent and 
the team was hopeful that it 
would be able to thrash 
out this problem with these 
countries. 

Supplementary 
Drawals from IMF 

India will be one of the 69 
low-income developing coun¬ 
tries, which wall benefit from 
the International Monetary 
F'und’s (IMF) new scheme 
to subsidise supplementary 
drawals from the fund lo meet 
its balance of payments. 

To help the low-income 
• developing countries, the fund 
hits recently established a one 
billion SDR account to sub¬ 
sidise supplementary drawing.s. 

India will be eligible for a 
subsidy not exceeding three 
per cent a year. 

The amounts of the subsidy 
to eligible members will be 
paid, as soon a.s practicable, 
after the end of the fund's 
financial year on April 30. 

.Sixtynine low-income deve¬ 
loping coimirics, including 
India will be eligible for the 
full subsidy not exceeding 
three per cent a year. Four¬ 
teen developing countries, 
with somewhat higher per 
capita incomes w'ill be eligible 
for onc-iialf of the subsidy. 

Tlie fLiiul's supplementary 
financing facility, which c.imc 
inio Ibice on February 23, 
1979, IS financed from rc- 
souices borrowed by the fund 
from 13 members. It was 
csiablisheii to enable the fund 
lo provide supplementary 
financaig. in eon junction with 
the ii.s‘ of the fund’s ordinary 
resources, lo members which 
are facing serious paymeiils 
imbalanees lliat are large in 
relation lo their quotas. 

The IMI' h id in 1976 csta- 
hlislietl a I rust fund to provide 
concessional balance of pay¬ 
ments a sistance lo eligible 
developing members. It was 
financed with profits from the 
sale of gold by the fund. In 
the four-year period from 
,Tunc 1976 to May 1980, the 
fund sold 25 million ounces of 
gold, yielding a profit of 


$4600 million. It was trans¬ 
ferred to trust fund. ^ 

The IMF has alfcatly distri¬ 
buted $1,300 million directly to 
developing members. The re¬ 
mainder of the profits* together 
with investment inconle and 
other tranfers to the trust fund, 
which accounted for SDR 
2,900 million at the end of 
July 1980, is being disbursed 
in loans on concessionary 
terms to eligible low-income 
developing members. 

The IMF expects to make 
the final disbursement of trust 
fund loans in March 1981. 
Repayments from trust fund 
loans arc not scheduled to 
begin until July 1982. 

Oil from Libya 

Libya is to supply India one 
million tonnes of Zuetina, 
high quality crude oil, at 
OPEC rates. Libyan I^resident 
Muammar Gaddafi said this 
recently in Tripoli and the 
offer has been conveyed to 
Petroleum Minister, l.ibya had ^ 
stopped oil supplies to India ' 
during the Janata rule. 

Names in the News 

Mr II. C. Pande has been 
appointed Managing Director, 
Rajasthan F'inuncial ( orpora- 
lion. He joined IAS in 1959 



Mr H. C. Pande 

and was Deputy General 
Manager. Delhi Electric 
Supply Undertaking from 
February 1975 to April, 1978. 

In Rajasthan he served as 
Managing Director, Rajasthan - 
Land Development Corpora¬ 
tion and as Chief Electoral 
Officer Rajasthan and Secre¬ 
tary, Election & Labour. 
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„ onthe^ ^ 

i^pubbi^a 


On January 26, 1950 the people of India laid the foundation'' 
of a Sovereign Socialist Secular Democratic Republic. 

In the past 31 years we have many achievements to our credit > 

We have || 

□ Set up democracy on a strong foundation; ■' 

□ Overcome chronic food shortages: 

□ Emerged as one of the most industrialised countries; 

□ Risen to be a top ranker in Science and Technology; 

□ Fought off successfully three external aggressions 

□ And our voice counts in international forums. 

Yet much more has to be achieved for securing complete social justice 
to all and raising the standard of living of the people.^ 

This can be done only through strong bonds of national unity. 



Consolidate National Integration And Strengthen 
Secular Forces For Progress And Security 
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Problems & Prospects of Sugar Industry 

Adopted from the Presidential Address of Shri D. D. Puri, delivered at the 
47th Annual General Meeting of the Indian Sugar Mills Association 
held at New Delhi on January 16, 1981 


1. Uiulciiiijhly, I Ik main 
cmpbaMs ibc Ikld of sugar 
produclioii should go tocHoris 
U) increase ilie production and 
quality sugarcane so lhai 
the lolal production of ihc 
sweetening agents in the coun¬ 
try can go up. For the year 
I9S0-SI CiovtMPnicnt have 
chalked out an acuon plan 
which niairdy provides for; 

(i) Pionioling additional 
planting of sugaieane; 

(ii) Use orinipiovLd manage- 
ment ofagnculluial piaciiccs; 

(lii) Adoption ol plant pro¬ 
tection measures over large 
areas; 

(iv) Bettei inanagcnKnl of 
ratoon eane ci op, anti 

(v) Intensive extension drive. 


Although prteise esiimales 
of sugaieane produetion lor 
the cu.neni vcai aie still not 
available, it is generally ex¬ 
pected It) he of ihe order ol 
,157 million lonne^ vshieh re¬ 
flects a signilieani ipeiLase 
over the Iasi ycai's low ion- 
nage t>f ahoui I2(S million. 

. 2. 'The .seast)!! 1978-79 clo- 

|sed with a I'aiily laigc carry¬ 
forward slock ol 21 l.ikh ton- 
',ncs. It IS iiulceil a mailer 
';of deep regret that the pre¬ 
vious Ciovernmcnl did not 
follow a |u.thtn)us poliev m 
^^clcasmg the stocks while it 
wvas well on the eaids ih it the 
sugar t>i*lpiil during 1979-SO 
was going lo he eon side ra hi v 
less. Instead of hudge img pro- 
'^perl> the supplies to match 
ihe demand, ihe> pm sued a 
policy of reckless releases of 
•large quantities ol* h lakh ton¬ 
nes each nuMiili. fhe entire 
stock of 21 lakh (onnes was 
thus squandered away. The 
: new Goveinmcnl look over. 


it had lo depend entirely on 
the new season's production. 

3. Ill 1977-78 when wc achi¬ 
eved a record production of 
65 lakh tonnes sugar was de¬ 
controlled without adequate 
safeguards. As a result, sugar 
markets crashed all over follo¬ 
wed hy gur and khimdsari 
maikci crashes. The industry 
sLilfcred a staggering blow. Shn 
Bhanu Pratap Singh admitted 
m Parliament that the Industry 
lost over Rs 200 erores. The real 
ligurc stands close lo Rs 300 cro- 
res. Wc do not know where vve 
would have been sunk fathoms 
beneath waters of bankruptcy, 
wore It not for the gigantic 
task of negotiating and work¬ 
ing-out a voluntary system 
of releases lill Government 
rciniposod this regulation. But 
To I this voluntary control not 
a gram of sugar may have 
been left for the consumer in 
the subsequent period. 

4. T he pioteclion of slatu- 
l(uy mmiinum cane price is 
available to grower on only 
such cane which he supplies 
lo sugai factories. This nor¬ 
mally accoupls for l/3rd of 
the eane production. The rc- 
m-iming 2,,3rd consumed by 
khandsari and commercial gur 
prodijceis was left lo the 
tender mercies of their manu¬ 
facture is. What the growers re¬ 
ceived from them was a bare 
Rs. 3-4 per quintal of cane. 
The then Ciovernincnt at the 
CVnlie and the States pro¬ 
pagated widely that Kisans 
should grow less cane. 'I'hc 
Kisan having suflered, as he 
did outside factory areas, look 
them at their word and hcncc 
the subsequent lower canc 
acreage. No doubt, the 
d'oughl conditions further 
curtailed production. Thus the 


seeds of shortage were actually 
sown in the year 1977-78 itself 
when we achieved a record 
production. Given a prudent 
policy of buffer slocking, 
maintaining an economic price 
level for all the three sweeten¬ 
ing agents through a system of 
monthly releases for sugar, I 
am sure, the country would 
not have experienced the 
shortage that it did. 

5. The Sugar Scene : The 
year 1980 will long be re¬ 
membered as a year in which 
India sold the cheapest sugar 
in the world. Cheaper not 
only than in countric.s where 
the purchasing capacity of the 
consumer is higher than ours, 
but cheaper than those that arc 
like or weaker than us econo¬ 
mically, namely, Pakistan, 
Bangladesh, Nepal, Sri Lanka 
and Burma. First of all the 
factory made supr; 65(25 
lakh tonnes) of it sold at Rs. 
2.85 in retail, all over the coun¬ 
try including remote areas 
hundreds of miles from the 
nearest factory. This was a 
heavily subsidised price having 
regard lo the fact that it earned 
an clement of Rs 56/- as ex¬ 
cise duty and other carriage 
and handling charges, and 
also that prices much higher 
than the statutory price had 
lo be paid for cane. And then 
even the price of the balance 
35% sold in the free market 
during the year which was 
meant to cater for those who 
were not content with their 
rations and was to cover the 
subsidy on 2/3rd that sold at 
Rs 285 works out lo a weigh¬ 
ted average of Rs. 470/- per 
quintal. This sugar carried ex¬ 
cise duty at a higher rate of 
Rs. 77/- per quintal. 

6. Gur which is the poorest 


man's sweetening agent and 
which liadilionally provides 
nutrition lo cattle, fetched at 
limes prices higher than levy 
sugar. And khandsari made 
the biggest kill in its history 
and continues so lo do even 
today, much lo the peril of 
sugar economy and of the 
gcncial economy of the coun¬ 
try. Even though gur manu¬ 
facture is wasteful, as it 
consigns 40",, of the available 
sugar to the fire, \ have great 
sympiithy for the kisan W'ho 
growls his cane outside the 
factory area, has no natural 
outlet foi his produce and 
makes gur for his own con¬ 
sumption and for his neigh¬ 
bours who cannot afford to 
buy even their rationed enti¬ 
tlement of sugar. But the 
power driven koihus that 
operate within the factory zone 
lie four square in the same 
category as khand.sari, albeit 
on a smaller scale. Khandsari 
docs not measure up lo any 
of the criteria that are the 
essentials of village industries, 
that need sympathetic consi¬ 
deration and financial sup¬ 
port, It thrives on the shorta¬ 
ges of sugar. It exploits the 
consumer and the grower de- 
|x.'nding upon whether sugar 
is in short or comfortable 
supply. And yet it is immune 
from all the disciplines that 
apply to sugar factories. Most 
khandsari units arc located 
in factory areas. Let us exa¬ 
mine the profitability of khand¬ 
sari manufacture. They sell 
their molasses at Rs 100/- 
per quintal or more which 
alone covers their conversion 
cost and leave a margin of 
profit whereas the factories 
sell theirs at Rs 4/-. It does 
not need a BICP to establish 
that khandsars can pay three 
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times the statutory price o 

f cane, while during periods 
of comfortable supply posi¬ 
tion they reduce the Cane 
prices to very low levels. 

7. Does khandsari help the 
consumer? During the two 
and a half months when free 
§u|:ar was voluntarily made 
over at Rs. 450/- per quintal 
did the khandsars make even 
a token gesture? They did 
not. On the contrary, they 
fell upon their prey merci- 

--lesslyand sold khandsari at 
uplo Rs. 1100/- per quintal. 

8. In 1977-78, the victim was 
the canegrower. Last year it 
was the consumer. They arc 
birds of prey, who Fatten on 
those that arc in the most 
difficult posilion. They sqiicc/e 
the Consumers when there is 
shortage and the growci vvlien 
the position is comfortable. 

9i There is a fallacy in the 
assumption that the khand¬ 
sari industry is a small scale 

1 industry requiring less capi¬ 
tal per quintal of sugar pro¬ 
duced and giving nioic em¬ 
ployment. The fixed capital 
cost of a new sugar unit cru¬ 
shing about 1250 tonnes of 
sugar cane works out to about 
Rs. 400/- per quintal of sugar 
produced, whereas in the 
case of khandsari unit crush¬ 
ing 5(K) quintals of cane per 
day, the cost is about Rs. 325/- 
per quintal of sugar. To this 
if we add the capital cost of 
about Rs 10 lakhs incurred 
by the State for providing 
about 100 K.W. power, to 
khandsari units, it will be 
seen that the total fixed capi¬ 
tal cost of producing khand¬ 
sari sugar totals to Rs. 650/- 
per quintal of sugar as against 
Rs. 400/- per quintal for the 
vacuum pan sugar industry 
who generate their own power. 
Similarly, in the matter of 
labour employ men (, it has to 
be realised that while in a 
sugar factory about 40“^ wor¬ 
kers arc permanently employ¬ 
ed and 60arc seasonal, in 
khandsari hardly any work¬ 
man is employed permanent¬ 
ly. Moreover, the wages 
paid to individual work¬ 
man are only about 40% 
of the wages paid by the 
sugar industry. It should aUo 


be recognised that sugar in¬ 
dustry also generates employ¬ 
ment in auxiliary fields and 
has larger spin off effects. 

10, Partial decontrol as a 
means of combating diversion 
worked admirably as a first 
Step from complete control. 

In the decade and a half of 
its operation khandsari arid 
power crushed gur have grown 
to immense proportions. From 
an.estimaied annual production 
of about 3 to 4 lakh tonnes, 
khandsari production has move- 
cd upto over a million tonnes, 
it is the considered view of the 
Iridian Sugar Mills Associa¬ 
tion that the time has come 
to take the next logical step 
and to decontrol sugar com¬ 
pletely. At any rate, if this 
cannot be done for political 
or other reasons, immediately, 
it could be brought about in 
a phased manner by increasing 
the proportion of free sugar 
to 50%. This would not only 
yield additional production 
but would bring the prices oF 
free sugar down. 

11. The two-tier pricing hel¬ 
ped increase production at the 
time it was introduced. Today 
it has become counter pro 
ductivc. In the conrrent season 
it is expected to cost a million 
tonnes of production. It is 
true that the i at ion siipr con¬ 
sumer stands to bene lit ny (he 
subsidised price. Subsidising 
essential commodities is an 
admirable social obi ip at ion. 
But the subsidy should go to 
the weakest sections of the 
consumer, namely the con¬ 
sumer of gur and not the con¬ 
sumer of factory sugar. While 
there would be every lusli- 
fication for subsidising khadi 
there would hardly be any 
justification for sub.siclising 
silk and satins. 

12. Cane Price: l.S.M.A. 
maintains that the present 
statutory cane price of Rs. 13/- 
per quintal at 8..5% recovery 
is loo low to be economical. 
The powerful voice of the 
Prime Minister with the weight 
it carries, not only because she 
is Prime Minister, but because 
she speaks for the millions 
of this country as no one else 
can, has also mentioned a 
figure three Rupees higher. 


Now while it is true that the 
statutory price is only notional 
for working out the levy price, 
this truth operates only in the 
short run. It holds no security 
for the Canegrowers as to 
what the long term prospects 
for his canc are. 

13. The only reasonable 
assurance the grower has is 
that tile statutory price even 
though reviewed and noli 
fied annually, will not be 
reduced when he harvests the 
plant and the subsequent ratoon 
crops of the area he is putting 
under cane this year. Price 
has come down to the mini¬ 
mum in the past. It will come 
down to that level again. The 
wise grower, who takes a long 
term view ol his prospects, 
is assured only of Rs. 13/- 
as the price at which he will 
he able to sell his canc that 
he is sowing now. 

14. Slate Governments, of 
late, have started fixing canc 
prices and foisting them on 
the Industry as “agreed 
prices and in other ways. The 
root cause of State interven¬ 
tion is that the prices fixed by 
the Central Government are 
un-rcmuncrative. The menial 
reservation that the price fixed 
by the Centre iv only a ruUional 
price, IS a notion which is 
wholly fallacioi'S when a long, 
term view of the interests ol 
the grower is taken. He needs 
to be assured of a steady price 
for the next season and the 
season after the next. 

15. Buffer Stock : If ihc 

country has to be saved from 
the effects oF the hills and 
valleys oF production, the need 
oF a cushion cannot be over¬ 
emphasised. The Sen Com¬ 
mission quantified the buffer 
stocks of sugar at 1.2 million 
tonnes in 1965, when the 
consumption stood at 2.6 
million. The aim should be 
between a thiid and tourlh 
of the annual consumption.. 
In 1977-78 we were in a posi¬ 
tion to do it. The Cabinet is 
reported to have decided in 
principle to stock a million 
tonnes. To start with the de¬ 
tailed modalities for 500,(X)0 
tonnes were worked out with 
the Industry. All details of 
Storage, turn round, finance 


etc., had been agreed upon. 
And then the Government got 
cold feci. The whole thing was 
abandoned. If a million tonnes 
of sugar hid been taken out 
of circulation there would have 
been no shortage for the con¬ 
sumer, production would have 
improved by minimising diver¬ 
sion and Government would 
have stood to make a fat lot 
of money estimated at Rs 
300 crores, half of which 
could easily have beert in 
foreign exchange. 

16. Briefly, therefore, the 
policy should be based on— 

1. Decontrol—all at one 
stroke or phased over not 
ton long a period of time; 

2. An ee\>noTnic price being 
noliticd as minimum price of 
canc; 

3- C ontrol oF releases; 

4. All economic price for 
sugar; 

5. An effective scheme For 
buffer stock and export; 

6. Adequate relief For weaker 
sections of the Indctstry. 

17. New Sugar JNdicy : T he 
Government have since anno¬ 
unced iheir policy For the 
current season 1980-81. We 
welcome the recognition for 
relief U) weaker imils although 
the qualifying conditions need 
some extension. Similarly, 
the request For a revolving func 
to provide iiiiancc for moder¬ 
nisation and expansions has 
also been eon ceded. The in¬ 
dustry is fully appreciative ol 
this gcstuie by ihc Govern¬ 
ment and feels eonfidcnI thai 
these steps should go a long 
way in restoring economli 
viability and health to il. 

IS. Licensing of New Capa¬ 
city : During the 6lh Plar 
period, the proportion of nev 
units has been raised to 60 
as against the previous per 
cent age of 40 The proper 
lion of expansions has beci 
reduced from 60 to 40%, In 
deed, il is a very dislurbini 
development. Expansionshavi 
to be preferred on account o 
sound, economic and commer 
cial consideration. They ar 
less costly and produce result 
quicker. Therefore not onl 
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should the previous propor¬ 
tions of 40 : 60 be resloretl, 
but the proportion of ex¬ 
pansions should be raised lo 
75%. If this is done, the cost 
of new capacity during the 
6th Plan would go down by 
Rs 11' crores. New units should 
be installed only where ex¬ 
pansions cannol meel the 
requirement. The gap belween 
what the consumer pays i'oi 
the sugar and what grower 
gets for producing it should 
be narrowed ai'd this can 
only be done by bringing lo 
bear the economics of scale 
having regard to the fau that 
sugar produced in a new unit 
would cost between Rs. 100/- 
and Rs. 200/- on interest and 
depreeiation alone whereas 
an expanded unit would lower 
its cost of production. 

Similarly the distance of 
30 Kms. now provided bet¬ 


ween an existing and a new 
unit should be restored lo 50 
Krns. as unanimously rc- 
eornmended by the Sugar 
Fuquiry Commission to ensure 
satisfactory working of both 
the units. 

P>. There is yet another 
peculiar feature of the present 
licensing policy. It operates 
behind a purdah. The aggrie¬ 
ved units never gel lo know 
about the licensing of new unit. 
Il is only fair that the appli¬ 
cations for setting up new 
units should be circulated (list 
amongst the neighbouring units 
and they should be given an 
opportunity to represent their 
; objections, if any. A central 
quasi-judicial agency should 
he created to go into all such 
ca.ses w'heic existing units de¬ 
sire to represent their case. 

20. Uiifortunately, in the 


past, the factor of cane avail¬ 
ability has not been given due 
consideration in licensing new 
units. This is apparent from 
the fac^ that while the number 
of units has gone up, the cru¬ 
shing per unit has come down 
progressively. This is not only 
the all-India pattern, but the 
States also show a similar 
picture. Even in Maharafhlra 
where a large number of new 
units have been established in 
the recent past as also there 
has been large scale increase 
in capacities, the crushing per 
unit of capacity has been pro¬ 
gressively going dow'n. 

21. Incentives for New 
Units &L Expansion Projects : 
The announcement of the 
revised scheme of incentives 
for new units and expansion 
projects by the Government 
is a step in the right direction. 
However, certain new condi¬ 


tions which have been in¬ 
corporated would considerably 
reduce its efficacy. These should 
be withdrawn. While the ex¬ 
tent of incentives originally 
visualised should not be re¬ 
duced as proposed under the 
new .scheme in the high re¬ 
covery and medium recovery 
areas, the stipulation restric¬ 
ting the incentives to excess 
production attributed lo ‘ex¬ 
pansion' only must also be 
withdrawn. In any case, their 
retrospective application in 
respect of projects which have 
been taken in hard/completed 
under the provisions of the 
scheme initially announced 
would be undesirable and 
highly unjust. Expansion pro¬ 
jects involving sizeable in¬ 
vestment should be permitted 
similar incentives as allowed 
to new units in the rcstxrclive 
investment category. 




ANOTHER MILESTONE BY MSARC IN 
IMPORT SUBSTITUTION 


CHROMIUM COPPER CASTINGS 
& WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Oiscs-Rolled, heat-treated upto 650 mm In 
die and 50 mm In thickness 

9 Resistance Welding TIPS and special size components forged, hoaMreated 
and machined 

• RODS upto 65 mm in dia, rolled, heaMreated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu* 
facturers. Radiator and Allied Industries 


Please send your enquiries lo : 
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Hindusthan Development 
Corporation Pays 20 "« 

- Hindusthan Dlvi;i.ofmlni 
Corporation Limited, Calcutta, 
has reported excellent results 
for the year ending December 
31, 1980. The Board of Direc¬ 
tors have rccommcncded a 
dividend of 20 plm* cent on the 
equity capital against the pre¬ 
vious dividend of 12 per cent. 
The company is making an 
application under Section 80k 
of the Income Tax Act for ex¬ 
emption of a pt'rtion of the 
dividend from deduction of 
tax. The company has earned 
g a gross profit Rs 3.03 crores 
on a turnover of Rs 30.51 
crores against a profit of 
Rs 1.79 crores on a tunover of 
Rs 22.82 crores in the previ¬ 
ous year. After providing 
Rs 30.55 lakhs (Rs 27.20 lakhs 
for depreciation, Rs 7.03 lakhs 
(Rs 4.78 lakhs) for investment 
allowance reserve and Rs 135 
lakhs (Rs 39 lakhs) for taxation, 
there is a surplus of Rs 130 
lakhs against a Rs 113.60 
lakhs in the previous year. 
Equity dividend will absorb 
R$ 30 lakhs (Rs 18 lakhs) and 
the balance of Rs 100 lakhs 
k (Rs 95.60 lakhs) has been 
' transferred to general reserve. 

The company has manu¬ 
facturing units at Calcutta, 
Bharatpur and Haldiu and an 
international marketing divi¬ 
sion. It is setting up a new 
unit at Olpad in Surat District, 
in Gujarat, for manufacture 
of sodium cyanide and com¬ 
plex cyanides. The project is 
expected to cost around 
Rs 850 lakhs and will be the 
first of its kind in the country. 
The plant is expected to be in 
commercial production around 
June 1982. As the product is 
still wholly imported in the 
country and is based on natu¬ 
ral gati, its operations arc esti¬ 


mated (0 bring substantial 
profits to the company. 

The company will be issuing 
secured debentures with equity 
rights to existing shareholders 
and to the public. It has re¬ 
cently received the consent of 
the Controller of Capital 
Issues for issuing 75,000 
debentures of Rs 100 each, 
as a rights issue and a 
similar amount as a public 
issue. The debentures will 
carry an interest rale of 12 per 
cent and the company will pay 
an extra one per cent if it decl¬ 
ares a dividend in excess of 12 
per cent ftir the previous fin¬ 
ancial year. The company has 
declared a ilividend of 20 per 
cent for 1980 and it will be 
paying 13 per cent upon issue 
of the debentures. F'.ach de¬ 
benture holder will be entitled 
to six equity shares of the 
company by way of rights 
and offer will be made bet¬ 
ween December 31, 1981 and 
January 31, 1982. Asagains! 
the prc.scnt market price ol 
Rs 45, the equity shares will 
be offered at Rs 17.50 at a 
premium of Rs 7.50 on a 
share of Rs 10 while the issue 
of debentures and shares will 
bring in Rs 3 crores, the com¬ 
pany will be meeting the bal¬ 
ance cost of the project 
through internal generation 
and borrowed funds. 

Ambalal Sarabhai 

The public issue of 83.70 
lakh equity shares of Rs 10 
each at par by Ambalal Sara¬ 
bhai Enterprises, which will 
open on February 9, has many 
attraetJons for the prospective 
investors. Besides being eli¬ 
gible for tax benefits under 
Section 80 CC of the Income 
Tax Act, the prospective in¬ 
vestors have been assured a 
dividend of not less than 10 
per cent on a ‘pro rata’ basis 


from the allotment date. Look¬ 
ing to the progress of the com¬ 
panies which have been taken 
over by Ambalal Sarabhai 
Enterprises and the companies 
to be merged soon, the inves¬ 
tor can look forward to a 
steady return from the com¬ 
pany, with a possibility of the 
capital appreciation of liis in¬ 
vestment. He will also have 
the security of a well-establish¬ 
ed and technologically diversi¬ 
fied company, engaged in the 
fields of drugs and phannaceu- 
lical.s industrial chemicals de¬ 
tergents and toiletries, electro¬ 
nic and engineering, industrial 
packaging, industrial research 
and consultancy and exports. 

The company has an issued 
and paid-up capital of Rs 6 
crores allotted to llie former 
shareholders of the companies 
in the Sarabhai Group taken 
over by the company. The 
present issue of 90 lakh equity 
shares of Rs 10 each at par of 
which 4.50 lakhs shares have 
been reserved for olTer to the 
directors and employees and 
1.80 lakh shares for offer to 
besincss associates. 

According to Mr K.J. Niva- 
tia, Exccilivc Vice-chaiiman. 
the operating results of the 
company together with S G. 
C'hcmicals and Pharmaceuticals 
which is being merged with 
the company with effect from 
April I, 1979, have been quite 
satisfactoy. For the year 
ended June, 1980, the turnover 
has amounted to Rs 189.42 
crores yielding a gross profit 
of Rs 4.64 crores. Against 
the paid up capital of Rs 6 
crores the company had a 
total reserves of Rs 41.14 
crores including capital reser¬ 
ves on revaluation of assets of 
Rs 26.55 crores. 

Zenith Steel Pipes 

Zenith Steel Pipes and Indu¬ 
stries has shown *^ncouraging 
performance for the half ye ir 
ended October 31, 1980. Its 
sales during the first half of the 
current year have amounted 
to Rs 28.20 crorc against 
Rs 18.18 crorc in the corres¬ 
ponding period of last year. 
Its gross profits has amounted 
to Rs 1.61 crorc against 


Rs 1.11 crore. The company 
earned a gross profit of 
Rs 2.40 crorc on sales of 
Rs 40.17 crorc for the whole 
year ended April 30, 1980. 

The working of the com¬ 
pany’s chemical plant at Tara- 
pui has improved and u break¬ 
through has been achieved in 
the export of its product. 

With the diversification 
programme and the con¬ 
tinued health of export 
markets for pipes, the com¬ 
pany's future can be viewed 
with optimism, the manage^ 
ment states. 

El Forge Limited 

LI Forge Limited has anno¬ 
unced a higher equity divided 
of 15 per ceint for the year en¬ 
ded July 31. I98lh against 
12.5 percent paid previously. 
The turnover was higher at 
Rs 293 crorc against Rs 2.22 
crorc. However the net pro¬ 
fit before depreciation and 
taxation declined to Rs 21.70 
lakh from Rs 25.12 lakh. De¬ 
preciation claims a higher 
amount of Rs 3.59 lakh 
(Rs 2.76 lakh). Investment 
allowance, gets(Rs 2.56 lakh 
(Rs 28.183). Amount set 
aside for taxation is (Rs 8.29 
lakh (nil). Iransferto reserve 
is Rs 6 lakh (Rs 16 lakh). 

Gujarat Narmada Fertilizer 

Mr S.J. Coelho, Managing 
Director of the Gujarat Nar¬ 
mada Valley f ertiliser Com¬ 
pany, which IS setting up a 
giant plant at Broach at a cost 
of Rs 445 crore, told newsmen 
recently that the company 
would enter the capital market 
in April or May with the 
public issue of the company’s 
shares wt>rth Rs 4k6l crore. 
The C ontroller of the C^apital 
Issues has already accorded 
the necessary consent. This 
is largest single public i.ssue 
in this country. 

Of these equity shares of 
Rs 10 value, shares worth 
Rs 15 crorc would be given to 
noTi-rcs’dent overseas Indians 
in foreign countries and 
others in the oil exporting 
developing counliics on a pre¬ 
ferential basis. Another bulk 
of shares worth Rs 5 crorc 
would be directly .sold to in- 
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an issue Rs 36 lukhs in equity 
fund preference shares. 

The company has already 
started commercial produc- 
lion of paper from November 
1980, The second stage 
comprising a rag pulping 
it is expected to be com¬ 
peted by the end of March 

Promoted by Vidarbha Paper 
nils and its Managing Dirco 
jr. Ml R.G. Agarwal and 
others, the company's Rs 90 
ash project is situated at 
Sihora villiige near Kanhan, 
about 20 kilometers from 
Nagpur. The registered eapa* 
city IS 2,500 tonnes of printing 
and writing paper, per annum. 
J'hc company will consider 
increasing its capacity at a 
later stage 

According to Mr R.Cj. 
Agarwal, the turnover in the 
seven-month period ending 
May, 1981 is estimated at Rs 
/>0 lakhs with 50 per cent capa- 
^city utilisation. It is expected 
to rise to Rs 1.5 crorcs with 
capacity utilisation of 70 per 
cent during 1981-82 and fur¬ 
ther to Rs 1.9 crorcs with a 
capacity utilisation of 85 pci 
cent during 1982-8.3. He 
has said the management 
expects that the company 
should be able to declare a 
maiden dividend for 1982-83. 
Vidarbha Paper Mills under 
the same management has re¬ 
corded encouraging progress 
in the past decade and had 
maintained the di\idcnd of 12 
percent for (he year ending 
June 1980. The per tonne 
capital cost of the new ceun- 
pany’s project is much smaller 
than that for some other re¬ 
cent mini paper mills with 
annual capacity of around 
10,000 tonnes. 

Lipton-India 

Ir R. Bahadur, ('hairman 
of Upton India, has told share¬ 
holders that the aftermath of 
the five-month strike which 
ended in September 1979, has 
created problems for the com¬ 
pany from which the company 
will take a long time to revo- 
ver. One of the crippling ef¬ 
fects has been that it eroded 


the substances of the company 
to an extent where its ability 
to invest has been impaired. 
In view of the factors beyond 
the control of the management, 
the current year has begun 
very badly and a trading loss 
has been incurred in the first 
few niontns of the year. The 
trend still continues to be 
adverse, although some signs 
of recovery arc now begining 


Sir, while reviewing The 
(?altle I’conomy of India by 
V.M. Dandekar in Eastern 
Econnniist ( January 2 1981), 
Acadcmicus devotes a great 
deal of space to my introduc¬ 
tion to the book though the 
five articles by Professor V.M. 
Dandekar constitute its main 
text. I have no complaint to 
make on this score. What sur¬ 
prised me was the tone iif the 
review and the kind of non- 
argument that Acadcmicus 
olFcrs while seeking to demo- 
li.sh the textual and empirical 
evidence adduced in my intro¬ 
duction and in Professor Dan- 
dekar's articles against the 
moral, political or economic 
wi.sdom of a total ban on eow- 
slaiightcr. One cannot rebut a 
statement which is almost en¬ 
tirely an expression of dis.igrce- 
nienl without any rational 
argument or factual evidence 
to support it. I'or example, 
all that Acadcmicus does by 
way of conimenling on my 
Introduction is to quote pro¬ 
fusely from it and otter passing 
comments, including a few 
snide remarks, on my state¬ 
ments without even seeking to 
disprove any of them. 

The only point that Acadc- 
niicus makes in this context is 
to indicate what he means by 
‘ nationalism, democracy and 
socio economic progress”. The 
last of these three points is 
dealt with by Professor Dande¬ 
kar, who offers a rigorous, 
sometimes even mathematical 
argument in support of his 
stand on the question of .i 
total ban on cow-slaughiei. 
My introduction deals with the 
non-cconomic aspects of the 
question and it is in this res- 


to appear. He feels that the 
improvement in the remaining 
part of the current year ending 
June 1981 may be insufficient 
to olTsol the poor start. 

The management has of 
course made a number of 
changes in its operating me¬ 
thods in order to improve per¬ 
formance. The introduction 
of a new system of distribution 


peel that what Acadcmicus 
says about nationalism and 
democracy is significant. 1 
shall only deal with this part 
of his observations. 

Commenting on rny position 
that a majority has no right to 
force its views on any minority 
except in the public interest, 
Acadcmicus says : “It needs 
to be stressed in the interest 
of Indian nationalism, demo¬ 
cracy and socio-economic pro¬ 
gress that it behoves on (v/r) 
every minority to respect the 
views of the majority and 
change its value-system, be¬ 
liefs and mode of life to be in 
tune with the mainstream of 
national life. If this is not 
accepted in a country like India 
where there are diverse reli¬ 
gions, linguistics, caste and 
sub-caste groups Lind hund¬ 
reds of tribal and sub-tribal 
communities, we might as well 
say goodye to Indian nationa¬ 
lism, democracy and socio¬ 
economic progress," 

In other words, Acadcmicus 
demands that non-Hindu mino¬ 
rities should accept ‘‘the value- 
system, beliefs and mode of 
life’’ of the Hindus. Obviously, 
if he had his way he would 
launch a campaign with the 
full backing of the State to 
convert all non-Hindu citizens 
of India to his brand of Hindu¬ 
ism, of course, without insist¬ 
ing on their calling themselves 
Hindu. Bui he docs not rea¬ 
lize where his logic of maiority 
rule would lead. For instance, 
applied on the basis of caste, 
as it is done in some parts of 
the country, it would require 
all Brahmins to subordinate 
their “value-system, beliefs and 
mode of life" to those of the 


has strengthened the selling 
ability of the company and the 
results where it has been imple¬ 
mented, are significantly better 
than where it has yet to be. 
The company has been able to 
affect some dispersal of its 
packaging activities primarily 
with the help of four small 
scale packaging units stratgi- 
cally located near the market 
place. 

non-Brahmin majority. I won¬ 
der whether Acadcmicus would 
approve of this. 

Democracy is not merely 
maionty rule. Majority rule 
is only a working arrangement 
since every group or organi¬ 
zation. including the State, 
has to take working decisions 
on issues which would not 
brook indefinite delay in the 
quest for unanimity. But the 
law of majority rule gains its 
moral sanction not from the 
fact that it is approved by a 
majority but and this is the 
crux of the questiiin -from the 
laet that it is in conformity 
with certain basic values to 
which everyone subscribes. Se-! 
cond, since human understand-; 
mg IS, by definition, limited* 
and apt to be in error, every; 
rnajorily decision should be; 
capable of being reversed ini 
the light of further experience.) 
Unless majority rule satisfies* 
these two conditions, it lacks 
moral sanction and even a single ; 
individual has a right to defy it. 

Acadcmicus apparently does 
not accept these limitations 
on majority decisions. Logi-| 
eally, therefore, he stands for' 
•‘might is right" and should!} 
not complain if a Government^ 
with a massive popular man-^ 
date decides to take away thej 
film lament al rights of thej 
citizen. If this indeed is the* 
position that Acadcmicus holds, 
i can only plead my inability* 
to have a dialogue with him. I 

Dialogue or no dialogue, but! 
I may correct an act of care- ; 
lessness on the part of Acadc-* 
miens. He says that the price ^ 
t)f The Cattle hconomy of* 
India is not given. This is 
wrong- the price, Rs 12, is 
printed on cover page four of 
the book. 

Jan. 20, 1981, Yours faithfully- 
A. B. Shah. 
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dividual farmers in different 
States in the country. 

Mr Coelho said that the 
project work was going strictly 
according to schedule. Ac¬ 
cording to the projections, the 
fuel oil could be fed to the 
plant 111 April or May and the 
commercial production could 
oommence in June, I9SI. 

^ Mr Coelho said if the Guja¬ 
rat State b’cTtiliser company’s 
* application for the tetter of in- 
> tent to set up the gas based ferti- 
i liscr unit, at a cost of Rs 400 
I crore was conceded the project 
could also be implemented. 

The Government ol Gujarat 
and GSSC' have jofiitly pro- 
' moted this company having 
I equity participation of 26 per 
t cent and 25 per cent rcspec- 
j tively. The balance 49 per 
cent capital will come from 
public issue. 

I 

. Multitech International 

Multitech international, 
which is entering the capital 
market with a public issue of 
750,( 00 equity shares of 
Rs 10 each on l ebruary 4 to 
raise a part of Rs 4.30 
crore capital outlay on its 
project for the manufacture 
of superphosphates and sul- 
. pburic acid, expects to derive 
I a very significant locational 
I advantage. This is because 
f its plant at Dharulicra in 
Haryana will be the first pro¬ 
ducer of phosphatic fertilisers 
in that region and will natu¬ 
rally be able to find a ready 
market for its products in 
northern India which has to 
get almost all of its annual 
requirements of more than a 
million tonnes from distant 
sources. 

The company, whicli has 
been licensed to manufacture 
annually 66.000 tonnes of 
single super phosphate and 
33,000 tonnes of sulphuric 
acid, is scheduled to commence 
production from May 1981 
onwards. Compared with the 
estimated break even point of 
about 60 per cent, the manage¬ 
ment hopes to be able to reach 
almost 80 per cent of the 
production capacity in the 
I first year and achieve the rated 
production in the following 
year. Although the present 
^ power position in Haryana is 


good, the company has pre¬ 
pared itself for a possible 
power cut in future by instal¬ 
ling its own generators which 
can, if necessary, supply 70 
per cent of the needed power. 

The company does not anti¬ 
cipate any problems in con¬ 
nection with the supply of 
major raw materials like sul¬ 


phur and rock phosphate as 
the Government is expected to 
maintain the availability 
throught imports in national 
interest. The turnover for the 
first full year of production is 
expected to amount to about 
Rs 5 crores and at full capa¬ 
city to Rs 6.50 crore and the 
margin of profit will be 


around 15 per cent according 
to Mr J.H. Dalmia, the chief- 
promoter and a director of the 
company. 

Jayakwadi Paper 

Jayakwadi Pulp and Paper 
Mills entered the capital mar¬ 
ket on January 20, 1981 with 
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THE GWALIOR RAYON SILK MFG. 
(WVG.) CO. LTD. 

ENGINEERING & DEVELOPMENT DIVISION 

P. O. BIRLAGRAM-456331, NA6DA 


Pioneer manufacturers of complete range of equipment required for 
viscose staple fibre and filament plant, mainly consisting of -slurry 
mixer, homogenizer, slurry press, alkali cellulose ageing drum, xanthator, 
dissolver, staple fibre and filament spinning machines, after treatment 
machine, dryer, staple fibre baling machine, electro-thermic carbon-bi¬ 
sulphide plant, contact sulphuric acid plant, condensers & chillers for 
refrigeration plant, tube and shell type heat exchangers of mild steel, 
stainless steel F.R.P. and graphite construction, rubber-lined rollers & 
vessels required in chemical plants, F.R.P. exhaust fans, valves, pumps 
and ducting etc. 

The company has exported sophisticated rayon plant machinery for 
the first time to South Korea and Thailand. We received M.C.M.A. 
Award for Export of Technology’ for 1976 in recognition of export of 
a developed technology for the manufacture of viscose staple fibre. 
'Award for Export Excellence' for 1975-76 has also been conferred by 
Engineering Export Promotion Council for outstanding performance in 
exporting man<made fibre plant and rayon machinery. 
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The company is also supplying machinery & equipment to Messrs 
Century Rayon for 20000 tonnes per annum capacity rayon grade 
pulp plant. 
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Agr 9 ecl that numbers 
ere impressive, but that is not all^ 

BEIVll. asked its Ad Agency to 
emphasize its goal of establishing 
engineering capabilities fpr 
meeting the growing and exacting 
demands of its earthmovers^ 
rail^coaches and trailers through:- 

9 increased production with 
scientific production and 
management techniques 
• effective marketing through 
the wide net-work of its offices all 
over the country 
• effective spare parts support 
with the help of a computerised, 
processing system^ 
• constant training for both BEML 
staff and its customers. 

Talk about repeat orders from 
home and abroad. They are 
the bast proof of the confidence a 
customer has in our product. 
Lastly, don't forget that BEML 
is not sailing iust equipment but 
selling performance. 

BHARAT 

EARTH MOVERS 
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1^ki5 

January 28 

Pumping of crude oil from the tipper 
Assam oilfields to Bihar's Barauni re¬ 
finery was resumed by employees of Oil 
India Ltd. 

January 29 

The price of gold plunged below SSOO 
an ounce in London, its lowest for nine 
months. 

Indian Airlines announced that the fuel 
surcharge on all domestic fares of Rs 350 
and above will be increased by 5 
per cent. 

India and Mexico signed two prog¬ 
rammes of cooperation in science and 
technology and in food technology and 
agricultural research. 


Texas banks to freeze Iranian assets 
worth $17.3 million. 

The West Bengal Government proposes 
to start Fl bank of its own from April 
this year according to the Finance Minis- 
ter, Mr Ashok Mitra. 

February 1 

The Government has assumed powers^ 
by an ordinance. lo streamline the wage 
structure of the Life Insurance Corpora¬ 
tion and to revise service conditions of 
ils employees and agents with retros¬ 
pective effect from June 30, 1979. 

The United Arab Emirates (UAE) Is 

raising its oil price by three dollars a 
barrel under a pricing formula agreed to 
by OPEC countries last December. 

The French Government announced 

that it has delivered a consignment of 
Mirage F-1 jet lighters to Iraq. 

February 2 

Mr N. Sanjiva Reddy formally an¬ 
nounced that this would be his last term 
after the completion of which he would 
retire from politics. 

The Union Government floated two 

new loans totalling Rs 480 crorcs. These 
loans would fetch Rs 528 crores (with 
the right to retain subscription in excess 
of 10 per cent of the noliiied amount) 
and the total net Government borrowings 
would amount lo Rs 2503 crorcs. 

The Reserve Bank of India upvalued 

the rupee by 0.52 per cent against sterl¬ 
ing. The new middle rate is Rs 19.30 per 
pound. 

February 3 

The Supreme Court ordered **.statas 
quo” in regard to the coniroversial 
transfers of the Chief Justices of the 
Tamil Nadu and Bihar High Courts, Mr 
Justice M.M, Ismail and Mr Justice 
JC.B.N. Singh, respectively. 

The Chinese Prime Minister, Mr Zhao 
Ziyang. completed a four-day visit to 
Thailand. 

February 4 

Mrs Gro Harlem Brundtland was elcc- 
cd Norway’s first woman Prime 
Minister. 



January 30 

The real national income in 1980-81 
is expected to show a significant rise 
mainly due to better agricultural output 
and partly to improvement in industrial 
sector, according to the Currency and 
Finance Report. 

The Supreme Court admitted for hear¬ 
ing a writ petition challenging the con¬ 
stitutional validity of the Special Bearer 
Bonds Ordinance promulgated on Janu¬ 
ary 12 to unearth 'lack money. 

January 31 

OPEC Finance Ministers approved 
an interest-free loan of 30 million dollars 
to India for the second Bombay High 
project. 

A federal Judge in the US ordered six 
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The End of the Oil Bloekade 


Mrs Indira Gandhi has pulled off a major coup by breaking 
the oil blockade in Assam. On January 28, crude from the 
Assam oilfields began flowing out of the State for the first time 
in thirteen months. When the news came to Delhi, there were 
fears in both political and administrative quarters that Mrs 
Gandhi was being unwise in trying to pump out oil without 
first reaching a solution of the problem of Bangladeshi immi* 
grants. In view of past experience, it was quite legitimate to 
apprehend that any attempt to move out oil would lead to vio¬ 
lence and bloodshed. Even the authorities in Gauhati were appre¬ 
hensive, and stationed the Army at all key points to provide 
security cover. Petrol pumps were closed down in Gauhati in 
anticipation of a strike by refinery employees against pumping 
operations. But as things turned out, there was little perceptible 
resistance. No hordes descended on the pumping stations, as 
when Mrs Gandhi tried to break the blockade ten months ago. 
Assamese employees at oil installations, by and large, coopera¬ 
ted wiih the authorities for the first time in a year. 

No doubt these employees stipulated that they would co¬ 
operate provided no “forcible” attempt was made to take oil 
out of the State. But now that the oil is moving smoothly, even 
a resurgence of the agitation may not stop the oil. The All 
Assam Students Union and All Assam Gana Sangram Parishad 
have failed dismally to mobilise the mass support they were able 
to a year ago. No longer can it be said that the students rule 
Assam; it is Mrs Gandhi who does. 

Tl:^g situation is still fraught with danger. While Assamese 
resistance has been worn down by a process of attrition, it still 
simmers below the surface. If there is no political solution of 
^the immigrant problem, the resentment may well exploile into seri- 
o^i^^^encc, seccessionist movements. There have been 50 
bomb ^l^osion^ in Assam in the last three months, many on rail¬ 
way lines. Tf Qiutorground violence is aimed at oil installations 
and pipelines; tfapjQIpw of oil could once again be interrupted, 
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quite aprrt from the political consequences. But now that the 
trump card of the students has been overtrumped by the Govern¬ 
ment, there is a much better chance of a settlement. It would be 
unwise for Mrs Gandhi to lake too stiff a stand at this juncture. 
She needs to show some flexibility in her hour of trimuph, lest 
it turn out to be a pyrrhic victory. Given the combination of 
firmness and sanity she has displayed so far, she should be able 
to drive a reasonable and honourable bargain. 

It is time to give two cheers at least for Mrs Gandhi. She has 
handled the Assam problem with sense and responsibility, and 
her strategy and timing have ultimately proved superior to those 
of the Assam students. When she came to power, she made the 
initial mistake of sending Mr Yashpal Kapoor and Dr Shankar 
Dayal Sharma as her emissaries to buy off the Assame.se agita¬ 
tors. When this predictably failed, she inducted Mr Sarin to take 
a hard line, and deployed the Army to forcibly break the oil 
blockade. The students were able to organise a massive gherao of 
the oil facilities. Faced with the choice of losing face or firing at? 
tile crowd, Mrs Gandhi wisely chose to retreat. 

She then adopted a patient policy of attrition to wear down 
Assamese indignation. It is easy to sustain indignation and 
chaos for a few months, but not very much more. No matter how 
much the Assamese may dislike the Bengali immigrants, they 
need a functioning Slate, not anarchy and shortages. To test the 
water, Mrs Gandhi ordered the flushing of old crude lying in 
the pipeline to Barauni, a limited endeavour to pump just 80,000 
tonnes. The Army was entrusted with the job in the teeth of 
Assamese opposition, including the refusal of Assamese employ¬ 
ees of Oil India to cooperate. The Army succeeded, and the 
dress rehearsal paved the way for a full performance. First of all 
the blockade on jute and plywood was broken. Then oil pump-.^ 
ing began. 

The Assam agitation has forced the country to import oil and 



^fertilisers worth Rs 1,200 crores in the last 13 months. This has chemicals. Many thousands of wagons will be released for'; 
f been a tremendous strain on the economy. Quite apart from the moving other goods. There will be a dramatic improvement in 
growing trade gap, oil companies have had to pay ten times as the balance of payments, and it will be possible to ward off 
much for imported oil as the domestic variety, seriously up- price hikes for petroleum products for quite some time to come, 
setting their finances. The additional volume of oil and fertiliser Both the jute and plywood industries will boom, and additional 
imports has put an intolerable strain on the Railways, causing gas will be available for power generation and tea gardens in 
irrational movement in the middle of a general oil shortage. If the Assam. Amidst the clouds that hover over the economy, we 
oil flow continues and peace returns to Assam, it will give a big now have a strong ray of sunshine. But this would be obscured • 
boost to the whole economy. Production will increase not only by clouds blacker than ever before if steps arc not taken im- j 
of oil and gas but of downstream products like fertilisers and mediately to find a settlement for the immigrant issue. 


Getting Tough 


It fS NOT only in Assam that Mrs Gandhi has decided to get 
tough. In the last week she has given the green signal to the 
Madhya Pradesh Government to sack 135 policemen plus three 
police union leaders. She has issued a new ordinance to regu¬ 
late the highly inflated allowances of employees of the Life 
Insurance Corporation. The anti*rcservationist stir in Gujarat 
has been bloodily combated. She has stood firm against the 
revision of agricultural prices despite farmers* agitations in 
several Stales. And locomen on an illegal strike arc being 
^ sacked without any of the usual mollycoddling. 

Toughness is not an unalloyed attribute. There are times 
and occasions when it is more statesmanlike to back down than 
crack down. But few will disagree with the hardening of Mrs 
Gandhi’s stance. The police agitation in Madhya Pradesh is 
quite scandalous, as it is an open attempt to thwart disciplinary 
action against cops guilty of assaulting a tea-stall. LIC em¬ 
ployees have been cornering the surpluses of the Corporation 
at the expense of the policy-holders, and it is high time the 
balance was redressed. Mrs Gandhi has accepted the demand 
of onion growers for a higher procurement price, as 60 paisc 
per kilo is eminently reasonable. But she has categorically 
rejected the outrageous demand for a sugar-cane price of Rs 30 
per quintal at a time when the Agricultural Prices Commission 
holds that Rs 13 per quintal is a fair price. And the striking 
locomen represent little more than a sectional group of profes¬ 
sional blackmailers. 

If there is such a spate of agitations, morchas, bandhs and 
so on today, Mrs Gandhi herself must shoulder some of the 
blame. For her first eight months in office she did little more 
than transfer various people and appoint others in their place, 
concentrating on persons rather than policies. As a result infla¬ 
tion raged unabated, a demoralised administration lost interest 
in work, and there was a general drift into anarchy. If Mrs 
Gandhi has decided now to put some backbone into her admi¬ 
nistration it is long overdue. It would appear that all the 
people to be transferred have finally been transferred, and all 
those to fill the vacated pigeon-holes have now been 
accommodated. Perhaps this has enabled Mrs Gandhi to finally 
turn her attention to the purpose for which she was elected, 
namely to govern. The drift of earlier months has resulted in 


a general atmosphere of agitation and recrimination unprece¬ 
dented in a bumper monsoon year, when prices and tempers 
usually fall. One wonders what would have happened if there 
had been a drought instead. This cannot be dismissed as a 
hypothetical question; the rain god could fail us in the years 
ahead, or even in 1981. 

Part of the discontent evident today has deep roots, and 
there are genuine grievances which merit rectification. But , 
equally we are witness to agitations which arc simply an exercise j 
in bullying. Agitators are always quick to scent a weak, vacil- j 
lating Government. It is doubtful if the Madhya Pradesh police¬ 
men would have dared to go on strike but for the fact that the * 
Bhagalpur police has done the same and got away with it. Mr \ 
Sharad Joshi has openly admitted that his farmers’ agitation ] 
has been inspired by the success of industrial trade unions who I 
arc already getting high wages (by Indian standards) but use ! 
their muscle to get still more. The locomen are militant king- J 
pins of the Railway system and doubtless feel that they can | 
match the performance of public sector workers in Bangalore | 
striking for higher wages. LIC clerks have long been social \ 
parasites, earning more than their officers or even the poficy- ( 
holders whom they arc supposed to serve. ^ 

But while applauding Mrs Gandhi’s new-found resolution I 
against professional bullies, one wonders whether she has the ij 
courage to give way where this is justified. The Gujarat agita- ^ 
tion against the reservation of posts for various backward 4 
castes highlights the need to scrap a system which has become | 
an entrenched vested interest doing more .social harm than good. | 
As if caste-wise reservation were not bad enough vve now have § 
promotions too on the basis of caste, and the .Supreme Court .|| 
has held this obnoxious custom to be constitutionally valid. J 
Up to 90 per cent of Government jobs in some States arc reser- 
ved on a caste basis, and it is hardly surprising that quality has p 
been a casualty. There is no point hoping that this kind of | 
agitation can be swept under the carpet. Resentment on this ^ 

score can only mount, and justifiably so. It would be no bad p 

thing to end all reservations in one sweep. That would save is 
Mrs Gandhi the political embarrassment of incurring the wrath 
of one caste after another if piecemeal de-reservation is rcsor- it 
ted to. e 
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^T^he poet Robert Burns would not have 
lasted long in the Indian Foreign 
Service. In his prime, the great man had 
the gumption to write: 

“Oh would some God the gift give us 
To see ourselves as others see us.” 
Such sentiments would be consi¬ 
dered outrageous in South Block, 
where the mandarins specialise in con¬ 
cocting fictitious images of India for 
foreign consumption, and then get indig- 

* nant when this ersatz product is treated 

* with the contempt it deserves. If the 
^ truth is inconvenient, their instinctive 
1 reaction is to hush it up, instead of 
^ letting publicity play its role of shaming 

the authorities into remedial action. 

^ Two weeks ago, a BBC team was prohi- 

* bited from making a TV film on the 
CBhagalpur blindings. Justifying this 

action, the External Affairs Ministry 
spokesman has been quoted saying, 
“This is not censorship. Every Govern¬ 
ment has the right to determine how the 
country will be projected abroad. Alas, 
the game is given away at once by the 
word “projected.” Apparently India is 
not to be reported on but merely pro¬ 
jected, and that too according to some 
Government formula. If the spokesman 
i thinks this docs not amount to censor- 

* fihip, he simply does not know the mcan- 
' mg of the word, and can perhaps be for¬ 
given his sins on the ground of invincible 
Ignorance. 

’ This is not the first time that censor- 

* ship has been sought to be cloaked in the 
^ bogus finery of national sovereignty. 

' Governments no doubt have the right to 

determine how they will be projected 
abroad. They also have the right to 
' shoot political opponents and torture 
1 jprisoners. International law gives every 
tinp<^ dictator the sovereign right to do 
Jjj m Ijl^ Icascs within his country, but that 
tfajflpbot diminish one whit his barbarity, 
fj^fthe Externa! Affairs Ministry spokes- 
•Bn is reported to have said that 
Bere h^ been C^tQjyygh coverage about the 
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blindings and there are many other things 
to cover in India”. Who is the spokes¬ 
man to decide whether or not the cover¬ 
age is enough ? Since when is it the busi¬ 
ness of an olllcial in any free society to 
tell newspapers how much space they 
should devote to which subject ? No 
doubt the spokesman would have liked to 
ban all writing on the Watergate scandal 
after the first two weeks on the ground 
that enough had already been written. 

Nobody has dared suggest that the 
Indian press should stop writing about 
the Bhagalpur bilndings. Our reporters 
still have plenty of skeletons to d.scover 
in the Bhagalpur cupboard, such as the 
massive cover-up operation of the Bihar 
Government. The Supreme Court is still 
in the process of hearing cases in connec¬ 
tion with blindings. The topic will conti¬ 
nue to be in the Indian press for a long 
time to come. How then can it be deemed 
unlit matter for the foreign media ? 

^T^his is not an isolated example of our 
■*" concern with imagemanship. When the 
Moradabad riots broke out last year, a 
photographer took several snaps of pigs 
rummaging among the dead bodies of 
riot victims. The Government banned 
these photographs from publication in 
the Indian press as it would offend 
Muslim sentiment and spark off further 
riots. Given the delicate situation, not 
even many journalists could fault the 
Government. But there was not the sligh¬ 
test justification for extending the photo¬ 
graphic ban to foreign papers. It could 
not, by any stretch of imagination, be ar¬ 
gued that photographs in The Times of 
London would generate fresh riots in India. 

The latest news is that three documen¬ 
tary films, made by reputed Indian direc¬ 
tors (and not the wicked BBC) have been 
banned for screening abroad. “Arrival”, 
directed by Mani Kaul, deals with the 
treatment of villagers migrating to cities. 
“They call me Chamar” is about the 
marriage of a Brahmin to a Harijan girl, 
and the social suffering they have to 


suffer in consequence of their mixed 
marriage. ‘Tnsult to Civilisation” is a 
commentary on pollution. There is 
nothing particularly new or earth-shaking 
about these themes. They deal with tra¬ 
gic situations that have long existed in > 
our country (and others) and will con¬ 
tinue to exist for a long time to come. 
What earlhly purpose is served by ban¬ 
ning the export of these films? 

■pERrups the Government has been in- 
fiuenced by Mrs Nargis Dutt’s criti¬ 
cism that Satyajit Ray's films show too 
much of Indian poverty. Apparently 
such films are grossly misleading, and 
foreign audiences should really be told 
the truth about India as exemplified in 
Amitabh Bachchan's acrobatics, Hemu ^ 
Malini's simperings, AsranTs antics and 
Amjad Khan’s villainies. Doubtless the 
External Affairs Ministry will soon rule 
that all BBC TV crews wanting to cap¬ 
ture India on film should go to film 
studios in Bombay and Madras to learn 
the truth about the country. Dharmendra 
and Jeetendra will be appointed assistant 
spokesmen in the Externa] Affairs Minis¬ 
try, to explain to nosey foreign journa¬ 
lists that in India good always triumphs 
over evil provided you wait till about the 
22nd reel. Jaya Bhaduri should be asked 
to convince newsmen that Indian girls are 
virtuous virgins clad in white saris, while 
Zeenat Aman can be produced on other 
occasions to prove that Indian women 
are totally liberated. Laxmikant and 
Pyarelal will explain that all Indian boys 
and girls burst into song at intervals of 
roughly twenty minutes, accompanied by 
75-piece orchestras. Shetty will arrange 
for fist-fights every seventeen minutes. 
Manmohan will attempt to rape a woman 
every seventy minutes, but will be thwart¬ 
ed by the arrival of Pran in the guise of 
a policeman. As our External Affairs 
Ministry spokesman has already said, 
there are many other things to cover in 
India apart from the blindings. 

—Swamlnathan S. Aiyar 
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FEBRUARY 6, 1984^ 


The Credit Crunch 


The Chore Cvmmitti t ’.s rccammendations on working capital have sparked 
off (( controversy^ ond tiure hes bcLn much hcarhburtiing in industrial circles. We 
present here two articles highlighting the opposing points of view, Jhe fir>t^ by 
our Bombay correspond, nt., Mr T.T. Vijayaraghavtuu emphasises the importance 
of paying as mii<h ot tent ion to the cash mamgement problems of banks as of in¬ 
dustries, The secomU by Mr C.K, Hazari^ claims that the new working capital 
norms will tat away as much as five ycars^ ccjuivalent of n tciincd profits, so that 
there will he numive drop in interned funds available for fresh investment. 


Some Major Issues 

T. T. Vijayaraghavan 


The rfeort of the woiking group ap¬ 
pointed by the Reserve Bank to review 
the system of cash credit (Mr K.B. Chore, 
Chairman) has been accepted by the Bank 
with certain modilicafions. The working 
group was constituted in March 1979 to 
review the operation of the cash credit 
system in recent years, particularly with 
reference to the gap between sanctioned 
credit limits and the extent of their utili¬ 
sation. In the light of the review, the 
group had been asked to suggest modifi¬ 
cations in the system more amenable to 
rational management of funds by com¬ 
mercial banks and/or alternative types of 
credit facilities, which should ensure 
greater credit discipline and also enable 
banks to relate credit limits to increase 
in output or other productive activities. 

The group in its report considered that 
the advantages of the existing system of 
extending credit by a combination of the 
' three types of lending viz, cash credit, 
loan and bill should be retained. At the 
same time it is necessary to give some 
directional changes to ensure that where- 
’ ever possible the use of cash credit would 
, be supplanted by loans and bills. 

\ Financing Pattern 

* Another major recommendation of the 
lurking group relates to the pattern of 
I 4P»ncing. Jn order fo ensure that the 
I borrowers enhance their contributions to 
' working capital and to improve their cur¬ 
rent ratio, it is necessary to place them 
under the second method of lending re¬ 
commended by the Taiidon Committee 
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which would give a minimum current 
ratio of 133 : 1. As many of the borro¬ 
wers may not be in a position to work 
under the second method of lending, the 
excess borrowing should be segregated 
and treated as working capital term loan 
which should be repayable on instalments. 
To induce the borrowers to repay this 
loan, it should be charged a higher rate 
of interest. For the present, the group 
recommends that the additional interest 
may be fixed at two per cent per annum 
over the rate applicable on the relative 
cash credit limits. This procedure should 
be made compulsory for all borrowers 
(except sick units) having aggregate work¬ 
ing capital limits of Rs 10 lakhs and over. 

Penalty Clause 

The group has also recommended that 
the borrower should be asked to give his 
quarterly requirements of funds before 
the commencement of the quarter on the 
basis of his budget the actual requirement 
being within the sanctioned limit for the 
particular peak level non-peak level pe¬ 
riods. Drawings less than or in excess of 
the operative limit so fixed (with a tole¬ 
rance of 10 per cent either way) but not 
exceeding the sanctioned limit would be 
subject to a penalty to be iixed by the 
Reserve Bank from time to time. For the 
time being, the penally may be fixed at 
two per cent per annum. 

The working group has felt that a stage 
has come to enforce the use of drawee 
bills in the lending systems by making it 
compulsory for banks to extend at least 
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50 per cent of the cash credit limit against 
raw materials to manufacturing units 
whether in the public or private sector by 
way of drawee bills. To start w ith this 
discipline should be confined to borro¬ 
wers having aggregate working capital 
limits of Rs 50 lakhs and above fiom the 
banking system. 

In order to encourage the bill system of 
financing and to facilitate call money ope- , 
ratings, thegioup has recommended set¬ 
ting up an autonomous financial institu¬ 
tion on the lines of the Discount Houses 
in the UK. 

Disappointing Report 

There is nothing in all these recommen¬ 
dations to show that the group has faced 
the principal tasks placed before it squa¬ 
rely. While the group has suggested ihe 
increased use of bill finance in the place 
of cash credit for the procurement of raw 
materials—undoubted!) a salutary mea¬ 
sure it has failed to tackle the funda¬ 
mental problem of ensuring greater credit 
discipline among the banks. To this 
extent the report is undoubtedly disap¬ 
pointing. 

The Reserve Bank, while accepting the 
main recommendation of continuing the 
cash credit system of lending, has rejected 
the recommendation pertaining to the 
fixation of operative limits for each quar¬ 
ter and in case of non-compliance levying 
a penal interest of two per cent. However 
following from this rccommentlation, the 
RBI has emphasised the need for timely 
submission of quartely reports by borro¬ 
wers indicating their operative limits for 
the ensuing quarter. Ex ess or under 
utilisation of the operative limit beyond 
the tolerance level should be considered 
as an irregularity in the account, indica¬ 
tive of defective planning by the borrower 
and the banks should initiate necessary 
corrective steps, in concert with the bor¬ 
rowers, to prevent the recurrence of such 
irregularities in future. 

The Reserve Bank has also accepted the 
recommendation to introduce the second 
method of lending as per the Tandon 
Committee financing norms. However 





the Bank has fixed a time limit of five 
^^ears for repayment of the working capi- 
' tal term loan while at the same time ignor¬ 
ing the group’s suggestion to charge a 
higher rate of interest in respect of such 
loans in order to expedite early repay¬ 
ment. The press release of RBI is, how¬ 
ever, silent on the setting up of Discount 
Houses on the lines of the UK. 

Neither in the main recommendations of 
the Chore working group nor in the modi¬ 
fications made by RBI, is there anything 
to warrant the inference that further res- 
trictions on bank credit have been impo¬ 
sed. It is, therefore, surprising to see the 
sharp reaction of the spokesmen of the 
industry to the Chore report. I'or instance 
the President of I'JCCl has said that the 
implementation of the Chore Committee’s 
restrictive credit policies will only prevent 
the country from achieving a higher pro¬ 
duction by shrinking the flow of funds 
from the banking to the industrial sector. 
He also feels that ever since the finalisa¬ 
tion of the Tandon report, the industry 
I has been subject to severe curbs. Banks 
have insisted on enforcing the suggestions 
to the letter and this has had an adverse 
impact on production. The needs of 
finance, he has elaborated, depends on a 
variety of factors like variations in inven¬ 
tories caused by irregularity in supplies 
by the state trading organisations, uncer¬ 
tainties in export and import shipments, 
fluctuations in the production of essential 
raw materials and periodic price increases. 

Deviation from Norms 

In this context, it is pertinent to refer 
I to the Tandon Committee report. It says, 
“Norms cannot be absolute or rigid. 
Allowance will have to be made for some 
flexibility under circumstances justifying 
a need for reexamination; thus deviations 
from the norms may be visualised under 
the following circumstances : 

—bunched receipt of raw materials in¬ 
cluding imports; 

—power cuts, strikes and other un¬ 
avoidable interruptions in the process of 
production; 

—transport delays and bottlenecks; and 

—accumulation of goods due to non¬ 
availability of shipping space for exports 
or other disruption in sales.” 


It is, therefore, clear that the Tandon 
Committee has taken into account, while 
fixing the norms, the several factors poin¬ 
ted out by the President of FICCT except 
price increases. In the case of price in¬ 
creases however, RBI has taken the view 
that finanv^ing periodic price increases 
would only aggravate the inflationary 
tendencies and speculation of such com¬ 
modities. The sharp reaction of indus¬ 
try spokesman, therefore, seems unwar¬ 
ranted. 

Real Issue 

The real issue is whether the cash credit 
system is suitable for an effective credit 
planning by the banks and also simulta¬ 
neously impose credit discipline on the 
borrowers. Looking objectively at both 
the systems of (ending -cash credit versus 
loan—the latter seems to have several 
advantages v/.v a vis the former. The 
problem of imbalance in the demand and 
supply of funds by the commercial banks 
is mainly accentuated by the manner in 
which the banks extend credit under the 
present cash credit system of lending 
where the bankers sanction a maximum 
limit within which the borrowers can draw 
at his will. 

The Tandon Committee pertinently 
observed: ‘Under this procedure the 
level of advances in a bank is deter¬ 
mined not by how much the banker can 
lend at a particiilai point of time but by 
the borrowers’ decision to borrow at that 
time. When the borrowers’ need for funds 
is low the banker is faced with the prob¬ 
lem of large unuiiliscd funds and when 
the borrowers need for fund rises, the 
banker is faced with the problem of meet¬ 
ing the demand without notice. It is not 
realised widely that the total limits sanc¬ 
tioned by the banking system exceeded 
even the total deposits without taking 
into account the liquidity requirements”. 

At the end of June 1977. the deposits of 
scheduled commercial banks amounted to 
Rs 19,497 crores. As against this the- 
credit limits sanctioned amounted to 
Rs 20,396 crores. The utilisation of 
Rs 13,457 crores accounted for 66 per 
cent of the sanctions. This is precisely 
the reason for the scramble for funds at a 
time when the borrowing reaches a peak 
level especially during the busy season. 


With the tightening of refinance facilities 
by RBI the commercial banks are finding 
it increasingly difficult to maintain the 
statutory liquidity requirements. 

Under the loan system, the borrower 
would be asked to estimate the require¬ 
ments during the next year and would be 
allowed to draw the entire amount in one 
stroke, thereby ensuring the banks the 
interest for the entire period on the en¬ 
tire amount of loan. Under the cash 
credit system the interest is charged only 
to the extent drawn and this tends the 
borrowers to estimate the requirements 
in the most optimistic manner as they 
have nothing to lose by way of interest 
on the non-utilised funds. Fven the com¬ 
mitment charges that were levied on un- 
drawm funds were withdrawn consequent 
on the implementation of the Tandon, 
Committee norms. If this had been allow¬ 
ed, it would enable the banks to estimate 
their requirement of funds and find out 
ways for deployment. Alongside it would 
also make the borrowers lo be realistic 
in their assessment of their woiking capi¬ 
tal requirements. 


Major Criticism 

i' 

One major criticism on the loan system, 
however, is that it would tend to make^, 
the borrowers engage in speculative trade f* 
whenever they have excess liquidity since^® 
the cost of funds at the time is nearly^?* 
zero. But at the same time one cannot^ 
lail to see that the same thing is possible,!^’ 
even under the cash credit system excepft^^ 
that the borrower has a price to pay for‘;^ 
engaging in such speculation. It is alsoM^ 
pointed out that the borrowers would^* 
have to engage in money management?*^ 
whenever they have surplus. But the same?^ 
is the case with the banks also and quite?! 
often the banks take recourse to invest-??^ 
menls which give a return far below the 
cost of funds. The loan system woub 
make short term lending really short ter; 
since a specific repayment schedule 
fixed and agreed. Under the cash 
system though credit is supposed to bi^ 
short term, and it is normally cxtendcc^ 
for one year, it is invariably renewed an(f®l 
becomes virtually long term loan. It 
pertinent to recall here that it is by takinf ® 

into account all these consideration an/*'^ 

nt 


the weaknesses of the cash credit systeii^ 
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that the Dehejia Study Group as early this instead of diverting attention to peri- 
as in 1968 recommended the abolition of pheral matters. Till a satisfactory solu- 
cash credit system. tion is found for credit planning coramer- 

This is the real issue. It is high time cial banks would continue to follow a 
the Reserve Bank turned its attention to policy of trial and error. 

Formula lor Industrial Stagoation 

C. K. Hazari 


Dai A REGARDING funds raised through 
various sources by 415 large companies 
with a paid up capital of Rs 1 crorc and 
above (RBT report on C'urrency and 
Finance 1978-79) (a sample size more 
than adequate to be representative) during 
the years 1976-77 and 1977-78 is most in¬ 
structive. 

(Rs in crores) 



1976-77 


1977-78 % 

Retained profit 

144 

16 

152 

15 

Depreciation 

296 

34 

333 

33 

Share Capital 

32 

4 

23 

2 

Bank Borrowings 

117 

13 

83 

8 

Other Borrowings 

111 

13 

159 

16 

Others 

182 

20 

265 

26 

Total 

882 

lOI 

1015 

100 


The most remarkable feature is the 
poor percentage in respect of share capital 
raised, which reflects the rather poor pro¬ 
fitability and yields with respect to sharc- 
. Itolders’ funds. Second, the aggregate 
/amount of retained profits and deprecia- 
,^on constitute one half of total sources 
j^raised. It is against the backdrop of ob- 
[ jectives of industrialisation and related 
t; funds need and the current poor availabi- 
! Jity of external and internal funds that 
we ought to examine the controls on the 
. corporate sector in general, and invest- 
ment and working capital funds in 
I particular. 

1.' Control on establishment of manufac- 
[j||fing units by way of industrial licensing 
KjRd provisions of the MRTP Act is pri- 
Llpary to regulating the growth of the so 
y^qilled large businesses—large if parochial 
Ip^iiational comparisons are made and very 
if Hfoader international compari- 
jpons are ma^> 

Control on availability of funds to 

EASTERN ECONOMIST 


these businesses is a secondary, and to 
that extent therefore, unnecessary, con¬ 
trol mechanism. 

The Government have restricted the 
availability of funds through all channels, 
especially for the medium and large pri¬ 
vate sector. Long term funds availability 
is controlled by: 

(i) Keeping the stock exchange acti¬ 
vity dormant. High interest rates offer¬ 
ed by the banks, availability of tax con¬ 
cessions to Government controlled saving 
avenues and a history of restrictions on 
dividend distribution have made raising 
of resources through the share market very 
difficult ; and 

(ii) Stipulating that the other sources— 
term funds from Government owned or 
Government controlled financial institu¬ 
tions be greatly restricted by insisting 
upon maintenance of a low debt equity 
ratio. 

Access to short term funds is restricted 
by way of : 

(i) Institution of norms on availability 
of bank credit coupled with frequent and 
ongoing cuts to ensure further reductions; 

(ii) Limitations on raising of deposits 
from the public through a 25 per cent 
linkage to net worth (another debt equity 
ratio), disallowance of 15 per cent of 
interest payable under income lax provi¬ 
sions and marshalling of 10 per cent of 
short term deposits in the form of speci¬ 
fied low earning securities. These mea¬ 
sures limit the availability as well as raise 
the effective interest cost dramatically ; 

(iii) Limitation on suppliers credit 
through overall restrictions on credit. The 
only exceptions being the suppliers who 
have not fallen within the Tandon Com¬ 
mittee method of lending—small borrowers 
who are not presently being subjected to 
application of norms ; and 
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(iv) Raising the bank interest rates on 
advances to abnormally high rates; thc'^ 
current rate of interest is 18.5 per cent 
per annum, and levied quarterly. 

Broad and comprehensive assessment 
of the latest Government posture as re¬ 
gards deployment of bank deposits by 
way of advances can be made from the 
announcements made from lime to time, 
data on sectoral deployment of credit 
(Appendix). 


Major Areas 

While important in themselves, issues 
pertaining to, (a) lengthy and cumber¬ 
some credit asse.ssment procedures, and 
(b) disparate service charges, (c) poor 
services and working efficiency of banks, 
(d) high margins on stocks as regards 
computation of drawing power etc must 
be kept aside in order to achieve sharpness 
of focus on two major areas, name¬ 
ly (i) Quantum of bank credit ; and 
(ii) The cost of credit. 

Quantum of Funds ; At the aggregate 
level, the proportion of deposits advanc¬ 
ed to the borrowers has continuously dec¬ 
lined. The credit/deposit ratio fell gra¬ 
dually from 77.8 per cent on June 25, 
1976 to 68.25 per cent on June 27, 1980 
indicating thereby that additional 9.5 per 
cent of deposits were removed from the 
reach of borrowers. 

Data on sectoral deployment of credit 
indicates that the share of the priority 
sector (agricultute, small-scale industries, 
transport operators, professionals/self 
employed persons and retail tradc/small 
business) ro.se from 31.7 per cent in March 
1978 to 33.8 per cent in March 1979 and 
further to 35.2 per cent in March 1980. 
During the periods, the share of the 
medium and large industry declined from 
47.3 per cent to 45.0 per cent to a still 
lower 43.6 per cent. The growing diver¬ 
sion of funds to the priority sector will, 
of course, be at the cost of the medium 
and large industry and within it at the 
cost of the piivatc sector as the public 
sector is unlikely to be kept short of 
funds. It is important to bear in mind, 
in this context, that the banks have been 
instructed to reach the target of 40 per 
cent share for the priority sector by the 
year 1985. Whose pie the additional five 



per cent will be cut from is not clearly 
^ staled in the Chore Committee report. 

'Reducing over-dependenee on bank bor¬ 
rowings : At the same time, the Group 
has felt the need for reducing the over¬ 
dependence of the medium and large 
borrowers- both in the public and 
private sectors—on bank finance for their 
production/trading purposes. There has 
been hitherto a belief among the banking 
and industrial circles tliat it is the res¬ 
ponsibility of the commercial banks to 
provide at all times the entire working 
.. capital requirements of the industrial sec¬ 
tor. Consistent with this belief, it has 
been hitherto taken for granted that the 
surplus cash generation of a unit should 
be available for its expansion, although 
there arc term lending institutions to 
provide for such capital expansion pro¬ 
grammes. Whatever might be the justi¬ 
fication for such a belief in the past, 
there is need for serious rethinking on 
the subject in the present context. Out 
of the additional deposits of every 
Rs 100 that accrue to the banking system 
i roughly only about one-fourth of the 
additional deposits would be available at 


present to the medium and large scale 
industrial sector as well as trade. Thus, 
with the limited availability of resources 
for these sectors, the weaker and the 
new units in these sectors are likely to 
be neglected, as the banks would be 
more concerned with the needs of their 
existing units, particularly the stronger 
ones. 

“An equitable distribution of the 
scarce resources under the present day 
circumstances would be possible only if 
the available scarce funds are utilised for 
genuine short-term requirements of this 
sector. So, the net surplus cash gene¬ 
ration of an established industrial unit 
should be utilised partly atlcast for re¬ 
ducing borrowing for working capital 
purposes. This principle should also 
apply to the trading sector. In other 
words, the established units should not 
divert their cash generation exclusively 
for expansion purposes which should 
legitimately be linanced by promoters’ 
own funds by way of deposisls or issue 
of share capital or debentures and insti¬ 
tutional agencies. A question that can 
arise in this context is whether the in¬ 


sistence on the use of cash generatioiia ^ 
for reducing working capital borrowings ; ■ 
thus precluding their use for capital 
pansion purposes, would not curb 
dustrial growth. Inasmuch as this re^;: 
duces the reliance on bank resources by 
some of the borrowers and releases funds { 
which could be lent to others for pro- 
ductivc purposes, this argument would .j 
not hold good. It would on the other 
hand check the potential of the stronger, 
and larger houses to expand. This ob^ « 
ject is consistent with the Government's ' 
policy of curbing the growth of mono- ' 
poly houses and dispersing bank credit; 
among a wider section of borrowers.” ' 

There are two critical and fallacious 
assumptions in the paras quoted above* 
It assumes that the funds to be raised as . 
share capital, debentures on term loans , 
for financing of long term assets will not 
result in a reduction in the banking 
system's deposits i.e. the necessary funds 
will come from ‘cash under the pillows* 
or the unorganised money market. In 
as much as individual/bodies which subs¬ 
cribe to such isseues keep their funds with 



llhe banking system, such funds will come 
it. 

More importantly, the Chore Com- 
t hiittee Report, assumes that term funds 
\in the form of share capital, debentures 
etc can be raised by the preponderant 
part of the corporate population. Besides 
' the well known and often quoted issues 
relating to term dcbl/net worth, promo- 
iters contribution and cumbersome legal 
' formalities which restrict the size of debt 
nWat can be raised from the financial in- 

* atitutions* there is the poor profitability 
f'Hof the private corporate sector and re- 

* ihiUing low yield to investors, on the 

* average, to consider. 

This is amply borne by data published 
by the Reserve Bank of India in its Re¬ 
port on Currency and Finance 1978-79. 

* Profits after tax as percentage of net 

* worth for 415 large companies (statisti- 

Vcally a more than adequate sample si/e) 
f for the years 1975-76, 1976-77 and 

1 1977-78 was 9.9, 9.8 and 9.7 respectively. 
1 For the same set of companies, dividends 
1 as a percentage of net worth were 5.1,5.4 
1 and 5,4 respectively. 

, For a larger sample of 1650 companies 
^ for the years 1970-71, 1973-74, 1974-75 
and 1975-76, profits after tax as percen- 
; tage of net worth were 11.7, 11.7, 13.7 
and 8.2 respectively. For the same 
juunple, dividends as percentage of net 
'ivorth were 5.4,4.7, 4.1 and 4.7 respec- 
; tively. 


I 


Sharp Variations 


While the above quoted average ra¬ 
tios hide sharp variations, and indeed 
’ll i we are all aware of enterprises with 
'^tnuch superior returns and payments on 
, act worth, the unavoidab'e conclusion is 
that the majority of firms arc not profi¬ 
table enough to raise term funds in the 
tbrm of shares, convertible debentures 
etc. Thus we may observe that if bank 
^ funds arc to be denied to the corporate 
I ffector, it will necessarily amount to lea- 
I ving the preponderant part of it without 
leecoursc to any other source. We may 
llalso conclude that, for the very small 
lumber of enterprises that perform well 
and that, if forced to, are able to raise 
[5frrm Ijinds and release internal genera- 
w;lion for financing working capital, the 


priority sector will not benefit by an 
amount equivalent to the funds raised, 
as the same necessarily will come from 
the banking system albeit indirectly. 

The extent of funds required in relation 
to annual retentions in order to change 
over from Method 1 to Method II, as¬ 
suming preposterously that funds will 
not be used for additional capital ex- 
penditure/b:ilancing equipment etc, is 
staggering, as the following computa¬ 
tions based on RBI consolidated data 
for 1650 large companies (vol II, RBI 
Report on Currency and Finance 1978-79) 
shows. 

Method I 


(1975-76) Rs in crores 


1. Total current assets 

6521 

2. Other current liabilities 

2883 

3. Working capital Gap 

.3638 

(1)~(2) 


Maximum permissible 

2728 5 

Bank finance (75 % of 3) 



Method 11 


1. Total current assets 

6521 

2. Less 25%of(l) 

1630 


4891 

3. JLm : Other Current 


Liabilities. 

2883 

4. Max. permissible bank 

finance 2CK)8 

5. Additional term funds 


required for working 


Capital 

720.5 

6. Retained profits 

140.0 

7. No. of years needed 


to change over to 


Method 11 (5) -f- (6) 

5.15 years. 


In other words, the corporate sector 
can change over to Method II provided 
it uses retained profits entirely for work¬ 
ing capit'll for at least five years. 

That in view of debt equity and pro¬ 
moters contribution norm for term loans, 
it will amount to no growth at all, is a 
shocking proposition indeed. 

Hidden in the report of Chore Com¬ 


mittee is a very disquieting posture, which 
if projected and f^aped as reality, w31. 
amount to denial and negation of a very 
old and equally useful role of the bank¬ 
ing system. 

The genesis of this negation can per¬ 
haps be perceived in the objectives that 
the Chore Commitee ('basic attributes’ 
according to the committee) stated for 
arriving at an optimal system of lending. 

Basic Attributes 

"Any system of lending should have the 
following basic attributes : It should be 
amenable to rational management of 
funds by banks. It should enable banks 
to relate credit limits to increases in out¬ 
put or other productive activities; It 
should be amenable to credit control 
measures by the central banking autho¬ 
rities ; and, It should be operationally 
convenient to banks as well as customers 
and the cost of administering the system 
should not be a burden either on the 
banks or on the borrowers.” 

The emphasis is, the report does not 
deny it elsewhere, on arranging conveni¬ 
ence, primarily for the banks and the 
central bank; the "growth” objectives 
areentirely missing. The only saving grace 
is the second 'attribute*, which however, 
has fallen by the side in view of the seven¬ 
teenth recommendation in the report. 

"No conclusive data are available to 
establish the degree of correlation bet¬ 
ween production and quantum of credit 
at the industry level. As this issue is 
obviously of great concern to the mone¬ 
tary authorities, the Reserve Bank may 
undertake a detailed scientific study in this 
regard.’* 

In any large system, consisting of a 
very large number of elements, the aver¬ 
age behaviour of the system can be pre¬ 
dicted even though the behaviour of any 
individual member may be random for all 
practical purposes, and at best predicted 
probabilistically. This is true of most 
physical and animate systems. For illus¬ 
tration, it’s easier to forecast with rea¬ 
sonable accuracy given adequate input 
data, the additions to the population of a 
country than, say, a particular family. 

In view of the Chore Committee repott, 
it appears, as or if, the RBI and the 
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banks having failed to determine aggre¬ 
gate financial flows, have sought to do so 
now by ^fixing’ the cash flow of each 
constituent. This is sought to be done in 
two ways unwittingly perhaps. 

(i) By increasing the ‘fixed component in 
the capital structure by insisting upon 
greater proportion of long-term funds. 
The hardest hit by this provision will 
be the companies which are able to 
finance a major portion of current 
assets by way of liabilities other than 
bank borrowings, as illustrated here 
under :— 


(Rs in million) 


Total current assets 100 

Other current liabilities 70 

Working capital gap 30 

Permissible bank finance 22.5 


(75% of working capital gap) 


Appendix 


Under the revised method (method 11), the 
permissible bank finance would be— 

Total current assets 

100 

Less: 75% 

25 


75 

Less : Other current Liabilities 

70 

Permissible bank finance 

5 


Evidently, the new bank borrowings 
level at five per cent of current assets will 
not provide sufficient cushion for utilising 
generation of short-term funds on ac¬ 
count of seasonality of inputs or demand, 
bunching of certain payments like taxes, 
dividends and bonus. Thus certain sav¬ 
ings in interest on account of fluctuating 
balances within large limits will no longer 
be available on account of short reduc¬ 
tion in limits. The funds will be at zero 
or marginal interest with banks. 

This will, in addition to the existing 
RBI prohibition on payment of counter- 


Scctoral Deployment of Credit 


vailing interest raise the cost offunds^l 
reduce profits and thereby hurt invest-1 
ment production. f 

1 hope it can be appreciated that tl|^ 
current Government posture as r< 
bank finance, and reflected through 
Chore Committee report and subsequi 
RBI directions, based as it is on objeof! 
tives that largely concern arranging con^ 
venience for the banks and RBI—an issue 
that we have touched upon earlier—rather- 
than matters of economic growth withm| 
the context of changes in the intema-^^ 
tional economic environment and national| 
strengths and weaknesses will provide littlef 
help and directly obstruct the prooes#| 
of capacity creation in essential and higM 
technology industries in order to meet thef 
growing employment and consumption| 
needs of a growing population, and tlk| 
stupendous export earnings that must bci: 
realised. 


% 


(Edited speech made at P.H.D. Workshop 
Credit for Industrial Growth.) 


(Rs in crores) ^ 



March 

1978 

% 

age 

March 

1979 

% 

age 

March 

1980 

/o 

age 

j 

Gross Bank Credit 

15,252 


18,147 


21,234 


i 

'i, 

Food Pr(3curemcnt 

1,984 


2,210 


2,100 


ii 

Non-food 

13,268 

100 

15,937 

100 

19,134 

100 

j 

of which export credit 

1,242 

9.4 

1,500 

9.4 

1,640 

8.6 

i 

Non-food Credit 







5 

Priority sectors 

4,210 

31.7 

5,390 

33.8 

6,729 

35.2 

)] 

Agriculture 

1,665 


2,163 


2,766 


*1 

A 

Small-scale industry 

1,679 


2,177 


2,630 


'ti 

Other priority sectors 

866 


1,050 


1,333 

43.6 

IM 

M 

Industry (Medium and large) 

6,270 

47,3 

7,173 

45.0 

8,341 


■ % 

Wholesale trade 

1,324 

10.0 

1,567 

9.8 

1,915 

10.0 

';h 

Cotton CorpDration 

161 


181 


229 



Food Corporation 







■■i 

(Fertilizer) 

184 


708 


2i0 



Jute Corporation 

4 


2« 


56 


: 

Other trade 

975 


1,150 


1,420 



Other Sectors 

1,464 

11.0 

1,807 

11.3 

2,149 

11.2 


Net Bank Credit (excluding PCs) 

14,939 


17,795 


21,081 


n 


Sources : Reserve Bank of India Press Release dated July 18, 1980. ^ 
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Economic Analysis 


Rural and Hybrid Energy Systems 


The World Bank’s “Energy in the 
Developing Countries (1980)” lucidly 
portrays the pinch and the predica¬ 
ment of the Third World nations, more 
t so the Oil-Importing Developing Coun- 
J tries (OIDC). That their pathetic depen¬ 
dence on this fast-depleting fossil fuel 
will snowball into an oppressive bur¬ 
den, is shown in Table I. 

Table 1 

Crude Imports of the OlDCs—1990 


1970 1980 1985 1990 


Oil imports 

—MBD 1.8 4.5 6.0 7.4 

Import Bills— 

i Billion 5.4 49.3 76.6 111.0 


The gravity of this inordinate obses¬ 
sion with oil comes out more vividly 
when we realise that as against the 
earlier 27 per cent share of exports go* 
ing for our import of crude in 1973, it 
is now touching 75 per cent. That would 
baiely leave any surpluses for other 
essential imports, like edible oils 
(Rs 1000 crores) and fertilizers (Rs 1000 
crores.) 

Any rational energy policy for India 
must plan for far less dependence on 
imported crude and instead work up 
renewable energy sources, especially 
those locally available. 

The Hybrid or Integrated Energy 
Systems are a judicious blend of two/ 
three or more energy sources, more so 
the renewables, which help augment 
each other’s gontributton to a given 
demand pattern and thus result in an 
Optimum Resource Mix. This way, it 


Dr 8. Paul 

results in higher overall efficiency, 
better and well-regulated performance 
and far greater economy too. More 
than anything else, it does away with 
the cumber.some, and oFiener wasteful 
centralised energy distribution, like 
the rural electrification programmes. 
Being based on the locally-available 
resources. Hybrid Systems would per¬ 
mit more flexibility in operations and 
could be suitably tailored to the needs 
of a cluster of villages or a particular 
community. Now the encrgy-econo- 
mists and the energy-planners all- 
over the world are veering round to 
this bold concept of blending conven¬ 
tional and non-eonventional energy 
sources in a loration-spccifjc fashion 
that would, though initially expensive, 
turn out to be the optimal solution. 

Bharat Heavy Electricals Ltd, in a 
report, opines that these systems have 
a major role to play in supplying the 
minimum quantities of energy to those 
areas which otherwise would have al¬ 
most no source of energy, except the 
traditional cow-dung and firewood, 
with all the ill-consequences thereof. 

Even when an area is electrified, 
barely 14 per cent of the households 
make use of this facility, as shown in 
the 28ih Round of NSS. Routine elec¬ 
tric need, like irrigation, cooking and 
lighting could very well be minimised 
by other devices, like biogas systems 
or wind energy. This combining of 
conventional with auxilliary sub-sys¬ 
tems, as mentioned earlier, would help 
optimise all the resources for the local 
c.iergy needs. It is this harmonious 
blending of various proven technolo¬ 
gies, in the form of Integrated or 
Hybrid Systems that would eventually 


solve all our problems in the village- 
India. 

The majority of our energy planners 
deliberately overli.ok the fact of the 
Inherent Inertia of Energy, i.e. the long 
lead timings for introducing and opti¬ 
mising any New Energy System. Nor¬ 
mally, it would take from 7—15/20 
>cars to make any energy alterations 
take firm roots and also become so¬ 
cially acceptable But in India, it is a 
perpetual game of verbal quibbling 
about the efficacy of this or that system. 
And even if wc were to momentarily 
concede the validity of their partial 
solutions to our vexed problems, yet 
where is the precise data to launch a 
nation-wide programme of AES, be 
it solar energy, biogas or energy 
plantations ? 

For over 3-4 decades, Biogas Systems 
have been in operation. Since 1972, 
the KVIC’s Gobar Gas Section 
became really very energetic in its 
operations. Of the reported 80,000 
plants installed (1980), one wonders 
how many arc really operational—agoing 
by our general standards of efficiency. 
Over a hundred reputed institutions 
are engaged in R and D work on Solar 
Energy but hardly any of our top 
solar scientists could deny the sub- 
critical effort that is being dissipated 
in the name of this ever-rcnewablc 
source of energy. It has been a classic 
case of too many cooks spoiling the 
broth. We carry on in an isolated 
manner of working, never bothering to 
know or coordinate with our next- 
door neighbour for fuller benefits. 
Though the National Aeronautical 
Laboratory, Bangalore, had some time 
back prepared an exhaustive report on 
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^ windmills, there is hardly any evidence 
of this system having made a scratch 
in our total energy budgeting, even in 
the coastal areas where it ought to 
have been given the maximum weight- 
age. 

Since over 40 per cent of our total 
energy needs are met by the non-com¬ 
mercial energy sources, like cow-dung, 
agri-wastes and firewood (it is over 
90 per cent in the rural sector), the New 
Energy Planning must methodically 
explore all possibilities that may open 
up through Biomass Plantations, Power 
Alcohol and such other innovative 
techniques. Then by applying the tech¬ 
nology, like briquetting we should get 
the maximum out of many of our 
underutilised assets. 

Talking of the IDCs, Johs Ashworth 
of the Solar Energy Research Institute, 
"Colorado. USA, very emphatically 
speaks of the fact that the traditional 
fuels arc far more important sources 
of energy in the Third World countries 
I than the conventional fuels. But it is a 
matter of profound regret that our 
own planners and technologists are 
blissfully unaware of these possibilities 
or for some subtle reasons, tend to 
ignore these assets. 

Our inbuilt elitist norms and craze 
for high S-f T would not let us descend 
to a lower plane of cheaper alternate 
sources of energy, simply because 
these arc derived from unfashionable 
wood or some energy crops. 

Before detailing the ‘Affordable 
Energy Sources’ for the Indian milieu, 
we must once again highlight the salient 
features of our demand pattern, more 
so of the rural sector ; 

(a) The intensity of energy consump¬ 
tion in the rural areas is very low. 

(b) The relative share of various 
consumption categories in the total 
energy basket is quite different from 
the urban demand pattern. 

(c) The proportion of non-commer¬ 
cial energy, which was 43.5 per cent 
(1975-76) of the total energy consump¬ 
tion in the country, was over 90 per 

^ cent in the case of the rural sector 


Energy Supply Options 

Solar energy 




iillilliili 


Algae Culture 
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. - Agricullure ^ ^ 


Univeraity of the Philippines 
integrated fajmmg system 



(around 96 per cent in Gujarat and 
Orissa regions). 

(d) The latter is mainly provided by 
the so-called Zero-private-cost fuels, 
which for obvious reason have now 
become high social-cost fuels-with 
all the ill-consequcnces of forest denu¬ 
dation, soil erosion, premature silta- 
tion of the dams and recurring floods. 

(e) Their purchasing power is too 
low to enable them to buy electricity 


even when it is brought fo their door¬ 
steps, as shown in the 38th Round of 
NSS.’ 

Listing in the order of iheir respec¬ 
tive importance and priority for our 
end-uscs, these affortable resources are: 

1. Biomass Plantations, including aqua¬ 
tic biomass and hydrocarbon plants. 

2. Biogas, especially for irrigation 
and the bio-fertilizers from the sludge; 

3. Solar energy-Low thermal appli- 
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cation; 5. Power Alcohols; 5. Micro- 
hydel systems; 6. Wind Energy; and 
7. OTEC. 

Biomass Plantation 

Of all the alternate energy sources 
that fall in the calegory of *a(Tordable 
resources', Biomass is the ‘Dark Horse’ 
of Third World nations. Endowed as 
most of them are with abundant sun¬ 
light, biomass production and syste¬ 
matic exploitation holds limitless posi- 
bilitics, not only as an energy-source 
but also as the most prospective avenue 
of rural employment. This newer facet 
of energy planning had earlier been elu¬ 
cidated in Financial Express 6, 13 and 
20, January 1981 and its fuller indus¬ 
trial prospects highlighted in exhaustive 
articles on Octoi cr 8 and 22, 1980. in 
the same paper, both in the form of Etha¬ 
nol and Methanol. A judicious blend of 
some of these items, under biomass, 
can provide the five essential F's, viz. 
fuel, fodder, food, fibre and ferti¬ 
lizers. 

Though the National Commission on 
Agriculture had specifically recommen¬ 
ded Social Forestry in 1973, in no State 
has it been taken up in a systematic 
manner, save for Gujarat, (ef. P.s. 
Jha in Fin. Exp. January 19-20 1981). 
Countries like New Zealand and Aus¬ 
tralia have gone in for it in a big way 
and have already provided substantial 
operational data for the same, thus 
fully justifying the number one posi¬ 
tion accorded to it by the author in the 
present context. Biomass plantations 
could be mainly subdivided into; 

a) Energy Plantations via Social 
Forestry. This could be cither Strip 


red profits upto Rs 12,000/ha through 
Eucalyptus plantations. 

Some select species like Pongamia 
Pinnata, Terminalia arjuna, Azudira- 
chta Indica (neem), Acacia Arabica 
(Babul or Keekai), Prosposis Julifiora 
and Albizzia Procera (safed siri) pro¬ 
vide the additional advantage of rec¬ 
laiming saline/alkaline lands without 
any soil-amendments (chemicals). Net 
energy production/ha. of land in the 
form of liquid fuels could come to 
2.68 tons of oil. 

Quantifying the energy needs of an 
average village of 100 households, 
Vikram Dalai (Princeton-1976) men¬ 
tions a figure of 4.8 hectare of land 
as adequate for meeting their cooking 
needs, while Dr B.C. Jain (Jyoti) gives 
it as 20 hectares for all needs put toge¬ 
ther. 

All Integrated Pyrolysi.s-cum-Metha- 
nol-hAmmonia Plant (Ibid 8-10-80', 
as initially proposed by KR Halls (New 
Zealand) and highlighted by Paul Jha 
could yield multiple benefits for both 
the village communities and the agro¬ 
industrial base that could be developed 
through this medium. 

Wood Wastes 

Utilising wood-wastes, by way of 
briquetting or charcoal making has not 
received adequate attention in India. 
America Illustrated (No. 267) and 
Appalachiay (Oct,-Dec. 1980) specially 
mention the ‘Wood Energy Systems’ 
(courtesy USICA). The new forms of 
wood-energy extraction, as demonstra¬ 
ted by the Appalachian Regional Com¬ 
mittee, are low-capital techniques 
worth emulation by the LDCs. As 


Albany, Oregon or the stcam-to-char- 
coal project in Arkansas. Similarly, 
Enerco mentions wood chips being used 
for making high grade charcoal. 

On the sub-continent, though com¬ 
mercial briquetting was taken up in the 
Jammu & Kashmir and some plans 
were also floated by the Gujarat State 
Forestry Development Corpoiation. 
the Chemical Engineering Department 
of IIT, Delhi, assisted by some 
Indo-Gcrman Groups is soon taking 
up Briquetting from Wa>tc Project at 
Manikaran, (Kulu, Himachal Pradesh). 

h Energy Cropping . Utilising low- 
quality wastelands for Tapioca or 
coarse grains production or the hydro¬ 
carbon plants would provide the much- 
needed alcohols or oil and diesel- 
substitutes in a highly decentralised 
fashion and would further provide 
fillip to the rural economy. Herein 
Brazil again leads the world. In India, 
the Central 1 uber Crop Research Insti¬ 
tute, Trivandrum, and the CFTRI, 
Mysore, have already shown the way, 
though it has yet to be taken up in a 
bigger scale. Aquatic biomass in the 
form of Blue green Algae and Water 
Hyacinth are the additional sources of 
casily-tappable fucl/human-consump- 
tion energy viz agriculture or livestock 
farming. Some work on these have 
already been done at the lARI, Delhi 
and also by the Murugappa Chettiar 
Trust, Madras. 

Another interesting and prospective 
offshoot of this Biomass Plantation 
could be the recycling/utilisation of 
the crop-residue and other agro¬ 
industrial wastes, both for energy and 
for some valuable chemicals for the 


jt Plantations along roadsides, canal quoted by Ben A. Franklin in America industry, 

banks and alongside the railway lines, Illustrated (Ho. 277, Feb. 1979), the 

or Block Plantations. Only select spe- unused wood resources of the TVA Blogas Systems 

f;; cics like Eucalyptus, Ipil-lpil, Casua- power services area alone could supply Biogas work in India is another 

; rina Prosopis, Zizyphus, Albizzia and the annual energy equivalent of 64 mil- classic case of our collective indiflerence 

L; Dichrostachys are selectively planted, lion barrels of oil and still leave un- to a system that could provide mani- 

r; prima facie, for short-rotation fuel- touched the timber required for the fold benefits in a highly decentralised 

r ; woods. As proved in India by Bhara- wood-based industries. In the USA, low-key fashion, only if we could 

ll tiya Agro-industries Foundation, Pune, in 1976, 87 percent of wood-wastes tackle the operational and socio-cultu- 

I ; Giant Ipil-lpil can yield 25-50 ton.s (residues) were recycled to produce **al problems involved therein, 

t ; fuelwood/ha/year. Some enterprising cncrcy. Another notable illustration Till date, our emphasis has been on 

farmers in Gujarat have already game- is “Wood-waste-to-Oil facility at biogas for cooking-which is a most 
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inefficient and uneconomical usage. 
Its real worth lies in its bio-fertilizer 
value (2.3 times the normal usage) and 
still more for its ability to energise 
pumpset and also provide electrification 
support and even some of the agro¬ 
industries and cottage crafts. 

As explained with detailed statistical 
data in financial Express, dated 
January 28, 1981, Biogas can be 
used to a far greater advantage for 
operating conventional diesel sets after 
some minor modifications have been 
effected. And the same could be used 
at night time for generating electricity. 
Similarly, using the continuous absorp¬ 
tion refrigeration system. Biogas 
could be advantageously used for 
running cold storages at reasonably 
high temperatures-say 125-I50''C. 
And the residual sludge is a very high 
quality bio-fertilizer. Dr AKN Reddy 
(IIS, Bangalore) and Jyoti-Kirit Parikh 
have done the maximum work to show 
the real worth of Biogas, vis-a-vis the 
conventional rural electrification and 
also the chemical fertilizers needed for 
our agriculture. 

As against over seven million Biogas 
plants operating in China, India's tally 
comes to about 80,000 (1980) and here 
too the numbers successfully operating 
is anybody's guess. 

India must evolve a social mecha¬ 
nism of taking up Community Biogas 
plants in a big way, supported ade¬ 
quately by trained technical personal— 
something in which institutions like 
are the KVIC are not so well-versed. 

A biogas plant, fed by 250 cattle and 
500 human feings’ wastes would yield 
667.5 KW of power per day—enough 
to provide for all their cooking and 
irrigation needs, besides providing for 
domestic lighting, recreation and 
some village industries. This whole 
gambit of activities have not been 
visualised by the Rural Electrification 
Corporation (REC) even, who usually 
plan for supplying 105 KW power to 
such a village. In addition, it would 
yield 295 tonnes of rich fertilizer. 

Quantifying the total energy poten¬ 


tial of cowdung alone, on a 75 per cent 
collection bases, India’s present cattle 
wealth of 250 million would generate 
220 MW power and help save 26.5 
billion litres of imported kerosene per 
annum. 

In India, we have still to make use of 
the nightsoil and crop wastes for 
biogas plants, which would substan¬ 
tially augment the feedstock for these 
plants all over the country. 

Furthermore, to bring down the 
costs of these plants, we shall have to 
adopt some variant of the Chinese 
single-dome plants, now widely 
adapted in Pakistan, The RDAT 
section of IIT, Delhi, have also been 
trying to w'ork up a cheaper model. 
But as a nation wc have as yet not 
produced a simple and cost-effective 
model and also helpfully overcome 
the insulation problem in winter, since 
the gas output goes down by 50 per 
cent in winter months. 

Solar Energy 

. The biologist Elizabeth Gantt, calls 
Photosynthesis as one of the most fun¬ 
damental processes of life itself. The 
plant world captures light energy from 
the sun with the help chlorophyll and 
converts it into plant growth. 

However, sunlight can be captured 
directly and used in many ways. The 
simplest of all are the solar collectors 
or panels, which furnish thermal 
energy for simpler tasks like cooling, 
heating and drying etc. For achieving 
higher temperatures, parabolic mirrors 
or concentrators are used for small- 
scale industrial applications. Further, 
for our urgent irrigation needs, solar 
energy can be converted into mechani¬ 
cal energy in heat engines for pumping 
water etc. However, for higher range 
tempcratuies, sunlight can generate 
electricity through the photovoltaic 
systems by using silicon cells. 

Though widely available, yet the low 
intensity of solar radiation makes it 
quite unsuitable for specific end-uses 
for high energy inputs over small 
areas or when the energy is required 
at night time. The latter calls for 




Storage arrangements, which further 
push up the costs of solar appli¬ 
cations. 

The average solar incidence in 
India comes to 4 10*" KW per an¬ 

num or 6000 KW per person per year. 
But operationally speaking, it tenta- 
mounts to merely 2.0 cal/cm“-minute 
or 0.33 Kcal/m^-second. While in 
the winter months, it can be as low 
as 350Kcal/cmVday, it goes upto 550 
Kcal in the hot season. 

For technical and cost considera¬ 
tions, at the present juncture, photo- 
voltaics, using silicon cells, are 
virtually lulcd out it costs about 
$i03/watl of electricity energy. The 
French, wilh whom the IIT. Delhi, 
is presently collaborating, estimate 
that it could be reduced to $ 2/watl 
with concerted R&D effort. Even 5 
times this French estimate would 
make it a very attractive proposition. 
But most of the solar scientists openly 
express their reservation about large 
scale uses of solar energy, until a 
substantial breakthrough is effected. 
Credit must be given to CERl, Pilani, 
and also to the NPL, Delhi, for deve¬ 
loping better systems, in the form of 
poly-crystallinc silicon cells, which 
hold a great promise. 

From overall considerations, we 
must lay special emphasis on low-cost 
concentrators, by developing tracking 
and concentrating systems, as is being 
done at the TIT, Delhi’s Energy Studies 
Centre. 

Water and space heating and cool¬ 
ing, cooking and desalination and 
solar refrigeration are the main uses, 
besides grain drying, wherein solar 
energy can play an imporiant role at 
present. Of all these, desalination is 
perhaps the most efficient system in 
the country. A small outfit costing 
Rs 400 can provide about 5 litres 
distilled water in summer and 3 litres 
in colder season. Already, at the 
Annamalai University and at Ludhiana 
by the NIDC, solar grain drying has 
been proved to be very economical— 
it costs Rs 6 per ton material, as 
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Decline 


®^L0NG vvnn the RBI’s Currency and Fi- 
^hance report, the CSO has released its 
bl^gures for national product, saving and 
^^iapital formation for the fiscal year 1979- 
The estimates (quick) make for 
<^tScprcssing reading. The word that occurs 
2ftl08t ficqucntly is ‘declined’. Name the 
and you find that it declined. 


Thus, those who believe that national 
^^ncorne declined by three per cent are in 
*^Sr a surprise it declined by live per cent. 
**^ccording to the CSO. whose estimate 
at variance with the RBI which main- 
^^ains that the decline was only three per 
the total national income in 1979-80 
vas Rs 44,328 croics against Rs 46,636 
^irorcsin 1978-79. This five per cent decline 
^®.l80 giNcs a 6.8 per cent decline in per 
b^apita income because of the overall two 
cent estimated rise in population. 

At current prices, however, national in- 
^^omc increased to Rs 90,173 crores 
^*^^.gainst Rs 81,228 crores in 1978-79 i.c. by 
per cent. This “economic phenomenon'’ 
^Pays the CSO in its own unperturbable 
^“Whion is due to a “substantial” rise in 
^*Srices during the year. That adjective 
^^Vould be properly supplemented if we 
cOjjd “vicious" to it. 


‘The big drop in NDP was primarily 
to the failure of the south-west mon- 
^*V>on which led to a decline of 1*7 million 
b^onnes in the kharil crop lust year. Since 
his year (l9S0-81)lhe monsoon has been 
ciejood, agricultural production will be in 
rtn^e region of 133 million tonnes. This will 
^naturally be reflected in the NDP figures 
jP^Vhich leads to tw'o conclusions. One, the 
wobarp increase in national income in 
I*yt980-8l over 1979-80 will be largely a 
Ouiece of statistical satisfaction, for the fur- 
fueher you fall below zero, the greater is 
farhc distance to be covered if you want to 
even marginally above it. Second, 
nausciim, the Indian economy is .still 
■ASTfependcnl on Indra, not the one in South 


in National Income 


Block, but the rain God. Thus, produc¬ 
tion of foodgrains declined to 109 million 
tonnes and of major oilseeds and sugar 
cane by 13.6 and 15.6 percent respective¬ 
ly, giving an overall decline of 12.7 per 
cent in the agricultural sector- all be¬ 
cause the rains failed. Other sectors 
which recorded a decline were construc¬ 
tion (—6 6%), railways (- 6,4%) and 
manufacturing (particularly food pro¬ 
ducts, beverages and tobacco). 

Private final consumption expenditure 
at current prices has been estimated at 
Rs 73691 crores in 1979-80 forming 68 
per cent of gross national product at 
market prices. Per capita privjte final 
consumption expenditure at current prices 
stands at Rs 1127 in 1979-80 as compared 
to Rs 10*^9 in 1978*79. However, at cons¬ 
tant prices there has been a sharp dec¬ 
line in the level of total private final con¬ 
sumption in 1979-80. This has been main¬ 
ly due to the fall in the quantum of 
cereals, edible oils, sugar and other food 
items available for consumption. The more 
important other food items contributing 
to the decline are gram products, pulses, 
dry chillies and tea. In the absence of 
direct data on actual annual consumption 
by producers from retention for own con¬ 
sumption it is implicit in the estimates of 
private consumption expendilure that 
such retentions are wholly consumed dur¬ 
ing the year. This may not always be 
true—particularly in bumper crop years. 
It is, therefore, possible that this fall in 
availability of food it'ins for consumption 
due to decline in the level of provluction 
during 1979-80 was partly made good by 
consumption out of stocks held by the 
producer households for own consump¬ 
tion during 1978-79 when the levels of 
production as well as retention were much 
higher. 

Domes ic savingduiing 1979-80 amounts 
to Rs 16,378 crores which is roughly 16.1 


per cent of net domestic product. Thus 
the rate of saving (net) recorded a fall 
during the year. This has been due to 
fall in level of saving of both the house¬ 
hold and the public sectors. The finan¬ 
cial saving of the household sector has 
recorded a low level in 1979-fO mainly 
because ot the decline in their currency 
holdings and net deposits with schedul¬ 
ed commercial banks. The substantial 
rise ill the hou.seholJ saving in the form 
of contiibutions to provident and pension 
funds as well as life funds and the in¬ 
crease in net claim of Government have 
not been large enough to compensate for 
the decline in the levels t>f saving in cur- 
ler.cy and deposits (net). As regards the 
public sector, the non-departinenUil enter¬ 
prises have recorded marginal rise in 
saving (Rs 60 ciores) during 1979-80 but 
the administrative departments have 
shown substantial fall (nearly Rs 1,000 
crores). This fall has been the result of 
comparatively high increase in the level 
of total expenditure as compared to the 
corresponding rise in the total receipts of 
the administrative departments. Primary 
factors responsible for this rise in expendi¬ 
ture are higher subsidy towards food, 
fertilisers and export oriented industries 
besides greater administrative expenditure 
including that on compensation to em¬ 
ployees. 

There has also been a decline in the 
rate of capital foimation at current prices 
during the year (16.6 per cent as compar¬ 
ed to 19.0 percent in 1978-79). Whereas 
over the four-year period beginning 1975- 
76, the rate of saving was higher than 
the rate of capital formation (particularly 
during 1976-77 and 1977-78) the situation 
has reversed to a slate of higher rate of 
capita] formation as compared to saving 
rate in 1979-80. One of the factors res¬ 
ponsible for this differential behaviour of 
rates of saving and capital formation over 
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this period has been the change from a 
state of favourable balance of trade and 
substantial remittances from abroad in 
1976-77 and 1977-78 to a reversal of the 
situation particularly due to rise in oil 
prices in the international market. 

The special feature of capital formation 
during 1979-80 has been comparatively 
high fixed capital formation and low 
level of addition to the inventories held. 
However, the distribution of the stocks 
held by the institutional sectors registered 
.differential pattern. In the case of public 
•sector non departmcntal enterprises the 
change in stocks held during 1979-80 
nearly doubled when compared with the 
corresponding level in 1978-79. This sharp 
rise in the stock accumulation was mainly 
because of the stock holding of sensitive 
items like edible oils, newsprint, rubber 
etc., with the State Trading Corporation, 
those of finished and semi-finished pro¬ 
ducts with Steel Authority of India and 
increase in stocks with the Indian Oil 
Corporation. The change in slocks in 
the hands of the household sector was 
however substantially lower in 1979-80. 

At constant prices the level of net do¬ 
mestic capital formation also declined 
durmg 1979-80 along with the rate (14.7 
per cent in 1979-80, 16.8 percent in 1978- 
79 and 14.4 per cent in 1977-78). Tnis 
decline manilested itself in the form of 
lower level of construction activity during 
the year and depletion of stocks due to 
fall in production particularly of con¬ 
sumer goods. 

Concern Over 
Economic Trends 

Tilt Rlservl Hank has just put out the 
Report on Currency and Finance, 1979- 
80. A perusal of this shows that indus¬ 
trial production recorded a decline in the 
last quarter of 1979 an.I the decline 
continued during the first six months of 
the 1980. It identifies as the causes of 
this the bottlenecks imposed by the in¬ 
frastructural constraints. It singles out 
power supply, coal availability and 
Biovement of railway wagons as the 
major contributing factors. 

On the subject of prices the report says 


that for the period June 1979—June 1980 
the wholesale price index rose by 23 per 
cent. It attributes this sharp increase 
over the previous year’s 9.3 per cent to 
the inflationary impulses originating from 
crude oil, petroleum products, sugar, 
khand.sari and gur. The combined 
weighted contribution of these commo¬ 
dities, according to the report, was as 
much as 54 per cent and of this, half was 
contributed by crude oil and petroleum 
products. From this the report goes on 
to infer that tlie imported element in the 
current inflation has acquired a parti¬ 
cular significance. This inference, how¬ 
ever, may not be accepted by all. 

High Liquidity 

The report also voices concern at the 
high liquidity that obtains in the econo¬ 
my. It points out that over the four 
fiscal years 1976-77 to 1979-80 gross 
national product in real terms has increas¬ 
ed at an annual average of only 2.6 per 
cent, while the annual increase in broad 
money (M,) has averaged 20.4 per cent. 
From July 1976 to June 1979, additions 
to liquidity w'crc of the order of 21 per 
cent annually. 1 ollowing the restrictive 
policies adopted by the Reserve Bank, 
the growth rate decelerated during 1979- 
80 to 14.2 per cent against 22 per cent in 
1978-79. Thus, during July 1979—June 
1980 money supply (M, went up by 
Rs 6,051 crores against Rs 7,664 crores 
in the previous year. The deceleration 
has been evident in both primary money 
and secondary money and time deposits. 
Reserve money showed a rise of 11.1 per 
cent, secondary money and time deposits 
arise of 15.5 per cent during 1979-80. 
Net credit to Government by the banking 
sector including the Reserve Bank of 
India increased by Rs 4,315 crores i.e. 
at the rate of 25.6 per cent against 21.1 
per cent over the previous year. The 
report states that net bank credit to 
Government was the major source of in¬ 
crease of Ma during the year under review. 
It partially absolves bank credit to the 
commercial sector which was lower than 
in the previous year in both absolute and 
percentage terms. At the same time net 
foreign exchange assets of the banking 
sector declined by 12,2 per cent (Rs 676 
crores) in contrast to the rise of 23.9 per 
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cent (Rs 1,071 crores) in the previous 
year. Thus the report goes on to attri¬ 
bute the deceleration in the growth of 
Ms largely to the decline in net foreign 
exchange assets during the year undiejr 
review. 

The total net domestic .savings durin^j 
1979-80 is estimated to have risen margi¬ 
nally by Rs 84 crores to Rs 18,884 crores^ 
as against a sharp increase of Rs 3,016 
crores in the previous year. Asa pro¬ 
portion to national income at market 
prices, domestic saving stood at 18.9 
per cent against 20.8 per cent. The 
deterioration in the rate of saving follow¬ 
ed partly from the sizeable decline in the 
output of agricultural and induslrial seo 
tors. The persistence of high level of 
inflation throughout the year was another 
factor which might have adversely affect¬ 
ed the saving capacity of the household 
sector, as also the surplus generating 
capacity of the public sector, including 
Government administration. The private 
corporate sector, however, improved its 
.saving both in absolute terms as well as 
in relation to NNP at market prices. 

Household Savings 

The saving of the household sector rose 
in absolute terms from Rs 14,397 crores 
in 1978-79 to Rs 14,978 crores in 1979-80, 
its share in the total saving improving 
from 76.6 per cent to 79.3 per cent. How* 
ever as a ratio of national income the 
same declined from 15.9 percent to 15.C 
per cent. The saving (net) of the public 
sector recorded a steep fall from Rs 3,951 
crores to Rs 3,125 crores, the contributior 
of this sector to domestic savings falling 
from 21.0 per cent to 16.6 per ccnl. The 
savings of this sector as a proportion of 
NNP decreased from 4.4 per cent 
1978-79 to 3.1 per cent in 1979-80, owinj 
to negative saving in rc.spcti of th« 
Central Government, fall in the saving Ol 
departmental undcrlakh’gs and large 
losses suflered by nen-departmenta 
undertakings. The savings of the do 
me Stic private corporate sector (includin[ 
co-operative institutions) increased .sharp¬ 
ly by Rs 329 crores, to Rs 781 crores 
its share in domestic savings moving 
up from 2.4 percent to 4.1 per cent 
The increase was due mainly to the large 
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^ined earnings (Rs 544 crorcs) of the 
private sector companies following a spill 
>Vtr of profits from the previous year's 
ilgh production and higher product prices. 
Aggregate net investment in the 
conomy as a proportion of NNP in 
979-HO was lower at 19.4 per cent, 
gainst 20,4 per cent in 197X-79. The 
all did not, however, greatly affect the 
ate of capital formation, because, for 
he first time in four years, there was a 
,et inflow of foreign resources, at 0.5 
lerccntage point in relation to NNP. 

The all-India consumer price index for 
adustrial workers (1960=100) went up 
rom 345 in June 1979 to 386 in June 
.980, recording an increase of 11.9 per 
ent over the year. In 1978-79, the 
ndex had shown a relatively small rise of 
.5 per cent. The consumer price index 
Of urban non-manual employees (1960=^ 
00) stood at 355 in June 1980 against 318 
n June 1979, arise of 11.6 per cent, 
""he increase in (he last year was of a 
datively lower order at five per cent. All 
he important centres showed increases 
n the index. In view of the continually 
ising prices, the Union Government 
nitialcd tegulatory measures in respect of 
everal vital commodities. 


Industrial Sickness 


V RECENT statement of Mr N.N. Pai, the 
lew Chairman of the Industrial Dcvelop- 
nent Bank of India, that IDBI was 
sontcmpluting unloading some of its 
hares in public companies to the public 
vhich it had acquired as a result of the 
convci tibility clause' understandably 
enough caused a minor stoiir. in the stock 
narkets. Out of the total investment of 
75 crorcs in public companies, Mr Pai 
aid thill IDBr wanted to unload shares 
vorth Rs 25 crorcs. 

The Indian stock markets, it was im- 
(lediatcly pointed out, cannot absorb even 
Is 5 crores worth of shares in a short 
pan of time Unloading of Rs 25 crores 
X shares would be unthinkable. IDBI 
ubsequently issued a statement claiifying 
Ar Pai's lemarks. The statement said; 
It has been the routine practice of IDBI 


to sell from time to time a part of its 
shareholdings in companies. Such sales 
are made in small lots and spread over a 
period of time so as to achieve the twin 
objectives of recycling its funds and to 
make available to the genuine investing 
public good scrips with a view to stimulat¬ 
ing the capital market. The reference to 
the figure of Rs 25 crores made by the 
Chairman was to the investments in 
JDBFs portfolio that are easily market¬ 
able. The bulk of the sales would be 
negotiated with the investment institu¬ 
tions. The sales in the market will conti¬ 
nue to be made in accordance with the 
existing practice and in an orderly manner 

T.T. Vijayaraghavan 

writes from Bombay 


in small lots as in l ie past, so it is clear 
that the bulk of the shares would be pick¬ 
ed up by the other financial institutions 
and only a small portion may enter the 
market. 

For the sake of record, it may be men¬ 
tioned that the shares held by IDBI or for 
that matter other development institutions 
like Il'CI or ICICI can broadly be classi¬ 
fied ini') two categories. One pertains 
to shares that devolve on these institutions 
on account of their underwriting obli¬ 
gations. The other pertains to shares 
acquired by converting part of their rupee 
term loans into equity shares. These 
financial institutions reserve the right to 
convert a maximum of 20 per cent of 
rupee loans extended by them into equity 
shares at a price and at a time fixed. 
Conversion option is waived in certain 
cases where it is found to be not necessary 
taking into consideration the performance 
of the company, holding of public bodies 
etc. At the other extreme in certain cases 
where it is necessary to acquire control¬ 
ling interest in order to set right the 
management of the borrower c( mpany 
the institutions cxetci.ve conversion op¬ 
tion to a greater percentage, 

Apart from the controversial statenunt 
over the unloading of the shares, Mr Pai 
quite understandably expressed con¬ 
cern over the growing sickness among 
industrial enterprises. This deserves se¬ 
rious attention because of its magnitude. 
According to Mr Pai, over Rs 1600 cro¬ 


res are locked up in 360 sick companies 
with investment exceeding Rs one crore 
each. As regards the small-scale sector, 
one out of every three units financed by 
banks and other financial agencies had 
fallen into the red. He estimated that 
over 32,000 small-scale units arc sick now. 
I'iftytwo per cent of industrial sickness 
even according to official sources can be 
traced to management deficiency and 
mismanagement, whereas nine per cent is 
due to shortages including power, steel 
and other primary inputs, 14 per cent due 
to technical drawback, 23 per cent due to 
market recession and the balance due to 
labour troubles. 

The problem of industrial sickness is a 
global phenomenon and India cannot be 
an exception to that. But this is a luxury 
which a developing economy like ours 
can ill afford. The problem of industrial 
sickness came to bs viewed with some 
seriousness only very recently. The 
Reserve Bank of India constiluted a cell 
in the ‘Department of Banking Operations 
ami Development’ for monitoring the 
performance of banks in identifying the 
sick units and in taking corrective measu¬ 
res. In July 1976, RBI issued guidelines 
to commercial banks to enable them to 
analyse and interpret the data contained 
in the annual/quarterly statements recei¬ 
ved under the new information system. 

Warning Signals 

These data were expected to serve as an 
early warning signal of the impending 
sickness. To have a broad idea of the 
extent of sickness in different industries, 
the reasons for sickness and the present 
position and the task involved in rehabili¬ 
tation as also to monitor the measures, 
the commercial banks were advised in 
November 1976 to submit to binks quar¬ 
terly statement:, giving brief particulars 
of all sick companies enjoying credit limits 
aggregating Rs one crore and above. 
The statements excluded textile mills 
taken over by the National Textile Cor¬ 
poration. Subsequently, RBI has been 
releasing periodical data relating to indus¬ 
trial sickness collected on the basis of 
these returns. The first report for the 
quarter ended December 1976 indicated 
that 241 units with an aggregate limit of 
more than a crore of rupees with out- 
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standing assistance of Rs 609 crores had 
//alien sick. 

f 

The latest report on currency and 
finance released by RBI has observed 
that by the end of June, the number of 
units reported sick had risen to 345 in¬ 
volving aggregate bank credit ofRs 1102 
crores. This amount constitutes 5.41 per 
cent of the outstanding bank credit of 
Rs 20371 crores. Engineering electricals, 
iron and steel with 115 units and outstand¬ 
ing assistance of Rs 337 crores constituted 
the major block. Eightyfour units in tex- 
23 in chemicals, 35 in sugar, 33 
in jute with outstanding assistance of 
Rs 287 crores, Rs 135 crores, Rs 100 cro- 
rcs ond Rs 90 crores respectively arc in¬ 
cluded in the 345 companies. Other sec¬ 
tors such as cement, rubber and miscella¬ 
neous indusUics accounted for 55 units 
with an outstanding assistance of Rs 15 
crores. The problem of sickness has 
grown in ail dimensions number of units, 
amount of funds blocked and as a propor¬ 
tion of outstanding bank credit. 

These figures are only a part of the 

^prevailing sickness for the simple reason 
that the study docs not cover units with 
credit limit of less than a crore of rupees 
as well as textile mills taken over by 
National Textile Corporation. No sys¬ 
tematic study at the macro level has been 
done to assess the quantum of funds 
blocked in enterprises not governed by the 
RBI study. But considering the number 
of small-scale units in operation and also 


the proportion of sick enterprises in that 
sector it can be easily envisaged that the 
quantum of funds blocked in the sick 
units in the small-scale sector would far 
outweigh the funds blocked in the units 
covered by RBI study. 

Mismanagement 

Mismanagement constitutes the major 
reason for the units to go sick. The 
managements of these units have been 
weak ah Untio or have become weak in due 
course due to a variety of factors. If the 
reason is the former it reflects the defi¬ 
ciency in the managerial analysis that 
has to form a part of the appraisal proce¬ 
dure. Maybe the institutions and banks 
attach more importance to technical 
feasibility and financial soundness relegat¬ 
ing managerial effectiveness in their eva¬ 
luation. If true, this calls for a complete 
reorientation of the process of lending 
evaluation. If it is the latter, it only re¬ 
flects the poor monitoring and follow-up 
by the banks and institutions, fhe invSti- 
tLitions reserve their right to appoint 
nominees on the board of assisted compa¬ 
nies. In certain cases the banks also 
have theii representatives on the board of 
some assisted companies. These nominee 
directors are expected to act as watchdogs 
of the institulions/banks. Further the 
institutions receive periodical report from 
the assisted companies which are expected 
to keep them abreast of the performance 
of the borrowers. As regards banks any 


retardation in the working of the borro* 
wers could be noticed by the day-to-day 
operation of the borrower’s accounts. 
When this is so, cannot the banks and. 
institutions intervene at the right time in 
order to set right the conduct of manage¬ 
ment or replace the entire team if it ia 
warranted? 

More than the conventional sickness 
among the operating enterprises what 
should cause greater concern is the infan¬ 
tile sickness. Many units become sick 
even before going into full commercial 
production or even before completion. 
I'll is may be due to large overrun or de¬ 
layed implementation schedule etc. All 
these factors have a material bearing on 
the prosperity of the company and strike 
at the root of financial analysis on the 
basis of which the projects arc cleared to 
be viable. I’his calls for close monitoring 
during the implementation period. Sug¬ 
gestions have been made time and again 
that at least in respeci of large projects 
the institutions should devote the services 
of an official exclusively to monitor 
the implementation. The cost of pro¬ 
viding this service would be marginal 
compared to the benefits and the enor¬ 
mous stake the institutions have in success¬ 
ful implementation of these projects. A 
beginning seems to have been made in this 
direction in respeci of one or two very 
large projects. But it is still to form an 
integral part of term-lending activity. 
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Window on the World 


W ill 1)0 New York 

Thatcherised ? 


Sudhir Sen 


Afier h s landslide victory in November 
Ronald Reagan was promptly dubbed by 
some as the “Iron Man'’, the implied 
couiiterpait of Margaret Thatcher, the 
“Iron Lady” of Britain. Ironically, the 
mood has changed rather radically in the 
few intervening weeks. And a lot of 
people are now nervously asking if 
Reagan, too, will succumb to the same 
kind of intractable economic woes that 
have dogged the British Prime Minister— 
will he, in short, be “Thatcherised”. His 
top economic advisers are now hard at 
work to devise an eftective strategy to 
forestall precisely such a danger. 

Their foremost concern at this stage is 
two-fold: how to biing about a tangible 
improvement in the economy; and how to 
do so within the shortest possible lime- 
span -in any case before public petience 
begins to wear out. Representative David 
Stockman, who is due to head the Office 
of Budget and Management with Cabinet 
rank, ins sls that the Reagan administra- 
’ lion has to demonstrate some results in 
j terms of improved interest rates, the infla- 
, tion rate, unemployment, and the econo- 
j mic growth indicators by the summer of 
j 1982; otherwise “wc are going to sec the 

1 same strains developing ever more insis- 
] tently” that Mrs fhatehcr is now faced 

2 with. In that case, a developing crisis 
might disrupt the administration's prio¬ 
ry rities, and abort its economic programme 
J even before it was tried. 

i It is this fear that had spurred Repre- 
: sentatives David Stockman and Jack 
' Kemp to urge Mr Reagan to declare an 
t economic emergency immediately after 
S his inauguration and to launch a 100>day 
II crash programme. This proposal was 
‘ supported by several other advisers who 
||pwill soon move into key positions in the 
White House. Nor is there any doubt 
i tbal the President-himself was favour¬ 


ably disposed to it. He believes there is 
a real need for it; temperamentally, he 
likes to dramatize; .such a move would 
also help mobilize public support for his 
policy; and, apparently, he already sees 
himself cast in the role of a “Republican 
FDR” and is therefore all the more temp¬ 
ted to take the cue from FDR’s declara¬ 
tion of emergency and the scries of dra¬ 
matic actions he took in his first 100 
days* 

No Analogy 

But the analogy with 1932 is not very 
persuasive. The country is not in a crisis 
that was heralded by the great crash in 
Wall Street and nationwide bank failures, 
culminating in the Great Depression that 
threw 25 per cent of the work force out 
of jobs. Senior Reagan advisers—includ¬ 
ing the Treasury Secretary, Donald Rea¬ 
gan, and former Fed Chairman Arthur 
Burns—therefore want to play down the 
idea of an economic emergency which, 
they hold, is uncalled-for, also too flam¬ 
boyant and too scary, so that it could 
ea.sily frighten financial markets here and 
abroad, and thus cause more damage than 
good. Leaders of both political parties 
including, for example. Senator Howard 
Baker, the new majority leader of the 
Republican Senate, share the same view. 
As Mr Donald Reagan puts it. what the 
country needs is “not a sense of emer¬ 
gency but a sense of urgency.” 

Thus the i.ssue has become largely a 
semantic one. The pro-cmcrgency advi¬ 
sers have been at pains to explain that 
they never contemplated emergency as a 
“legal entity” that would vest new powers 
in the President. Their purpose was 
two-fold—to create the right psychological 
milieu so that the nation could be more 
receptive of the programmes to be laun¬ 
ched by the administration, despite their 


short-term hardships; and “to clear the 
Congressional dc>ks” of ail secondary 
and tertiary issue-^—school busing, school 
prayer, abortion, and what not—that 
would divert the lawmakers’ attention in 
other directions, and to compel them to 
concentrate exclusively on the all impor¬ 
tant economic agenda, at least for the 
first few months following the swearing 
in of the new President. However, faced 
with strong opposition from veteran ad¬ 
visers within the Reagan camp Stockman 
and his supporters have backed down 
and have decided to settle for a “sense of 
urgency ’ rather than an circrgency. 

The concession, however, is more in' 
appearance than in substance. fhey are 
almost as determined as before to do all 
they can to rush their economic pro¬ 
gramme and to push it through the Cong¬ 
ress as fast as possible. And in this they 
evidently have the full backing of Mr 
Reagan himself. 

Troublesome Exercise 

But putting the economic programme 
together is proving even more troublesome 
than was assumed only a few weeks ago. 
And the rift that divides the Reagan ad¬ 
visers on some key issues has become 
even more difficult to bridge. AH are 
agreed on the need for a single integrated 
economic plan comprising five major ele¬ 
ments; tax cuts, spending cuts, incentives 
for saving and investment, regulatory re¬ 
form, and monetary restraint. The diffe¬ 
rences relate, above all, to the nature, 
extent, and timing of tax cuts, in particular 
whether or not they should be conditioned 
upon prior spending cuts on a Substantial 
scale, even if not on a dolJar-for basis. In 
addition, there arc also noticeable varia¬ 
tions in the degree of warmth with which 
Reagan advisers are v\illingto embrace 
the new-fangled gospel of monetarism. 
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While some are wholehogger monetarists, 
f others would make to it no more than a 
reasonably decent nod. 

The tax-cut, spending-cut problem has 
grown into an excruciating dilemma be¬ 
cause of the burgeoning deficit of the 
federal budget. President Carter’s budget 
for the 1981 fiscal year ending on 
September 30 next has undergone drastic 
changes since it was first presented in 
January 1980. Initially, it projected a 
deficit of Si 5.8 billion; but the tumult it 
used in the financial markets forced him 
recast it, and six weeks later he came 
out with a surplus of S16.5 billion. The 
mid-year revision showed that, because of 
the intervening recession and high interest 
charges, the surplus would turn into a 
big deficit~of S29.8 billion. The latest, 
year-end revision by the Budget Office 
raised it to S55.(). Others, though, would 
put it even higher. For example, accord¬ 
ing to Chase Econometrics it would am¬ 
ount to S65 billion. Thus, it bids fair to 
reach the record budget deficit set by the 
^ Ford administration in 1976 with S66 bil¬ 
lion. Mr Carter’s worst deficit prior to 
this year was $59.6 billion in 1980. 

Tax Cuts 

Mr Reagan has personally held to his 
commitment to the Kemp-Roth bill which 
would cut taxes on personal incomes by 
10 per cent in each of the next three years, 
in addition to accelerated depreciation for 
business and higher expenditures on def¬ 
ence. But given the huge deficit projec¬ 
ted for fiscal 1981, some of his advisers, 
including the Treasury Secretary Mr 
Donald Reagan, are having serious 
second thoughts. The proposed Kemp- 
Roth tax cut would immediately add about 
$28 billion to the deficit. When coupled 
with accelerated depreciation for business 
(at least $7 billion) and additional defence 
spending (another $5 billion to $10 billion) 
the total deficit would soar to $100 billion 
or more. This, in their view, would be 
highly inflationary, it would push up 
interest rates even higher, crowd out pri¬ 
vate-sector borrowing, and undermine the 
dollar. Such a denouement would be 
disastrous. The budget deficit they insist, 
||must be held down at all costs. Tax cuts 
must therefore be matched by spendi* g 
cuts. Otherwise they should be postponed 
until the deficit is reduced drastically. 



Mr Stockman rejects this view. “If wc 
fail to cut taxes, wc have no chance, no 
hope, of bringing the budget into balance” 
he has argued, a view that is supported 
not only by radical Republicans, but ap¬ 
parently by Mr Reagan himself. Tax cuts, 
in their view, is an essential tonic for the 
economy, it would stimulate growth, and 
higher growth alone can increase revenue, 
reduce unemployment, cut federal spend¬ 
ing on unemployment benefit, and thus 
help eliminate the deficit altogether. They 
even believe that the revenues lost through 
tax cuts would be more than compensated 
by the inflow of fresh revenues they would 
generate by restimulating the economy. 

General View 

However, such unbridled optimism is 
shared by very fev'. The general view is 
that, at best, something like 40 per cent 
of the revenue los! through lax cuts might 
be recouped from a speed-up in the GNP 
growth, and even this will happen only 
after a considerable time lag. What 
psychological impact it will meanwhile 
make on the public and on the financial 
markets remains a big question. If it 
feeds inflationary expectations, then the 
game may be lost right at the .start. 

Yet, Stockman and company h ive good 
reasons to worry about the conventional 
Republican thesis : “Cut spending, pre¬ 
ferably dollar for dollar, before you cut 
taxes”. About three-quarters of the 
federal budget is considered uncontrol- 
able, or “untouchable”, because it con¬ 
sists of “entitlements like Social Secu- 
rify and Pension Fund benefits, Medicare, 
unemployment benefit, interest on na¬ 
tional debt, and a host of other items— 
for which firm, longer-range commitments 
are already in place. Besides, a quarter 
of the current year is already over, and 
finding savings from the remaining nine 
months’ provisions would be correspond¬ 
ingly more difficult. And finally, there is 
the commitment on which President 
Reagan will never renege, namely, to 
boost defence expenditure immediately 
at least by $5 billion, but more likely by 
$10 billion or more, over and above 
what is provided in the Carter budget. 
In the circumstances, to start with spend¬ 
ing cut, they fear, would be to start on 
the wrong foot. It would immediately 
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stir up a hornet’s nest of special inter¬ 
ests, and tie up the ad mi nj.st ration in a 
non-win situation. As a result, the new 
presidency would lo.se much of its mo¬ 
mentum, its fleeting hontymoon period 
would be squandered, the economy 
would sink deeper into stagflation, and 
the budget into still larger deficit. Mr 
Reagan would then bog down into a 
crisis essentially similar to that of Mrs 
Thatcher. 

Monumental Task 

Does such a prospect worry the Presi- 
deni-clecl Mr Reagan ? The question was 
put to him recently in a Time magazine 
interview. His reply was ; “No Fngland 
is about 15 years ahead cf us ingoing 
down that road of intervention and out¬ 
right nationalization of industries. I 
think Prime Minister Thatcher has a 
monumental task”. [Time, Jan. 5, ‘81). 

The fact is that the comparison bet¬ 
ween the two economics- and the two 
personalities—is greatly overdrawn, and, 
as a result, Mr Reagan’s potential risks 
are grossly exaggerated. The British 
economy, in terms of GNP, is about a 
tenth of the USA’s; it has an overblown 
public sector with too many nationalized 
—and bureaucratised—industries, run 
rigidly and indricicntly, and plagued with 
huge losses year after year. This public- 
sector hemorrhage has been going on for 
two decades, or more. By contrast, the 
USA has been blissfully immune from 
such affliction.s. 

Besides, the vast US economy is enor¬ 
mously rich in resources—land, water, oil 
gas, coal and other minerals, also in 
capital as well as science and technology. 
Its fat-dripping federal budget will soon 
exceed the $700-biliion mark. To trim 
it by .some $50-billion is, after all, not a 
superhuman task, despite all the hue and 
cry raised in the press and m tlic Con¬ 
gress. It is, above all, a function of 
Presidential will. Mr Reagan knows it 
well enough. That is, no doubt, the 
secret of his quiet sclf-confidcnce. 

To take one more point, Mr Reagan, 
though a hard-core conservative, is a 
true pragmatist, ready to compromise in 
a great many things while doing his best 
to salvage the fundamentals of his con¬ 
victions. Mrs Thatcher, by contrast, ii 

FEBRUARY 6, 1981 ] 



New pig iron refining process 

The ]ji\\mburg Steelworks ARBED and the French Iron and Steel Rest arch 
Institute (IRSIP)^ togitfier with French steel-making companies, pirfoctid a new 
pig iron refining process a few years ago and developed it industrially under the 
denomination of LBE (Lance-Brassoge-Fquilihre), 

I hi thw process, applied to botfom-hlown convcrtirs, makes it possible, bv 
tmans of tlu controUel injection of a neutral gas through permeable comporunts 
housid in tin bottom of the convertir to modulate relations bctw^^cn tlu slag and 
flic metal and to draw' nearer to thermodynamic balance between these two 
phases, both for hematite pig iron and for basii. pig. 

The LBE process which is Jointly marki ttd by ARBED and IRSfl) has the 
following advantoges : 

Very great flexibility in charging pig iron and scrap with, if necissur}\ the 
possibdity of substantially increasing scrap charging: 
cosier blast control: 

— incrcasid productivity of the facilities: 

— improvid iron output: 

rcducid consumption of deoxidizers and iron alloys: and 

— production of In tier quality sfcel. 

The process will he operational in twclu stcefw'orks cquippid w'ith bottom- 
blown converKrs in Luxemburg, Fraii' C and tlu Fcdiral Republic of ii< rmuny, 
Lic( nee contracts have just bet n signed with tw'o big North Ann rican iron and 
steel companies. 


rigid, surprisingly so far a Prime Minister 
of Britain, the country that taught us such 
axioms as “politics is the philosophy of 
the second best”, that without compro¬ 
mise there can be no public life, that the 
“politics of exclusion” carries within it 
the wseeds of failure. 

On the election night, after Mr Reagan's 
sweeping victory, Ldward Heath, the 
former Conservative Prime Minister, 
made a comment. He hoped Mr Reagan 
was too intelligent to accept monetatist 
theory which had “a ruinous” and “cata¬ 
strophic” effect in Britain in 18 months 
of the T hatcher (lovcrnmcnt. His hope 
had a prescient quality. Mr Reagan 
show's every sign of steering clear of 
Fricdnianite exltcmism, despite the zea¬ 
lous pleadings of some of his young ad¬ 
visers. He has also chosen a Treasury 
Secretary who, like Reagan him.self, 
knows (he critical importance of interest 
rates and is unwilling to sacrifice them 
at the altar of blind monctari^sm. 

No. there is no risk that Reagan will 
be Thaichcriscd. 


SDR Basket: 
Demanding Criteria 


The nevvi.y simplified and unified five- 
currency basket for valuing the SDR and 
determining its interest rate look effect 
on January 1, H>8I under a decision of 
the IMl ’s Fxccutivc Board taken in 
September. The currencies and their 
weights are: US dollar, 42 per cent; 
dcutscl’c mark, 19 per cent; and French 
franc, Japanese yen, and pound sterling, 
per cent each. 

Continuity was maintained on July 1, 
1974, when the method was changed 
from valuing (he SDR in terms of the 
US dollar at par value (at that time, 
SDR I 1.20635) to a method of daily 
valuation based on a basket of 16 cur¬ 
rencies. and it was also maintained on 
July 1, I9‘ 8, when the list of 16 curren¬ 
cies and their weights were revised to 
reflect changes in exports in 1972-76. 
As on these previous occasions it was 
essential that the value of the SDR on 
the last woi king day of the old method 


should be the same, using both the old 
and the new' methods. 

Under the September 1980 decision, the 
Fund on December 31 had to make the 
necessary calculations to determine the 
amounts of the five currencies that 
comprise the SDR valuation and interest 
rale baskets in a manner to ensure that, 
at the average exchange rates for tlic 
three-month period that ended that day, 
the shares of the currencies in the value 
of the SDR would correspond to the 
specified weights while at the same time 
meeting (he requirement of a value for 
the SDR for that day the same as the 
value actually calculated under the 16- 
currcncy basket. 

On previous occasions, it had been 
possible to round the currency units to 
two significant digits while maintaining 
the agreed percentage shares over the 
averaging period. With 16 currencies in 
the basket, there were 65,536 alfcrnalivc 
values that w'ould round to the agreed 
percentage w'cights. and a number of 
these had met the requirement of equa¬ 
lity with the SDR rate prevailing on that 
day. With the reduction to iivc curren¬ 
cies, however, the number of alternative 


currency components that could be 
rounded to two digits was reduced to 
32, greatly raising the possibility that it 
would not be possible to round the cur¬ 
rency units to two digits and still main¬ 
tain the agreed percentage shares and 
the equality of rates under the two 
baskets. 

Before December 31, a number of trial 
calculations had failed to produce a 
solution in which the currency units were 
expressed in two significant digits. The 
Executive Board therefore agreed to a ^ 
set of guidelines for making the compu¬ 
tation. If the percentage deviation over | 
the agreed weight for each currency | 
could not be held within one-half per- ( 
centage point for any currency, the : 
significant digits for the currency amounts 
could exceed tw'o hut in no case could be 
greater than four. 

Despite the improbability, however, 
when the calculations were made on S 
December 31, 1980, the average exchange 
rates for the previous three months yield¬ 
ed a solution within the required one-half 
percentage point of the weights for each 
currency that equalled the value of the 
SDR for that day as calculated under the 



»A«TDPv iTrnN.riMiJ5i' 


412 



I6-currcncy basket and that still rounded 
to two significant figures, as follows: 


US dollar 0.54 

Deutsche mark 0.46 

Japanese yen 34 

French franc 0.74 

Pound sterling 0.071 


The daily calculation of the value of 
the SDIv is based on these quantities of 
each currency, and therefore the pcrcen- 
age share of each currency in the valu¬ 
ation basket varies from day to day with 
changes in exchange rates. 


The Swiss Banks 
in 1980 


Ai TUI- end of September 1980 the sum 
of the balance sheet totals of the 71 largest 
Swiss banks stood at Sfr 361 bn. This 
represents a rise oi’Sfr 24 3 bn, or 10.8 
pel cent, over the year-back level. Over 
f three-quarters of this increase w'as account¬ 
ed for by the five big banks alone: their 
combined balance sheet total rose by 13.4 
per cent over the first nine months of 1980 
to reach Sfr 230 bn. 

Much of I he expansion in the balance 
sheet totals was attributable to a heavier 
inflow of funds—deposits rose by Sfr 
21.4 bn (7. )“„) between January and the 
end of September 1980 to reach Sfr 
320.9 bn -and the larger piirt of these 
funds originated within Switzerland. Inter¬ 
bank funds fell somewhat while customer 
deposits showed pleasing growth, although 
their structure was much influenced by 
the authorities' interest rate policy. 
Interest on the various types of savings 
accounts has for a long time been held 
below the markcl rates; this has had the 
result that assets held in savings books 
and similar accounts—which w'erc mount¬ 
ing steadily as recently as 1979—fell by Sfr 
6.1 bn during the period under review' 
alone. 

For similar reasons, sales of medium- 
term notes met with .some difficulties: 
overall, however, the level of funds in- 
l^vested in these notes—which was static 

the previous year—rose by Sfr 5.8 bn. 

When combined, these figures for the 
two categories of customer deposits of 



greatest importance in financing credit 
business, actually show a decline. For 
this reason the banks have htid to rely all 
the more on investments bearing irUeresL 
in line with market rates. This applies in 
the first olacc to mortgage and other long¬ 
term bonds, which attracted additional 
funds to the tune of Sfr 2.6 bn between 
Januaiy and September J980 compared 
with Sfr 622 m in the same period of 
1979. The same is true of lime deposits, 
which rose by some Sfr 16.5 bn: this was 
almost twice the previous year’s rise which 
itself was unusually large. They are thus, 
after savings, the largest single category 
of deposit in the Swi.ss banking system. 
Lastly, current (checking) accounts showed 
a decrease as in the previous year. 

Tne above trends show that the overall 
structure of customer deposits lias seen 
a shift to high-interest deposits which, 
in part, arc of quite a volatile nature. 
This shift was all the more marked since 
in the earlier part of the year the thriving 
domestic economy kept demand for 
longer-term credit high, and only tow'ards 
the autumn did it flag somewhat. 

Overall Value 

The overall value of loans to domestic 
borrowers in the first nine months of 
1980 was Sfr 15.1 bn, more than twice 
the previ(>us year’s figure. Accompiiny- 
ing the high level of constructional and 
investment activity, mortgages (includ¬ 
ing mortgage loans) accounted for around 
three-quarters of the increase. The adjust¬ 
ment of mortgage rates in line with the 
rising cost of mimey met, after a I/2 per cent 
increase effected at the beginning of April, 
with resistance from the authorities and 
political institutions. This not only caused 
a strong contraction of interest margins, 
but also increased the number of tran¬ 
sactions which, when closely calculated, 
proved no longer to cover costs. The 
situation will not be improved significantly 
by the planned raising of the mortgage 
rate by 1/2 per cent in March 1981, 
since this rise will be accompanied by 
equally large, or even larger, increases in 
the interest on the various types of savings 
account. 

Such a state of affairs gives cause for 
concern, since in the longer term it will 
inevitably have a .serious cflect on the 


financing through bimks of rcsidentia 
construction, and this in turn will lead b 
increased and costly intervention by th 
state. The experience of certain forcigi 
countries points to I he familiar vicioti 
circle which ci)mcs into being whioj 
methods of financing conflict with free 
markef principles. It is therefore im 
porlant to act to check such a trend, ij 
particular with a view lo protecting ten 
ants, who in the long run stand to suffc 
a serious drop in their standard of living. 

Falling off Demand 

The Swiss banks, and in particular th 
three big banks, continued to participat 
willingly in export financing. Howevei 
with only Sfr 4.8 bn worth of foreigi 
credits being taken up, Iasi year’s corres 
ponding total of Sfr 8.8 bn was far fror 
being equalled. This discrepancy may ii 
part be due to the falloff in demani 
owing to the economic downturn h 
some important debtor coiiniries. Bu 
the prime cause is undoubtedly the inor 
widespread caution in foreign busines 
induced by the mereased country risks an« 
the unstable state of world politics. Thi. 
is true in particular of transactions un 
related to the delivery of goods o 
provision of services by Swiss businesses. 

Overall, domestic and foreign loan: 
granted by the 71 banks providitij 
monthly statistics rose during the firs 
nine months of 1980 by Sfr 19.9 m t< 
reach Sfr 227.5 bn -rather less than tin 
rise in deposits. The difference betweer 
these two totals was placed mainly ir 
securities, bills of exchange and held a? 
bakmccs with other banks, these area? 
serving as interest-paying .secondary re¬ 
serves of liquidity, (’a.sh resources, oi 
the other hand i.e. cash plus balance? 
at the central bank and on postal cheque 
account—decreased by Sfr 1.4 bn, bin 
have at no lime failed to comply with tht 
Swiss banking laws' strict requirement? 
regarding cash liquidity. 

Coming inio force at the beginning OI 
1981 arc some important amendment? 
lo the regulations concerning capita 
and reserves lo be held by banks. These 
amendments will bring about not only a 
further strengthening of the regulations, 
which arc already amongst the strictest 
in the world, but will also alter their 
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Iiasic structure. The capital and reserves 
Inquired will no longer be determined 
according to liabilities as at present, but 
according to assets. Furthermore, they 
arc to be calculated on the basis of con¬ 
solidated balance sheets, and for non¬ 
hanking holdings particuliirly high re¬ 
quirements for capital adequacy are 
planned. The new regulations arc, ac¬ 
cording to rough estimates, likely to call 
for additional reserves of Sfr 450 to 
Sfr 600 m. A transitional period lasting 
some years is, however, planned, and 
there will in future be the po.s.sibilily of 
accommodating 10 per cent of capital and 
reserves in subordinated bonds. 

Nevertheless, the new' requirements do 
place an extra burden on the Swiss banks, 
thereby impairing their competitiveness in 
international business. For this reason, 
and also because of growing competition 
from financial centres abroad, the 

weakened payments position of many 
developing countries and the economic 
and political uncertainties, the banks are 
looking forw'ard to the coming year with 
^mixed feelings. Their outlook might best 
be described as being one of ‘cheerful 
pessimism’. 

- 

Intervention by 
'Central Banks 


‘Inter VENI ION hy major central bunks in 
the foreign exchange markets is estimated 
at about S19 billion in the August- 
‘October quarter, compared wiih S23 bil- 
'lion in the previous quarter and a record 
‘$38 billion in February-Apnl 1)79, ac- 
i;,cording to Mr Scott Pardee, Senior Vice- 
President of the I'ederal Reserve Bank of 
New York and Manager of the Federal 
Reserve System's Open M irket Account 
for Foreign Operations. Purchases of 
foreign cuirencics by the federal Reserve 
iBank of New York, on behalf of the US 
Treasury and the Federal Reserve Sy.s- 
itcm, amounted to S3.38 billion in Augusl- 
.October, The majoiity of these purchases, 
or the equivalent of S3.13 billion, con- 
isisted of deutsche mark, with therem i i- 
being French francs (SI58 6 million) 

f d Swiss francs (S8.75 million). The 
rchases were used to repay outstanding 
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swap balances w'ith the Deutsche Bundes¬ 
bank (S873 million) and with the Bank 
of France (S 165.2 m^lion), with the 
Treasury and the Federal Reserve Sys¬ 
tem adding the equiva'ent of about $2 
billion to their balances. The Federal 
Reserve B.ink of New York notes that the 
purchases were the largest since the 
February-April 1980 quarter, when the 
US authorities bought the equivalent of 
$4.8 billion in deulschc mark, yen, and 
Swiss francs. The Bank also notes that 
the latest quarter is the first since 
February-April 1979 in which the System 
has closed the quarter without any swap 
debt out.standing. Sales of foreign cur¬ 
rencies by the US authorities during 
August-October amounted to the equiva¬ 
lent of $69.6 million deutsche mark. 
federal Reserve Bank of New York. 


High Surplus for 
Oil Exporters 


Oil expor ieks identihed cash surplus was 
$26 billion in the second quarter of 1980, 
slightly higher than in the previous 
quarter. Some $13 billion was deposit¬ 
ed with banks—split about equally bet¬ 
ween Eurocurrencies and don«estic cur¬ 
rencies—while there was net disinvest¬ 
ment of short-term government securi¬ 
ties in both the United Kingdom and 
the United States. In the first half of 
1980, the amount of new funds placed in 
those two countries fell to some 40 per 
cent of total identified investments as 
more was placed in other industrial cen¬ 
tres notably the Federal Republic of 


Germany, Japan, France, the Nether¬ 
lands, and Switzerland. Some $10 
billion was placed in bank deposits in 
these countries and a further $7 billion 
in other assets was placed mainly in the 
Federal Republic of Germany and Japan, 
Despite large increases in bank deposits 
denominated in deulschc mark, Swiss 
francos, and yen, there was some reco¬ 
very in the share of dollar-dcnominatcd 
bank deposits in the second quarter, and 
at end-June the dollar share of total for¬ 
eign assets was probably just over 70 
per cent. The current account surpluses 
of the oil exporting countries arc esti¬ 
mated to have risen to some $65 billion 
in the first half of 1980. Debt incurred 
in eailicr years was repaid, whil^ trade 
credit extended was modest in relation to 
export revenue growth. Consequently, 
the disposable cash surplus for the first 
half of 1980 is estimated to be about 
$60 billion, still substantially greater 
than the deployed surplus of $50 billion 
identified so far. In the third quarter, 
oil exporters’ placements in the United 
Kingdom rose by $6 billion, mostly in 
dollar-denominated bank depo.sils. There 
was a further rundown of Treasury bill 
holdings but continued purchases of 
gilt-edged stocks (holdings of which have 
risen by the equivalent of about $ 1.5 
billion since the beginning of the year). 
Oil exporters’ investments in the United 
States rose by $2 billion in ihe third 
quarter, with bank deposits falling by $2 
billion. Partial figures for the Federal 
Republic of Germany suggest that in the 
first two months of the third quarter 
placements rose by some $1.5 billion, in¬ 
cluding investments in the public sector. 
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Point of Veiw 


Role of Infrastructure in 

Agricultural Development 

A.J. Singh, B.S. Bhullar & S.K. Singla 


A study undertaken by the authors who are associated with the 
Pun]ab Agricultural University, Ludhiana, to isolate the factors which 
determine the variations in farm productivity between various 
districts of the Punjab-Haryana region reveals that productivity is 
affected positively by irrigation. Other factors are fertilisers, credit, 
labour, literacy and cropping intensity. Among the various factors 
technoiogicai infrastructure ranks the highest. 


Thii Punjmj-Haryana region lijis recor¬ 
ded spectacular increases in produc¬ 
tivity in agriculture since the inception 
of the new farm technology in the mid- 
sixties. However, despite the fact that 
these two arc at the top amongst 
the States, there are sharp inter-district 
differentials in the level of agricultural 
productivity. In order to gain an insight 
into the sources of productivity growth, it 
seems useful to identify (he relative role 
of the factors which are responsible for 
these differentials. The present study, there¬ 
fore, was undertaken to i.solate the fac¬ 


tors which determined the variations in 
agricultural productivity between the dis¬ 
tricts of the Punjab-Haryana region. 

For the purpose of this study, first an 
attempt was made to examine the con¬ 
tribution of individual factors in explain¬ 
ing inter-district variations in agricultural 
productivity through regre.ssion analysis. 
This analysis was sunplementcd with the 
more powerful and sophisticated technique 
of factor analysis to identify and arrange 
the sets of factors responsible for varia¬ 
tions in agricultural productivity. 

It was hypothesised that variations in 


agricultural productivity (Y) are due t< 
per cent area irrigated, tractor density 
fertilizer consumption, credit use, proper 
tion of agricultural workers, land-mat 
ratio, per cent literacy, cropping inten 
sity and area under high yielding varic 
tics. The detailed specification of thi 
variables is as under. 

Y Productivity per hectare of crop 
IX'd area, ft was calculated bj 
evaluating the output of 14 majo. 
crops for each district and divid 
ing by the gross cropped area o, 
the respective districts. 

2:Yi, Ai, Pi, 

Algobrically, Y^ -- * 

^Ajif 

k 

j I . . .Z 

Iv I . . .14 

where Yj is the productivity index for tht 


Table 1 

Regression Co-eilicients of the Various Independent Variables for the Linear and l.og-linear Functions 


Func- 

Dependent 

Constant 

%agc of 

No. of I crtilizer J.oans 

%agc of 

Land per 

%:ipe 

Cropping 


tion 

variable 

term 

gross 

tractors consump- by Agril. 

agril. 

agril. 

Lite- 

intensity 



y 


area 

per 000' tion per 

Coop. 

labourers worker 

racy 






irrigated 

heel of hcct (kgs Soc. per 

to total 

(Hcct.) 







to total 

crop- of nutri 

- hect. of 

agril. 








cropped 

ped ents) 

cropped 

force 








area 

area 

arei* 











(Rs.) 








a 

X, 

X 2 X, 

X4 

X, 

X. 

X, 

X« 





** 

*** 

* 

♦ ♦ 


+ 



Linear 

Productivity per 

-^2448.7 

1 6.2847 

2.7488 7.1521 

0.7711 15.3035 

-^55.9808 

17.8343 

11.4229 

0.9276 


hectare of crop¬ 


(2.5243) (0.6641) (3.6430) 

(1.8100) (] 

’.3222) 

(-0.7412) 

(1.853) 

(4.0902) 



ped area (Rs.) 


*** 

** 







Log- 

Productivity 

— 1.1103 

0.2447 

0.0379 0.1432 

0.0522 0.4204 

0.0117 

0.3111 

1.0463 

0.9347 

Linear 

per hectare of 


(3.0604) (0.7728) (2.7384) 

(0.8572) (1.7373) 

(0.1210) 

(1.7635) 

(4.0552) 



cropped area 
(Rs.) 











Note 1. Figures in the parentheses are the respective ‘t’ values. 

2. """^Significant at one per cent level. """Significant at five per cent level. "‘Significant at ten per cent level. 
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jth district, Yj^ is the yield of the kth crop 
in jth district, is the harvest price of 
the kth crop in the jth district and Aj^ is 
the area under the kth crop in the jth 
district. 

Xi - Irrigated area as per cent of net 
area sown; 

X2 — Number of tractors per thousand 
hectares of cropped area; 

X3 “ Fertilizer consumption per hectare 
(kgs of nutrients); 

X4 = Loans advanced by agricultural co* 
operative societies per cropped hec¬ 
tare in rupees; 

Xs “■ Percentage of agricultural labou¬ 
rers to lotal agricultural work 
force; 

Xft — Land per agricultural worker in 
hectares; 

K^ --- Percentage literacy; 

= Cropping intensity; and 
- Area under high yielding varieties. 

Linear and log-hneai functions were 
itted to the district-wise data for 23 dis- 
ricts comprising Punjab and Haryana for 
he year 1977-78. However, the first run 
>f the analysis indicated the presence of 
nulti-collinearity between per cent area 
mgated (X,), area under HYV (X.,) and 


fertilizer consumption (X3). In the second 
run, area under HYV was omitted and 
the irrigation var.ablc was transformed 
to a new variable—per cent of gross area 
irrigated to total cropped area—which was 
instead considered for analysis. 

However, the above analysis does not 
provide us with any idea of the sets of 
factors which go together. Factor ana¬ 
lysis was considered to be a suitable 
technique, the use of which can help 
adequately describe the sets of indepen¬ 
dent variables by a smaller set of factors. 
The procedure of factor analysis attempts 
to estimate the values of regression co¬ 
efficients where the original variables arc 
regressed on the factors. These co- 
etheients of regression are referred to as 
factor loadings. In the present study, the 
principal axis method is used to obtain 
these co-cihcicnts and then they arc rotat¬ 
ed using varimax criterion in order to 
obtain a better conliguralion of the 
factors 

The distnct-wisc data for this study for 
Punjab and Haryana which formed part 
of the erstwhile Punjab State prior to re- 
organiztuion were collected mainly from 
the Statistical Abstracts for 1978 i.ssued by 
the respective State Economic & Statistical 
Tahlh 11 

Factor lj>adings and Communaiities 


Organizations These data were 
supplemented with data on agricultural 
credit from the Registrars of Co-operative 
Societies of the two States 

The results of regression analysis are 
indicated in Tabic 1. It would be seen 
that in the linear function which gives a 
larger number of significant variables, 
agricultural productivity is affected positi¬ 
vely and signilicantly by gross irrigated 
area, fertilizer use, co-operative credit, per 
cent of agricultural labourers to total 
agricultural force, per cent literacy and 
cropping intensity. Whereas all other 
variables aifcct productivity favourably, 
land-man ratio affects it unfavourably 
though non-significanlly. This function 
explains about 93 per ccnl of the inter- 
district variations in agricultural producti¬ 
vity. 

The results of the lactor analysis using 
varimax matrix rotation arc presented in 
Table II in the form of common factor 
loadings for the four factors and all vari¬ 
ables Y, X,, X;.X,4. hach entry 

r,j represents the correhlion between the 
ith variable and jth factor. This r‘-’,, can 
also be interpreted as the proportion of 
variation in ith variable explained by jth 


^ariablc/Factor 


F2 

F, 

1-4 


?roductivity per hectare fRS) 

0.277 

0.883 

0.255 

0.143 

0.9419 

Xrca irrigated as percentage of nel area sown 
>Iumber of tractors per thousand hectares of 

-0.088 

0.969 

—0.023 

4).0I6 

0.9475 

cropped area 

fertilizer consumed per hectare of cropped 

0.512 

0.64,1 

0.234 

—0.293 

0.8162 

irea (kgs of Nutrients) 

Percentage of area under H.Y.V to total crop¬ 

0.353 

0.851 

0.036 

0.208 

0,8932 

ped arcii 

0.283 

0.874 

0.068 

0.118 

0.8625 

Poultry per thousand hectares of cropped area 

0,801 

0.298 

—0.260 

-0.107 

0.8095 

Jveslock per thousand hectares of cropped area 

0,805 

0.137 

0.049 

0.036 

0.6705 

<oad length per hundred sq. kms of area <Kms.) 

0.705 

0.34S 

-0.381 

- 0.314 

0.8619 

Kjrcentiige of agril. labourers to total agril. workers 

-0.825 

- -0.096 

^0.234 

—0.203 

0.7858 

ij&nd per agril. workers (Hect.) 

—0.611 

-0.463 

-0.225 

0.124 

0.6537 

Percentage Literacy 

0.893 

0.181 

0.155 

0.001 

0.8542 

"^reentage of assured irrigation to total area irrigated 

0.801 

0.059 

0.198 

0.257 

0.7503 

ijropping intensity 

0.177 

0.044 

0.904 

-0.018 

0.8508 

Quraber of agril. markets 

oioans advanced by co-op. agril societies per hectare 

0.155 

0.578 

0.634 

0.0.57 

0.7633 

ST cropped area (Rs.) 

0.096 

0.196 

0.002 

0.956 

0.9616 

I^ercentagc of variation explained 

jfe . 

32.64 

29.89 

11.53 

8.77 


f 
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factor. In other words, r®, + **^2 + ^® 3 +r* ^ 
^presents the extent of variation in Xi 
f explained by ail the four factors. This 
quality is also called commiinality and is 
shown in the last column of the tabic 
corresponding to each explanatory vari¬ 
able. Communality is, thus, similar to 
R® in regression analysis. 

The communality index for producti¬ 
vity is 0.9419 which means 94.19 per cent 
of variations in productivity arc explained 
by fotir lactors. It with seen from this 

J ble lliat communalities of all variables 
between 0.6537 and 0.9616 which indi¬ 
cates that all the four factors explain each 
variable to the extent of more than 65 
per cent. Therefore, it can be inferred 
that the factors that have been formed 
adequately represent the original set of 
variables. 

The collimn-wise entries show the ex¬ 
tent of relationship between various factors 
and variables taken one by one. These 
quantities also help in clubbing the vari¬ 
ables with the highest factor loadings with 
^ the given factor. The variables with the 
highest loadings in ctich row arc noted 
and those falling in the same column are 
said to represent that particular factor. 
The clubbing as is clear front Tabic II is 
discussed below in the form of different 
factors that emerge. 


First Factor (Fj\ Resource Infrastructure 

The first factor F, has the highest 
loading for percentage literacy, percentage 
of agricultural labourers to total agricul¬ 
tural working force, livestock per thou¬ 
sand hectares of cropped area, poultry per 
% thousand hectares of cropped area, per¬ 
centage of assured irrigation, road density 
and land-man ratio. This factor explains 
32*64 per cent of total variability in the 
variables set as is clear from the first 
column of Table II. As far as producli^'ity 
IS concerned, P' | explains 7.67 per cent of 
the inter-district variations as can be seen 
by the first element of the first row. This 
factor can be called resource infrastructure 
as it comprises mainly the human and 
livestock resources and allied parameters. 
Even literacy which forms a component of 
^^his factor represents the quality of the 
^^puiman factor. Similarly, per cent of 
assured Irrigation to total irrigated area 
defines the quality of the land resource. 


Further, road density is a function of the Fourth Factor (F4); Financial Infrastriic- > 
human and livestock population. ture 


Second Factor (F2); Technological Infra¬ 
structure 

It would be seen that the second factor 
(F 2 ) explains 29.89 per cent variations of 
the variables set. The variables having 
highest loadings with the second fiiclor 
arc per cent area irrigated, per cent area 
under high yielding varieties, fertilizer 
consumption per hectare, and tractor 
density per thousand hectares. This factor 
explains 77*97 per cent of the variations 
in productivity between districts. This 
factor may be termed the technological 
infrastructure as it mainly comprises 
technical and direct inputs to agriculture 
and is most crucial in explaining inter- 
district differentials in productivity. This 
is indicative of the fact that by augment¬ 
ing the flow of technical inputs to the 
farmers in the less developed regions, the 
intcr-district differentials in productivity 
can be narrowed down substantially. 


The fourth factor (F 4 ) is represented by 
loans advanced by agricultural credit 
societies as it is deployed to purchase 
different inputs such as chemical fertilizers 
etc. This may be termed financial in¬ 
frastructure. It alone explains 8.77 per 
cent variations in the credit advanced per 
hectare to various districts. Further, this 
factor explains 2.04 per cent of the inter¬ 
district variations in productivity. 

The foregoing analysis has revealed 

1 ) that productivity is effected positively 
and significantly by irrigation, 
fertilizer, credit, labour, literacy and 
cropping intensity, 

ii) that of the different sets of factors 
which effect productivity, technolo¬ 
gical infrastructure ranks the highest 
followed by resource infrastructure, 
cropping and market intensity infra¬ 
structure and financial infrastruc¬ 
ture. 


Third Factor (F,) : Cropping & Market 
Intensity Infrastructure 

The third factor has the highest loading 
for cropping intensity and agricultural 
markets. This factor explains N.53 per 
cent of the inler-district variations in this 
.set of variables. Further, this factor 
explains 6.50 per cent of the intcr-district 
differentials in productivity. This factor 
may be christened as cropping and market 
intensity infrastructure. Higher the crop¬ 
ping intensity, higher the agricultural 
production and hence higher the number 
of agricultural markets to cope with the 
marketing requirements. 


It follows that tlic programmes and 
policies for agricultural development 
should be oriented to the provision of the 
different types of in fra structures which 
constitute the sinews of development in 
this order. 
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Point of Vmw 


Corporate Identity and Social Audit Dr Amar Nath Dutla 


At the prestnt century is fast approaching its end, many questions 
crop up on social audit and its growing Interface with corporate 
accountability against a vista that keeps always changing. In this 
respect, the primary task is methodological. Although modern 
management now baffles in its figtt against entry of vaiue 
concepts in computational terms, a very sophisticated alert public 
opinion tends to undo such efforts and is set to incorporate social 
audit as part of the emerging financial discipline. 


INPRACIJCAL usage, social audit is re¬ 
duced to utterly a sophisticated evaluation 
of the social performance of a company 
with reference to its order and objectives 
by an independent agency wiih the ulti¬ 
mate aim to stamp out misuse of power. 
Unfortunately, while in this country the 
available financial information is overtly 
limited to processing financial results 
and related statistics, the Sachar Panel 
deplored that no social performance 
evaluation worth the purpose has been 
provided by any company to measure 
its contribution to social responsibility. 
In this regard, it will be of some interest 
to recall what is going on in the more 
developed countries of the West. As 
pollution and depletion of natural re¬ 
sources gain more public attention, the 
interests of various groups are being 
enlisted and by the time business reckoned 
with these problems as being very much 
real, the cost of correction and necessary 
reorientation of capital investment and 
|organisation had reached major propor- 
■ tions. Companies in the developed 
countries through fairly long trial and 
, error methods have been able to identify 
at least some measures with which to 
assess the various social welfare criteria. 
This further requires the identification 
and evaluation of both kinds rf social 
cost generated and the groups that bear 
those cos’s. 

During the last decade, a number of 
social audit reports have been published 
by various companies in line with the 
Social Audit Ltd in the UK. While the 
case for a sy.slematic. independent moni- 
^Soring of corporate social performance is 
l^rticularly advocated, such issues as 
:^lightened consumerism, pollution, pro¬ 


duct-mix and other related areas depict¬ 
ing moral and social responsibilities arc 
examined with serious overtones. Even 
after the broad parameters are set ar.d 
mostly agreed upon, theoretical cons¬ 
tructs for evaluation and control remain 
still hazy for difficulties persist in ade¬ 
quately locating responsibility and also 
drawing logistics for effective social cost 
control in modern corporate accounting. 
Welfare economics bears a methodologi¬ 
cal kinship to micro-cconomics bui is 
concerned with the distribution of income 
and aggregate productivity and efficiency 
as also with disintegrated optimality. 
Depending on one’s orientation, there 
arc several meanings to the term exter¬ 
nality. These are; 

(1) economic externality assumes com¬ 
petitive equilibrium in a market economy; 

(2) a more substantial issue is the 
definition betwci n the monetary evalua¬ 
tion and cost benefits and evaluation 
based on welfare; 

( 3 ) finally, the usual presumption of 
“things are constant” is partially relaxed. 

Generally, changes in the level or slope 
of supply and demand curve would have 
to be considered in calculating external 
or social impact. 

Two other externalities arise when per¬ 
formance is assessed on a macro level. 
Environmental externality, including both 
the third party concerns capture (the 
economist’s definition) and certain impacts, 
on other parties are involved in a chain of 
transactions. The assumption “all parties* 
optimisation” depends on macro power 
and information resources available to 
buyers and sellers. Planning externality 


consists of unplanned or unforeseen facta. 
This concept differs somewhat from 
economic and environmental externality 
as they may arise among first, second or 
third parties. In whichever way these 
ideas are tested and incorporated into a 
whole, externality in effect is a benefit or 
cost arising directly or indirectly from 
transaction between a buyer and a seller 
or from a chain transactions enjoyed or 
suffered by a second or third party which 
can be anticipated explicitly based on 
profit maximisation or some other opti¬ 
misation criterion. 

The Problems 

Within this special framework are 
problems of determining optimality, risk 
and the problem of setting priority or 
weights among different social objectives. ^ 
Broadly speaking, techniques of cost 
benefit analysis allow one to determine, 
in economic terms, “Net Social Profit” 
associated with gains and sucrifice of 
specified interest rates. The usual proce¬ 
dure of imputing “shadow Prices” from 
the market commodity or service yields 
a similar effect. 

Giant corporations today are in a state 
of frenzied nervousness and are beset 
with the highest degree of animated sus¬ 
pense. Not only is the financial infras¬ 
tructure utterly destabilizing throughout 
the world, typified by the gyration of * 
currencies, and inflation hysteria is re¬ 
flected through violent shifts in interest 
rates structure, but also the entire global 
framwork that stabilises world trade 
relations in the giant corporations is rat¬ 
tling and is in danger of drifting apart. 
The international financial system is in 
utter jeopardy. 

some sort of demassifioation, that is^ 
division into smaller pieces has obsessed 
the corporate profile. What further 
accelerates ar.d deepens the identity 
crisis is the emergence of a global move¬ 
ment with its emphasis on radical changes 
incorporate policy pari pom a restate- 
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me^t of the corporate objectives Things 
are already on move. 

The issue at stake here is not whether 
the changes are desirable or not or 
whether the corporations themselves are 
increasingly responsible for the side ef¬ 
fects of everything from air pollution to 
executive stress. More important is the 
concept that the charges against corpo¬ 
rations arc variously implied. And it is 
not surprising that a new kind of insti¬ 
tution is fast emerging out of the ashes 
the old, a multi-purpose institution 
responds in diverse ways to external 
complex ecological, moral, political, 
racial, humanitarian and social pro¬ 
blems. 

Environmental Impact 

In management terminology, the over¬ 
tone will have to be pitched in favour 
of ' dimensioning the environment. 
Because of its synergic production func¬ 
tion, the corporation is also a key 
“producer” of environmental impact. If 
.4lie exponential curve of economic growth 
is to be maintained in tact, the future 
management will have to i ssumc the 
responsibility for converting the corpo¬ 
ration's environmental impacts from 
negatives into positives. The social 
environments typified by heterogeneous 
group personalities like academic and 
religious institutions, natural, organisa¬ 
tional, local environmental, social, 
athletic, political, ethnic and civil groups 
have now forced the corporations to 
maintain equilibria! relationships among 
them. The corporation of today has 
'^now to develop a new system of values 
altogether. The very definition of “pro¬ 
duction” is now drastically altered to 
incorporate the lateral and the central 
effects of corporate action as well as the 
long range and the intermediate. 

In examining the implications of evalu- 
. ating the social performance of business, 
the modern approach is thus to view the 
enterprise characteristically as a multi¬ 
dimensional social system, nested in other 
systems and proto systems through the 
gooda and services it provides and ec- 
4|||gires, through flows of funds and 
iP^Ugh communication. The firm is 
therefore the public organisation to the 


extent that it operates in response to 
external constraints and stimuli, being 
subject to laws and sanctions, systems 
management growing fundamentally 
through efforts to incorporate in itself 
the inter-disciplinary visions of regional 
planning, cybernetics, operations research, 
management science and other functional 
disciplines of public social administration 
and it is infructuous to argue that the task 
of synthesizing efforts to achieve the 
control system resides only in the social 
matrics system. 

Social Accounting 

Social accounting at present ha^ bjcn 
specialised from two different sources for 
proper evaluaticn of the social performa¬ 
nce of business. Information is properly 
sought about ihe nature and extent of 
social cost attributable to bus ness activity 
and business and managers, on the other 
hand, arc anxious to record for pi-blic 
consumption, through contribution and 
social welfare because such a disclosure is 
considered to have a positive impact on 
the firm's status in capital, product and 
labour markets. But on a mundane 
plane, despite the critical importance of 
measuring and reporting social perfor¬ 
mance of business, comprehensive ac¬ 
counting or auditing efforts are spared. 
More conventional usage is to focus on 
employees’ attitude towards their employ¬ 
er as Fred Blune traces in his “Social 
Audit and the Enterprise” (Harvard 
Business Review, March-April 1958) while 
subsequent development proposed a rating 
system for the use of investors and for 
such dimensions as consumeiism, en¬ 
vironmental protection, opportunities for 
minority group members and women, 
military and defence activity, contri¬ 
bution, etc. 

A more practical approach has been 
devised by Clair 5'atar ;St nford Gra¬ 
duates' School of Business Bulletin, 
Summer 1971) in that rating would be 
based on community perfoimancc relating 
to that of other companies in its indus¬ 
try and location, legal laws, workable 
opportunities, etc. Bui this approach 
appears less sophisticated because of a 
weaker statistical support in obtaining 
feedbacks. 


in recent times, the ABT Associates 
Annual Report (Innovation, January, 
1977) appears to have an edge over others. 
Here Clark Abt reports things that arc 
owned by society as a result of company 
operation. Under this system, i.e. “So- ■ 
cial Income Statement”, which includes :: 
net bcnefii to stress the internal return ' 
developed in the conventional way, is 
integrated into a net social return and in 
case the latter is zero or positive, the de¬ 
duction is that the corporation paying 
the necessary social rent and in the 
reverse, levying the social cost in the 
course of its existence. 

A number of studies have thus been 
made to develop a systematic approach 
toward.-, social accounting and evaluate 
thereby the social environmental impact 
of business. In discovering a heuristic 
model for a decision making for social 
impact that the various models constitute 
—both generalising and capital budgeting 
—aim at a greater conceptualisation and 
measurement of social welfare and require 
sophisticated quantification. But the 
academic appeal of the incorporating 
models is increasingly obvious. Modern 
corporate behaviour extremely values 
applied behavioural science and the 
goal of operationalising businessmen's 
role in the “quality of life” is something 
that really matters. With this end in . 
view, the formal cost benefit arialysis as 
conveniently applied in public sector 
decision making must transcend economic 
variables and seriously admit some sort 
of Ie.sponsibility accounting with regard 
to social assets, liability and efforts. 


Attention Subscribers 

Subscribers are requested 
to notify the non-receipt of a 
particular issue within a month of 
the date of publication falling 
which it may not be possible to 
provide replacement copy. 

Chief Executive 
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on Irufartiy 


Refractory Industry: New Vistas 


With the technological advancements 
and innovations in the various industries 
and for increasing efficiency of heating 
^Operations, there is need for setting up 
' additional capacity sections of refractory 
industry. Some of these sections include 
; carbon refractories for blast furnace and 
chemical industries; monolithics including 
, castables, ramming masses, mouldables 
and gunning material; special refractories 
like Zironium products, self expanding 
, laddie bricks, silicon carbide and silicon 
nitride refractories and high alumina re¬ 
fractories beyond 80 per cent alumina 
content. In the immediate future there 
is scope for the existing units divenifying 
to lake up the manufacture of blast fur¬ 
nace quality bricks, high alumina bricks, 
silica bricks and special refractories such 
as self expanding laddie bricks, bloating 
type of stopper heads and slide gate re¬ 
fractories. 

Demand Projections 

Based on the anticipated steel 
production target of eight main steel 
plants and of mini steel units as well as 
requirements of the other industries, the 
demand for basic, silica and fireclay 
bricks (high grog and high alumina) has 
been estimated to rise in the following 
sectors : Fireclay refractories (high grog 
and high alumina categories): The total 
demand of high grog bricks in 1982-83 is 
estimated at 179,000 tonnes against an 
existing annual capacity of 125,500 tonnes. 
It is expected that the estimated availa¬ 
bility of high grog refractories from up¬ 
coming capacity would be around 209,000 
.tonnes by 1982-83. 

The total demand of high alumina 
. bricks b^'l982-83 is estimated at 66,500 
tonnes. J|||^resent installed capacity 
of 61,6 0WcP les is likely to go up to 
^^'^OOj^raHRthrough the implementa¬ 
tion ofiRBp^^al schemes. The in- 
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creased capacity is expected to meet the 
likely demand by 1982-83. 

The demand for high grog and high 
alumina bricks is likely to go up by about 
26,000 tonnes in case the techno-econo¬ 
mic trials presently being conducted in 
one of the steel plants for use of such 
high quality bricks in steel ladles and 
open hearth furnaces prove successful. 

Installed Capacity 

The total demand for basic refractories 
by 19S2-83 is estimated to be of the order 
of 172,000 tonnes. The existing annual 
installed capacity is likely to go up to 
209,000 tonnes. With the use of better 
quality raw materials, some of the units 
are likely to attain high production levels 
than estimated at 80 per cent of the in¬ 
stalled capacity and accordingly the total 
availability is expected to meet the de¬ 
mand. 

Against the total demand of 93,000 
tonnes of silica bricks from all industries, 
a marginal shortage of about 2,000 tonnes 
is estimated in 1982-83. 

Considering the present status of the 
industry, an additional capacity can be 
set up either through expansion to the 
existing units or by setting up new under¬ 
takings. The present trend is to specia¬ 
lise in particular varieties of refractories. 
In this category would fall items such as 
stopper heads, super refractories based on 
silicon carbide and zirconia insulation 
refractories. Also there is scope for 
setting up units in specialised fields of 
refractories to meet certain specific de¬ 
mands from industries such as ferti¬ 
lizers, glass, ceramics and other 
metallurgical industries. The minimum 
economic size unit for general type of 
refractories is reckoned at 30,000 tonnes 
per annum requiring an overall invest¬ 
ment of aronnd Rs 4 crores. However, a 


unit with lesser investment is possible for 
the manufacture of specialised types of 
refractories. 

The basic raw materials such as firc-^ 
clay quartzite, bauxite, chromite, kaynite, 
magnesite, sillimaniie and fuseJ grains 
like white aluminium oxide mullite are 
available indigenously. The imports are 
restricted to raw materials like tabular 
alumina, bubble alumina, etc. 

The technology for the manufacture of 
general type of refractories is available in 
the country. The industry i.s also self- 
reliant for equipments required fur cal¬ 
cination, pulverisaiion batch handling, 
crushing etc. Heavy duly press control 
epuipment may need to be imported. ^ 

Foreign Collaboration 

Foreign collaboration is being consid¬ 
ered by the Government on merits for 
special categories of refractories such as 
monoliths clectrocast refractory, pyro- 
phillite blotting type sea water magnesite, 
fused grains of zirconia, magnesia and 
alumina and carbon refractories. 

For setting up additional capacity em¬ 
phasis has been on the expansion of exi¬ 
sting units to achieve economic scale of 
production through diversification and ^ 
improvement in quality. It is also pro¬ 
posed to encourage the development of 
new products such as monoliths, 
high alumina refractories, coke oven 
silica bricks, direct bonded high fired 
fused-cast refractories, hot face insulation 
refractories and such other speciality 
products. 

To meet the emerging requirements of 
carbon refractories in various essential 
sectors, existing manufacturers of graphite 
and allied products have been encourag¬ 
ed to take up production of this item 
through diversification of theiT existing 
activities. 


r*rflafde? Singh 
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Growth Strategy for Agriculture 


lodimi Farmer at Crossroad: Daya Krishna; ^wan Publishers, Nevr Delhi; Pp 207; 
Price Rs 60. 

Employment Planning for tlie Rural Poor—The Case of Scheduled Castes and Scheduled 
Tribes; P. Hanumantha Rayappa and Deepak Grover; Sterling Publishers Pvl. Ltd., 
New Delhi; Pp 114; Price Rs 45. 

Inflation and Tndnslrial Workers: G.K. Suri and H.V.V. Chellappa; Shri Ram Centre 
for Industrial Relations and Human Resources, New Delhi; Pp 100; Price Rs 20. 
le Public Sector—An Effective Means of Development: V. Kolesor; Sterling Publi¬ 
shers Pvt Ltd., New Delhi; Pp2l2; Prices Rs 60. 

Convertibility Clause and Industrial Climate; S. Jayapandian; institute for Financial 
Management and Research, Madras; Pp 68; Price Rs 15. 

Rural Development and the Villages- -Perspectives for Planning for Development: V.M. 
Rao; Sterling Publishers Pvt. Ltd., New Delhi; Pp 122; Price Rs 45. 

Reviwed by Academic US 


* Indian farmer at Crossroad is an excellent 
narration of the various developments in 
the agricultural sector of the country 
since independence. 

{ It is observed that since the commence¬ 
ment of the planning era in India, empha¬ 
sis in approach to agricultural develop¬ 
ment has often shifted without how¬ 
ever any change in the basic objective of 
modernising agriculture and increasing 
productivity of land. At present equitable 
distribution of gains of development bet¬ 
ween regions and different 'sections of 
society has come to be considered as im¬ 
portant an objective as development itself. 
This would mean that the future strategy 
in the agricultural sector will have to be 
comprehensive viewing man behind the 
plough, landlord, inputs and agricultural 
prices and marketing as forming essential 
parts of a single system. Growth strategy 
will have to effectively balance both de¬ 
mand and supply of various agricultural 
commodities on the one hand and growth 
with distributive justice and equity on the 
other. 

In our attempts to attain the above ob¬ 
jectives, reassessment of the measures taken 
inthfc agricultural sector since indepen¬ 
dence would not only show what went 
wrong where but would also empl^sise 
the new strategy required in future to 

K ve the various complex problems beset- 
g our agricultural and rural economy. 
l)ayaKln$]^ drawn attention to 
tllff on Indians agricultural 


sector of the strategy laying emphasis 
since the second five-year Plan on heavy 
industries and big irrigation projects. The 
advantages of (his strategy mostly went to 
the already wcIl-olF sections of the com¬ 
munity. PL 480 imports depressed our 
agriculture by tying down agricultural 
prices. Land reform’legislation failed to 
improve the lot of small farmers and land- 
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less agricultural workens who also gained 
very little from special programmes im¬ 
plemented specially for their benefit. The 
gains from all these programmes went 
mostly into the pockets of the rural rich. 

It is disappointing to observe that in¬ 
numerable land reform acts, the big irri¬ 
gation projects and accompanying increa¬ 
sing use of chemical fertilisers, cooperative 
movement and high-yielding varieties of 
seeds, the green revolution and moderni¬ 
sation of agriculture, panchayat raj and 
community development projects, the 
SFDA (Small Farmers Development 
Agency), MFAL,(Programijie for Margi¬ 
nal Farmers and Agricultural Labourers), 
DPAD (the Drought-prone Area Pro¬ 
gramme), TAD ('Fribal Area Develop¬ 
ment), HAD (Hill Area Development) and 
ANP (Applied Nutrition Programme) 
have all failed to improve the miserable 


conditions of 64 million landless agricultti^j 
ral labourers, 225 million marginal farmei£| 
and 85 million small farmers. About 3?; 
crorcs which means more than half of theC 
total population of the country have had- 
no share or very little share in the benefits 
flowing from development since indepen*; 
dcnce. On the other hand inflationary' 
situation has had worsening effect on 
their living conditions often forcing, 
many of them to leave their villageil^ 
in search of jobs. The multiplier effect ojT? 
various developmental projects did not 
reach these sections of rural conn; 
munily. Having reached upto a certaini^ 
level, it appears to have worked in thi( 
reverse direction benefiting only those in 
rural areas with substantial productive 
assets. 

Who Benefits ? 

Even as one reads this book which has 
many illuminating charts (as for example 
those on pages 19 and 27) and tables, one- 
begins to wonder for whose benefit thd 
present farmers* agitation demanding 
higher prices for agricultural commodirit^; 
is-berng carried on. No one denies thali' 
prices of agricultural commodities should, 
be fixed at a reasonable level taking into 
consideration rising costs of production. 
But it is obvious that the benefits of 
higher prices will go only to the top 15 per 
cent among the landholding classes who 
alone have marketable surplus. The vast 
number of small and marginal farmers and 
landless agricultural labourers who toge- 
ther constitute about 85 per cent of the 
rural populations arc not going to get any 
benefit from the rise in agricultural prices;; 
In fact they would be adversely affectd<|l 
as they are required to purchase foodgrainilf: 
for their sustenance. The powerful 
landlords lobby which enjoys various 
cessions such as subsidised seeds, fertilisefi,i 
water and electricity as also credit at coitr? 
cessional rates appears to have been WQr1(» 
ing behind the scene. They will be the 
main beneficiaries, the real farmer toiling 
on his small farm and landless agricultUFa) 
labourers being left high and dry as ever. 
V.p. Naik called himself a farmer; Charan 
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; Singh calls himself a farmer and so did the 
President of India the other day. It is as 
Well that all absentee landlords call them- 
selves ‘farmers’. Also one was amused to 
; read S.M. Joshi’s statement that ‘urban 
. imperialism' is exploiting the rural colo¬ 
nies. Socialist leaders like George Fcr- 
• nandes and S.M. Joshi have made it a 
habit of jumping into the forefront of any 
procession with the .socialist flag and slo- 
; gan. Of course, people like S.M. Joshi 
might be very sincere in their intentions. 
But one may be sincere and yet stupid. 
.Not only must one be sincere but one 
must also be right. Tliat explains why 
with all the mass proverty in India and 
with all the sincerity of socialist leaders 
like J.P. and S.M. Joshi, the socialist party 
never took deep roots in the country nor 
could solve any of the problems of the 
rural poor. 

Gandhiji knew the problem and the 
solution. He wrote as far back as 1929: 
/*We are inheritors of a rural civilisation.. 

.To uproot it and substitute for it 

an urban civilisation seems to be a impos¬ 
sibility.The only way to pull the 

country out of the present crisis is to 
adopt a planning strategy where the 
unit of planning is a village of 1,(X)0. The 
‘ entire syslem and economy should be 
woven round it.” Gunnar Myrdal wrote: 

be offended 

when 1 say that if Indian planning has not 
] been more successful than it has actually 
I been, the main explanation is that they 
f ilgve not kept as dose as they should to 
<^ the fundamentals of the teachings of the 
I Father of the Nation.” It is strange but 
^ true that Gunnar Myrdal and Schumachar 
^ understood Gandhiji, but not Jawaharlal 
i Nehru and Mahalanobis! 

^ To successfully solve the problem, one 
must first understand its true nature and 
dimensions. This book certainly helps us 
^ to comprehend the vast dimensions and 
^ causes of mass poverty in rural India. It 
may however be pointed that it is not the 
^Indian farmer but the policy-iiaker who 

at the crossroad! 

J PROBLEMS OF POVERTY 

>1,. ThtKauthors of Employment Planning 
jjfor the Rural Poor have made an attempt 
analyse the problem of poverty of 
i^hedulcd castes and scheduled tribes who 
Bfhappen to be economically the most back¬ 


ward and socio-culturally the most retard¬ 
ed even among the weaker sections of the 
Indian community. The main drawback in 
our planning for this group of people ap¬ 
pears to be lack of understanding of the 
prevailing attitudes of these people and 
the environment in which they have been 
living. It is obvious that unless we under¬ 
stand these people, their attitudes, habits, 
skills, value-system and the environment 
in which they live and work, no effective 
policy or programme for bettering their 
lot can be evolved and implemented. 
Mere good intentions coupled with sincere 
efforts are often not enough. This study 
is an effort to understand these people and 
their problems. 

It is observed that poverty, indebtedness, 
rurality, illiteracy and low status in social 
hierarchy are some of the important 
characteristic features of scheduled castes 
and scheduled tribes who together consti¬ 
tute about 22 per cent of the total popu¬ 
lation of the country. 

Socic-Economic Compulsion 

Under the prevailing socio-economic 
conditions, most of the people belonging 
to these groups are under compulsion to 
work. This accounts for a very high 
work-participation rate among these peo¬ 
ple. Predominance ~jof. tradition-bound 
acLJviiies whicn arc more time-consuming 
and at the same time less remunerative is 
also responsible for their very high work- 
participation rate. This implies that it is 
not so much the problem of unemploy¬ 
ment among these people but that of low 
productivity and low remuneration that 
must receive attention. 

The almost total lack of productive assets 
and the prevailing employer-employee rela¬ 
tionship in the agrarian structure also help 
to boost up their work-participation rate. 
This has also given rise to different types 
of bondage from which these people still 
suffer enormously and are exploited. 
There appears to be no short-term remedy 
to deal successfully with the problem of 
the r abysmal poverty. While short-term 
measures of relief should be taken, the 
emphasis should necessarily be on long¬ 
term solution to the problem. It is ob¬ 
vious that unless productive asset position 
of these sections of the community impro¬ 
ves, there would not come abput much 


improvement in their working and living 
conditions. ^ 

It is not so much finding jobs as better 
payment for the work done that matters 
in the case of these people. The authors 
have recommended that part of wages 
when these people are employed on public 
works may be paid in foodgrains to ensure 
that food consumption is commensurate 
with increase in wages. That would also 
result in their greater efficiency and pro¬ 
ductivity. The authors have also recom¬ 
mended that the rural health plan should 
include provision of health services at the 
door-steps of these people. 

Need for Leadership 

While acknowledging the fact that 
leadership from within these groups to 
fight for their political, economic and 
social justice would be welcome because 
outside leadership is likely to mislead and 
manipulate these people for their personal 
and political ends, the authors at the same 
time admit that the task is formidable and 
as yet there arc no signs of such leaderships 
emerging. ‘Dalit Panthers’ representing 
the educated section from scheduled castes 
may be indicative of the beginning of such 
leadership. 

The productivity of these sections of the 
community must be raised. This can be 
done only by imparting functional instead 
of formal literacy and by job-training that 
would enable them to use better tools and 
machinery. The authors have therefore 

rightly stressed that “_educational 

and technological content of these (em¬ 
ployment) schemes has to be carefully 
designed to suit the workers among the r 
rural poor.” 

It needs to be emphasised that the 
scheduled castes and scheduled tribes con¬ 
stitute ‘the core* of the rural poor. Their 
welfare therefore should receive top prio¬ 
rity. The concept of integrated rural 
developmant necessarily covering these 
sections of people should include various 
aspects such as employment, efficiency and 
wages, as also factors like education, 
health, nutrition and welfare. It is neces¬ 
sary that both short-term and long-term 
aspects of rural development should be ^ 
built into the very nature of rural develop¬ 
ment which should be built around agri¬ 
culture and agro-based industries. 
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This book also shows the utter inade- 
^cy of mere income redistributive 
measures to solve the problem of mass 
poverty in rural areas which is deep-rooted 
requiring multi-dimensional measures for 
its removal. 

ERODING WAGES 

Inflation and Industrial Workers is the 
residt of a study conducted in an industrial 
complex in Delhi in the year 1974. The 
period June 1972 to May 1974 witnessed 
an unprecedented inflationary spiral. 
Jgis study was undertaken with the sped- 
VflJWbjectivcs of (i) ascertaining the magni¬ 
tude of economic hardships to industrial 
workers on account of that unprecedented 
inflation, (ii) identifying the nature of 
adjustments made by workers to contain 
the repercussions of the inflationary situa¬ 
tion, and (iii) ascertaining how inflationary 
trends had affected management-worker 
relationship. Though this exploratory 
study was undertaken some time back ani 
in a particular locality, the findings and 
policy-implications of the study not only 
jjtossess general validity but hold good 
even at present. 

It was observed that “_the improve¬ 

ment in money wage income during the 
period of rising prices had been much less 
than the fall in the value of money.** This 
meant that the real earnings at the end of 
the reference period (i.e. May 1974) were 
much less than at the bigenning. It was 
also observed that fall in real income was 
much grcaicr in the case of workers in 
small-scale unorganised industries where 
the system of paying dearness allowance 
with reference to moving consumer price 
^ index did not exist. But even where dear¬ 
ness allowance was paid as in the case of 
big industries included in the study, 
it did not allow 100 per cent neutralisation 
of the fall in the value of money, even at 
very low levels of wages. This implies 

that .a minimum or subsistence 

wage level would have little meaning if it 
is not fully protected against the inflation¬ 
ary erosions in the value of basic wages.'* 

This also would mean that “.under 

conditions of insecurity and unsettled 
service conditions obtaining in the small 
sector full protection of wage income at 
lowest level against rise in consumer 
^icc index is a must.’* 

The authors are convinced that protec¬ 


tion of real minimum wages will not affect 
economic viability of small units because 
labour cost forms a small proportion of 
total costs and also because that would 
result in increased efficiency. In fact, 
such an arrangement, according to the 

authors, is likely to have **_a stabilising 

effect on wage-related industrial conflicts 
and to bring about an improvement in 
productivity.** Anyway it is socially unjust 
to impose additional burden on the low- 
paid section of workers leaving them to 
combat inhition in any way they like. 

The authors have also emphasised that 
to adequately protect workers from infla¬ 
tion, public distribution system should be 
strengthened; it should also cover more 
commodities than at present. Employers 
should also undertake construction of in¬ 
dustrial housing. Establishment of indus¬ 
trial cooperatives would also help workers 
fight inflation. 

The authors have also suggested provi¬ 
sion of non-wage amenities to workers 
such as provision of transport, education 
to children, health care assistance, re¬ 
creational facilities and household services. 
These measures would be of greater assis¬ 
tance to workers than mere wage increases 
which with price rise would soon get more 
than neutralised. 

World Phenomenon 

Inflation has been a worldwide pheno¬ 
menon. With the certainty of increasing 
energy shortages, it appears that there is 
no possibility in the foreseeable future of 
inflationary pressure being successfully con¬ 
tained. While organised industrial workers 
are able to some extent at least to protect 
themselves against the adverse impact 
of inflation, the position of industrial wor¬ 
kers in small-scale industries appears to be 
worsening. Government should include 
them in the category of weaker sections of 
the community and take some special mea¬ 
sures to protect them. Only concerted 
efforts on the part of government, employ¬ 
ers and workers themselves would help 
solve the problem, at least to some extent. 
Also overflow of workers from rural areas 
to industrial cit cs and towns must be con¬ 
tained by appropriately developing agro- 
based industries in rural areas. Problems 
of industrial workers and especially of 
those in small-scale industries should be 


viewed in the broader perspective and 
tackled at the national level. 

The authors have done well to highlight 
the problems faced by industrial workers 
in the context of the phenomenon of infla¬ 
tion which is bound to be with us for 
quite some time. 

PUBLIC SECTOR 

The Public Sector—An Effective Means 
of Development brings into focus the 
vital role of this sector in the economies 
of developing countries in solving the 
complex problems created by the colonial 
legacy, and eradicating economic back¬ 
wardness. The author has made an 
attempt to point out how Asian, African 
and Latin American countries have tried 
to make use of the public sector for mobi¬ 
lising financial and real resources. He has 
pointed out that developing countries are 
bound to come up against historical, social 
and economic difficulties in their attempts 
to bring about economic progress and 
attain a better position in the inter¬ 
national sphere. The author has tried to 
deal with the numerous organisational and 
other problems which are likely to crop 
up while developing countries try to ex¬ 
pand public sector to attain various eco¬ 
nomic objectives. 

According to the author, in developing 
countries “...there is no other social 
force or institution capable of ensuring 
speedy development in conformity with 
the requirements of economic, scientific 
and technological advancement.*' In such 
countries, according to the author, pri¬ 
vate enterprise proves to be a hindrance 
to social progress. The prc-capitalist 
forms of organisation act as another 
hindrance to socio-economic progress of 
these countries. Under such circum¬ 
stances, the State is “...compelled to 
take upon itself not only the functions 
of regulating economic process and rela¬ 
tions, but the functions of direct econo¬ 
mic management.** 

It has been observed that since economic 
planning and rapid economic develop-, 
ment for eradicating mass poverty have 
come to be considered as primary func¬ 
tions of the State in developing countries, 
there is expansion in dimension of the 
public sector, strengthening of its position, 
its inner consolidation, enhancement of its 
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mtegrating role and continual extension of 
jthe range of economic and social tasks tac- 
|:tlcd with its help. It is invariably obser- 
ji^yed that developing countries arc setting 
great store by it and hope that public- 
sector would help the process of both 
external and internal decolonisation and 
rapid economic development and ensure a 
proper place to developing countries in 
the international economic order. 

According to the author, whereas the 
dependence of developing countries on 
•. western countries in respect of funds and 
technology tends to weaken the role of 
public sector in developing countries, 

, their cooperation with socialist countries 
■ which have a rich experience in public 
sector management and which offer an 
alternative source of assistance to deve¬ 
loping countries has tended to strengthen 
the role of the public sector. 

While expanding public sector and its 
vital role in a developing economy appear 
indispensable, it raises at the same time a 
multitude of problems relating to struc¬ 
ture, administration and efficiency of 
public enterprises. A backward country 
' implies at the same lime that the country 


is backward in adminislialiva and organi¬ 
sational capabilities. This implies thdt 
while undertaking vast responsibilities 
inherent in an cxpatMling public sector, 
the government finds itself administrative¬ 
ly incapable of handling the job. Also, 
as the author has rightly pointed out, the 
situation gets further complicated by the 
fact that legal theory and the level of 
development of economic legislation 
which retain the legal traditions of the 
days of colonial masters fail to meet the 
requirements of public economic manage¬ 
ment. 

This results in general inefficiency of the 
public sector enterprises practically in all 
developing countries. Ti e author there¬ 
fore has emphasised that ''...unless public 
enterprises make a profit, the oublic 
sector will be unable to provide its own 
base for reproduction and to perform the 
functions assigned to it,” 

The author has drawn attention to 
another inner contradiction from which 
public enterprises in developing countries 
arc likely to suffer. Public enterprises 
inevitably conic to be managed by 
government administrators who form the 


thin layer pf economic, bureaucracy and: 
hail from the top crust of the society. This 
way 'bureaucratic bourgoisie* comes into 
existence and tries to run public enteipri- 
ses along capitalist line to which they are 
accustomed. The working class cannot 
always counter this tendency as they have 
neither the talent nor the experience to 
manage public enterprises. This results 
in strained labour relations and social 
conflicts. The author has suggested 
“...democratising .the public sector as an 
alternative to its bureaucratic and capita¬ 
listic degeneration.” 

With all the bias, V. Kolesov has analy¬ 
sed the role and problems of public 
sector in developing countries with a fair 
amount of objectivity. India has been 
experiencing all these problems. Much 
worse, while the public sector has acquir¬ 
ed monopoly in respect of economic 
infrastructure facilities, it has no legal 
responsibility of providing them adequa¬ 
tely and at reasonable prices. As a con¬ 
sequence of various problems and 
dilficiiUies Some of which are mentioned 
above, public sector in India with annual v 
losses due to general incfTicicncy has 
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become a milestone around the neck of 
<^the Indian economy. How to get out of 
the hopeless situation created by the vast 
public sector in India has become one 
of the most urgent problems before the 
politicians and policy-makers. Various 
methods ranging from denationalisation 
to association of private enterprise with 
public sector enterprises are being tried in 
developed and developing countries. Even 
in the USSR and communist China public 
sector enterprises have come under cloud 
in recent years, Indian political leaders and 
jj^Iicy makers would do well to critically 
examine the whole situation as it develop¬ 
ed since 1956 and decide on bold measures 
of correction before they think of further 
expanding public sector on purely ideolo¬ 
gical grounds. Would a ‘soft' State like 
India show the required courage ? One 
very much doubts ! 

CONVERTIBILITY CLAUSE 

Based on the recommendations of Dutt 
Committee which suggested that public 
i' financial instilulions should have an 
appropriate share in the profits of private 
sector industrial establishments benefit¬ 
ing from them and also have a sluire in 
their management, the Government issued 
in 1971 guidelines regarding converting 
of loans into equity shares. 

As per the guidelines, the all-India 
term-lending insiitulions (the IDBI, IFCI, 
Lie, UTJ, etc.) would have the option to 
convert, under certain conditions, a part 
of their loans sanctioned to private indus¬ 
trial units into equity. The quantum of 
loan to be converted into equity varies 
according to the nature of the project and 
the present equity holdings of the insti¬ 
tution in the company. Generally 20 
per cent of the rupee loan to be sanction¬ 
ed is subjected to convertibility in the 
case of new projects, whereas in the case 
of existing projects, the portion of conver¬ 
sion is decided upon by taking into con¬ 
sideration the existing shareholding by the 
financial institution. Though there are a 
few exceptions, it is understood that con¬ 
version operations when carried out would 
not result in holding shares exceeding 40 
per cent of the issued share capital of 
H^y company. Soft loans sanctioned for 
■modernisation of selected industries like 
cotton textiles, sugar, cement and certain 


engineering industries were waived from 
the convertibility clause. 

In the case of now companies, the rate 
of conversion is at par, whereas in the 
case of prosperous companies, the rate of 
conversion might be at premium based 
on the past five years' operations of the 
company. In the case of the IDBI, uplo 
June 1979, terms of conversion were fina¬ 
lised in the case of 437 units, the aggregate 
amount involved in conversion being 
Rs 102.7 crores. The IDBI exercised 
the option in only 20 cases, the amount so 
converted being Rs 4.4 crores. The 
information in the case of IFCI and other 
financial institutions is sketchy. 

With a view to finding out the impact of 
the convertibility clause on private sector 
large-scale industries, the Institute for 
Financial Management and Research, 
Madras (IFMR) carried out a survey the 
results of which are found in Convertibi¬ 
lity Clause and Investment Climate. 

Many respondents feit that the conver¬ 
sion option was unjust and that it would, 
if cftccted, adversely affect the interests of 
existing shareholders and promoters. 

Unjust Operation 

Many contended that conversion opera¬ 
tion was also morally unjust. Promoters 
and shareholders take risk in investing 
their savings without getting any return 
for many years; when they are about to 
reap benefits, the financial institution 
which was all along getting interest on its 
loan, begins to claim a share in its pros¬ 
perity. It is pointed out that commercial 
hanks undertaking term-lending even on 
a larger scale do not stipulate any such 
conversion condition. 

It was opined that the convertibility 
clause on the whole would have depres¬ 
sing effect on the investment climate in the 
country. Some respondents also expres¬ 
sed the view that growth of larger indus¬ 
trial units would be hampered by the 
exercise of the conversion option. 

It was also revealed that “... .indiscri¬ 
minate exercise of conversion option 
would result in imbalance in the capital 
structure.” When capital base of a com¬ 
pany is already strong, conversion of a 
loan into equity would tilt the equilibrium 
and make the unit overcapitalised. 

Further, it was pointed out that con¬ 



version option, if and when exercised 

“_would erode into the distributive 

profits available to shareholders. A inte¬ 
rest on loan is a charge on profit, tlie 
companies would lose thi.s benefit, wheii( 
the loan is converted into equity.” . 

One gets the impression that Government 
has been practising all sorts of gimmicks 
without studying the implications of their 
policies and actions. It is clear that the 
convertibility clause of J971 has done 
more harm than good. Since the finan¬ 
cial institutions are ultimately going to. 
dispose of the acquired shares through 
conversion, any control which Government 
can exercise over management could at 
best be only temporary. And after all 
the government can put the matters of an 
erring industrial establishment straight 
taking advantage of the provision.s of the 
Companies Act. There thus appears no 
logic and consistency in the government’s; 
policy. 

The convertibility clause only shows 
that government views private sector 
industries with suspicion and distrust. 
This is clearly inconsistent with the philo¬ 
sophy of mixed economy which the coun¬ 
try professes to have accepted. That the 
convertibility clause had adverse effect on 
capital market and investment climate in 
the country is indirectly admitted by the 
government when the Finance Minister in 
his budget speech on June 18, 1980 
announced that in future convertibility 
clause would only apply to financial 
assistance exceeding Rs I crorc instead of 
Rs 50 lakhs pre.scribed previously and 
that financial institutions would exercise 
the conversion option in such a way that 
they do not acquire more than 40 per 
cent of the share capital of a company. 

Financial institutions must aim at help¬ 
ing development: they should not become, 
hurdles in the path of industrial growth* 

RURAL DEVELOPMENT 

Having adopted and followed the oen^ 
traliscd type of economic planning sincil 
1951 and having realised its shortcomings^ 
academicians and policy-makers havi 
been devoting their attention to the hJF 
depth study of Indian villages with a vic\M 
to reversing the process of planning which^ 
it is being increasingly advocated, should 
start from village level and move upworda. 

The Institute for Social and Economic 
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i;. Change* Bangalore, has as its major inte- 
rural development. With this end in 
View, the institute has planned a series of 
J in-depth studies in integrated rural deve- 
< lopment. The monograph Rural Deve¬ 
lopment And The Village ’Perspectives for 
Planning for Development on Tumkur, a 
backward district in Karnataka* is the first 
in the proposed scries. This project has 
a dual focus on theoretical as also analy- 
. tical insights and putting together these 
' insights into a coherent framework to 
, prepare a development plan for the 
r district. 

Baffling Problem 

It has been experienced that “The 
small size and limited resource base of 
villages present a baffling problem in 
planning for rural development." More 
than half the number of villages in India 
have less than 5(X) population and quite 
a considerable number less than 1,000 
population. In the case of most of the 
villages the resource base in extremely 
narrow to provide modern conveniences. 
Under such circumstances* provision of 
economic and social infrastructure facili- 
tie.s like tube>wcl1 or a tank, a bank, a 
hospital, a school or a recreational centre 
which are all absolutely essential for all¬ 
round development of a village becomes 
prohibitively costly and hence impracti¬ 
cable. But without them development 
; cannot take place and even the available 
" resources in most of the small villages 
cannot be put to full use. How do we 
. come out of this dilemma? 

This problem has been analysed in 
detail in the book under rsview with the 
^ help of Tumkur pro ject data. The author 
, in particular aims at carrying forward the 
idea of ‘duster approach' and ‘unit area 
of development'formulated and advoca¬ 
ted by Dr. V.K.R.V. Rao. A number of 
villages in the neighbouring area should 
‘/be formed into a cluster and this cluster 
of neighbouring villages is to be treated 
yis ‘unit area of development'. The idea 
is a cluster of villages would provide a 
broader and also varigated resource base 
And also adequate population to make 
^ovision of economic and social infra- 
JJttructurc facilities practicable. The author 
Vjhas pleaded supplementing and streng- 
tlhening the block development approach 


that is being followed at present by 
‘cluster approach'. He has argued that 
for effective planning for rural deve¬ 
lopment, there is need for grouping of 
villages into clusters capable of serving as 
‘unit area of development’. He has plea¬ 
ded that the programme of rural develop¬ 
ment can be best adopted by biinging 
neighbouring villages together to share 
common amenities which can be provided 
by large-sized institutions like panchayats 
and cooperatives, ft is felt that coming 
together of villages, especially with con¬ 
trasting features would improve the rural 
environment and make it more conducive 
to economic development. 

One searches in vain for any vital diffe¬ 
rence between the block development 
approach followed at present and the 
cluster approach advocated by Dr. 
V.K.R.V. Rao. The block development 
approach adopted quite some time ago 
along with the community development 
programme carries with it the same 


Public relations today play a crucial 
role in all spheres of governmental and 
economic activity. In fact, as Mr Sahai 
observes, a public relations age is on us. 
Good PR can improve the image of an 
entity: indifferent PR can do irreparable 
damage. 

In this volume, the author, a retired 
Deputy Principal Information Officer, 
Government of India, and an associate 
member of the Public Relations Society of 
America, who has also been public relations 
advisor to several organisations, goes into 
the minutest details of public relations 
work and the challenges PR men have to 
meet. He regrets tliat there is not adequate 
appreciation in the country of the role PR 
men can play in bridging the communi¬ 
cation gap between an organisation and 
its clientele for mutual benefit. Conse¬ 
quently, the status accorded to them in 
organi.sations, he feels, leaves much to be 
desired. This invariably hinders their 
access to the full details of the activities of 
their entities which is so essential for 
their successful working. 


ideas and concepts as advocated by Dr. 
Rao in his so-called new approach. > 
Some academicians like Dr. 
V.K.R.V. Rao always want to sound 
original whenever they open their 
mouth or put their pen to paper. Dr. 
Rao will find that practically the same 
approach was long ago advocated by 
Gandhiji. This study therefore, valuable 
in itself, adds nothing to our knowledge 
about rural development. While there is 
much talk and theory about rural and 
village development and sophisticated ^ 
analysis some times even with econometric 
models, very little is being done by way 
of implementation, especially in small 
villages, either due to lack of will on the 
part of politicians or inadequate response 
from rural people who due to long asso¬ 
ciation have got used to poverty. What is 
urgently needed is to begin work, may be 
in a village or a cluster of villages on the 
basis of knowledge vl'hich we have already 
accumulated. 


Reviewed by R C. Ummat 

Public relations, Mr Sahai opines, is a 
total effort involving every body in an 
organisation in general but the PR person¬ 
nel in particular. It has to be a consistent 
endeavour, not to be made only in times 
of difficulties. Very appropriately, he 
stresses, too much PR is as undesirable as 
too little. Credibility has to be maintained 
at all costs. Public relations is not propa¬ 
ganda or lobbying. It has to carry aiilhen- ^ 
ticity. Presentation of the total picture is 
more helpful for building up the correct 
image. Dark spots need not be con¬ 
cealed. Their adverse impact can be 
corrected through proper explanations. 

Mr Sahai has many useful suggestions 
for the PR men on how they should 
organise their activities. Public relations 
is an arduous job and requires not only a 
thorough understanding of the activities 
and performance of the organisation con¬ 
cerned but also of the others in the field. 
With a v'rtual revolution taking place in 
PR techniques, on which he dwells at 
considerable length, Mr Sahai*s advocacy 
for treating PR as an independent disci- 


Crucial Role of PR 

Public Relations : A Scientific Approach; Baldev Sahai; Scope Publications; Pp 336; 
Price Rs 80 
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plittd and setting up of facilities for train¬ 
ing people in it on scientific lines needs 
fcndorsement* 

Mr Sahai deals in this book with PR in 
its all facets and applications. The publi¬ 
cation, the first of its kind to be brought 
out in India, is of immense use not only 
for the actual practitioners of PR but also 
for the top echelons in industry. It clari¬ 
fies many a misconception about public 
relations and their usefulness. 

Books Received 

Growthicss Inflation by Means of 
Motuy : P.R. Brahmananda; 
Himalaya Publishing House, Ramdoot, 
Dr Bhalcrao Marg, Girgaon, Bombay- 
400004; Pp 471; Price Rs. 95. 

Agriculutral Dvveiopment in Pmiah : 
D.B. Gupta and K.K. Shangari; Agri¬ 
cole Publishing Academy, D-76 Panch- 
sheel Frclave, New Delhi-110 017; Pp 
160; Price Rs. 80. 

Bias in Imiian Historiography : Deva- 
hu\i; D.K. Publications, 29/9 Nangia 
Park, Sbakti Nagar, Dclhi-110 007; Pp 
^407; Price Rs 110. 

Udayogiri and Khandagiri Caves: 


R.P. Mahapatra: D.K. Publications, 
Delhi-110007; Pp 270 with 123 plates; 
Price Rs 375 ($75). 

Path to Greatness in Sciences ; J. 
Radhakrishnan: Publications Division, 
Patiala House, New Delhi-110 001; Pp 
110; Price Rs 10. 

Mass Media in India 1979-80 : Publi¬ 
cations Division, Patiala House, New 
Delhi-110 001; Pp 273; Price Rs 22. 

India 1980 : Publications Division, Pp 
580; Price Rs 36. 

Problem:* of Economic Development 
in iht Third World: Kedarnath Prasad; 
Sterling Publishcis Pvt. Ltd., AB/9 Saf- 
darjang Enclave, New Dclhi-110 016; 
Pp 458; Price not slated. 

Entrepreneurial Change in Indian In¬ 
dustry : R.A. Sharma; Sterling Publi¬ 
shers Pvt. Ltd., Pp 264; Price Rs 85. 

Technological Choice in the Indian 
Environment : Vinod Vyasulu; Sterling 
Publishers Pvt. Ltd., Pp 351; Price Rs 120. 

Accountability of Public Entirprises 
to Parliament : D.N. Gadhok; Sterling 
Publishers Pvt. Ltd., New Delhi-110 016; 
Pp 147; Pria Rs 45. 


Rolling Plan- A New Experiment for a 
Developing Economy : Sterling Publisher^ 
Pvt. Ltd, New Delhi-110 016; Pp 137; 
price not stated. 

Technological Changes in Agriculture ; 
Birla Institute of Scientific Research^'^ 
Economic Research Division, New 
Dclhi-110 024; Pp 170; Price Rs 60. 

Profit Viability in Influtionury Condi¬ 
tions : V.P. Chitale; Vikas Publishing 
House Pvt Ltd, 5 Ansari Road, New 
Dclhi-2: Pp 110; Price Rs 60. 

Case Studies in Instrumentation : P.R. 
Srinivasan; National Productivity Coun¬ 
cil, Lodi Road, New Delhi-3; Pp 57; 
Price Rs 15 ($ 7.50). 

Maintenance of Pumps and RcciprO'^ 
eating Compressors : D.R. Rcgc,; Na- ■, 
tional Productivity Council, New Dclhi- 
3; pp 126; Price Rs 30 ($ 15'. 

Electric Motors : National Producti¬ 
vity Council, Nlw Dclhi-3: Pp 323; 
Price Rs 75 ($ 37..50). 

The Cn at ion of Wealth : R.M. Lala; IBH 
Publishing Co. 412 1 ulsiani Chambers, 212 
Backbay Reclamation, Nariman Point, 
Bombay 4C0 021; Pp 207; Price Rs 45, 




THE MN SMELTING k HEHNING COMFINV LTD. 

(FERROUS FOUNDRY) 

1ST POKHARAN ROAD, PANCHPAKHADI 
THANA - 400 606 
(MAHARASHTRA) 

Leading Manufacturers of 

Malleable Iron Castings for Automotive and Electrical 
Transmission and S.G. Iron Axle Box Bearings, 

Crankshafts etc. upto 1 Ton. 




vwv*.vv^^>vvvw vv<»e> 




427 


J*NUAJIY 6 , 1981 



TATE OF THE 
CONOMY 


i ^Soft Loans for 
i ilodemisation 

Union Government has 
f decided to enlarge the scope 
f of soft loan scheme of the 
industrial Development Bank 
!;f >f India (IDBi) with a view 
I to facilitating modernisation 
i of a larger group of industries. 

'i To bvgin with, it has decided 
'] to extend the coverage of the 
i soft loan scheme to two more 
'findustries falling in the highly 
i Cdfital intensive group of 
paper and tyres. 

I Presently the IDBPs soft 
.Jf window is open to only five 
iclect industries of jute texti- 
> cement, sugar and engineer- 
ing- In regard to the coverage 
; of this modernisation scheme 
i t6 a few other industry groups, 
i the Government has only re- 
' oently addressed the various 
administrative Ministries to 
. parry out an urgent review with 
'it view to recommending the 
' further extension of this 
scheme to cover more highly 
• capital intensive industiics. 

' The Government lias also 
(decided to allow the IDBl 
resort to overseas com- 
^linercial borrowings as a 
..- nteasure to finance capital 
igoods import for purnoses of 
modernisation of the domestic 
/ l^industry. According to sources 
commeicial borrow 
I'tag would be made available 
||TcHr funding capital goods 
.^imports for new industrial 
^i ventures which have IDBI 
|j| finance. 

In the case, however, where 
ithe differential in the interest 
.;]works out to be substantially 
;.Ttarge and where the repay- 
t^lment period is also consider- 
table, the amount in que^^tion 

t likely tc- be passed on to the 
trepreneurs. 

In cases where the differen- 
il is marginal and where the 
_ fried of. repayment is less, 
in the ease., of the chemical 
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industry, the amount in ques¬ 
tion would not necessarily 
be borne by the entrepreneur. 

Presently under the soft 
loan scheme for modernisa¬ 
tion, the IDBI levies an in¬ 
terest at the rate of 7.5 per 
cent. 

6. D. Birla Honoured 

Mr G.D. Birla has been 
awarded the prestigious Durga- 
prasad Khaitan Medal by 
the Asiatic Society for his 
outstanding contributit n to 
industry ard s:icntific re¬ 
search. The medal will be pre¬ 
sented to him at the society's 
197ih annual general meeting. 
The Rabindranath Tagore 
Birth Centenary Plaque will 
be awarded to octogenarian 
Sanskrit scholar. Dr Radha- 
gobinda Basa fo'-his important 
contribution to Sanskrit litera¬ 
ture. 

Central Loans 

The Government of India 
have announced the issue of 
the following two Loans aggre¬ 
gating Rs 480 crorcs : (i) 6.75 
per cent Loan, 1994 to be 
issued at Rs 100.00 per cent 
and repayable at par on 
February 16, 1994. (ii) 7.50 
per cent Loan, 2010 (Fourth 
Issue) to be issued at Rs 100.00 
per cent and repayable at 
par on May 12, 2010. Sub¬ 
scriptions to the above loans 
will be received in the form 
of cash/cheque. 

Sub.scriptions will be re¬ 
ceived on February 16 and 17, 
1981 (both days inclusive) but 
the subscription lists may be 
closed earlier without noties as 
soon as the total subscription 
amounts to Rs 480 crores. 
Government reserve the right 
to retain subscriptions upto 
10 per cent in excess of the 
notified amount. If the total 
subscriptions received for the 
loans exceed the notified figure 
plus the amount of 10 per cent 


retainable as aforesaid, partial 
allotment will be made in 
respect of the loans on a 
proportionate basis and the 
balance refunded in cash as 
soon as possible. 

fn the case of 6.75 per cent 
Loan, 1994 interest will be 
paid half-yearly on August 16 
and February 16 and in the 
case of 7.50 per cent. Loan, 
2010 (Fourth Issue) interest 
for the period February 16, 
1981 to May II, 1981 (inclu¬ 
sive) will be paid on May 
12, 1981 and thereafter interest 
will be paid half-yearly on 
November 12 and May 12. 

Interest on the loans now 
issued together with interest 
on other previous Govern¬ 
ment securities and income 
from other approved invest¬ 
ments will be exempt from 
income-tax subject to a limit 
of Rs 3,000 per annum and 
subject to other provisions of 
Section SOL of the Income- 
tax Act, 1961. The value of 
the investments in the loans 
now issued together with the 
value of other previous in¬ 
vestments in Government 
securities and the other in¬ 
vestments specified in Section 5 
of the Wealth Tax Act will 
also be exempt from the 
wealth tax upto Rs 150,000. 

Applications for the loans 
will be received at : (a) offices 
of the Reserve Bank of India 
at Ahmedabad, Bangalore, 
Bombay (Fort and Bycullu), 
Calcutta, Hyderabad, Jaipur, 
Kanpur, Madras, Nagpur, 
New Delhi and Patna; and 
(b) branches of the State 
Bank of India at all places in 
India except at (a) above. 

India-Mexico 

Cooperation 

India and Mexico signed two 
programmes of coopeiation— 
in science and technology and 
in food technology and agri¬ 
cultural rcfeaich. The pro¬ 
gramme of cooperation on 
science and technology was 
signed by Mr Maheshwar 
Dayal, Adviser to the Depart¬ 
ment of Science and Techno¬ 
logy and Mr Alfredo Namirez 
Araiza, Director, National 
Council of Science and Techno¬ 
logy, Mexico. 

The programme of co¬ 


operation on food technology 
and agricultural research 
was signed by Dr O.P. Gau-> 
tarn, Directo** Gereral, Indian 
Count il of Agricultural Re¬ 
search and Mr Cassio Iniselli 
Fernandez, Director General, 
Mexican Food system and 
Co-ordinator General, Mexi¬ 
can Food System. 

India and Mexico have 
stressed the need for a politi¬ 
cal settlement in Afghanistan 
upholding the Afghan peo¬ 
ple’s right to determine their 
destiny. 

A joint communique issued 
after talks between the visi¬ 
ting Mexican President, M. 
Jose Lopez Portillo and the 
Prime Minister, Mrs Indira 
Ganchi, said tha*^ the two 
leaders expressed their full sup¬ 
port for the independence of 
Afghanistan, its sovereignty 
and non-aligned status. 

Rupee-Pound Exchenge 

The Reserve Bank of India 
on January 27 adjusted rupee 
downwards by 0.52 per cent. \ 
The new buying and selling 
rates for Rs J 00.00 against 
pound sterling are fixed at 
5.1414 and 5.1680 respectively. 
The new middle rate is Rs 
19.40 per pound. The Reserve 
Bank of India has revised its 
rates for the purchase and 
sale cf pound sterling for 
spot delivery reflecting the 
downward trend of dollars 
in overseas maikets. 

Statee Plan 

States and Union Terri¬ 
tories will claim Rs 50,250 
crorcs out of iin outlay of Rs r 
97,500 crores for the public 
sector in the Sixth Plan. 

The largest share is that of 
Maharashtra which has an 
outlay of Rs 6175 crorc, follo¬ 
wed by Uttar Pradesh Rs 
5850 crore. 

The following is the break¬ 
up of the outlays for vanous 
States and Union Territories ; 

Statis : Andhra- Rs 3100 
crorc, Assam—Rs 1115 crorc, 
Bihar—Rs 3225 crore, Gujarat 

- Rs 3680 ciorc, Haryana— 
Rs 1800 crore, Himachal - 
Pradesh-^ Rs 560 crorc, Jammu 
and Kashmir—Rs 900 crorc, 
Karnataka--^Rs 2265 crore, 
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/ Kerala- Rs 1550 crore, 
Madhya Pradesh- Rs 3800 
crore, Manipur Rs 240 crore, 
Meghalaya- Rs 235 crore, 
Nagaland — Rs 210 crore, 
Orissa Rs 1500 crore, Punjab— 
Rs 1957 crore, Rajasthan-Rs 
2025 crore, Sikicim-R- 122 
crore, Tamil Nadu-Rs 3150 
crore, Tripura Rs 245 crore 
and West Bengal Rs 3500 
crore. Special Area Program¬ 
mes Rs 560 crorc. Tribal Areas 
— Rs 470 crore and other 
|Unclassified items Rs 366 
l^ore (total Rs 45,600 crorc). 

Union Territories' : Anda¬ 
man and Nicobar Rs 96.60 
crore, Arunachal Pradesh— Rs 
212 croTC, Dadra and Nagar 
Haveli Rs 23.09 croie, 
Chandigarh Rs 100.75 crorc, 
Delhi- Rs SOO crorc, C3oa, 
Dill and Daman - Rs 192 
crorc, Lakshadweep Rs 20.38 
crore. Mi /ora m Rs 130 
crorc, Pondicherry R; 71.55 
crorc and other Union 1’cr- 
riiorics Rs 3.66 crorc. ( lolal- 
Rs 1650 crore). 

Levy on Khandsari 

The UP Government an¬ 
nounced on January 30 im- 
positii^n of 50 per cent levy 
on the production of khand¬ 
sari. Ihc announcement was 
made by Finance Minister, 
Mr Brahm Dull in the Vidhan 
Prishad. A part of the levy 
khandsari would be distributed 
to the consumers through the 
public distribution system 
while the remaining would 
go to the Central pool. 

Khandsari would be pu**- 
I chased from the manufacturing 
units at a price of Rs 320 
per quintal inclusive of pur¬ 
chase lax and other taxes. The 
retail price had been fixed at 
Rs 3.50 per quintal. 


Sugar Output 

Sugar output during the 
fust three months of the 
1980-81 season has touched 
14.15 lakh tonnes as against 
10.57 lakh tonnes in the 
corresponding period last 
season. According to the 
Indian Sugar Mills Assficia- 
tion, the total production 
Wuring December last, the 
•fiiird month of the season, 
was about 9.74 lakh tonnes 
as compared to 7.66 lakh 


tonnes during the same period 
last season. 

The total stocks with sugar 
factories on December 31 
were about 9.77 lakh tonnes 
while they were 14.97 lakh 
tonnes on the same date last 
year. Sugar production during 
the second fortnight of Decem¬ 
ber was about 5.57 lakh tonnes 
us against 4.55 lakh tonnes 
during the same fortnight 
last year. 

Offtake from factories diir- 
ring this fortnight was 2.52 
lakh tonnes for internal con¬ 
sumption as compared to 1.44 
lakh tonnes for internal con¬ 
sumption and loco tonnes 
for exports during the same 
fortnight last season. Des¬ 
patches during December were 
4.21 lakh tonnes for internal 
consumption as against 3.62 
lakh tonnes for internal con¬ 
sumption aitd 22,000 tonnes 
for exports during the same 
month lust season. The total 
off-take during the first three 
months of 1980-81 was 10.33 
lakh tonnes for internal con¬ 
sumption. During the corres¬ 
ponding [xuiod last year off¬ 
take was 14.67 lakh tonnes 
for internal consumption and 
1.79 lakh lonncs for exports. 

Drug Prices Revised 

The Government has jacked 
up the prices of over 60 bulk 
drugs. With this the nunibei 
of bulk drugs whose pi ices 
had been k vised upward so 
far has gone up to over 80. 
The Government has already 
issued notifications giving 
effect to these price ri.ses. 

Bank Credit from US 

The US F.xporl-Import Bank 
(Exim-Bank) has extended 
S21.25 million in credil lo 
Stale Bank of India lo sup¬ 
port private and public 
sector projects. The bank 
said in a recent statement 
that the credit will help finance 
a #50 million purchase of 
US equipment and scivices 
for use by various firms. Pro¬ 
curement of the bank credit 
will require a 15 f>er cent cash 
payment of project cost, and 
includes an Exim-Bank loan 
of ^2.5 per cent and private 
loans totalling 42.5 per cent, 
it will charge the Indian bank 


an annual interest of 8.75 
per cent for each individual 
loan. 

AIEI Seminar on 
Technical Cooperation 

The Association of Indian 
Engineering Industry will 
hold a semincr on “irduslrial 
and technical cooperation 


between developing countries*’ 
in New Delhi on February 
13. 1981 on the occasion of 
the fouith Indian engineering 
trade fair. Ihe seminar will 
focus atlcntiori on the multi* 
farious aspects relating to. 
the Third World economic 
cooperation, the problems 
of less developed countries 
vis-a-vis the cxi.sting world 


Employers! 
Advertisers!! 

Employment 

gives you 

India's most receptive audience 

Over 1 5 million people now read tii^lijii—tAlWS 
every week About 2.9 lakh copies arc sold 
through over 3,000 agents and by direct mail 
throughout the country. 

fmptofmHtAlMSreaches all corners of the country. ! 
It is available at book-stores and news stands ! 
and at book stalls on many Railway Stations. ; 

bn p I sy n iw t AfelllS is an ideal vehicle for notices of 
job vacancies from the lowest to the highest 
levels in the public sector, the private sector. [ 
the co-operative sector, autonomous bodies i 

and other employing organisations, besides j 
the Central and State Governments. 

^IMornnal agency commission is admissible ' 
to accredited advertising agencies. 

Send in your employment advertisement today to ; 

The Editor, 

Employment News. | , 

Patiala House. Tilak Marg. . i 

New Delhi-110001 

Telephone : 386693 j 

EVERY BUYER OF EMPLOYMENT NEWS 
IS AN EARNEST READER OF IT 

Published by 

Publications Division 

Ministry of Information and Broadcasting 
Government of India 
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2 ^onomic order, the concept 
“collective self-reliance’* 
l^igainst the background of the 
‘:Is<iiew internalional economic 
' order and the role phiyt'd by 
India in fostering ccrnomic 
I, cooperation among the 
1 developing countries of the 
world. 

Paper Packing for 
Apples 

India is presently consuming 
; one kilo of timber for every 
I two kilos of apples. Thus 
I paper boxes could reduce 
' packaging weight by 80 per 
: cent, thereby cutting freight 
costs considerably. 


The Calcutta Electric 
Supply Corporation 
(India) Limited 

Notice is hereby given that 
the Board of Directors of 
the Company have at their 
Meeting held on 28th Janu¬ 
ary, 1981 dcclaicd iht follo¬ 
wing Interim Dividends for 
the Financial Year ending 
31st March, 1081 payable on 
9tb Mrrch, 1981 subject to 
deduction of tax at source at 
the prescribed rates : 

On Equity Shares @ 6J*„i.c. 
60 paisc per share. 

On 1\ Cumulative Pre¬ 
ference Shares {w 3.75"., i.c. 
37.5 paisc p^-r share 

The aforesaid dividends 
will be payable to those 
members whose names appear 
on the Company's Registers 
of Members on 19th Febru¬ 
ary, 1981. In this conrcctior. 
the Registers of Mcmbeis of 
the Company at Calcutta 
will remain closed from 19tli 
February, 1981 to 27th Febru¬ 
ary, 1981, both days inclu¬ 
sive and diirirg this period 
registration of transfers in 
respect of Equity and Pre¬ 
ference shares of the Com¬ 
pany will rcm.’in suspended. 

By Order of the Board 
S.K. Niyogi 
»SVrre/rin* 

RegistefW Office: 

Victoria House 
;Chowr inghcc Sq u a re 
Calcufti^^llp POI 
2Slh J|^K198I. 


The Indian Institute of 
Packaging, Bombay, in its 
endeavour to promote sale 
of apples down sruih has 
take I up the task to trans¬ 
port apples from Kashmir to 
cities all over the country 
by eliminating spoilage, cur¬ 
rently as high as 40 per cent, 
caused by inadequate packa¬ 
ging and handling. 

Price Preference to 
State Sector 

The Union Government has 
decided to give price pre¬ 
ference up to 10 per cent to 
quotations from public sec¬ 
tor enterprises and extend 
more inccntivc.s to the small 
sector. This was staled 
recently by the Union Minis¬ 
ter of Slate Ibr Supply and 
Rehabilitation, Mr Bhagwal 
Jha Azad, while inaugurating 
the 8th national workshop 
on ‘Selling to Government’ 
conducted by the Institute 
of Marketing and Manage¬ 
ment. The incerlives to the 
sniall-scalc sector, the Minis¬ 
ter said, would include pur¬ 
chase prcfcrcrcc as well as 
price preference up to 15 per 
cent in rcs|'>ect of a large 
number of items. Because 
of these incentives, the share 
of the small-scale sector in 
the total purchases of the 
Government would continue 
to increase. The Minister also 
assured that the Government 
w'ould do its best to streamline 
procedures further so that 
difficulties experienced by siio- 
plicrs were removed. 

Wholesale Price 
Index Up 

Continuing its climb for 
the fourth successive week, 
the official wholesale price 
index base 1970-71 rose to 
2h2.7 points provisional 
during the week ended January 
17, up by 3.8 points over the 
previous week. Inflation as 
calculated by ilu rise in the 
index during ihe week ended 
with the third Saturday of 
1981 over the like period of 
the p»*evious year worked 
out to be 16.8 per cent. 

The hike in the price of 
petroleum and petroleum pro¬ 
ducts effective from January 


13 pushed in index for mine¬ 
rals by 42 points. 

The index of food articles 
moved up by 1.1 percent, of 
non-food articles by 0.4 per 
cent, of fuel, power, light 
and lubricants by 8.3 per 
cent (mainly due to increaes 
in prices of light diesel, high 
speed diesel, furnace oil, pet¬ 
rol, kerosene and lubricating 
oil), of chemicals and chemi¬ 
cal products 0.6 per cent, of 
basic metals, alloys and 
metal products 0.6 per cent 
and of machinery and trans¬ 
port equipment marginally. 
While the index for textile 
declined marginally that of 
food products declined by 0.5 
per cent. 

Export of Steel Bars 
and Rounds 

The incluFion of iron and 
steel bars and rods in Appendix 
19, permitting the export of 
bars and round.s against the 
imports of billets and billet- 
cuttings under the duly ex¬ 
emption scheme is a step 
in the right direction, said 
Mr S.P. Sharma, President 
of the All-India Iron and 
Steel Exporters Association, 
at the annual general meet¬ 
ing of the association. 

New Urea Projects 

Two agreements were signed 
between India and an Italian 
firm, Snam Progetti, recently 
at Kathmandu for setting up 
two giant urea projects at 
Thai Vaishat in Maharashtra 
and Hazira in Gujarat. The 
Thai Vaishat project, owned 
by Rashtriya Chemicals and 
Fertilisers Ltd, will have three 
plants each with a capacity 
of 1,500 tonnes per day and 
the Ha/ira project of the 
Krishak Bharati Cooperative 
Ltd, will have four plants each 
with a capacity of 1100 tonnes 
per day. 

Snam Progetti will provide, 
technical know-how, basic 
engineering assistance in pro¬ 
curement of major imported 
items, supervision of detailed 
engineering and construction 
and commissioning. Two 
streams of Thai plants will be 
mechanically ready in 36 


months and the third stream in ^ 
39 months. Also two streams'' 
of plants of Hazira will be 
ready in 36 months and the 
other two streams in 48 
months. 

Joint Ventures In 
S. Korea and Thailand 

Prospects for setting up 
joint ventures in South Korea 
and Thailand arc bright, 
according to Mr V. Chi¬ 
dambaram, leader of an Indian 
automotive industry delega¬ 
tion. At the conclusion of an 
18-day visit to South Korea, 
Thailand. Hong Kong and 
Singapore, Mr Chidambaram 
s id that the delegation had 
held extensive discussions with 
their counterparts in these 
countries on possibilities of 
promoting liade and establish¬ 
ing joint ventures. 

He Slid South Korea's 
Automobile Industues Co¬ 
operative. which rnonitois 
motor parts imports has accep¬ 
ted an invitation to visic 
Itidia and assess its techno¬ 
logy. Mr Chid'.uTibaram said 
India would be able to get a 
foothold in the icgion if it 
manufactmes aiitopiTls suit¬ 
able for .Japanese vehicles, 
which dominate the market. 

Names in the News 

Mr M.K. Mobta, Chairman, 

Mohta Organisation has been 
unanimously elected Vice- 



Mi. K. Mohta 


Chairman of Steel Furnace 
Association of India with effect 
from February 3. 1981. 



A biieatl) 

of freshness! 

JIYAJEE SUITING, SHIRTING 
and COTTON PRINTS are 
something different from the 
run-of-the-mill clothes 
available today. 

JIYAJEE is like a Breath of 
Fresh Air after a long search 
for the right kind of SUITING, 
SHIRTING & COTTON PRINTS. 
You will immediately like 
yourself more. 

Because JIYAJEE SUITING. 
SHIRTING & COTTON PRINTS 
are meant just for you. 

JIYAJEE-even for the Wildest 
of Surroundings! 


JlYnJEEf^ 

SUITING-SHIRTING '-^1 
COTTON PRINTS 

JIYAJEERAO COTTON MILLS LTD. 
BIRLANAGAR GWALIOR (M. P.) 


MAPP 











































































































































I 


COMIANY 

AFFAIRS 


Semens India 

As PREDICTED by its Chair- 
Mr C.M. Khatau 
vJast year, Siemens India 
,’lias crossed the Rs JOO-crore 
/mark in its turnover during 
the year ended September 1980. 
-The preliminary statement 
on the company’s working, 
results for the year shows a 
marked improvement over 
the previous year’s perform¬ 
ance. Sales and profits are 
higher than in the previous 
year, although margins have 
been under pressure. Mquity 
dividend has been raised 
from lb per cent to 17 per 
cent and is covered more 
than twice by the years 
earnings. 

Sales have risen by 33.7 
per cent from Rs 93.86 crores 
in 1978-79 to R;. 125.33 crores 
in 1979-80 and the pre-tax 
profit by 22.3 per cent from 
Rs 7.89 crorcs to Rs 9.65 
crores. After providing Rs 
5.85 crores (Rs 5.01 croics) 
for taxation and Rs 70 lakhs 
(Rs 27 lakhs) for investment 
allowance, and after some 
adjustments a sum of Rs 1.82 
crores (Rs 1.46 crorcs) has 
been transferred to general 
reserve and Rs 5 lakhs (same) 
to debenture redemption re¬ 
serve. Dividend will absorb 
Rs 1.22 crores (Rs 1.15 
crores). Around 35 per cent 
of the dividend will be tax 
free in the hands of share 
holders under Section 80 of 
the Income Tax Act. 

The inflow of orders was 
larger at Rs 141.73 crores 
during 1979-80 against Rs 
117.38 crores in 1978-79. 
^I^ders on hand at the close 
^'of September 1980 totalled 
^ Rs 103 crorcs against Rs 
|k.85 crorcs r year before. The 
■company' proposes to issue, 
Jsubject/ld, t^p sanction of the 
PContr^r^iOT Capital Issues, 
500,0(j0 ffiBy secured 12 per 


cent second debentures (non 
convertible) of Rs UK) each 
for Rs 5 crores. 

Falcon Tyres 

Falcon Tyres has been 
doing well according to Mr 
H.D. Shelly, Chairman and 
Managing Director. The com-, 
pany hopes to earn a gross 
profit of Rs 110 lakhs on a 
turnover of Rs 9 crores during 
the 18 month iKriod erdtd 
December, 1980. The com¬ 
pany hopes to wipe on* the 
entile aeciiniulatcd loss of 
Rs 62 lakhs ai d provide for 
the arrears of depreciation 
of Rs 33 lakhs. With the ex¬ 
panded capacity, the turnover 
for the current year ending 
December, 1981 is targeted 
a I Rs 10 crorcs with a gross 
prohl of Rs 120 lakhs. 

Mr Shetty has indicated that 
the management proposes to 
declare an interim dividend 
for 1981 some time in June. 
The interim dividend will be 
paid on a pro rata basis on 
the right shares, which have 
been offered to the existing 
shareholders in the ratio of 
two new shares for every three 
shares held at par. The com¬ 
pany, which commenced 
production in September, 
1975 with an initial installed 
capacity of 400,000 tyres and 
tubes each, has doubled its 
capacity to 800,000 tyres and 
tubes by mid-1981. It has 
initiated a phased expansion 
plan at an estimated cost of 
Rs 1.20 crores to raise the 
capacity to 20 lakh tyres 
and tubes each per annum. 
It has achieved a major 
breakthrough in the export 
market during 1980. 

It had bagged an export 
contract for Rs 30 lakhs of 
V belts. It has also won a 
fresh contract for Rs 50 
lakhs from Russia this year. 

Meanwhile, the scheme for 


the amalgamation of Karna¬ 
taka Scooters with Falcon 
Tyres has reached an advan¬ 
ced stage and is expected to 
be linulised soon. As part 
of the amalgamation scheme, 
the company proposes to 
diversify into ^hc manufacture 
of 50 cc geared mini-motor 
cycles in technical collabora¬ 
tion with BSA, UK. The new 
vehicle is expected to be 
introduced in September. The 
company's current licensed 
capacity is 24,000 scooters. 
It has produced 1,500 scooters 
in 1980 and hopes to produce 
5,()(K) scooters in 1981. 

ARC Cement 

A.R.C. Cement Limited 
is setting up a 200-ionnc a 
day mini-cement plant at 
Gup.ial Gaon near Dchra 
Dun at a cost of Rs 424 lakh. 
1 he project is being financed 
by an equity capital of Rs 
\50 lakh and term loans of 
Rs 274 lakh. The promoters 
will contribute Rs 60 lakh to¬ 
wards equity capital, inclu¬ 
ding Rs 10 lakh by the Prade- 
shiya Industrial Investment 
Corporation of UP Limit¬ 
ed. The balance of Rs 90 
lakh will be raised by a public 
issue for which the company 
hopes to enter the capital 
market in May. The issue is 
fully underwritten. 

Construction work at the pro¬ 
ject site, the foundation-stone 
of which was laid on January 
26 by Mr Brahm Dutt, UP 
Finance Minister, is expected 
to be completed by the end 
of September. Trial runs will 
commence in January next 
and commercial production 
in February 1982. 

Mr Chandcr Mohan Cha- 
dha. Managing Director, has 
has stated recently that the 
company will achieve 80 
per cent capacity utilisation, 
i.e. 48,000 tonnes, in the 
first year of its operation yiel¬ 
ding a turnover of Rs 215 
lakh at cuirenl prices and an 
operatirg profit of Rs 38.85 
lakh. At ootimum capacity, 
the turnover is likely to be 
Rs 2.50 CTorc. 

Mr Chadha slated that the 
company has plans to diversify 
its activity soon after it goes 


into production. It has 
already been registered with 
DGTD for the manufactures^ 
of 20,000 tonnes per annum 
of cement paints. 

Mr Chadha pointed 
out that the company has 
saved Rs 45 lakh by pro¬ 
curing the plant for Rs 1.45 
crore as against the price of 
Rs 1.90 crore. It has entered 
into i 20-year agreement with 
the Mineral Development 
Corporation of UP for the 
Jupply of limestone at site. 
The coiporation has already 
given a contract to a reputed 
firm to build a ropeway and 
hcjTcs to deliver limestone at 
site by January 1982. 

Garware Paints 

The Directors of Garware 
Paints have proposed to 
pay a dividend of nine 
pci cent on the capital 
proposed to be enlarged by 
a onc-forlwo bonus issue. 
For the year ended June .30, 
1980, the company has paid 
a dividend of 16 per cent. 

The con I pany proposes to 
raise the authorised share 
capital to Rs 2 crore divided 
into 16 lakh equity shares of 
Rs 10 each and 40,(KK) pre- 
ferenex shares of Rs l(K) each 
to provide for any future issue 
of prelerencc shares to aug¬ 
ment the long-term financial 
resources of the company. 

An extraordinaiy general 
meeting of the shareholders 
has been convened for this 
purpose on February 16. 

Sarabhai Enterprises 

Ambalal Sarabhai En¬ 
terprises proposes to establish 
a new undertaking for the 
manufacture of 10,000 tonnes 
per annum of synthetic deter¬ 
gents at Bb;*ratpur, Rajas¬ 
than. The capital outlay is 
estimated at Rs 1.13 crorcs, 
70 per cent of which will be 
met through term loans and 
the balance fiom internal 
accruals. The turnove** at 
full capacity utilisation level 
is expected to be around Rs 
14 crorcs. The company has^ 
applied to the Government for~ 
clearance of the project under 
the MRTP Act. As is known, 
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f the company is entering the 
capital market with a public 
issue of 83.70 lakh equity 
shares of Rs 10 each ?t par 
on February 9. The public 
issue is expected to get good 
response from the investors 
in view of its several attractive 
features. 


21.05 crorc against Ra 18.74 
crorc in the previous year. 
Net profit before depreciation 
and taxation has risen to Rs 
478.39 lakh from Rs 424.06 
lakh. Amount set aside for 
depreciation is Rs 140.36 
lakh (Rs 150.9 lakh) and 
investment allowance Rs 105 


lakh (Rs one crorc). Provision 
for taxation is louver at Rs 
61.50 lakh(Rs 75 lakh). Trans¬ 
fer to general reserve is much 
higher at Rs 132.60 lakh (Rs 
74 lakh). The enhanced equity 
dividend along with ihe pre¬ 
ference dividend will require 
Rs 57.28 lakh (Rs 45.85 


lakh) and is covered by ovci 
five times by disposable profits 

Britannia Industries 

Britannia Industries LH 
has entered into a technica. 
collaboration agreement witf 
Nebico Private Ltd, one oJ 
the leading biscui* manufaCv 


Voltas: Bright Outlook 

Mr Akbar Hydari, Chair¬ 
man Voltas Ltd has visuali¬ 
sed bright outlook for the 
l^mpany. Jn his annual 
Statement to the shareholders 
he points out that the com¬ 
pany has decided to cater to 
the needs of the growing 
middle income groups for 
reliable, safe and reasonably 
priced home appliances as 
well as consumption poods. 
Jn pursuance of these objec¬ 
tives, the company would 
also support and develop 
small-scale enterprises provi¬ 
ding them with technical 
assistance, quality control 
and nationwide marketing 
services. 

The company expects to be 
among the leaders in India in 
providing the services and 
equipment required for con¬ 
trolling Ihe hazards posed 
by pollutants discharged into 
the atmosphere or into water. 
The emphasis has also shifted 
from selling a multiplicity 
of unrelated products for 
undertaking complex turn¬ 
key jobs. 

The strategy, which the 
company has adopted in com¬ 
bination with the organisa¬ 
tional change being intro¬ 
duced holds out excellent 
prospects of so altering the 
nature of the company’s 
business as to improve pro¬ 
fitability significantly. 

Andhra Sugars 

Andhra Sugars Ltd has 
come out with a higher equity 
dividend of 15 per cent for 
the years ended September 
30, 1980 against 12 per 

cent paid for 1978-79. Better 
working of the sugar divi¬ 
sion and expanding activities 

I n other directions were hclp- 
ul in improving turnover and 
profitability. 

Sales were higher at Rs 


f 

t 

t 
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Ensure Proper | 

Tax Deduction 

from 

Salaries 

The Income-tax Act requires every person responsible for 
payment of salary to deduct tax at source at the prescribed 
rates and deposit the same to the credit of the Central 
Government immediately in the case of Government employees 
and within seven days in the case of other employees. 

Default of the Employer Attracts: 

(i) Recovery of the entire amount of tax from him; 

(ii) Levy of interest and penalty; and also 

(iii) Prosecution which may lead to rigorous imprisonment 
and also fine. 

Avoid Penal Action 

ENSURE that the tax deductible on salary has been correctly 
deducted and deposited into Government account within 
the time. 

ADJUST short deduction, if any, out of salary payments made 
in the month of February/March, 1981. 


Issued by: 

Director of Inspection 

(Research, Statistics & Publication) 

INCOME-TAX DEPARTMENT 

New Delhl-110001 
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rturcrs in Nepal. Tbc agree- 
^ment was signed in Kath- 
'inandu, by Mr N.C. Chaii- 
dhuri. Managing Director, 
Britannia and Mr G.B. Shres- 
tha. Managing Director, 
Nebico. 

The collaboration will not 
only give Nebico the benefit 
of Britannia’s indigenous 
expertise in the manuracture, 
it will also give Nebico the 
benefit of its intensive mar¬ 
keting experience gained over 
a period of f'O years, according 
to a spokesman of the com¬ 
pany. 

The project will mean total 
involvement by Britannia in 
all aspects of Nebico's busi¬ 
ness such as selection of 
machinery and equipment ard 
training of personnel. 

Britannia is reportedly stu¬ 
dying the possibility of exten¬ 
ding sinular cooperation to 
other Asian countries, parti¬ 
cularly, to the neighbouring 
ones such as Sri Lanka and 
Bangladesh. 

6CMMF Expansion 

■ The Gujarat Co-operative 
Milk Marketing ledcralion 
is planrirg to expand its 
output of skim milk powder 
and ghee in consumer pack 
for distribution in various 
parts of the country. 

The federation introduced 
new packing and vaiieties 
of some of its products, paiti- 
^^Cularly, chocolates and Nutra- 
mul. All the products of the 
federation registered a satis¬ 
factory growth during the 
.year state the Directors in the 
annual report for I979-S(), 

WBTL Makes Profit 

West Bengal Time Limited, 
one of the three joint sector 
projects commissioned in the 
State, has not only been 
making profit from the very 
first year of its operation (pro¬ 
duction started in April 
1980), but has chalked out a 
major expansion programme. 

Between April and Septem¬ 
ber 1980 (the company's finan¬ 
cial year ends in September). 
WBTL produced 117,241 
. watches, achieving a capacity 
Utilisation of 93 per cent. In 
technical collaboration with 
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Hindustan Machine Tools 
Limited. WBTL put up a 
plant at Tung in Darjeeling 
district at a capital invest¬ 
ment of about Rs 40 lakh 
to assemble 250.000 watches 
a year. 

Even though the company 
was on stream for only half 
of 1979-80, it ended the year 
with a surplus after provi¬ 
ding for all expenses, inclu¬ 
ding interest and deprccta- 
tion charges. Production in 
the current year so far is said 
to be still better and barring 
unforeseen circumstances, as¬ 
sembling of watches in 1980- 
81 will exceed capacity. 

The management hopes 
that the current year’s wor¬ 
king would generate suffi¬ 
cient profits to cover 30 per 
cent of the capital invest¬ 
ment of Rs 40 lakh. WBTL 
has been jointly promoted 
by the West Bengal IndusM ial 
Development Corporation 
Limited and Mr A.K. Riingta. 
Excent for the West Bengal 
watch project which is in the 
joint sector, the other 13 units 
with technical hcok-up with 
HMT arc in the Slate sector. 

Within a year and a half, 
WBTL in technical collabora¬ 
tion with HMT would start 
manufacturing watch com¬ 
ponents like crown, handle 
bar, casing and strap at Tung. 
The projected investment in 
the expansion piogramme is 
about Rs 1.60 crore. 

Centron Merger with 
Brooke Bond 

The shareholders of Cen- 
iK.n Industrial Alliance, at 
their extraordinary general 
mec‘ing in Bombay, have 
proposed two amendments 
to the scheme of merger of 
their company with Brooke 
Bond. The amendments relate 
to the ratio of the Brooke Bond 
shares to be olTcred to the 
Centron shareholders. 

One amendment suggested 
the ratio of one for one and 
the other one for two, whereas 
the original scheme offered 
one equity share of Brooke 
Bond for every five shares of 
CenUon. Poll was taken on 
the amendments as also on 
the . original scheme and the 


result thereof will be announc¬ 
ed later. 

Mr R.P. Aiycr, Chairman, 
announced at the meeting 
that the company bad recei¬ 
ved 2,456 proxies having a 
voting strength of 188,000 
equity shares in favour of the 
original scheme and three 


proxies for 6,925 shares against 
it. The company’s share - 
capital is Rs 98.33 lakh in 
equity shares of Rs 10 each. 

Besides, the United Com¬ 
mercial Bank and SICOM, 
who collectively hold 240,000 
equity shares of Centron, 


Central Coalfields Limited 

A subsidiary of Coal India Limited 
Purchase Department 
15, Park Street: Calcutta-700016 


Adverti^’cment No. 10 


Price & Due 
date 


1. CAL/AS/BARKA/M.B/8I-82/235/KNU/8I Rs. lO.(K) 

Non Ferrous Materials 2-3-1‘^81 

2. C’AL/PBM/HO/202/SNC-312/79 Rs. kxx) 

Auto Klcctrical Accessories for Dumper & Do/cr 2-3-lV’81 

3. C^AL/SG/RC /ROPE MANILA/SISAL/NC/SI-82/ Rs. 10.00 

MANILA/SiSAL ROPE. (RATE C'ONTRACI) .KM98I 

4. CAL/PBM/JllING & GRB/MB/80-81/573/NB/80,( C. Rs. 10.00 

ACSR Conductor. 3-3-P'81 

5. CAL/C:CL/MMP/LUB/GENL/80-81/P1.I. Rs. 10.00 

LUBRICATING OILS & GREASES. 4-3-1981 

6. CAL/AS/HAZ/MB/81-82/241/KNB/K1 Rs. 10.00 

Non ferrous Materials 4-VH. 81 ^ 

7. CAL/PBM/KT/MB/8O-8I/48/PG/80/I0I Rs. 10.00 

I.C.T.P. Switches. 5-.3-1981 

8. CAL/SKM/B&K/MB/8I-82/279/ADG/8I/46 Rs. jo.OO 

M.S. Bolls A Nuts 5 -j,|Qg| 

9. C:AI./AS/NK/MB/8I-82/245/KA/8I/A Rs. lo.oo 

Electric Lamps, M.V. Lamps, Fluorescent lubes V-.3-l‘’81 

10. CAL/CCL/MMP/LIJB/C.1JNL/80-8I/PT. Il/A Rs. 10.00 

T ra nsformi roil 9-3-1981 

11. CAL/AS/JHING & GRB/MB/8l-82/2y6/KNB/8I Rs. 10.00 

Alloy steel mfUcrials. l(K3-|t 81 

12. CAL/PBM/KT/MB/80-8I/48/PG/CC/10H Rs. 10.00 

Electro TechnicuI items such as plugs, 10-3-1981 

Sockct.s, Switches, Lamp holders etc. 

13. CAL/AS/NK/MB/8I-82/245/KA/81/D Riv. lO.(X) 

Cables. 11-3-1981 

14. CAL/AS/RAM/MB/81-82/254/I (A)/M(V8I Rs. 10.00 

Elec. Lamp & Fluorescent Tubes I i-.vmgi 

15. CAL/PBM/KT/MB/80-81/48/PG/CC/SO/IOL Rs. 10.00 

Joint Boxes. 12-3-1981 

16. CAL/AS/RAM/MB/81-82/237/KNB/81 Rs. 10.00 

Non ferrous materials 12-3-1981 

17. C:AL/AS/RAM/249/CC/81 Rs. 15.00 

A.C.S.R. Dog conductors 16-3-1981 

Sealed lender, in duplicate, arc invited for the supply of materials as 
mentioned above uplo 4,30 p.m. on the dale shown and will be opened on 
the next working day at 11.30 a.m. before the attending tenderers or their 
representatives. Schedule of specification of tender can be had cither from 
this office or the Accounts Officer (P). C.C. Ltd., Darbh -nga House, Ranchi 
on production of money receipt for the amount shown against the above. 
Tender (non-rcfundable) to be deposited cither with the Gashier, Central 
Coalfields Limited, Calcutta of this office between 10 a.rn. to 12 noon or 
the Cashier, F'inancial Controller (Accounts), C.C. Ltd., Darbhanga House, 
Ranchi as the case may be. No postal order or cheque will be accepted as 
tender fee. Morey Order with full address of the sender quoting reference 
No. of required tender will be accepted at least 7 days before the date of 
submission of tender. Sale of wuler papers will be closed three davs prior 
to the last date of receipt of the tender. Ar earnest money of Rs. 5,000/- or 
equivalent to 2*% of the value of the quoted items whichever is Jess, is to 
be depositedeither incash or in Bank draft with any of the authorities 
mentioned above before submission of quotation, Central/Statc Govern¬ 
ment Undertakings and firms registered with DGS&D/CCI.. (EX, NCDC)/' 
NSIC for the items under tender arc however, exempted from paying Ear¬ 
nest Money. The company reserve the right to accept or reject the tender 
without showing any reason what-so-cver. 
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have reportedly voted for the 
/ original scheme. 

Rallis India 

Rallis India proposes to 
set up a basic pesticides 
manufacturing complex in a 
backward area at Ankicswar 
in Gujarat. The Directors state 
in their report for 1979-80 
that the company's sales of 
pesticides weie not up to 
expectations due to adverse 
seasonal conditions. Its salci 
of fertilisers were higher than 
i^those in the previous year, 
Fiind sales of pharmaceuticals 
were maintained during the 
year under review. 

Molins of India 

The working of Molins of 
India for the calendar year 
just ended reveals a 50 per 
cent increase in sales at Rs 
333 lakhs subject to audit. 

The profit before tax is 
lislimatcd to show a three¬ 
fold increase, an all-time 
record. Both the Mohali 
and Be ha la units of the com¬ 
pany remained free fiom la¬ 
bour I rouble during most 
part of the year. 

The company's Managing 
Director, Mr. A.J.G. lillis, 
has said the outlook for 
the current year is also en¬ 
couraging. The company's 
new ccllophane/polypropylcnc 
wrapping and razor blade 
machines have been received 
well in the market. The order 
book for these machines and 
spares for the current year is 
full. 

International Computers 

The Chairman of Inter¬ 
national Computers Indian 
Manufacture, Mi A.R. Wadia 
told sharcholdci s at the annual 
meeting that the company 
planned substantial growth 
in its production and sales 
of the current 2904 range of 
computers. 

He said that the demand 
for computers in the country 
was expected to increase and 
the company was well placed 
to meet the growing demand. 
However, much would de- 
, pend upon the Gove*'nment 
import policy in regard to 
software for the manufactur¬ 


ing programme. The com¬ 
pany would have to raise its 
working capital to finance 
increased operations. 

Perfect Circle Maintains 

Perfect Circle Victor has 
earned a lower gross profit 
of Rs 54.42 lakh for the year 
ended August 31, 1980 against 
Rs 67.84 lakh for the pre¬ 
vious year. This is in spite of 
a rise in net sales to Rs 7.17 
crore from Rs 6.48 crorc. 

The Directors of the cem- 
pany have proposed to main¬ 
tain the equity dividend of 
15 pxji cent, which will absorb 
Rs 20.38 lakh. 

The company’s sales of 
piston rings division increased 
by 31 per cent to Rs 3.51 crore 
in 1979-80. Sales of gaskets 
division, however, declined 
to Rs 3.66 crore from Rs 
3.80 crore. 

Chemicals and Fibres 

The Directois of Chemicals 
and Fibres of India (CAFl) 
Slate in their annual lepori for 
the year ended September 30, 
1980, that conlmuipg fiec im¬ 
ports at a time when domestic 
capeityis substantially undcr- 
iitilliscd, high excise duties 
which depress total demand, 
very high raw material prices 
and the attractiveness of 
15 per cent blends because of 
the excise duty rates, all had 
an adverse impact on tonnage 
sales and profitability of ihc 
C()mpan>'s product. 

The company continued to 
represent to the Govern¬ 
ment the harm that these 
imports at very low prices 
were causing to the domesiii? 
industry. While indigenous 
capacity has been woefully 
under-utilised. the country 
has incurred an cxpendilure 
of over Rs 40 crorc in foreign 
exchange on the import of 
polyester staple fibre. 

Associated Stone 

The Directors of Associated 
Stone Industries have re¬ 
commended a ten ]ycr cun 
dividend for the year ended 
September 30, 1980, against 12 
per cent for the previous year. 

Brief preliminary figures 
show a higher net profit of 
Rs 25.39 lakh against Rs 


10.61 lakh, although sales 
have been lower at Rs 3.66 
crore against Rs 4.64 crore. 

Bombay Burmab 

The Directors of Bombay 
Burmah 1 fading Corpn 
have decided to maintain the 
dividend at 18 per cent for 
the year ended September 30, 
1980. 


IMS Tubes 

The Directors of India! 
Seamless Metal Tubes have 
proposed a ‘rights’ issue a 
par on a two-for-five basis. 

Bbopal Sugar 

The Directors of Bhopa 
Sugar Industries have step 
ped up the dividend froi! 


Government of India 

6.75 PER CEVr. I.CJAN, 1994 TO BE ISSUED AT 
AND REPAYABI E AT 
PAR ON I6TH FEBRUARY J994. 

7.50 PER CENI. LOAN. 20J0 (FOURTH ISSUE) TO 
BE ISSUED AT RS. JUO.OO PER CENT. AND 
REPAYABLE AT PAR ON i2TH MAY 2011^ 

Subscriptions to the above loans will be received simultaneously i 
the form ofcash/chcque anti will be limited to a total of Rs 480 croresVaDr 
foxtmalely). Ciovernmei l reserves the right to retain subFcriptions uSt 
ten per cent, in excess of the notified amount. 

2. If the total subscriptions received for the loans exeted the notific 
amount plus the amount of ten per ccni. retainable as aforesaid nartit 
allotment will be made in respect ol the loans on a proportionate ba.sis an 
the balance rcfiii dtd in cash as soon as posMble. 

3. In the case of b.75 per cent. Loan, I^V4 interest will be naid half 
yearly on the 16th August and J6ih February. 

4. In the case of 7 50 per cent. I oan, ZOIO (J (uirth Issue) interest fo 

the period J6th February IVSI to I lih Mav I98i (inclusive' will be nar 
on the 12th May 1981 andIherealtei inicicst will be paid half-vtarivonth 
J2lh November ana I2ih May. ^ naiiyonin 

5. Interest on the loans now issued logethci w Mh interest on other orevJ 
oils Government securities and income fmm other appiovtd investment 
will be exempt from income-tax subjeci to a limit ( f Rs. 3,(1U() per anmia 
and subject to other provisions of Section SOL of the income-tax Act 1961 
The value of Ihc investments in the loans now issued together with the valu 
of other previous inveslmcnls in Govcrnmeni securities and other invest 
ments specified in Section 5 of the Wealth tax Act will also be exemot fron 
the Wealth lax uplo Rs 1,50,000/-. 

6. Subscription lists for the new loans will open on the l6th Februar 
1981 ard close on 17ih i ebruary 1981 or earlier wilhout noikc. 

Applications for the loai s will be received at : 

(a) idficcs of the Reserve Bank of India at Ahmedabad BargaJore 
Bombay (Fort and BycnIla), Calcutta, Flydcrabad, Jaipur Kan 
pill, Madras, Nagpur. New iXlhi and Patna; and 

(h) branches of the Stale Bank of India at all places in Irdia exceo 
at (a) above. 

7. Securities will be issued in the form of Promissory Notes or Stocl 
Certificates. The advantages of investing in tht lorm of Sleek Certificate 
arc as under : 

(i) It is safer than a Govtrnnu’jil Promi'soiv Note as the nante 0 
the holder is registered in the books of the Public Debt Office. 

(ii) The SUx-k C’crtificaie will be -ert lo ihcarplkani direct byreris 
Icrcd post by the Public Dcbl Olliec. 

(iii) The half-yearly interest will be remit led lo the holder direct by«i 
iiitcrcstwai rant drawn at pi ror.any I leasuis lir Slate Bank brancl 
indicated by the holder, li the hoklu so desires, Ihe interest wil 
be remitted by Money Order aftci di dueling the commission char 
ges. In respect of Stock C’citifieale where the net amount of 'ilj 
icrcst to be remitted is less ihan Rs 20/-. no niemcy eirdcr com 
mi'‘Sie)n will be charged. 

(iv) If Ihe hedeler wishes to sell his securities, he can do so by complet 
mg and'^igning the trari'^fer form printed on the reverse of th- 
Cortificates in the i annei preseribed thereir. 

(v) Government Preimissory Notes in exchange for the Stock Ceftj 
fieaie can be obtained by applying to the Public Debt Office an* 
on payment of a nominal fee for each new note required. 

8. For any further clarification, please apply to any of the offices c 
branches mentioned in paragraph 6 above. 
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|J7.5 per cent to 22.5 per cent 
fJTor the year ended September 
130, 1980. 

Jpper Doab Sugar 

The Directors of Upper 
‘Doab Sugar have proposed a 
JO per cent dividend for ihc 
year ended September 1980. 
Last year, the company had 
• skipped dividend. 

ICapital & Bonus Issues 

'l The Union Government has 
jalJowed 25 companies to raise 
icapital. The details arc as 
j follows : 

Bonus Issues 

^ Partap Steel Rolling Mills 
*Pvt Limited is to raise Rs 60 
*lakh in fully paid equity shares 
lof Rs 100 each in the ratio 

Wi •• I. 

Saravanabava Mills Pvt Ltd 
to raise Rs 4.50 lakh in fully 
^aid equity .shares of Rs 100 
^ch in the ratio of3;4. 

J The Fairdcal Corporation 
|(Pvt) Ltd is to raise Rs 21 
Takh in fully paid equity share.s 
^f Rs 250 eaciiin the ratio of 

Chandika Press Pvt Ltd is 
Ito raise Rs 2 lakh in fully paid 
ibquity shares of Rs 10 each in 
othc ratio of 1:1. 

* Laboratories Vi for (India) 
*Pvt Ltd is to raise Rs 7.50 
Pakh in fully paid equity shares 
af Rs 100 each in the ratio 

n>f 1:2. 

The Kerala Kaumudi Pvt 
^td is to raise Rs 5.25 lakh in 
5ully paid equity shares of 
%ii 1,000 each in the ratio 

hi 1 : 2 . 

} The Fravancore Flcclro- 
^emical Industries I.td is to 
ti'aise Rs 45.66 lakh in fully 
paid equity shares of Rs 100 
iach in the ratio of 1:3. 

^ The Orient lixprcss Company 
^vt Lid is to raise Rs 8 lakh 
^jl fully p:iid equity shares of 
10 each in the ratio of 1:1. 

^ Vccrarajendra Lstates Limit- 
^ is to rai.se Rs 4 lakh in fully 
jnid equity shares of Rs 10 
mch in the ratio of 1:2. 

|)kThe Asok Textiles Ltd is to 
^jRsc Rs 24,77,500 in fully paid 
Vqaity shares of Rs 10 each in 
ratio of 1:1. 

U Elhnor Ltd is to raise Rs 5 

te 
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lakh in fully paid equity shares 
of Rs 100 each in the ratio 
of 1:1. 

Parckh Dyechem Industries 
Pvt Ltd is to raise Rs 5,20 
lakh in fully paid equity shares 
of Rs 10 each in the ratio 
of 1:1. 

Dinshi Ampoule Makers Pvt 
Ltd is to raise Rs 3 lakh in 
fully paid equity shares of 
Rs 10 each in the ratio of 1:1. 

Indmag Private Ltd has 
been permitted to raise Rs 3 
lakh in fully paid equity shares 
of Rs 100 each in the ratio 
of 3:4. 

Indoco Remedies has been 
permitted to raise Rs 337,600 
in fully paid equity shares of 
Rs 50 each in the ratio of I :1. 

Further Issues 

Shivalik Rasayan Lid is to 
issue \ 10,000 equity shares of 
Rs 10 each (inclusive of ihf 
equity capital <^f Rs i9,31.600 
already raised) for cash at par. 

Warren Industrial, Ltd is to 
issue equity shares worth Rs 20 
lakh to the existing equity 
shareholders as rights for cash 
at par. Thj proceeds of the 
issue are to be utilised to meet 
the increastd working capital 
requirements of the company. 

Shriram I^'ibres Ltd is to 
issue equity shares worth Rs 34 
lakh to the IFCI, LIC of India 
and UTI in conversion of a 
part of their loans already 
granted to the company at par. 

Mayur Syntex Ltd has been 
allowed to raise equity capital 
of Rs 94 lakh for cash at piir 
through directors, friends, as¬ 
sociates, PICUP and UPSIDS. 

Goetze (India) Ltd has been 
permitted to issue 205,733 
fully paid equity shares of Rs 10 
each at a premium of Rs 2 
per share to IDBf, ICJCI and 
IFCI in conversion of parts of 
their loans already granted by 
them to the company. 

Kirloskar Oil Engine Ltd 
issue of 200,0(K) secured re¬ 
deemable debentures of the 
value of Rs 200 lakh for cash 
at par to the existing Indian 
resident shareholders as rights 
on prorata basis. 

Higginbothams Limited has 
been allowed to issue 25,000 
equity shares of Rs 10 each 


for cash at par as rights on 
pro-rata basis. 

Modern India Con^'lruc- 
tion Company Limited has 
been j>crmitred the extension 
of the rate of redemption of 
the existing 3,000, 8.57 per 
cent cumulative redeem¬ 
able preference shares of 
Rs ICiO and also to the en¬ 
hancement of the rale of divi¬ 
dend from 8.57 per cent to 
11 per cent per annum. 

Madan Industries Limited 


has been permitted to extend 
the dale of maturity of its 
17,5000, 9.5 per cent re- \ 

decmable cumulative pre- ^ 
Terence shares from December 
7, 1981 to December 7, 1981. 

Nimar Textiles Limited has 
been allowed extension of 
the period of redemption of its 
140()0, 9.5 per cent cumula¬ 
tive redeemable preference 
shares of Rs 100 each from 
3.11.1979 to 2.11.1986 by a 
period of seven years. 


Readers’ Roundtable 


OH Crisis—Now! 


Sir, Our experts talk of the oil 
c^-isis in 2000 AD. But in 
India it is round the corner, 
fhe projeelions below (^i/.v/.v: 
Centre for Monitoring Indian 
Economy) based oii conserva¬ 
tive assumptions (clearly sta¬ 
led) speak for themselves. 
In 1982-83, our entire ex¬ 
port earnings will fall short 
of the O'I irnpoit bill alone. 
How will wc pay for ether 
essential imporfs? In most 
other counlrie?, developed 
and developing, oil imports 


constitute less than half of 
the entire export earnings. 

We must curb oil consump¬ 
tion by legislation and/or 
a Sleep increase in the oil 
products price (domestic 
prod net ion is charged at £6 
per bhl instead of the £ 36 
iiiterriaiional price! to avert 
an ecor-omic disaster. But it 
i.*" perhaps part of the basic 
tragedy of mankind that we 
learn only after the event—and 
funlfortunatciy this w'on’t be 
long. 


Crude Imports(a) 


1950 

1960-61 

1970-71 

1975-76 

1977-78 

1979- 80 

1980- 81 

1981- 82 (c) 

1982- 83 (e) 

1983- 84 (c) 

1984- 85 (e) 

1985- 86 (c) 


Dom 

mT 

Crude 

Imp.(a) 
mT 

Rs. Cr. 

of 

entire 

exports 

Foreign 
trade 
deficit 
Rs. Ci. 

0.3 

3.0 

52 

9 

49 

0.5 

7.9 

1-i 

12 

480 

6.8 

12.8 

137 

29 

99 

8.4 

15.8 

1256 

31 

1222 

I0.8 

17.7 

1551 

29 

621 

1I.6 

21.5 

3212 

50 

2262 

lO.I 

23.0 

5500 

79 

4500 

I6.9 

23.0 

6900 

90 

6700 

20.5 

23.0 

8600 

101 

(d) 

21.3 

23.0 

I07(K) 

115 

(d) 

21.6 

23.0 

13400 

131 

(d) 

22.1 

23.0 

16800 

149 

(cl) 


(a) Includes petroleum pfoducts. (b) Domestic crude loss 
3 mT due to Assam agitation. Other estimates as of Dec. 
1980. (c) Assumptions : 1. Normalisation in Assam. 2 
Imports pegged at 23.0 mT - A wishful Ihinkingi 3. Price 
increase of imported products 25?/, per year (since 1973 
average increase was 50% per year) 4. Exports growth 10% per 
year (since 1973, average growth was 6.5% per year), (d) Well 
over Rs6700 crores depending on imports other than crude 
and petroleum products. O. P. Kharbaoda 
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For Requirements 
of 

SODIUM SULPHATE 


(Anhydrous Quality) 


Please Contact : 

THE eWIllOR RIVOH SILK IFG (WVG) Ca LTD. 

( Staple Fibre Division ) 

Birlakootam - Mavoor — Kozhikode 


Gram : STAPLE 
Telex: 0854-216 


Telephone : Calicut 76041 
76042 
Mavoor 76 


Registered Office : 

Birlagram, Nagda (M.P.) 
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Gujarat India's second latest industrial base today but,,. 

Second to none in providing 
speedy assistance to entrepreneurs 



GMierat Fa 
India's Industrie 


The four Gujarat Corporations—GIDC GSFC, 
GIIC, GSIC. Powerful investment catalysts. 

Set up by the Government to attract, assist and 
mobilise industries in Gujarat. 

Perfect co-ordination has been the driving 
force behind the success of the Corporations. 
It's been achieved through their 'one-point 
contact'—The Industrial Extension Bureau 
(iNDEXTb). 

iNDEXTb is the co-ordinating bureau, sot up 
to speed up formalities tor the industrialists. 
iNDEXTb helps the entrepreneurs all the way, 
from obtaining a Letter of Intent right up to 
the time a licence is issued and the actual 
disbursals of the loans made. iNDEXTb has 
added a new dimension to the industrial 
assistance available in Gujarat. It also identifies 


projects, recommends consultants for 
industrialists to make Project Reports/ 
Feasibility Studies. 

iNDEXTb is today a model for other States. 
A practical approach to industrialization. 
Gujarat shows the way. 


GIDC 

GSFC 

GIIC 

GSIC 


Gujarat Industrial 
Development Corporation 

Gujarat State 
Financial Corporation 

Gujarat Industrial 
Investment Corporation 

Gujarat Small Industries 
Corporation 


For further information contact: 

iNlKEnb 

Industrial Extension Bureau 

1 St Floor. Nanalal Chambers 
Ashram Road, Ahmedabad 380 009 
Tel: 77542, 77268 Telex: INDI 229 

If you are in Bombay, contact: 

Chief Development Officer 
Gujarat Corporations. Kheian Bhavan 
1 St Floor, 198 J. Tata Road, Churchgate 
Bombay 400 020. Tel: 222063/222146 
Telex: 001 -4329 

The wheels that, 
gear Indus^al 
growth in Gujarat 










Economic prosperity is the harbour light 
that beckons us. We try to reach it by 
developing technological expertise and 
manufacturing skill in every field of 
engineering. 

We launched on this activity way back in 
1938 and emerged as pioneers in manufac¬ 
turing dairy equipment in India. Today, 
we design, manufacture and instal plant 
and equipment for every major national 
project covering vital human needs like 
food, chemicals, petrochemicals, fertiliser, 
cement, steel, paper, nuclear, power... 

We have even extended the limits of our 
capabilities to cover space technology in 
order to support the nation's plans to 
establish effective satellite communication 
systems. Right now, we are embarking on 
a totally different activity— cement 
manufacture. 


Our efforts keep us moving towards a 
definite harbour - economic prosperity 
through technological development. 

All 10,000 of us in the L&TGroup are 
prompted by the same sense of direction. 
And our capabilities are enriched by the 
experience and know-how of our 
collaborators—world renowned manufac¬ 
turers in every field of engineering. 



LARSEN & TOUBRO LIMITED 

where technology moves w'ith time 
P.O. Box 278, Bombay 400 038 


^A/hen a man does not know what harbour , 
he is making for, no wind is right —Seneca I 
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February 4 

Rabi output this season may touch the 
record production level of 53.3 million 
tonnes obtained in 1978-79, according 
to an assessment of the crop weather 
group of the Union Agriculture Ministry. 

February S 

The minimum export price for flue 
cured virgina tobacco of the ]98l crop 
has been raised by 5 to 10 per cent over 
the prices for the 1980 crop. 

The Pakistan Foreign Minister, Mr 
Agha Shahi, flew back to Karachi having 
apparently failed to persuade Iran to 
enter peace negotiations to end its war 
with Iraq. 

Turkey devalued its lira against the 


US dollar by 4.2 per cent and against 
the £ by 2.5 per cent. 

February 6 

Seven political parties in Pakistan 
signed a dec aration demanding I he 
immediate lifting of martial law, the 
resignation of President Zia-ul-Haq and 
free elections. 

A sick unit can be considered via¬ 
ble if it is in a position to repay its 
loans in about eight to 10 years and the 
interest charged can be concessional, 
staled RBI. 

The buoyancy of inward remittances 
continued unabated during 1980, so that 
the year ended with the highest ever 
inward remittances at Rs 4,467 crores. 

February 7 

India will buy two cargo vessels from 


the Uijanik Shipyard of Yugoslavia, at 
the contracted price of $10.3 million. 

I'hc Government has set up a five- 
member expert committee to go into 
the economic feasibility of the Rs UO 
crores Sethusamudram project. 

February 8 

The Government has decided to raise 

the price of coal by about Rs 20 a tonne 
to cover up the huge losses being incurred 
by Coal India. 

Jlic kerosene refining unit of the 

Gauhati retinery resumed regular pro¬ 
duction after a lapse of 74 days. 

February 9 

The counting of India's population, 

the Census 1980 operation, begins. 

India, Algeria and Yugoslavia join¬ 
tly proposed at the non-aligned con¬ 
ference that the oil producing countries 
lake special measures to minimise the 
dilhcLiliies in the non-aligned world due 
to the oil price hike. 

India is to get half a million tonnes of 

crude from Venezuela during this year. 

Mrs Gandhi’s inaugural speech at the 
Non-aligned l orcign Ministers’ Confere¬ 
nce was marked by foir and balanced 
references to the issues like the develop¬ 
ments in Afghanistan, the Iran-lraq 
conflict and the big-power rivalry in the 
Indian Ocean. 

February 10 

A Polish army general has been nomi¬ 
nated to become Poland’s fourth Prime 
Minister inside a year, following the 
resignation of Mr Jo/ef Pinkowski. 

Mr M.C. Chagla dead. 

Hopes of early resumption of talks 
between the Centre and the Assam 
agitation leaders rise with Mr Morarji 
Desai stepping in as a mediator. 

February 11 

Or Subramaniani Swamy announced 
his withdrawal from the contest for the 
presidentship of the Janata Party, leaving 
only Mr Chandrashekhar in the field. 

The Public Investment Board haa 
approved the proposal to set up a pelle¬ 
tisation plant based on Kudremukh iron 
ore at a cost of Rs 87 crores. 
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Boo to Brezhnev 


The NON-aligncd pendulum has swung with a vengeance against 
the Soviet Union. No longer can Cuba try to hoodwink the 
movement into believing that Russia is the natural ally of the 
non-aligned. At the New Delhi meeting of Non-Aligned Foreign 
Ministers, it became clear that Russia is in fact the nigger in the 
woodpile, if it will pardon black nations for using such an ex¬ 
pression about a white one. After Afghanistan and Kampuchea 
one does not have to be Chinese to understand the meaning of 
Social Imperialism. Russia has long ruled over a larger empire 
in Eastern Europe than ever commanded by Peter the Great. 
Now it has usurped the British claim to having an empire on 
which the sun never .sets. Russian neo-colonics now circle the 
globe, from Vietnam and Kampuchea through AfghanisUin and 
Ethiopia to Cuba in the Western Hemisphere. Brezhnev, not 
Kipling now shoulders the White Man’s Burden. 

Not all nco-colonics arc objectionable. In a world dominated 
by two super-powers, many small countries need a Big Brother 
for military protection and economic support. If Cuba can be 
called a Soviet nco-colony, so can Singapore be described as an 
American neo-colony. But Castro was not imposed on Cuba 
nor Lee Kwan Yew on Singapore. Ihey are both genuine 
nationalists with deep local roots, not Soviet or American 
transplants. The world has long learned to live with and even 
respect such nco-colonics. What cannot be countenanced arc 
neo-colonics established by force of arms. Mr Babrak Karmal 
flew into Kabul along with Russian troops, and Mr Hcng 
Samrin was installed in Pnom Penh by Vietnamese generals. And 


it is just possible that the new American President, in his gun- 
slinging style, may be tempted to foist proxies on Nicaragua or 
El Salvador. This is the kind of action which the non-aligned 
movement mu.st scream about at the top of its voice. It is as 
important to condemn the Russians in Asia as to ward eff the 
Americans in Central America. 

The non-aligned group tends to fudge issues rather than 
holler murder. This is not surprising in a forum where all de¬ 
cisions are based on consensus, and a determined minority can 
block resolutions supported even by the vast majority. One 
could hardly expect the present Government of Afghanistan, 
such as it is, to condemn Soviet intervention on its soil. Nor ‘ 
could Vietnam be expected to beg forgiveness for its exploits in 
Kampuchea. Hence the non-aligned declaration docs not con¬ 
demn military adventurers in Asia by name. But the row crea¬ 
ted at New Delhi by various Foreign Ministers was quite loud 
enough to be heard in Moscow, regardless of the much politer 
tone of the declaration. One trusts it will also be heard in 
Washington, and not be mistaken for merely anli-Sovict senti¬ 
ment. Despite all the rhetoric about human rights, President 
Reagan seems itching to do unto Central America what Russia 
has done unto Asia. 

There has been much criticism of the failure of the non- 
aligned meeting to call a spade a spade. Observers are dismayed 
that there should have been so much difficulty about getting - 
agreement on a clause calling for the withdrawal of foreign 
troops, when this should really be regarded as axiomatic by any 
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self-respecting group of countries. The Singapore representative 
iwas particularly vocal about the consensus system, which en¬ 
abled a small minority to water down the words of the over¬ 
whelming majority. He suggested that in future there should 
be voting on every resolution to truly reflect the feelings of the 
movement. 

There arc both dangers and possibilities in this suggestion. 
The danger is that voting will lead to an outright split in the 
movement, and enable a temporary majority to become a per¬ 
manent majority by simply expelling inconvenient members. 
Were it simply a matter of getting rid of conspicuous proxies 
of the two super-powers, this might not be regarded as a tra- 
^ dy. Many would argue that the non-aligned movement 
IK/Uld in fact be strengthened by weeding out rellow-lravcllers 
on both the right and left. However, the Iran-lraq conflict 
has driven home the lesson that many burning issues of the 


day may have nothing at all to do with the super-powers, and 
may be straightforward bilateral conflicts between members 
of the non-aligned group. It would clearly be disastrous to 
start having votes on whether Iran or Iraq should be supported. 
On balance there is much to be said for sticking to the existing 
method of consensus. No doubt this results in w'alcrcd down 
language, but certainly not in watered down exchanges between 
opposing viewpoints. The fact that so many iion-aligncd coun¬ 
tries are angry with Soviet expansionism has been clearly esta¬ 
blished at New Delhi, and not all (hat much is to be gained by 
a formal vote. Indeed, the consensus procedure forces Govern¬ 
ments like those of Cuba, Afghanistan and Vietnam to accept 
compromises which they would not dream of making under any 
other circumstances. This is an accomplishment which gets 
little publicity but is likely to have more long-term elTects than 
any amount of violent sermonising. 


Steel, Coal Priee Hikes 


In ntciDiNG this week to step up the ad ministered prices of coal 
by Rs 20 a tonne, of saleable steel by 20 per cent on an 
4.verage and of pig iron for sale by Rs 400 per tonne, soon 
after the significant increases effected last month in the prices 
of petroleum products, the Union Cabinet has endeavoured to 
kill two birds with one stone. It has realigned these prices 
with I he escalated production costs. Simultaneously, as no 
change has been made in the excise structure relating to these 
products, the excise revenue (as also sales tax receipts of the 
State Governments) should go up not insignificantly. 

In fact, the burden on the Union Finance Minister of 
finding additional tax revenue for the next financial year has 
been lightened a great deal. Besides the increase that will 
accrue in the excise revenue on the above count, he will be 
relieved of the responsibility of finding funds to meet the 
growing losses of the public sector undertakings in the three 
1 crucial areas of coal, steel and oil. The increase in Govern¬ 
mental expenditure flowing from the above decisions obviously 
will not be as marked as the additional revenue or the outgo 
that would have been there to offset the losses of its under¬ 
takings. 

Whereas the raises in the prices of petroleum products 
would yield to the oil refineries around Rs 1,200 crorcs a year, 
the nationalised coal industry should be able to net over 
Rs 210 crores per annum on its current level of coa! raisings. 
The earnings of the public sector steel plants should go up by 
over Rs 400 crores. In aggregate, therefore, the burden of the 
above, including the additional excise duty realisations, on the 
economy will be at least Rs 2,000 crores in a full year. Not 
||j,insignificant as not to stoke inflationary trends that have been 
moderated to some extent after October! The welcome drop 
in the wholesale prices index in November and December, 
though marginal, in fact, has been reversed since the raising 


of the prices of petroleum products; a clear enough indication 
of the cost-push inflationary potenlial of the upward revisions 
in the administered prices of the essential inputs for the 
economy. 

But can inflation be contained by refraining from 
making structural adjustments in the prices ol' the products of 
the public sector? For short, temporary, periods i( may be 
possible. But when the support to running concerns in the 
public sector from the exchequer gains wide dimensions, the 
mobilisation of resources for providing this support through 
taxation or deficit financing has its own implications. The 
impact of this on the general price level sometimes is even 
more adverse than that of price adjustments of some items, 
however important they might be. This is due to the fact 
that direct increases in prices do have some restraining in¬ 
fluence on demand. When the items concerned are vital 
inputs for industry and of direct concern to the public, efforts 
are made to obviate wastages. 

There can be no dispute about the escalations rhal have 
taken place in coal and steel production costs in the recent 
years. Some adjustments have as well been made m the past 
in their sale prices. But still both these sector^ have been 
showing losses. The Steel Authority of India, lor i.istancc, 
made a profit of Rs 44 crores two scars ago. Last year its 
profit shrank to a hare Rs S crorcs. This year the SAIL will 
be incurring a loss of over Rs 100 crorcs. Coal India Limited 
too is incurring loss at the rate of over Rs 100 crorcs per 
annum. Its losses since nationalisation now approximate 
Rs 700 crorcs. There was, thus, no justification for not 
realigning their sale prices to the increased production costs. 

But it is arguable whether the increases decided upon were 
fully warranted. The operations of both SAIL and CIL, 
without doubt, leave much to be desired, although they have 
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tended to improve in the past few months. Power shortages 
and transportation bottlenecks have been affecting their pro¬ 
duction programmes and supplies to consumers very seriously. 
Though the movement of coal by rail has been streamlined 
substantially, bottlenecks have appeared in the movement of 
products from the integrated steelworks. The result has been 
that both coal and steel products, particularly the latter, are 
commanding a substantial premium at most consumer ends. 
To the extent to which the increased prices of the two materials 
will cut into the middlemen's unofficial premiums, they should 
not accentuate inflation, though the production costs of 
industrial consumers who have direct access to supplies from 
the producers will definitely go up. The inflationary potential 
of the price hikes in steel and coal can be contained a great 
deal if their supplies can be raised through a substantial slcp- 
up in production which is not impossible considering the 
underutilisation of the capacities of the two industries. All 
efforts need to be made in this direction. 

It is the insufficient utilisation of the installed capacities 
that make the price increases decided upon questionable. 1 he 
consumers can be asked to pay more for supplies to them if 
the production costs of producers go up for reasons beyond 
their control. But when production costs get vitiated on 
account of such factois as inefficient management, overstaffing. 


acceding to the inflated demands of workers, pilfrages and 
malpractices of various kinds, the consumers have the legiti¬ 
mate right to question the price increases. This holds good in 
the case of both the coal and steel industries. 

The determination of the economic sale prices of the public 
sector units must take the above into consideration if dis¬ 
tortions in the economy arc to be straightened out. The 
additional revenue to the steel plants from this week's decision 
will be much more than warranted by the increased production 
costs. Will it be ensured that this will be utilised for the 
modernisation or the expansion of the industry, instead of 
being frittered a\^ay in yielding to pressures from the employees? 

The private sector concerns the prices of whose products 
arc administered by the Government too deserve a similar 
sympathetic consideration as shown to the public sector in oil, 
steel and coal. But the relief to them in the form of increases 
in the prices of their products is invariably allowed only 
grudgingly. A pertinent case in point at present is the 
aluminium industry who^e plea for revision in prices owing to 
enhanced production costs has been under the consideration 
of the Government for quite some time. An expeditious 
decision in this regard should go a long way in obviating the 
unnecessary l^n^ses being suffered by this industry. 
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¥t is both a pleasure and a matter of 
'*■ regret that the Information Minister, 
Mr Vasant Sathe, has invited me to the 
wedding of his daughter. It is a pleasure 
ji^caiisc the invitation card carries the 
S^i/^minenl message, “No presents please”. 
This is a welcome inscription from a 
Minister in a Government reputed to 
absolutely insist on quite gigantic pre¬ 
sents on occasions far less suitable for 
celebration than a wedding. One wishes 
all Ministers wcmld follow Mr Sathe’s 
example on all occasions. 

But his invitation is also a matter of 
regret. 1 have met Mr Sathe only once, 
and I doubt if he would recognise me 
again. Still Ihave been invited, and this 
^ can only be because he has similarly in¬ 
vited many other journalists whom he 
barely knows. This makes him guilty of 
spending unwarranted sums in a lavish 
manner on the wedding. Still, if at all 
we arc lo have conspicuous consump¬ 
tion, it is preferable to have Minister 
footing the bill for refreshments than in¬ 
vitees fooling the bill for presents. 

''ill Petroleum Minister, Mr P.C. Scihi, 
has struck out at the Oil and Natural 
Gas Commission for having the temerity 
to suggest that it can raise production at 
Bombay High to 17 million tonnes with- 
^ out help from C^l P, the French firm 
which wants a share of the oil for doing 
the same job. When newsmen raised this 
point at a press conference, Mr Sethi de¬ 
manded that the ONGC should give its 
commitment in writing, and if it was un¬ 
able to live up to it then “many heads 
would roll”. An admirable remark from 
one of the Chief Fxccutioncrs of the 
Emergency. Both the Russians and 
Italians have failed woefully to run the 
antibiotics plant at Rishikesh at anything 
like the promised output. Will Mr Sethi 
chop their heads off as well 7 The surgical 
instruments plant at Madras has hardly 
worked at all in the last ten years -will 
Mr Sethi scalp the Russian collaborators 
with all the unsold surgical instruments at 


his dispo.sal 7 The American companies 
suppo.sed to instal platforms at Bombay 
High have been behind schedule. W'ill 
they be drowned in an official ceremony 7 
And if not, why has he selected only 
the ONGC for the executioner's axe ? If 
a failure to live up to commitments is to 
be re\^ardcd in such drastic fashion, sure¬ 
ly Mr Sethi's first target should be llie 
lady who promi.scd a Government that 
works. 

irinKv is sweet. When we achieved 
our fantastic win over Australia m 
the third cricket lest match, I decided to 
break all office rules by celebrating with 
two bottles of Golconda wine, the near¬ 
est thing to champagne (and yet the 
farthest) that we have in India. Alas, 
the colleague whom 1 sent out to pro¬ 
cure the wine visited several liquor shops 
without finding any. The nearest thing 
to champagne he could locale was Ami- 
novin, a grape tonic with 20p'. r cent alco¬ 
hol manufactured by a public sector di ug 
company. The serving of a public sector 
tonic in a Birki *>11 cc might be regarded 
by some as a foim of celebration, but 
not by me. And so we had lo make do 
watli barlis and sainosas. 

There were hen>es aplenty in the last 
Test match. But if one had to pick a 
villain, it would have to be none other 
than Sunil Gavaskar. On the penulti¬ 
mate day. he was so incensed when given 
out I BW that he ordered all his players 
olf the field. Thus he almost gifted away 
the match and robbed us of victory. 

His defence of his action was appalling. 
He said he had lost count of the number 
of unfavourable decisions against India. 
The team manager slid the same clay 
that six decisions had gone against India. 
If Gavaskar cannot count up to even 
six, docs he deserve to be captain 7 The 
fact is that he has been woefully out of 
form, and this has alTected his judgement 
in more ways than one. Having been 
given out wrongly just as he was finally 
set for a big score, he decided to person¬ 


alise the whole affair. If every captain 
decided to walk out whenever there was 
a wrong decision, w'ould any game of 
cricket ever be completed ? And since 
when is the batsman supposed h> be the 
arbiter of W'licn he is out ? 

Theie were plenty of unfavourable de¬ 
cisions against Australia in the .same 
match. C'hauhan was out early in his in- 
ning-» but was allowed to cany on. Both 
Dyson and Border were unhappy with the 
(Iccisions to give them out in the last 
innings, but did not kick up a fuss. The 
first thing lo be learned m cricket is that 
the umpire’s decision is (inal and binding, 
even if h.e is \M\)ng. 

i is another matter that TV cameras 
have now' exposed the fallibility of 
umpires Indeed there is a watertight 
case for doing away with the traditional 
umpircN in the middle of the pilch, and 
replacing ih«‘m with one in the pavilion 
with modern electronics to help him reach 
decisions. Sensors placed under the pitch 
can pinpoint where balls land, where they 
make cnnlaci with bat or pad, and in 
which dilection they Hy after contact. 
A mini-computer can instantly process 
this information and tell whether a ball 
hillinii a batsman’s pad would otherwise 
have hit the wicket, putting an end to all 
I BW disputes. TV camera replays can 
establish beyond doubt whether a bats¬ 
man has been stumped or run out, and 
often whether he has touched the ball. 

It is ridiciiK>us in this electronic age to 
continue with the old system of umpiring. 
Even in a sport like hoi se-racing, the 
human eye has been replaced by the 
camera to judge a plii>lo-iinish. Why 
persist with human fallibility in cricket, 
when clecri>nics can claiify the most con- 
tioversial situation in a few seconds? 
Bcrhjps wc can still have two umpires in 
the middle with a referee in the pavilion 
who can overrule them, rather like a tennis 
or soccer referee can overrule his linesmen. 

Swaminatlian S. Aiyai 
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The LIC Ordinance; Gerrecting Distortions 

f R. C. Ummat 


It is difficult to speculate about the out¬ 
come of the prayer preferred to the Sup¬ 
reme Court by the AH India Life Insu¬ 
rance Employees’ Federation for initiat¬ 
ing contempt proceeding against the 
Union Government and the Life Insur¬ 
ance Corporation for promulgating on 
January 31 an ordinance to alter the 
basis of payment of dearness allowance 
smjM bonus to certain sections of the LIC 
*’ employees and for striking down the 
ordinance. This speculation is not even 
called for as the Supreme Court will take 
up the prayer for consideration on F'ebru- 
ary 11. 

But whatever the verdict of the Supre¬ 
me Court, the issuance of the ordinance 
is a clear evidence of the anxiety of the 
Government to contain the mounting 
expenses of insurance and rectify the 
distortions that have crept into the salary 
structure of the LIC and several other 
'public sector undertakings in recent years. 

None else but the ruling party in power 
at the Centre currently is to be blamed 
for this irrational development. Prior to 
the Janata Party's rule, it had been re¬ 
sorting to soft options and yielding to 
pressures from the highly organised work¬ 
men in a bid to secure their support 
for continuing in the saddle. The distor¬ 
tions have not developed overnight. They 
have their genesis in the ill-negotiated 
wage settlements first with the bank em¬ 
ployees, then with those in insurance 
business and subsequently with those en¬ 
gaged in certain key segments of the 
industrial sector. They have arisen pri¬ 
marily due to conceding to the demands 
of the trade unions dominated by the 
leftists for full or near-full neutralisation 
of the increase in the cost of living for the 
lower paid staff. The neutralisation, of 
course, was tapered off for those drawing 
higher emoluments. 

In the case of the LIC, class IV 
employees were made entitled to 100 per 
cent neutralisation and class ill staff 
to 75 per cent compensation for any in- 
Plrease in cost of living in the second half 
of the sixties. This was done on the 


pattern of the bank employees. Fven 
though the irrationality of this neutra¬ 
lisation formula soon became abundantly 
clear, no efforts were made to correct the 
situation. The productivity angle was 
completely ignored. With inflationary 
trends gathering momentum, persistence 
with the above neutralisation formula 
has not only created over the years the 
anomalous situation of some .sections of 
chiss 111 employees of the LIC now 
receiving total emoluments significantly 
in excess of ollicers but also in the opera¬ 
tional costs of the Corporation going up 
rapidly. The largest beneficiaries of 
Lie operations over the past two decades, 
it is no exagcralion to say, have been the 
employees and the Government. Their 
share in the surpluses generated has been 
growing much more proportionately than 
the benefit accruing to policy-holders. 

The Janata Government made an at¬ 
tempt in 1978 to rectify the anomaly 
when on the expiry of the 1974 wage 
agreement of the L!C employees, bonus 
payment to them was withheld and it was 
notified that thc> were not entitled to 
any bonus. The employees contested 
this and their pica that till a new agree¬ 
ment was negotiated with them, they 
were entitled to the benefits accruing 
under the 1974 agreement was upheld by 
the Allahabad High Court. The Union 
Goveinment went in appeal to the Su¬ 
preme Court against the Allahabad High 
Court judgement, but the majority verdict 
of the Supreme Court too went in favour 
of the employees. It held that 15 per 
cent bonus was payable to the employees 
under the Allahabad High Court judge¬ 
ment for 1978-79 and 1979-80 and since 
it was not paid, 12 pci cent interest ought 
to be paid on all arrears. The dissenting 
judge, however, observed that the Go¬ 
vernment and the LIC had the right to 
alter the terms and conditions of service 
of the employees in the interests of the 
Corporation and its policy-holders as 
provided in the LIC statute. The ordi¬ 
nance was issued on January 31 presum¬ 
ably on the basis of this observation. 

Following the promulgation of the 


ordinance, the Government, through a 
notification issued on February 1 , has 
drastically reduced the dearness allowance 
and bonus payable to the class Ill and 
IV employees of ihe LIC. The maximum 
dearness allowance will now vary by 
Rs 15.80 for every four points rise or fall 
in the all-India consumer price index for 
industrial workers as against Rs 27.40 
earlier. The maximum bonus payable 
has been scaled down from Rs 5,332 to 
Rs 1,350. The bonus payment for the 
July J, 1979 to March 31, 1980 period of 
course, aviII be at the existing rate of 15 
per cent of the salary, but subject to the 
condition that no employee drawing a 
salary exceeding Rs 1,600 per month 
shall be eligible for bonus. As under 
the Bonus Act, where the siilary of an 
employee exceeds Rs 750 per month, but 
does not exceed Rs 1,600, the maximum 
bonus payable .shall be calculated as 
if his salary was Rs 750 per month. For 
the payment of bonus from April 1, 1980 
lor every year from April I to March 31 
of the following year, the payment shall 
be determined Jiaving regard to the wage 
level, the financial circumstances and 
other relevant factors. The overall emo¬ 
luments of the class 111 and IV staff of 
the LIC, thus, have been reduced a good 
deaf notwithstanding that the maximum 
limit of variation in dearness allowance 
at one revision is still signilicantly higher 
in the case of LIC employees in compar- 
sion with the industrial workers in 
general. This probably is owing to the 
fact that the basic pay scales of the 
iJC employees have yet to be revised. 
'I'hc principle of the dearness allowance 
varying ai the rate of Rs 1.30 per point 
rise or fall in the consumer price index, 
as applicable to most industrial workers, 
perhaps will be applied to the LIC em¬ 
ployees w hen thcii basic wages arc revis¬ 
ed upwards through the merger of part 
of the dearness allowance. For the time 
being neutralisation on the old basis will 
continue within the reduced ceiling. As 
this may inject new distortions into the 
Lie wage structure, an expeditious re¬ 
vision of pay scales is urgently calledfor. 
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The stiffened attitude of the Government 
towards the LIC employees, indisputably, 
will be reflected in its decision in the wage 
disputes of other categories of industrial 
workers—whether in the public or the 
private sectors. Rut what is more ur¬ 
gently warranted is the drawing up of 
some broad national wages and incomes 
policy. As should be evident from the 


strike of the nearly 75,000 workmen of 
the public sector undertakings in Banga¬ 
lore for introducing parity between their 
emoluments and those employed in 
Bharat Heavy Electricals, such agitations 
cannot be ruled out as long as glaring 
dispaiilies persist in the wage structures 
of organised sections of employees. Varia¬ 
tions exist currently in the dearness al¬ 


lowance formulae that govern different 
undertakings even in the public sector, 
not to speak of the private sector. Ad ^ 
hoc decisions to placate the more milit¬ 
ant among workmen will no longer do. 
Political overtones in t uch matters have 
also to be obviated. Above all infla¬ 
tionary trends have to be contained even 
if hard options have to be exercised. 


Small Talk from Washington 

V. Balasubramanian 


Lots and lots of people could envy Mr 
Ronald Reagan, the brand new President 
of the United States by ilu grace • f 
Jimmy Carter, Ayatollah Khomeini and 
double-digit inflation and interest rates, 
without having to nurse a sense of guilt 
and Tamil Nadu’s Chief Minister is cer¬ 
tainly one of them. No man of v\oman 
born, or for that mailer no woman of 
man born, in this country is throwing in 
the face of the chief executive his Holy- 
wood background nor is there any jeering 
or sneering at his celluloid image. In 
fact campaign-time wisecracks by his 
political rivals or TV tulkmcn about his 
B-grade movie status promptly died a 
natural death once he had swept the 
poll. 

Come to think of it there is nothing 
surprising in this. Americans are on the 
whole quite comfortable with their big 
businesses and show business here is de¬ 
cidedly big business and h.is moreover the 
added prestige currently of having I cen 
able to ride the rollercoaster course of the 
US economy with something like gay 
abandon. Mr Rtagan himself is quite 
pToud of where he comes from and even 
fond of showing it off. The w'ay he strode 
so jauntily into the scene at Ins first 
White House press conference was proba¬ 
bly no different from what his manner 
would have been had he been putting 
in an appearance at a Johnny Carson 
show. 

In the weeks he has been in oflicc the 
President has been taking the fullest ad¬ 
vantage of eveiy occasion, public or semi- 
public, to be highly visible. This could 
be for two reasons. It is presumably a 
matter of some importance to him that 
he should be seen to be on top of the 


taxing chores of his job despite his years 
which have made him the oldest piesi- 
dential candidate to be elected as well 
as, since his 7l.th briihday on Eebruaiy 6, 
the oldest President to hold ollice, a re¬ 
cord which had belonged to Lisenhower. 

More important still may be another 
icason. The phrase “A government that 
w'orks" has not entered the Kcagan poli¬ 
tical vocabulaiy. There is however no 
need to plagiaiise fiom an Indian source, 
'fhe President's aides have hit upon an 
even more evocative epithet. They are 
lalkii/g of turning the country around. 
Now it is a truism of the American ver¬ 
sion of the Information Society that the 
media is the message. Mr Reagan has 
proved again and again that he is an ex¬ 
cellent communicator. What then could 
be more natural than that he should take 
it upon himself to exercise his recfnical 
talents and professional expertise to per¬ 
suade the American people and equally 
US allies and adversaries alike around 
the world, during these all loo important 
early days of his presidency, that his ad¬ 
ministration is indeed both willing and 
able to jolt and shake America out of 
its syndiomc of a helpless giant ? 

Predictably Mr Reagan has proclaimed 
his country’s right, by virtue of its ideals 
and achievements, to dream big. That 
much-maligncd sentiment of patrio¬ 
tism, bciatcd in almost abusive langu¬ 
age by Dr Samuel Johnson in a celebrat¬ 
ed exaggeration, is now programmed, it 
seems, to come into its own at American 
hearths and in American hearts. Indeed 
a passing phase of what sounded like 
jingoism in the wake of the return of 
the hostages has not Iccn left entirely 
unexploited as a stage prop for a “Never 


Again” po'icy of combating encroach- 
nienls on America’s claimed place in 
tltc sun. 

for instance, alihouth the Piesidcnt 
showed in the brief stale.nent he had pre¬ 
pared f4)r slartii'g olf the press coiTerence 
real concern for the cu nomic prio ities 
his administration had set itself, he lost 
no time in avidly seizing on questions 
wh.ch prompted from him the bluntest 
and possibly the ciudest statements of 
cold war pos tions since the pronoun¬ 
cement c f John foster I'ullcs Accusing alf 
the successive genera.ions of Soviet leader¬ 
ship with having unrepcntcntly stayed 
with concepts of a violent world revolu¬ 
tion for spreading the communist system, 
he branded the Kremlin as a lying, 
cheating operator in international afl'airs 
given to committing crimes in further¬ 
ance of it> ends. On the prudent princi¬ 
ple that he who sups wi h the devil must 
have a long spoon, the US President in¬ 
dicated that he pn posed to equip him¬ 
self pnci.sely thus when involving him¬ 
self in discussions widi the Soviets on 
the resumption of negotialions on a new* 
arms limitation treaty in place of Mr 
Carter’s SALT II agreement which the 
Congress had icfused to ratify. 

Reagan enthusiasts have no doubt 
found his diatribe against the Soviet 
Union heady wine, but many Rcagan- 
watchers arc uneasy and some of them 
unhappy as well. They find it more than 
slightly disturbing that he should have 
been so simplistic in evaluating US- 
Si vict relations especially at a time when 
both countries have become hyper-sensi¬ 
tive to emphases or nuances in theic 
attitudes towards each other. Granted 
that the American President has the 
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right to pamper the national ego so badly 
f bruised in Iran and also in Afghanistan 
by word or gesture- witness the with¬ 
drawal of the courtesy of privileged ac¬ 
cess to the White House establishment 
which the Soviet Ambassador here was 
enjoying during the Charter days—it is 
being asked whether polemics of the kind 
Mr Reagan has employed is the language 
best suited to the conduct of diplomacy 
of any degree of sophistication between 
the two super-powers. 

IHIP^ There is in any case one charge that 
cannot be levelled against the US Presi¬ 
dent—that he is raising the Soviet bogey 
for purposes of diverting the mind of 
Americans from domestic problems. He 
claimed at his press conference that he 
and his colleagues had been giving most 
of their time and attention to the needs 
of domestic economic recovery-and 
there is no cause to doubt his words. In¬ 
deed ho has been trying his hardest to 
keep the people's mind cruelly concent¬ 
rated on their economic woes and the 
> “inflationary monster” which had savag¬ 
ed the people’s standard of living, de¬ 
based their currency, taken their jobs 
away, shattered the dreams of so many 
Americans of owning their own homes, 
enfeebled productivity and export capa¬ 
bilities in industry by eroding investment 
capital and drained the economy of its sub¬ 
stance through runaway budget deficits. 

The President has given himself lime 
till February 18 to go before Congress 
with a package of proposals on which he 
is staking his hopes of turning around the 
US economy and pushing and pulling it 
on to a path of growth. He proposes to 
make a start with a three-year programme 
of cutting income-tax rates across the 
board by ten per cent each year and a 
scheme for accelerated depreciation al¬ 
lowances for business. The Carter legacy 
of an eighty-billion budget deficit project¬ 
ed for fiscal 1982 is to be disciplined by 
major surgery on the entire mass of 
Government spending but there is a pro¬ 
mise that budget cuts on federal benefits 
and services will be “even-handed” as 
between the poor and the privilegeu. 
Mr Reagan however sees the spending 
cuts not so much as any considerable 
means of balancing the budget as a ne¬ 
cessary tool for cutting the Government 


to size, take it off the back of the peo¬ 
ple and force it out of all those areas of 
economic activity where the job could 
be done more economically and cflicieiilly 
by business or the individual. 

As for the budget deficit itself he is 
confident that a steady programme of lax 
reductions would rapidly build up the 
revenue base through economic growth 
and lead to balanced budgets with receipts 
rising faster than necessary expenditure. 
I could readily name more than a cou¬ 
ple of big businessmen in India to whom 
all this would sound as the music of the 
spheres. 

Given the importance which the Reagan 
administration attaches to its home prio- 
riiies of redefining US relations with the 
Soviet Union and reshaping the American 
economy, both the Secretary of State, 
Mr Alexander Haig Jr, retired four-star 
general and former supreme commander 
of NATO forces and the youthful Mr 
David Stockman an extremely articulate 
conservative Republican and a former 
congressman, who is the Director of the 
Office of Management and Budget, may 
be expected to the highly visible in the 
administration. At his confirmation 
hearings Mr Haig confidently projected 
himself as the President's chosen mana¬ 
ger of the international relations of the 
US. Subsequently, on a.ssuming office, 
he described himself at his first press 
conference as the vicar under the Presi¬ 
dent for the formulation, presentation and 
implementation ol' American foreign 
policy. Thus the terminologies of busi¬ 
ness and theology alike seem to come 
naturally to this Secretary of State of the 
United States. 

Similarly skilled he obviously is in 
salesmanship of both policy and person. 
His clear and forceful presentation of 
the criteria and conditions of a muscular 
foreign policy won the grudging praise 
of hostile Dcmocrais on the Senate sub¬ 
committee who had questioned him re¬ 
lentlessly on his values of morality in 
Government against the background of 
his role as the While House chief of staff 
during the terminal phase of the Water¬ 
gate illness of the Nixon presidency. 

Not that the role which Mr Haig has 
sought and won from the President in 
making and operating foreign policy is 



not being sniped at. Although the choice 
of Mr William P. Clark, a justice of the 
California Supreme Court, as Deputy 
Secretary of Slate, bore the label that the 
nominee was a close friend of Mr Reagan, 
Mr Haig could not but be sensitive to the 
fact that It had been backed by members 
of the President’s inner circle, headed by 
White House Counsellor, Mr Edwin 
Meese HI, who made no secret of their 
purpose of placing in the Number 2 slot 
in the Stale Department a totally loyal 
Reaganitc who would keep an eye on his 
departmental boss. 

This manoeuvre had a sequel which 
could not have failed to amuse and ple¬ 
ase the Secretary of State. Appearing at 
his confirmation hearings literally un- 
briefed and figuratively naked. Mr Clark, 
described by a friendly journalist as 
“just plain Bill", found himself totally 
exposed to the cruel questioning of pro¬ 
bing Dcmociatic senators who sounded 
as if they had been given a mandate by 
their party to plumb the depths of his 
innocence of inlernatjonal politics. 

It was not only that Mr Clark had to 
confess that he could not name the Prime 
Ministers of South Africa and Zimbabwe 
nor claim to know what was hap¬ 
pening in Britain's Labour Party; he had 
to admit also to not having the remotest 
idea of the issues in US-Brazilian rela¬ 
tions. Asked for his views on topics 
such as the status of Jerusalem, whether 
the US should recognise the Government 
of Taiwan, or how he looked at US for¬ 
eign aid, Mr Clark monotonously mum¬ 
bled “1 do not have a personal view on 
that at this time”. So much so an ex-^ 
asperated Mr Charles H. Percy, Chairman 
of the Senate sub-committee, burst out 
that Mr Clark had not taken his advice 
to come briefed on facts and issues or 
after boning up on the foreign policy 
positions as enunciated in the Reagan 
presidential campaign oi Mr Haig's testi¬ 
mony nt his confirmation hearings. 
Chastened, but not altogether humbled, 
Mr Clark managed to explain that, since 
everybody knew or ought to have known 
that he bad not had any grounding in 
foreign affairs, his selection could only 
have been prompted by the hope that he 
could learn on the job and the recogni¬ 
tion of his abilities as an administrator. 
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Legal Analysis 

I The Reform of the Judiciary 

Justice H. R. Khanna (Retd) 


Any talk of freedom inevit¬ 
ably takes our thoughts to the 
tourts and judges for through 
Ibe course of years and in the 
corridors of time they have ac¬ 
quired the image of being sen¬ 
tinels of human freedom and 
guardians of basic rights. 
Whenever, therefore, there is 
an infringement of rights we 
turn to the courts and judges 
to provide redress Indeed it 
is the capacity of the judges 
and the courts to provide re¬ 
dress in such cases which fur¬ 
bishes the real index of the 
l^revalence of the rule of law 
as against the rule of men. 
But courts and judges have 
not always satisfied that test. 
The past history of mankind 
and the contemporary world 
are not lacking in instances 
^hen the law has been used 
as an instrument to abridge or 
extinguish freedom instead of 
expanding its frontiers, and 
the machinery of courts has 
^en used to exterminate poli- 
ical opponents and silence the 
iYoice of dissent. While ideals 

justice and the concept of 
pver-riding rule of law have 
it times helped to limit arbit- 
^ry and unjust rule, it is also 
mfortunatcly true, as observed 
)y a discerning writer, that 
jreat and systematic inequity 
uts been done by men who 
ilaimcd to be acting under the 
;aw, and whose actions were 
heilitated by institutions like 
egislatures and courts. 

Nothing suits dictatorship 
aoro than a subservient judi- 
iary willing to carry out its 
iehest. Totalitarian States 
iideed are never tired of clai- 
EAi _ 


ming a legal basis for their 
action and arc eager to make 
use of conventional legal insti¬ 
tutions to further their ends. 
Justice then has to bow out, 
because the court in such a 
situation becomes an instru¬ 
ment of political power. Jud¬ 
ges are soldiers putting down 
rebellion, and a so-called trial 
is nothing more than a puni¬ 
tive expedition or ceremonial 
execution—^its victims being 
Joan of Arc, a Bruno of a 
Galileo. It is for this reason 
that all lovers of freedom have 
also espoused the cause of a 
strong and independent judici¬ 
ary, or having persons on the 
judge’s seat who will not fal¬ 
ter or swerve from the ideal of 
administering justice without 
fear or favour, whatever may 
be the pressure and however 
great the temptation. Weak 
minds and timid characters, 
they know, go ill with the office 
of a judge. 

Some Infirmities 

The title, “Reform of the 
Judiciary” should not lead us 
to suppose that there is some¬ 
thing basically wrong with the 
judiciary and it calls for radi¬ 
cal and wholesale reform. By 
and large the judiciary, especi¬ 
ally in India, has maintained 
high standards. At the same 
time it would not be realistic 
to shut our eyes to some of 
the infirmities which have 
crept into the judiciary and 
made themselves manifest. 

A State consists of three or¬ 
gans, the legislature, the ex¬ 
ecutive and the judiciary. The 
judiciary, it has been said, is 


the weakest of the three or¬ 
gans. It has neither the power 
of the purse nor the power of 
the sword, neither money nor 
patronage nor even the physi¬ 
cal force to enforce its decisi¬ 
ons. Despite that, the courts 
have, by and large, enjoyed 
high prestige and commanded 
the respect of the people. 
This is because of the moral 
authority of the courts and the 
confidence the people have in 
the role of the courts to do 
justice between the rich and 
the poor, the mighty and the 
weak, the State and the citi¬ 
zen, without fear or favour. 

Immense Powers 

A modern State has to arm 
itself with immense powers 
with a view to implementing 
socio-economic policies and 
schemes for welfare measures. 
These powers have to be ex¬ 
ercised through a host of 
officers at various levels of ad¬ 
ministration. 

The grant of such powers has 
to be cushioned with the right 
of aggrieved citizen to approach 
couts with a view to ensuring 
that in exercise of these powers, 
the State acts within the bo¬ 
unds of the law and the ex- 
cutivc officers do not act ar¬ 
bitrarily or capriciously. The 
liberties of the citizens face 
real danger in insidious encro¬ 
achments by men of zeal, well- 
meaning but lacking in due 
deference for the rule of law. 

For efficient discharge of the 
responsibilities of the courts, 
it is essential that the broad 
confidence which the people 


have in them, the high pres¬ 
tige and the great respect they 
have enjoyed should be main¬ 
tained and not be subject to 
any eclipse. The community 
has a tremendous stake in the 
preservation of the image 
of courts as dispensers of 
justice. 

The Image 

We must guard against under¬ 
mining the broad confidence 
of the people in the courts or 
detracting from the image of 
the courts as dispensers of 
even-handed justice. Any such 
tendency poses a grave danger 
for the well-being and security 
of the society for inevitably it 
must turn people to the extra 
legal methods for redress of 
the grievances and for settle¬ 
ment of their disputes. This 
would not only disturb the 
even flow of the life of the 
community but would also in 
the long run erode the demo¬ 
cratic structure of our polity. 
Nothing rankles more in the 
human heart than a brooding 
sense of injustice. Any feeling 
or consciousness of the incapa¬ 
city of the established courts 
to afford relief for the wrongs 
and injustice, supposed and 
real, takes people’s thoughts 
to dangerous channels and dri¬ 
ves them to seek recourse to 
methods which are other than 
legal and smack of a state of 
jungle or the rule of tooth and 
claw. It is, therefore, essen¬ 
tial that whatever weaknesses 
have crept into the structure 
of our judiciary should be eli¬ 
minated so that our judiciary 
may emerge stronger and heal- 
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thier. It is in that context 
that the reform of the judici¬ 
ary becomes relevant and ac¬ 
quires importance. 

It is apposite that the ques¬ 
tion of reform not only of 
the judicial system but of the 
judiciary is engaging serious 
attention. We are today 
passing through an age of 
^social questioning. There is 
PtiII round a spirit of icono- 
clasm. The gods we worship¬ 
ped till yesterday have been 
slowly and gradually dethron¬ 
ed from the minds of the 
people. No institution can 
take for granted the reverence 
of the community. The com¬ 
munity demands from every 
institution the justification of 
its existence, the proof of its 
utility. There was, at one 
I time, an aura about the judi¬ 
ciary. It created a sense of 
there being something mystique 
about it in the minds of the 
people. Under the cover of 
that, we could hide some of 
the shortcomings and draw¬ 
backs of the institution. To 
some extent, we in the world 
of law have thus thrived on 
the ignorance of others. Such a 
time is now past and no more. 

The legal institutions and the 
courts have to earn reverence 
through the test of truth. They 
cannot brush under the carpet 
criticism, if true, however 
unpalatable it may be. It may 
become essential to do a bit of 
heartsearching and indulge in a 
bit of introspection. If, in the 
process, we discover draw¬ 
backs and infirmities, enligh¬ 
tened self-interest demands 
that we should set the same 
right. Justice, it has been 
said, is the first virtue of 
social institutions, as truth is 
^ of systems of thought. Legal 
institutions, no matter how¬ 


ever efficient, must be reform¬ 
ed or abolished if they are 
unjust. 

Any improvement in the 
tone or level of the judiciary 
at the High Court level must 
start at the stage of initial 
appointment. It has to be 
ensured that the best persons 
are selected and that merit 
alone is the criterion that 
prevails in selection. It has 
been rightly pointed out by 
the Law Commission that a 
person appointed not on 
merit but because of favouri¬ 
tism or other ulterior consi¬ 
derations can hardly command 
real and spontaneous respect 
of the bar. Anyone who is 
familiar with the working of 
the courts, would bear testi¬ 
mony to the fact that unless 
we have persons presiding 
over the courts who command 
real and spontaneous respect 
of the bar, the court proceed¬ 
ings are liable to run into 
difficulties. In any system of 
dispensation of justice, much 
depends upon the personality 
of judges; the most well- 
drafted codes and laws, the 
the most well-prepared schemes 
of legal reform would prove 
to be illusive if those con¬ 
cerned with construing and 
implementing those laws are 
lacking in right calibre. 

The presiding officers* effi¬ 
ciency, tact, devotion, dili¬ 
gence, mastery of law or lack 
of them can make all the 
difference in the way the court 
proceedings are conducted 
and the cases are handled in 
courts. It is common ex¬ 
perience for the members of 
the bar to find that a case 
before an incompetent judge 
takes much more time than 
that taken before a competent 
judge. Wrong appointments 
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affect the image of the courts 
and undermine the confidence 
in, and respect for, the High 
Court amongst the litigants, 
the members of the Bar and 
the general public. Besides 
that they affect the quantum 
of output and the quality of 
judgements. Cases have also 
not been unknown when one 
wrong appointment has deter¬ 
red competent persons from 
subsequently joining the 
Bench despite all the entreaties 
of the Chief Justice. 

In order to attract persons 
of the right calibre to the 
Bench, something would have 
to be done to improve the 
service conditions of the 
judges. This might also take 
into account variety of bene¬ 
fits, including the quantum of 
pension, to which they would 
be entitled after retirement. 
While it is true that the pay- 
scales of the judges cannot be 
wholly divorced from the 
general pattern of pay struc¬ 
ture of the country at the 
higher levels, it has also to be 
borne in mind that bright and 
capable members of the Bar 
by sticking to the profession 
can earn much more. In the 
eyes of some there may be a 
halo around the office of 
judgeship. The halo has, 
however, been getting dimmer 
and dimmer with the efflux of 
time, the rising spiral of prices 
and the disparity between the 
professional income and the 
salary of judges. Some mea¬ 
sures have recently been 


adopted to improve the scr 
vice conditions of the Higt 
Court Judges by providinf 
them rent-free house anc 
giving them a conveyance 
lowance. However, havinj 
regard to the existing iaH 
laws, the steps taken in this 
respect may perhaps not pro¬ 
vide adequate lelief. 

The question of transfer ol 
judges of the High Courts has 
aroused strong emotions. 
Normally we should avoid 
transfer of judges from one 
High Court to the other as the 
power of transfer is liable to 
be abused and impinges upon 
the independence of the 
judges. Normally a judge 
should continue in the court 
to which he is appointed ex¬ 
cept where he is appointed 
Chief Justice of some othei 
High Court, and also except 
where the transfer takes plact 
at his own request and with 
the concurrence of othen 
concerned. There are occa¬ 
sions we hope rare-—as 
pointed out by the La>^ 
Commission, when the image 
and good name of the judi¬ 
ciary makes it incumbent that 
a judge posted in a HigI, 
Court be transferred to somt 
other High Court. Although 
by and large, the judges of thi 
High Court have maintainct 
high standards, sometimes in 
dividual cases reveal disturb 
ing facts. The facts of tb 
case may not be such as migh 
warrant resort to the extrem* 
remedy of impeachment, stil 
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the requirements of the situa- the views of each of those the court sits as a court of Justice of the Supreme Court 

t tion may call for the transfer colleagues in respect of the appeal against the judgements has on occasions become the 

of the judge concerned. The person being recommended, of the Jligh Court makes it subject matter of considerable 

transfer of the judge in such Consultation with the two necessary that the judges of debate. In India we have 

an event is essential in the senior-most colleagues will the Supreme Court should be generally been following the 

' interest of justice and for have a healthy effect and persons of high eminence and convention of appointing the 

f preserving the image of the considerably minimise the statuie and command such senior-most judge of the 

, court. It would not be pro- chances of favouritism. great esteem that even when court as Chief Justice. 

. per in such an event to look Incorporation of the judgement of the High 

; upon the transfer as some- views of the two senior- ^ouri is reversed on appeal Strong Emotions 

; thing taboo. At the same most colleagues in the re- Supreme Court, the On a few occasions when we. 

time wc have to ensure that commendation of the Chief judges of the High Court have departed from this princi- 

; the power of iransfci is not Justice would enable the other should have a feeling that it pie, the appointment has arou- 

abused and is not motivated authorities who come into the has been done by a court sed strong emotions and landed 

by extraneous considerations, piciine and who in the very which is not only higher in us in controversies. This has 

; To prevent any abuse, we nature of things would not the legal sense of the term naturally alTcctcd the image 

might give consideration to have as much personal know- hut aho because it is compos- of the office of the Chief 

the suggestion of the Law' led^e about the suitability of judges whose acumen is Justice. The I aw Commis- 

Commission that no judge of the person recommended to by and large acknowledged to sion has expressed the opi- 

; should be transferred without know as to how far other he superior to that of the nion that the vesting of un- 

/ his consent Irom one High senior colleagues of the Chief High Court Judges. Every ellort bridled powers in the executive 

\ Court to the other unless a Jiufice feel about the recom- should, therefore, be made to todepaitfrom the principle 

• panel consisting of Chief mcndalion. View s of the ensure that the cream of the of seniority in the matter of 

Justice of India and his four senior colleagues of the Chief judicial talent in the country appointment of Chief Justice 

' senior-most colleagues finds justice should, however, be is represented on the Bench of is liable to be abused and is 

suiheient cau.se lor such a confined only to comments on the highest court of the land. likely to make inroads into 
course. ihe suitability of the person the independence of judiciary 

Mutual Consultation recommended. It should not Interlinked Questions ^nd affect the approach of 

Complaints of favouritism be open to them to suggest According to some consti- some of the judges, 

have sometimes been levelled another name for appoint- tutional experts there is The Law Commission has 

against some Chief Ju*-tiers in ment. Any recommendation hardly any political question suggested that whenever the 

the matter of appointments of Chief Justice which which does not ultimately Government considers it pro- 

judges. It is very diniculL to carries the concurrence of his resolve itself into a legal or per to depart from thcprinci- 

say as to how far those com- ^wo senior-most colleagues constitutional question. Quite pie of seniority for the 

plaints are well-founded. But should normally be accepted. a number of cases coming up appointment to the post of 
the vehemence and persistence ^ before the Supreme Court Chief Justice, in such an event 

^ with which these complaints Special Consideration have political overtones. In the matter should be referred 

have been made may make it Appointment of judges of view of this fact we should pay to a panel consisting of all the 

necessary to give serious the Supreme ("ourt nierils heed to the suggestion of the sitting Supreme Court judges, 

thought to the suggestion of .special consideration. In view Law Commi.ssion that no one The principle should be de- 

Law Commission, according of the special lole which has should be appointed to the parted from only if the above 

to which the Chief Justice of been assigned to this court Supreme Court as a judge panel finds sufficient cause 

the High Court while making under the scheme of our (\)ns- unless for a period of not less for such a course. The above 

the recommendation for the titution, it is essential that seven years he has snap- suggestion of the Law Corn- 

appointment of a judi:e of only persons of the highest affiliations with polili- mission deserves serious 

: the court should also consult calibre are appointed judges parties and unless during consideration at the hands of 

^ his two senior-most colleagues, of the court and that no preceding period of seven all concerned. 

In the letter containing the other factor escept that of y^ars he has distinguished Any analysis of the reform 

I recommendation for the ap- merit alone should wei^-h in himself for his independent of the judiciary would remain 

Ipointment, the Chief Justice the matter of appointment, ‘'^nd dispa.ssionatc approach incomplete unless we take 

should state that he has con- The law laid down by the and freedom from political into account the subordinate 

I suited his two senior-most Supreme Court constitutes the prejudice, bias or learning. judicialy and the trial courts 
’ colleagues and also incicate law of the land. The fact that The appointment of Chief at the district level. If an 
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evaluation were made of the 
importance of the role of 
different functionaries who 
play their part in the ad¬ 
ministration of justice, the top 
position, as I said some time 
ago, would necessarily have to 
be assigned to the trial court 
judge. He is the key-man in 
the administration of justice, 
is mostly with the trial 
ge rather than with the 
appellate judge that the mem¬ 
bers of the general public 
come in contact, whether as 
parties or as witnesses. The 
image of the judiciary in the 
genera] public is thus project¬ 
ed by the trial court judges 
and this, in turn, depends 
upon their intellectual, moral 
and personal qualities. 

Errors committed by the 
^ trial judge who is not of the 
right calibre can sometimes be 
so crucial that they change the 
entire course of the trial and 
thus result in irreparable mis¬ 
carriage of justice. Apart 
from that, a rectification of 
the error by the appellate 
court which must necessarily 
be after lapse of a long time, 
can hardly compensate for 
the mischief which resulted 
from the error committed by 
the trial judge. 

^ Eliminating Delays 

It is well-known that the 
disposal of cases takes con¬ 
siderable time. All of us are 
naturally perturbed over that. 
A number of suggestions have 
been made off and on to im¬ 
prove the working of our 
subordinate judiciary with a 
view to eliminating delays and 
ensuring prompt disposal of 
oases. The most important 
factor in the elimination of 
^ delays is the personality of the 
trial judge. He is the linchpin 


of the entire system. No¬ 
where, it has been said, in the 
whole range of public office 
are weaknesses of character, 
intellect, or psychic constitu¬ 
tion revealed more mercilessly 
than in the discharge of the 
responsibilities of a trial 
judge. The advocates engaged 
by the rival parties fight tena¬ 
ciously to protect the interest 
of their clients. No one can 
preside effectively over such a 
situation if he is mediocre in 
intellect or professional skill, 
lacking in decisiveness, or is 
otherwise not emotionally 
stable. 

Preaaures of Work 

The court-room decorum, 
it has been observed, has 
to be maintained with a firm 
hand if cases are to be tried 
fairly and expeditiously. As 
the case proceeds, the trial 
judge is called upon to make 
many rulings and pass interlo¬ 
cutory orders which arc of 
great strategic and tactical 
importance for the ultimate 
decision of the case. These 
rulings have to be given and 
orders made under the pres¬ 
sure of the trial and without 
opportunity for elaborate 
arguments. The trial judge, it 
has been said by a discerning 
writer, who is shaky in pro¬ 
fessional understanding, im¬ 
perfect in moral resolution, or 
unduly conciliatory in perso¬ 
nality, will inevitably be over¬ 
powered and overborne by a 
forceful and aggressive trial 
counsel. The evil that weak 
judges do, less often from par¬ 
tiality, as commonly supposed, 
than from simple psychic in¬ 
ability to stand up to abras¬ 
ive or strong willed leaders of 
the trial bar is a bitter but 
largely untold siory in the 
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administration of justice. 

Other shortcomings which 
sometimes mar the proceedings 
in a court of law and leave a 
bad taste with litigants and 
witnesses are short temper, 
peevish nature, irascible dis¬ 
position, overbearing manners 
and undue impatience of a 
trial judge. Proper and fair 
trial require not only profes¬ 
sional competence; it also 
needs cool temperament, men¬ 
tal firmness and capacity for 
remaining unrufiled despite 
the provocation given and the 
stress and strain caused by the 
unscrupulous conduct of those 
who appear during the course 
of the trial. If, as observed by 
Roscoe Pound, men count 
more than machinery in ad¬ 
ministration of justice, it is 
imperative that they should be 
men of the right calibre. 

It is, therefore, essential to 
attract young bright law gra¬ 
duates and lawyers of the 
right calibre to the judiciary. 
This can only be done if there 
are good pay-scales for the 
judicial officers. It is, no doubt 
true that the pay-scales of the 
judicial officers should nor¬ 
mally be such as fit in with 
the general pattern of pay- 
scales of other Government 
officers of equivalent rank, we 
should not also forget that 
bright young lawyers have 
prospects of earning much 
more in the profession. Un¬ 
less, therefore, we are going to 
be content with mediocrity 


manning our judicial services^ 
some allowance would have to 
be made on this account in 
fixing their pay-scales. It 
would be a sad day if the capa^ ; 
city for effective functioning 
of our subordinate judiciary m, 
affected by thoughts of finan<*'< 
cial stringency. No officer can • 
give his best if he is working 
under a sense of discontent. 

The question of providing 
residential accommodation to 
members of subordinate judi» 
ciary is of great importance* 
As it is. We find that in a 
number of places a judicial 
officer, on being transferred to, 
a new station, has to look for ], 
residential accommodation^ 
For this purpose, he may have' 
to approach some land-lords^; 
or take the assistance of some , 
local lawyers. It is plain. 
that any of such practices is 
highly undesirable and is lia-> 
ble to be abused. To prevent 
this, we must have at all 
places where courts function 
sufficient number of residen¬ 
tial houses for judicial officers* > 
These should be at the dis-* . 
posal of the District Judge ' 
and should be allotted to the 
successor as soon as the pre-^ .i, 
sent incumbent of the judicial 
office is transferred or retires* / 
A number of other measures 
can also be taken to improve ' 
the working conditions of the ’ 
subordinate judiciary. The 
matter has been dealt with at 
some length by the Law Com¬ 
mission. It would be for the 
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ties concerned to give 
j^fbougut to the rccommenda- 
nitons of the Law Commission 
linade in this behalf. 

V . The welfare of the judiciary 
■^ahould be a matter of general 
i fviponcern. It would not be pro- 
i to drive ourselves lo a 
i^lsituation wherein the judiciary 
l^iltself m.'iy have to ask for 
i^!)Ame]ioration of its service 
f conditions. There is indeed a 
touch of irony and embarrass- 
" ment in a situation wherein 
judges may have to assume 
lihe role of supplicants and 
^ plead for their own cause. It is 
aaid that the deference shown 
:'?to in any society 

Ij lsian index of the level of its 
1 {Civilisation and allegiance to 
|f^e rule of law. Let us strive 
see that we are not found 
lacking in this respect. 

;f Committed Judiciary 

• 

There is sometimes talk of a 
^committed judiciary. Such 
l;alk is misleading and is bound 
•to create wrong notions 
,'*''about the role of the judiciary. 
^A^Xhe commitment of judges can 
I only be to the Constitution 
, j^aiid the laws. Persons who 
^^•UTC aligned with some politi- 
; :\cal party or have affinity for 
i,\;jr,8ome particular economic 
" ideology arc ill-fitted to occu- 
J .py scats of justice. Whatever 
f might be the role of judiciary 
in some totalitarian and other 
regimes in certain parts of the 
; world, the traditions and 
norms which we have inherit¬ 
ed as a proud legacy and 
' which ojtf founding fathers 
" , were kcdfillo preserve was to 
^ have an independent judiciary. 

In the eyes of many, a com- 
i. jnitted judge is a contradiction 
, V in terms. Allegiance to jus- 
{ tice and commitment to some 
^ ; ,political or e<^omic ideology 
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cannot go together. A judge 
in order to be true to his office 
cannot worship simultaneous¬ 
ly at two shrincs-thc shrine 
of justice and the shrine of his 
favourite political and econo¬ 
mic ideology. We have to 
guard against any commit¬ 
ment which creates a tilt in 
our approach for inevitably it 
would render the task of fair 
and impartial administration 
of usticc considerably difli cult. 

Individual Merit 

An approach according to 
which in any and every dispute 
between the tenant and land¬ 
lord the tenant is always in the 
right or between management 
and labour the labour is always 
in the right, makes a mockery 
of justice. Equally, if not 
more, perverse is the approach 
according lo which the land¬ 
lord and the management in 
every dispute arc always on 
the light side. No section of 
society consists only of saints 
and the other section only of 
sinners. It would be wrong to 
start with a presumption that 
because one belongs to one 
particular group he must 
always be in the right and the 
one oppo.sed to him always 
in the wrong. We are all 
human beings and in all sec¬ 
tions of S('ciety we have per¬ 
sons with strong points and 
human failings. Each case 
would need to be judged on 
its individual merits. 

It is misuse of judicial office 
for any one who is protago¬ 
nist of a particular ideology 
to use that office to propagate 
that ideology. A court room 
is not a pulpit nor a place 
for a crusader in the role ( f a 
judge to espouse some parti¬ 
cular socio-economic theory. 
It is most unfair for a judge 


to use the protection and defe¬ 
rence that attaches to his 
office for the furthcrcnce of 
political and economic theories 
which may have caught his 
fancy. Once this process starts, 
not only the judge concerned 
but the judiciary itself would 
get discredited and be dragged 
into controversies of partisan 
character. In the words of 
Frankfurter if judges want to 
be preachers they should dedi¬ 
cate themselves to the pulpit, 
if judges want to be primary 
shapers of policy, legislature 
is the place. Self-willed judges 
are the least defensible offen¬ 
ders agamst Government 
under law. 

The Primary Duty 

That all constitutional 
interpretations have political 
consequences, to repeat what 
I said in Kesavananda Bharti’s 
case, should not oblilcrate the 
fact that the decision has to 
be arrived at in the calm and 
dispassionate atmosphere of 
the court room, that judges in 
order to give legitimacy to 
their decision have to keep 
aloof from the din and con¬ 
troversy of politics and that 
the fluctuating fortunes of 
rival political parties can have 
for them only academic 
interest. Their primary duly 
is to uphold the Constitution 
and the laws without fear or 
favour and, in doing so, they 
cannot allow any political 
ideology or economic theory, 
which may have caught their 
fancy, to colour their decision. 
The sobering reflection has 
always to be there that the 
Constitution is meant not 
merely for people of their way 
of thinking but for people of 
fundamentally differing views. 

Independence of the judi¬ 
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ciary is one of the most import 
tant pillars of a democratic 
society for it is the presence 
of an independent judiciary 
which guarantees rule of law 
and ensures that the rights of 
minorities and those in opposi¬ 
tion guaranteed by the Consti¬ 
tution shall not be trampled 
upon by the majority and 
those in seats of power. 

Justice Street 

In Berne, the capital of Swit¬ 
zerland, an important street has 
been named as Justice Street. 
The street has on a high 
pedestal the statue of Gi)ddcss 
of .lustice holding the scales 
even and with eyes blind¬ 
folded. This is the concept 
of justice which succeeding 
generations of mankind have 
cherished and nourished in all 
civilised societies. Justice, 
according to this concept, 
should be administered by 
judges who arc independent 
and not affected in any way 
by the personalities of the 
litigants or other extraneous 
considerations. The expecta¬ 
tion is that the judges would 
see to it that the scales of 
justice are kept even and not 
allowed to tilt or get loaded on 
one side or the other and that 
justice is administered without / 
fear or favour. The Third 
Schedule of our Constitution 
prescribes the oath or affirma¬ 
tion to be taken by the judges 
of the Supreme Court and the 
High Courts before they 
assume office. The emphasis 
in the oath or affirmation is on 
performance of duty of office 
without fear or favour. The 
emphasis further is upon up'* 
holding the Constitution and 
the laws. 

One of the greatest dangers 
which is faced by the judiciary 
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i$ the tendency, raising its ugly 
head during recent years, in 
some Asian and African coun¬ 
tries, of using judicial proces¬ 
ses by those in power to harass 
their political opponents. Pro¬ 
secution in such cases degene¬ 
rates into persecution of the 
opponents. It is such cases 
which put a strain on and give 

B easy time to the indepen- 
nce of the judiciary and pro¬ 
vide a real test of the judi¬ 
ciary's claim and allegiance to 
independence. 

To repeat what was said 
by me some time ago, inde¬ 
pendence of the judiciary 
mu.st be protected if we want 
to maintain the essentials of 
axleccnt society governed by 
the rule of law. It is no lest 
of the independence of judi¬ 
ciary that it can hold the scale 
even in ordinary run of cases 
between obscure citizens. The 
real test of the independence 
of judiciary ari^cs when times 
are abnormal, when the at¬ 
mosphere is surcharged with 
passion and emotion, when 
there is a brooding sense of 
fear, when important persona¬ 
lities get involved and when 
judicial processes arc used by 
those in power to persecute 
political opponents under the 
garb of prosecution. At such 
times it is not so much the 
person arraigned as the ac¬ 
cused who is on trial, as it is 
the judiciary which is on trial. 

Such moments can well prove 
to be the twilight of the rule 
of law. It is indeed then that 
our allegiance to the principle 
of the independence of the 
judiciary is put to the real test. 
Law knows of no finer hour 
than when it cuts through 
formal concepts and tiansitory 
emotions to come to the rescue 
of the oppressed citizens. 


Years ago Learned Hand 
warned against the danger of 
political or other extraneous 
considerations influencing 
judicial decisions. While stres¬ 
sing the need for judges to 
keep away from political bat¬ 
tles and assuming the role of 
legislators or seeking solution 
from their bosom for every 
problem which besets the na¬ 
tion, he observed: 

‘‘If an independent judiciary 
seeks to fill them from its own 
bosom, in the end it will cea^^c 
to be independent. And its 
independence will be well lost, 
for that bosom is not ample 
enough for the hopes and fears 
of all sorts and conditions of 
men, nor will its answers be 
theirs; it must be content to 
stand aside from these fateful 
battles. There are two ways 
in which the judges may for¬ 
feit their independence, if they 
do not abstain. If they are 
intransigent but honest, they 
will be curbed; but a worse 
fate will befall them if they 
learn to trim their sails to the 
prevailing winds. A society 
whose judges have taught it to 
expect complaisance will exact 
complaisance; and complais¬ 
ance under the pretense of in¬ 
terpretation is rottenness.*' 

There is, I feel, a general un- 
awareness in India of the life 
and work of her great judges. 
This is unlike some of the 
advanced democratic countries 
wherein due recognition is ac¬ 
corded to the contribution of 
the nation’s great judges. 
Thoughts of a great man of 
law are not windfalls of inspi¬ 
ration They are the products 
of years of contemplation and 
brooding. It was said of a 
great judge that the anguish 
which preceded his decisions 
was apparent, for again and 


There has been a tendency to run down the judges when we da 
not agree with a decision rendered by them. Such a tendency^:., 
needs to he curbed. The of pee of a judge demands that he nufsh. 
give his decision one ivr/r or the other. One of the parties in the [ 
very miturc of things must feel dissatisfied with the decision givehi 
by the judge. It is one thing to dislike a decision, it is quite 
another to attack the judge because of the decision given by him: 


again, like Jacob, he had to 
wrestle wi^h the angel all 
through the night; and he 
wrote his opinions with his 
very blood. But when once 
his mind came to rest, he was 
as inflexible as he had been 
uncertain before. 

A tendency has been mani¬ 
fest, of late, to run down the 
judges when we do not agree 
with a decision rendered by 
them. Such a tendency needs 
to be curbed. The office of 
a judge demands that he must 
give his decision one way or 
the other. One of the parties 
in the very nature of things 
must feel dissatiTicd with the 
decision given by the judge. 
It is one thing to dislike a deci¬ 
sion; it is quite another to at¬ 
tack the judge because of the 
decision given by him. In the 
ultimate analysis the greatest 
asset and the strongest point 
or the judiciary is its image as 
dispenser of even handed jus¬ 
tice. Every clfort should be 
made to preserve that image. 

There is no office so in¬ 
finitely powerful and at the 
same time so frightfully de¬ 
fenceless as that of a judge. 
All this makes it necessary to 
exercise circumspection in the 
criticism of judges. If the 
denunciation of judges by per¬ 
sons outside the field of law' 
is undesirable, much more ob¬ 
jectionable is the tendency 
betrayed on occasions by some 
judges of the superior courts— 
luckily their number is small— 


to run down the judges whos6 
decisions are the subject mat-; 
ter of appeal. Use of strong 
liinguage ill goes together with 
judicial temperament necessatjr' 
for dealing with judgments of 
courts below. , 

To those who are prone to, 
lightly criticise judges, oni^ 
should say that though no 
ception can be taken to fak 
and even oul-spoken com¬ 
ments, the critics should bear 
in mind that from the very 
nature of their office, the jud¬ 
ges cannot reply to criticism 
nor can they enter into public 
controversy, much less of a 
political nature. The rendering 
of a judicial decision is o6i 
always an easy matter. 

Chief Justice Hughes 
said that when wc deal vtiA 
questions relating to principle® 
of law and their application, wC 
do not suddenly rise into a 
stratosphere of icy certainty. It 
would not be difficult to decide 
a case if only a single principle 
were involved. The difficulty, 
however, arises when the fact® 
of the case reveal that it is m 
the neighbourhood of differet^ 
principles. It is then that ^ 
painful pioccss begins throUj^ 
self-scaicliing of making ^ 
choice or of accommodati®^ 
two or more principles. 
for any conscientious ju^ 
is the agony of his duty. ;; 

Plurality of judgments 
different judges in the Sfl^Ac 
case has on occasions invil^ 
criticism. Such plurality 
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t>t sometimes be helped, 
asions arise when there is 
|rdilFerence of opinion among 
judges hearing a matter 
? Wth regard to the final deci- 
• i^on to be pronounced or with 
.(i fegard to the reasons in sup- 
|f|pOrt of that decision. In the 
|]|fofmcr case, there is a majority 
||||lldgment and there is also a 
||Stoinority or dissenting judg- 
In the latter case, there 
concurring judgments. The 
of unanimity upon difli- 
iipttlt legal questions should 
cause no surprise. The history 
. jtf scholarship is a record of 
^disagreements. And when wc 
with questions relating to 
;:|j»*inciples of law and their ap¬ 
plication wc cannot look for 
: ifttysical precision or arithma- 
ileal certainty. There have 
different reactions with 
:fagard to dissenting judgment 
imd the role of the dissenting 
Ittdge. 

Magnanimity Urged 

. One view is that “com- 
|paratively speaking at least, 
;||ie dissenter is irresponsible, 
spokesman of the court 
, jb cautious, fearful of the vivid 
itord, the heightened phrase, 
;|Sc dreams of an unworthy 
' 0TOod of scions, the spawn of 
^rcless dicta, disowned by the 
" ,|l|ktio decidendi, to which all 
;jbgitimatc offspring must be 
^le to trace their lineage. The 
^uit is to cramp and para- 
One fears to say any- 
' :^ng when the peril of misun- 
standing puts a warning 
Qger to the lips. Not so, 
Dwever, the dissenter... .For 
moment he is the gladiator 
'|wking a last stand against 
pa lions. The poor man must 
forgiven a freedom of ex- 
limsion, tinged at rare mo- 
;1itots with a touch of bitter- 
which magnanimity as 


well as caution would reject 
for one triumphant.” To com¬ 
plete the picture I feel it neces¬ 
sary to reproduce the conclud¬ 
ing part of my dissent in the 
habeas corpus case; 

“I am aware of the desira¬ 
bility of unanimity, if possible. 
Unanimity obtained without 
sacrifice of conviction com¬ 
mends the decision to public 
confidence. Unanimity which 
is merely formal and which is 
recorded at the expense of 
strong conflicting views is not 
desirable in a court of last 
resort. As observed by Chief 
Justice Hughes, judges are 
not there simply to decide 
cases, but to decide them as 
they think they should be de¬ 
cided, and while it may be 
regrettable that they cannot 
always agree, it is belter that 
Ihcir independence should be 
maintained and recognised 
than that unanimity should be 
secured through its sacrifice. 
A dissent in a court of last 
resort, to use his words, is 
an appeal to the brooding 
spirit of the law, to the intel¬ 
ligence of a future day, when 
a later decision may possibly 
correct the error into which 
the dissenting judge believes 
the court to have been bet¬ 
rayed.” 

Controlling Factor 

It would be a mistake to 
rely too much on the courts 
and the laws for the preserva¬ 
tion of liberties. There is no 
modern instance, it is said, in 
which any judiciary has saved 
a whole people from the grave 
currents of intolerance, passion 
and tyranny, which have thre¬ 
atened liberty and free insti¬ 
tutions. The attitude of a 
society and of its organised 
political forces rather than of 




A great judge must be capable of stern logic^ and yet refuse 
to sacrifice to logic the hopes and fears and wants of men. Be 
must be able to catch a glimpse of the ultimate in the immediate, 
of the universal in the particular. He must know the hearts of 
men and yet ask to be judged from the conscience of their minds. 
A judge must have a sense of essential power and yet be capable 
of humility in its exercise. He must be the servant of justice 
and not its master; conscience of the community, not its dominant 
interest, A political system which produces great judges can feel 
some real assurance about its future. 


its legal machinery, is the con¬ 
trolling factor in the character 
of free institutions. The ram¬ 
parts of defence against ty¬ 
ranny, to repeat what 1 said 
some time ago, arc ultimately 
in the hearts of the people. 
The Constitution, the courts 
and the laws can act only as 
aids to strengthen those ram¬ 
parts; they do not and cannot 
furnish substitutes for those 
ramparts. 

Like all other human insli- 
tution.s, the courts must earn 
reverence through the lest of 
truth. Years ago Harold 
Laski in his tribute to Justice 
Holmes described the hall¬ 
marks of a great judge. A 
great judge, he said, must be 
a great man. He must have a 
full sense of the seamless web 
of life, a grasp of the endless 
tradition from which wc can¬ 
not escape. He must be ca¬ 
pable of stern logic, and yet 
refuse to sacrifice to logic the 
hopes and fears and wants of 
men. He must be able to 
catch a glimpse of the ultimate 
in ihc immediate, of the iinveri- 
sal in the particular. He must 
be statesman as well as jurist, 
thinker as well as lawyer. He 
must know the hearts of men, 
and yet ssk to be judged from 
the conscience of their minds. 
He must have a constant sense 
of essential power, and yet be 
capable of humility in its ex¬ 
ercise. He must be the ser¬ 


vant of justice and not its 
master, the conscience of the 
community and not of its do¬ 
minant interests. He has 
to put aside the ambition 
which drives the politician to 
search for power and the thin¬ 
ker to the construction of 
abstract system. No one must 
be more aware of the limita¬ 
tions of his material, none 
more hesitant about his per¬ 
sonal conviction. The great 
judge is perhaps the rarest of 
human types, for in being sup¬ 
remely himself he must yet be 
supremely selfless. He has to 
strive towards results he can¬ 
not control through material 
he has not chosen. He has to 
be in the great world and yet 
aloof from it, to observe and 
to examine without seeking to 
influence. At the same time 
he seeks to make the infinitely 
small illuminate the indefini¬ 
tely great. A political system 
which produces great judges 
can feel some real assurance 
about its future. These are 
stern and exacting tests but 
they set out an ideal and a 
goal, distant and remote from 
the reach of most of us though 
they may be, still for the at¬ 
tainment of which, even 
though partially and not in 
full measure, there has to be 
ceaseless striving and sustained 
effort. 

text of a lecture delivered by the 
author some time ago. 
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In the NcOion 


Crude Oil: New Production Plans 


A SHARP increase in the production of 
crude oil is envisaged during the Sixth 
Plan period. Earlier it was expected that 
the output from the currently known and 
-indicated reserves in the country will 
plateau out to 25 million tonnes per an¬ 
num in the second half of the eighties. 
Now it is considered feasible that it can 
be raised to at least 30 million tonnes 
during the first half of the current decade 
itself-20/21 million tonnes from the 
Bombay High and the satellite fields off¬ 
shore, four million tonnes from the Guja¬ 
rat area and around five million tonnes 
from upper Assam. Currently, in normal 
circumstances, crude production in the 
country is of the order of 14.5 million 
tonnes. 

High Priority 

The high priority that is being accor¬ 
ded to raising expeditiously crude pro¬ 
duction is evident from the Government 
thinking of extending the collaboration 
agreement with CEP of France for the 
further development of Bombay High. 
This agreement is to expire on April 6. 
A CFP team has been invited for consul¬ 
tations for stepping up by the end of 
1982-83 the output from Bombay High 
from 12 million tonnes (in terms of the 
present development programme) to 17 
million tonnes. The production potential 
of the Bombay High satellite fields by 
then is planned to be developed to 4-5 
million tonnes. 

The CFP has asked for one to two per 
cent share in the production from Bom¬ 
bay High and the satellite fields in excess 
of 12 million tonnes. But this share is 
not proposed to be paid in the form of 
crude oil. The CFP will be given the 
cost of its crude oil entitlement accord¬ 
ing to the international prices. The 
ONGC has staked its claim to develop 
the additional production potential of 
Bombay High and the satellite areas on 


its own. The Union ,Ministry of Petro¬ 
leum is not averse to this provided, of 
course, as Mr P.C. Sethi told newsmen 
this week, it guarantees this development 
according to the planned schedule and is 
prepared to pay the penally of not fulfil¬ 
ling its commitment. It should be prepa¬ 
red for “the rolling of heads" in the case 
of failure to do the job, he stressed. 

Interestingly enough, Mr Sethi disclo¬ 
sed that the ONGC itself was anxious to 
extend the collaboration agreement with 
CFP for the further development of 
Bombay High foi three to five years. 
This presumably has raised doubts aboul 
ON(iC*s capabilities to go in for the 
future development programme on its 
own. The inviting of some other party 
for the programme is ruled out on the 
consideration that it will take some time 
to study the situation and the problems 
involved. The C’FP has the advantage 
of knowing the field and can complete the 
ta.sk much more expeditiously than any 
new party. The extra payment on ac¬ 
count of crude sharing payable to the CFP 
will be restricted to the duration of the 
extended agreement. It may, thus, have 
to be paid only for three to four years. 
Bui will it not be more Judicious to agree 
to some ad hoc extra payment instead of 
sharing of the extra crude ? 

Broad Guidelines 

Some rethinking appears to have been 
done in regard lo the oil exploration in 
the 28 blocks, both off-shore and on¬ 
shore, which arc being thrown open for 
exploration by foreign oil companies. 
Earlier it was proposed to finalise the 
parameters of this collaboration on the 
receipt of concrete proposals from the 
34 short-listed foreign explorers. Now it 
is envisaged to provide to them at least 
broad guidelines by the end of this month. 

A letter to be addressed to them on the 
subject is being finalised. Of the short- 
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listed companies, 21 are said to have coi 
plcted technical discussions with tl 
ONGC which has supplied to them t 
data available with it on the payment 
the stipulated fee. It is hoped that fir 
offers from the interested parties wou 
start arriving by March. 

Fresh thought is also being bestowe 
following the discussions Mr Sethi hf 
during his recent visit to France, Rom 
nia. Italy and Britain, on the machine; 
that will be supervising the work of tl 
foreign oil firms in the future cxploratic 
programme. Hitherto, it was propose 
to set up a separate directorate for th 
purpose on the Norwegian model. No 
the model the United Kingdom is follow 
ing in respect of oil exploration inti 
North Sea is also to be considered. Tl 
UK has three cells for the different pu 
poses in respect of North Sea exploratio 
under the Petroleum Ministry itself. 

Oil Takeover 

Mr Sethi as well revealed that the dii 
cussions with Burmah Oil Company o 
the take-over of Oil India arc planned fc 
March. The Government has decide 
that the take-over of Oil India an 
As.sam Oil Company should be decide 
upon separately and not together on th 
basis of which negotiations have bee 
going on for about three years. Th 
Mathura refinery, he hoped, would g 
into production by September. Th 
Government is thinking of setting up tw 
more refineries—one at Mangalore in th 
South and the other at some location i 
the Norili. One of these refineries wi 
have a throughput of six million tonne; 
The capacity of the other will be thn 
million tonnes. This programme will n< 
be upset even if the proposal of tY 
United Arab Emirates for setting up 
10-12 million tonnes refinery on the we 
coast is accepted. The UAE will not on 
finance this refinery but also undertal 

FEBRUARY 13, 19SJ 




I 



' supply crude to it. The products from 
he refinery will be mostly exported. 

Italy, Romania, West Germany and 
^apan, Mr Sethi slated, have shown inter- 
Jf|hirest in extending technicul collaboration 
setting up a gas cracker and an aroma- 
'Isidtics project in Maharashtra as well as 
j/jpejjfor the development of the Haldia petro- 
.%p(iGl3iemicals project of the West Bengal 
f^®d(iOovcri;mcnt and some further downstream 
l^its of the Gujarat pctro-chemicals com- 
|l|B|plex. Mr Sethi had discussion in France, 
Romania on collaboration and 
^^iuiidtssistanoc from them h r fertilizers and 
llmjpetrochemicals industr es and also for 
^Upil exploration. The response from the 
countries has been quite encourag- 

jhf »g. 

illta Fertilizers and Drugs 

Talking about fertilizers, Mr Sethi said 
at France, Italy, the UK and .lapan v^ill 
} providing export credits to finance the 
oreign exchange component of the Thai 
project in Maharashtra. The World Bank 
refused assistance owing to the change 
i the technology arrangements for it. 
he project, expected to go on stream 
yitbin 42 months from the zero date of 
Oinuary, 1981, will cost on the revised 
t^^imatc as much as Rs 762 crores with 
foreign exchange component of J285 
lltebillion, as against the earlier cst.mate of 
540 crores in whicJi the foreign ex- 
Irci^ange elcmen $250 million. Ulti- 
Btely, however, it should cost much 
>re—-no escalation in cost on account of 
fiiflation has been provided in the current 

Negotiation with the World Bank for 
Hazira project in Gujarat—a similar 
to the Thai project—are to be held 
week in Washington. The zero date 
project has been fixed as March 
It is to be implemented by IIFGO 
^fiirougha subsidiary. 

Another important indication provided 
Mr Sethi was that the new prices of 
>out KK) drug formulations covered by 
j^tegories one an J two will be announced 
hn. Already revi.scd prices of 32 leader 
nulations and 30 individual formula- 
j^s have been notified since November, 
y,Bides the new prices of nearly 100 hulk 
The revised prices of the remain- 
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ing 90 bulk drugs are being finalised. 
The time gap between the announcements 
of the revised bulk drug prices and the 
formulation prices is proposed to be re¬ 
duced in future. 


The Yawning 
Trade Gap 


Di!ki\Ci Till: first eight months of the cur¬ 
rent financial year exports are placed at 
Rs 4,037.98 crores and imports at Rs 
7,344.33 crores. This means that the 
trade gap for the first eight months works 
out to Rs 3,306.35 crores. The total defi¬ 
cit for 1980-81 will, therefore, exceed 
Rs 4,500 crores which is nearly twice the 
deficit during the previous financial 
year. 

This information was disclosed by the 
Commerce Minister, Mr Pranab Miikher jee, 
to the Parliamentary Consultative Com¬ 
mittee last week. Mr Mukherjee hoped 
that the export target of Rs 7,100 crores 
would be met during the present financial 
year. It Is difficult not to be sceptical and 
perhaps Mr Mukherjee was only expres¬ 
sing a pious hope. For, in order to achieve 


Rs 7,100 crores during the last four months 
of 1980-81, exports would have to be to 
the tunc of nearly Rs 3,000 crores. Al¬ 
though it is true that the third and fourth 
quarters arc usually very much better 
than the first and second quarters, it is 
nevertheless going to be virtually impossi¬ 
ble to make up for the exports lost or not 
fulfilled during the first two quarters. 

Recently, the Government has announ¬ 
ced several policy measures designed to 
boost exports. The effects of this will 
become apparent only during 1981-82 
and subsequently. However, it is useful 
to point out that there is more to increas¬ 
ing exports than mcicly announcing policy 
changes. It is vital that such Government 
undertakings as are directly instrumental 
in revitalising export production also act 
in a manner that is more flexible and Jess 
governed by rules and regulations. To 
give an example, it appears that on occa¬ 
sion the MMTC', whith is the sole cana¬ 
lising agency for various items, imports 
on entire year’s requirement of a particu¬ 
lar firm or industry at one go and more 
or less tells the firm or industry concerned 
to lake it or leave it. This kind of practice 
may not be very widely prevalent but to 
the extent that it occurs even once in a 
while, it illustrates the general attitude 
that Government agencies adopt when 
enstrusted with economic functions. The 


India Makes Diesel from Coal 

For the first time in India, on January 20 and 21, synthetic diesel oil 
produced from coal by CFRl was successfully tested at the Institute to run 
a vehicle. The vehicle was run at an average speed of 40 KM PH and the 
engine performed satisfactorily in all respects. 

The synthetic crude oil was obtained from the CFRIpilot plant and 
HY/.v further processed by vapour phase catalytic hydrorefining in a conti¬ 
nuous bench scale unit. The diesel oil fraction obtained from the refined 
product satisfied the ISl specifications for HSD, 

Sarnia Coal of (Raniganj) was used in the pilot plant as feed material 
From the pilot plant data it is computed that the yield of HSD and naphtha 
would be of the order of 35 tonnes and 12 tonnes respectively for every 100 
tonnes of feed coal {with 10 per cent ash and 5 percent moisture). This 
excludes th‘amount of coal required for hydrogen manufacture. It has 
been estimated that the cost of synthetic crude produced by this process 
would be well below the current import price of crude petroleum {%40 per 
barrel), 
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public sector must understand that an eco¬ 
nomy cannot be run on the basis of rules 
and regulations which are intended more 
as guidelines rather thin as operating 
requirements. 


FCI Poised for 
Big Stride 


jjiTHE Hiior. loss of Rs 80 crores likely to 
*be incurred by the Fertilizer Corpoiation 
of India this year should not come as a 
surprise because three of its running units 
—Sindri Modernisation, Talchor and 
Raniagundani—had remained shut down 
for long periods extending from six to 10 
months and the fourth such unit at 
Gorakhpur could operate only one of its 
three streams. Whereas the Sindri project 
. was aflbeted sei iously by the shortage of 
fuel oil (its feedstock) owing to the pro¬ 
tracted Assam agitation on the foreign 
nationals’ issue, the Talcher and the 
Ramagundam projects had to remain idle 
due to 90 to 100 per cent power cuts. The 
power cut in the case of the Gorakhpur 
unit was to the extent of 66 per cent. 
Along with the inadequate supplies of 
naphtha, the shortage of power led lo 
shutting down of two of its three streams. 
The fifth plant of the undertaking, the 
Sindri Rationalisation scheme, is still ex¬ 
periencing S('me problems in the sulphuric 
acid and phospheric acid sections. Revam¬ 
ping measuies here arc in progress. 

The Sindri Modernisation, Talchcr and 
Ramugundam projects, the latter two 
coal-based, which have been completed 
in the recent past, of course, it is stated, 
are well poised for stabilisation of their 
production capacities. Their performance 
during the current calendar year, there¬ 
fore, is expected to improve considerably. 
All the operating units ar.: anticipated to 
yield a sales turnover of more than Rs 300 
crores during 1981-82. From the subse¬ 
quent year onwards, when they are expec¬ 
ted to run to 80 per cent capacity, the 
sales turnover will increase to over 
Rs 400 crores. As Mr P.S. Kukreja, the 
Chairman and the Managing Director of 
the Corporation, remarked in an infor¬ 
mal chat with a group of pressmen here 


last week, the FCI should achieve profit¬ 
able level of operation from 1982-83 on¬ 
wards. 

The most heartening revelation Mr 
Kukreja made, of course, was that altho¬ 
ugh some teething troubles still remain 
lo be overcome at Talcher and Ramagun¬ 
dam, coal-based technology for fertiliser 
manufacture, adopted on a large scale here 
for the first time in the world, has proved 
a success. There is only one other smaller 
such plant working successfully in South 
Africa. The up-scaling of the technology 
at Talcher and Ramagundam should 
therefore, mark a breakthrough in fertili¬ 
ser manufacture in the developing coun¬ 
tries which arc deficient in oil and natural 
gas and may have to use coal as feedstock 
for the production of plant nutrients. 

A serious bottleneck which may ham¬ 
per the Talchcr and Ramagundam pro¬ 
jects operating to 100 per cent capacity 
over long periods—the Ramagundam 
unit has already successfully worked to 
100 per cent capacity for a short while - 
however, is the inadequate steam pressure 
resulting from the use of high ash content 
coal in the boilers which have been desig¬ 
ned to use about five to six per cent less 
ash content coal than available at piesent. 

Extra Cost 

This may necessitate addition of one 
more boiler at each of the plant, costing 
around Rs J6 crores. As the.se boilers may 
be set up only in about 2/2.5 years, full 
utilisation of capacity at the two plants 
may not be realised till then. Otherwise, 
the performance of both the units has been 
found to be somewhat better than (he 
South African plant. As against 40 per 
cent utilisation of capacity in the South 
African project in its first year of opera¬ 
tion, the average performance of the 
Talcher and the Ramugundam plants is 
expected to be around 50 per cent. The 
cost of production in the coal-based pro¬ 
jects, Mr Kukreja stressed, is quite com¬ 
parable with that of the plants using any 
other feedstock. Although their initial 
investment is higher, the break-even point 
is around 50 pci cent because of the low 
cost of inputs. 

The long delays inputting up the Rama- 
gundam and Talcher projects, which to a 
great extent were inherent in the two 


schemes, Mr Kukreja feels, can be broug) 
down considerably in the case of the thir 
such project when decided to be cstabl 
shed at Korba. The implementation c 
this project has been held in abeyaqc 
b.cause the government wanted to asset 
the peiformaoce of the Ramagundam an 
Talchcr plants. The Korba pioject, it j 
expected, can be completed within 4 
months. This warrants that notwitb 
standing the programme of putting up 1' 
new projects based on Bombay High gas 
the clearance of the Korba plant shout< 
not be unduly delayed. It is only pruden 
that all the eggs should not be put in on 
basket. 


Brezhnev’s Package 
The Details 

by N. Rodionov 


During i'iip Bre/hnev visit in Decembei 
the USSR gave credits to the tunc of 52 
million roubles for the accelerated deve 
lopment of the most important branche 
of the Indian economy, such as, powoi 
coal, oil and steel industries. The nes 
Soviet credits will enable India to com 
pletc, in the next 4-6 years, the construe 
tion of a number of important projectf 
whose implementation was not previous] 
included in the Sixth Five-Year Plan. 

The agreement envisages, in particulai 
cooperation in the building of a coa 
power complex in the region of the Sit 
grauli coal deposit. The complex wi 
comprise: a powerful thcrmalpowcr $ta 
(ion of 3,000 MW, a mine at Nigahi wit 
a 14 million tonne annual capacity an 
with two big enriching plants and 900 kr 
transmission lines. 

When (he complex in fully commissior 
ned, the volume of coal extracted i 
India will grow hy 14 per cent and th 
total power capacity of Ultar Prade;}) 
Madhya Piadesh and Bihar will inctesu 
by 54 per cent. The increase in powi 
capacities, in its turn, will make it posfi 
ble to fully meet the requirements < 
power for the giants of the machini 
building industiy —the heavy machm< 
building plant at Ranchi, the heavy-minit 
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ftipment plant at Durgapur, the heavy 
rical equipment plant at Hurdwar 
the steel plants at Bokaro and Bhilai 
and also to fully utilise the capacities 
®thc aluminium plant at Korba. Besides, 
the basis of the future coaJ-cnergy 
jill’^implex, a big industrial centre will come 
with a widely developed infrastructure 
will provide employment for over 
0,000 people. 

he second major project of Soviet- 
^ 4 lian cooperation in the sphere of coal 
dustry in the coming years will be the 

^._n-cast mine of coking coal at M ukund 

IJ^th a 12 million tonne capacity, which 
‘ theJharia coal 

®**Sposit with two enriching factories, a 
A^Vrxnal power station with about lOOMW 
rfid a transmission line. This project is 
3**WialIy important as the latest highly- 
f*®%chaniscd technology of extraction and 
"^jirichment of coking coal will be intru- 
jiced here. 

^The commissioning of this project will 
rease the capacities for coking coal 
itraction in the country by 23 per cent 
I also reduce foreign exchange requirc- 
j^pnts for importing three million tonnes 
-.(^coking coal in the I987-8S fiscal year. 
;, f^The agreement also envisages the parti- 
Ration of Soviet organisations in the 
3^*4nstruction of the Jhanjra mine with a 
*:9 million tonne annual capacity, coope- 
ion in conducting geological survey 
9 %rk on coal in the regions agreed upon, 

I so on. 

Coal Projects 

^Taking into account the agreement on 
^operation in the coal industry, and 
I taking into account the chain of new 
‘^ojects, envisaged in the agreement sig- 
on December 10, 1980, the following 
J^iojects will be renovated or designed and 
^jnstructed in India with the direct parti- 
Btion of Soviet organisations- four coal 
three coal mines; two coal- 
^^j/ishcrics, idher projects with a total 
L^^’nual capacity of 40-50 million tonnes 



^ 1^11 be modernised, 


i.e., about half the 
increase planhcd for the ’eighties in 
^ 1 most important branch. 

In the sphere of oil, the agreement 
G^g^^visages the participation of Soviet orga- 
K illations in conducting in one of the 
If^spective regions exploratory and gco- 

tusv 
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logical survey work on oil and gas, includ¬ 
ing geophysical boring, elaboration of 
technical solutions of mastering deposits 
and erecting installations there, and also 
work for increasing oil extraction from 
idle and low-productive wells. 

As for the preliminary estimates of 
some Indian economists the commission¬ 
ing of 120 idle or low-productive wells 
alone will yield additionally 0.5-0.8 mil¬ 
lion tonnes of oil annually and will save 
foreign exchange to the extent of 1.5-2.5 
billion rupees. 

The new agreement envisages in the 
traditional branch of Sovict-lndian coope¬ 
ration, i.e., steel, an increase in the annual 
capacities of the plants at Bhilai and 
Bokaro to five and 5.5 million tonnes, 
respectively, by introducing new techno¬ 
logy, modernising the equipment and 
improving the organisation of production. 
It will further make additional production 
possible with a relatively small capital 
investment. 

Cooperation in Steel 

Besides, Soviet-Indian cooperation in 
the construction of a new steel plant at 
Visakhapalnam will be continued as envi¬ 
saged in the inter-governmeiital agreement 
of .luly 12, 1979. 

After the construction is over, the total 
annual capacity of these three plants will 
be about 14 million tonnes which will be 
more than double that of the remaining 
steel plants in India taken together. 

In the sphere of machine-building in¬ 
dustry, the agreement envisages further 
development of production cooperation 
in the heavy machine-building plant at 
Ranchi, the mining equipment plant at 
Durgapur and the heavy electrical equip¬ 
ment plant at Hardwar. 

The agreement also envisages the deve¬ 
lopment of cooperation in the construc¬ 
tion of an alumina plant, in the field of 
irrigation, in the construction of enter¬ 
prises for the production of tinned fruits 
and vegetables as finished pr(»ducts and 
also as scmi-linishcd products, in the 
construction of a phyte-chernical plant 
and other enterprises for manufacturing 
drugs and medicioes. The building of 
prt)jccts in the food and pharmaceutical 
industries will be a new form of Sovict- 
lndian cooperation as the construction 
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of these export-oriented enterprises is 
planned to be carried out on a compensa¬ 
tion basis, as the products of these plants 
will be fully or partially supplied to the 
USSR. This, in its turn, will ensure a 
stable market for the products and will 
lead to increase in the value of India's 
exports. 


Ashok Mitra's Bank 


WiisJ Bengaj ’s Finance Minister, Dr 
Ashok Mitra, revealed on January 31 
that the State Government had made a 
formal application for permission to 
start a banking company with an autho¬ 
rised capital of Rs 5 croics. The pro¬ 
posal to start the bank was first made in 
February last year when Dr Mitra pre¬ 
sented the budget for 1980-81. Why did 
the Government wait for nearly a year to 
approach the Reserve Bank for its sanc¬ 
tion ? Even now it is not clear how the 
State's economy is going to the benefited 
by the formation of this bank. It is true 
that the performances of the public sec¬ 
tor bunks in developing the Slate’s eco¬ 
nomy has not been satisfactory. Dr 
Mitra has pointed out that their credit- 
deposit ratio in West Bengal has shown 
a falling trend in recent years. It is less 
than 40 per cent in 13 out of the 15 dis¬ 
tricts. Advances to the neglected sectors 
amount to hardly 20 per cent of the total 
compared to the national average of over 
30 per cent. Under the scheme of diffe¬ 
rential rate of interest, the advances have 
been of the order of 0.2 per cent against 
one per cent which they are expected to 
provide. Dr Mitra expressed his impa¬ 
tience with the role of these banks. “We 
cannot wait for ever”, he said, “for the 
public sector banks to change their cul¬ 
ture". 

But it seems doubtful if the State 
Government has clear ideas as to how its 
bank is to be constituted and what tasks 
it should undertake. According to the 
Finance Minister, the Government may 
withdraw its funds invested in the public 
enterprises under its control and use 
them to set up the bank. The public 
also will be invited to keep their deposits 
with this bank. But will the bank be able 
to create sufficient confidence among the 
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public to put their money into it ? Al- 
^inost all the State undertakings of the 
^^Government of West Bengal have been 
incurring heavy losses. The present 
Government's efforts to tone up their 
working are yet to produce the desired 
impact. In these circumstances, the 
bank may not be able to attract sizable 
deposits from the public. In fact even 
the Left Front Ministers, including Dr 
Milra, may prefer to wait and watch how 
the bank actually functions before de¬ 
positing their own savings in it ! 

IPPi/ the nationalised banks with their 
vast resources and expertise have not 
been able to boost ihe State’s economy, 
how does Dr Mitra expect the new bank 
to make a major contribution in this 
directon ? On the other hand, it is likely 
that the nationalised banks may show 
even less interest in West Bengal’s econo¬ 
mic development after Dr Mitra's bank 
comes into existence. That indeed wilt 
be ' unfortunate because West Bengal’s 
existing banking facilities are meagre and 
it is only by the initiative and enterprise 
^of the nationliscd banks that the State 
can aflfurd to have more bank ofliccs. 


R. J. Venkafeswaran 
writes from Calcutta 


As at the end of June 1979 West Bengal 
had only 1910 bank ofhees compared to 
2366 in Andhra Pradesh, 2162 in Gujarat, 
2531 in Karnataka, 2098 in Kerala, 3113 
in Maharashtra and 2675 in Tamil Nadu. 
The population per bank office in West 
Bengal as on June 30, 1979 was 23,000 
compared to I6,0(X) in Maharashtra, 
^ 15,000 in Tamil Nadu and 10,000 in 
Kerala. It is also significant that, out 
of the 1910 bank ollices in West Bengal, 
as many as 665 were in Calcutta, 259 in 
24-Parganas and 153 in Burdwan. The 
rest of the districts have only a few 
offices. In this situation the State Gc- 
vernment should try to persuade the 
public sector banks to expand their acti¬ 
vities specially in the districts. But this 
will be possible only if the Government 
builds up the infrastructure in these 
places so that the banks will have the in- 
pk centives to move there. 

The proposal to set up the bank seems 
to be part of the West Bengal Govern¬ 
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ment’s strategy to assert its autonomy 
and to challenge the Centre’s right to 
have sole control over banking activities. 
But in implementing it, the State Govern¬ 
ment should proceed with caution so as 
to avoid confrontation with the Union 
Finance Ministry and the Reserve Bank. 
Banking services all over India have de¬ 
teriorated but in West Bengal this trend 
seems to be more pronounced. The Go¬ 
vernment of West Bengal therefore should 
give greater attention to improve the 
working of the existing banks. 

Business with 
Bangladesh 

Bu5iNrss oRCfANiSATiONS in India have 
recently been showing greater interest in 
developing trade and industrial colla¬ 
boration with Bangladesh. In November 
last year, the Association of Indian 
lingincering Industry (AlEl) sent a mis¬ 
sion to Bangladesh and in March this 
year it proposes to bold an engineering 
fair in Dacca. In last December the 
Federation of Indian Chambers of Com¬ 
merce and Industry (FICCI) also sponsor¬ 
ed a delegation, headed by its President 
Mr K.N. Modi. The reports of the 
AIEI and FlCCl have identified the areas 
which offer scope for more trade and col¬ 
laboration. They have also made several 
recommendations for strengthening the 
economic relations between the two 
countries. New Delhi and Dacca should 
take prompt and appropriate action on 
the findings and suggestions made by 
these teams. 

The FICCI and its counterpart in 
Bangladesh have entered into an agree¬ 
ment for exchanging regularly information 
about economic developments and for 
assisting businessmen in both countries 
for expanding trade and collaboration. A 
Joint Busine.ss Council has also been set 
up. Mr K.N, Modi has observed that the 
Council provides “a suitable framework 
for realising their potential of economic 
and industrial cooperation’' and that 
“it will go a long way in promot¬ 
ing better understanding between trade 
and industry of the two countries”. But 
the Council can serve a useful purpose 


only if it meets frequently and, what is 
more important, it keeps businessmen 
informed correctly and continuously 
about the opportunities for promoting 
exports and imports as well as for setting 
up joint ventures. 

Hopes Betrayed 

When Bangladesh became independent, 
hopes were expressed in Delhi and Dacca 
that, because of the geographical proxi« 
mity and close cultural contacts, the two 
countries would cooperate with each 
other in developing their economy. But 
these expectations have not been fulfilled. 
Despite the existence of so many export ^ 
promotion councils and commodity 
boards, the communication gap between 
India and Bangladesh even now remains 
almost as large as between our country 
and Latin America. It is significant that, 
in the last ten years, the FICCI spon¬ 
sored just one delegation to Bangladesh. 
Therefore, the Joint Business Council 
should function energetically. The in¬ 
formation it circulates among the busi¬ 
nessmen should be of a specific nature 
which will be of practical use to them. 
For example, it is not enough merely to 
identify the Indian goods which have 
scope for export to Bangladesh. It is 
essential to give some idea about the 
nature of the competition that India has 
to face from other countries in various 
products. 

The Fleet’s report says that its dele¬ 
gation, during its visit to Dacca, expres¬ 
sed the view that a common approach 
by the two countries in regard to the 
marketing of jute goods would be of 
great value to both. This fact has been 
emphasised often in the last ten years but 
little progress has been made so far in 
evolving a joint strategy. The delegation 
could have examined what factors have 
stood in the way of adopting such an 
approach in spite of the efforts made in 
this direction under the auspices of the 
UNCTAD. Considering the vital im¬ 
portance of jute in the foreign trade of 
both countries, the delegation’s report 
could have dealt with this aspect in some 
detail and offered suggestions by which 
the two countries could act together and 
effectively meet the challenge from substi¬ 
tutes. 
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Ita cannot hart the plate 

ifiraTKCRAL 



Core tndUStriBS such sis COSJ SJld Please writs for details 


steel are finding Tlscral plates 
ideal for bulk handling of iron ore. 
coal and sinter. Tiscral plates 
have found effective use in blast¬ 
furnace skip cars, screen plates, 
sluice gates, vibrating temping 
plates, hoppers, hammer-mills... 
wherever the going is rough and 
the threat of wear high. 

Because of their exceptional 
wear-i'esistance, achieved through 
Judicious all03ring, Tlscral plates 
resist damage by scratching, 
grinding or gouging. The result is 
that replacements are needed 
less often, reducing downtime and 
expensive interruptions. Best of 
all, Tlscral blends toughness with 
ease of fabrication. It can be 
welded, machined, cut, punched 
and bent. Interested ? 


to any one of the following! 

• Director of Marketing 

7116 Tata Iron and Steel Company Ltd 
43 Chowrtnghee Road, Calcutta 700 071 

• Joint Chief of Production Control 
The Tata Iron and Steel Company Ltd 
Jamshedpur 631 001 

• Sr. application Engineer 

The Tata Iron and Steel Company Ltd 
New India Assurance Building 
67 Mahatma Gandhi Road 
Port. Bombay 400 023 

■ Sr. Application Engineer 

The Tata Iron and Steel Company Ltd 

Bank of Baroda Building 

16 Parliament Street, New Delhi 110 001 

■ Sr. Application Engineer 

The Tata Iron and Steel Company Ltd 
20J Mahatma Gandhi Hoad 
Bangalore 660 001 

• Sr Application Engineer 

The Tata Iron and Steel Company Ltd 
Park Centre, 24 Park Street 
Calcutta 700 016 

• Application Engineer 

Tne Tata Iron and Steel Company Ltd 
Indian Bank Buildings 
31 North Beach Hoad (3rd Floor) 
Madras 600 001 



TATA STEEL 
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{ Window on the Worjd 

Britain: Cracks in " 

Mrs Thatcher’s Doctrine 


As THE rale of unemployment in Britain 
Kcclerates inexorably the rate between 
^Uecember and January was 5,700 workers 
thrown out of jobs every day—ihe rigid 
monetarist policy of the Thatcher Govern¬ 
ment (some call it ‘doctrine’ and some 
‘obsession’) is being eroded from within 
the Government even though Mrs 
Thatcher continues to reiterate that her 
Government would not depart “for one 
moment” from its economic policy. 1 he 
unemployment figure of 2,419,452 at the 
end of 1980 represents the highest figure 
in Britain, that is one in every ten of the 
^ woikforcc without a job and according 
to all expert opinion, including the 
Government’s and the Confederation of 
British Industry (CBI) the employeis’ 
organisation, it will continue to climb 
and could exceed three million by the end 
of the year. 

Conservative Radicalism 

When Mrs 7'hatcher came to power 
after trouncing Labour in the General 
Election and ousting it from office— 
Ronald Reagan’s victory in the American 
election and shattering of Carter and his 
Democratic Parly is reminiscent of the 
British political upset—her Conservative 
radicalism attracted widespread attention 
in the world. Many politicians and econo¬ 
mists abroad thought it was an answer to 
the crippling problems of the industria¬ 
lised world, of inflation, minimal growth, 
deficits and unemployment, indeed Mr 
Reagan’s election economic manifesto 
was in many ways a replica of Mrs 
Thatcher's, particularly the pledge to cut 
direct taxes, reduce the role of the State 
in the economy and public expenditure 
• and control the money supply. But as 
the British economy began to decline 
under Thatcher regime much faster 
than other countries of Western Europe 


caught in the world recession, the Thatcher 
policies became suspect even among like- 
minded monetarists. Recently a spokes¬ 
man of the Reagan Administration refer¬ 
red to the disastrous economic situation 
in Britain and stressed that the President's 
economic policies were ditTcrent from Mrs 
Thatcher’s. 

Mounting Unemployment 

While the world situation is blamed 
for the British situation by Government 
spokesmen, there is ample statistical evi¬ 
dence that Government policies are res¬ 
ponsible for making it worse than it would 
have been. The proof is provided not 
only by the soaring unemployment but by 
the condition of the private sector. The 
worst hit part of the economy is the 
manufacturing industry and exports. The 
latest CBI survey based on replies from 
1812 manufacturers employing three mil¬ 
lion and accounting for half of manufac¬ 
tured exports, shows that 82 per cent 
of the companies had less than four 
months' assured production and only 
eight per cent had more than six months’ 
work. Ninetysix per cent of the com¬ 
panies say that shortage of orders is the 
main constraint and the number working 
below capacity are at a new peak. De¬ 
stocking contiuucs Und export prices are 
being cut to keep overseas markets with 
the result that profits are down and 
fresh investment Is set to be reduced by a 
third upto the midille of next year. I'hc 
CBl’s projection in employment is tliat 
miinufacturing jol s disappearing in the 
first five months rf (his year will run to 
320,000 so that 3 million plus jobless at 
the end of the year is not an overestimate. 

The Government policies contributing 
to the decline of the manufacturing sector 
according to the CBI are the high interest 
rates which in turn keep the exchange 


value of the pound high. The cost of 
money for investment has become hard 
to bear and the competitiveness of British 
exports is damaged by the soaring pound 
which has risen vis-a-vis the German mark, 
the French franc and periodically the 
Ameiican dollar. Other Government 
policies blamed arc constantly increasing 
the prices of eh ctricity and gas both de¬ 
rived from domestic sources, coal or 
North Sea oil extraction. Their prices have 
gore up by 50 per cent in two years and 
this year gas is to go up a further 25 per 
cent and electricity 11 \ per cent. Though 
Britain is self-sutlicient in oil its price is 
kept at the liighcbt level of 0?EC prices. 
The CHI complains that competitors in 
the USA, West Germany and France get 
cheaper energy. 

Spate of Closures 

With the manufacturing industry being 
run down by the world recession and do¬ 
mestic policies, companies in a struggle 
for survival are not only closing loss-mak¬ 
ing factories but also selling olf their 
equipment, machinery and tools. An 
extraordinary export drive which is de¬ 
nuding Britain of heavy equipment and 
machines, some of them new, is taking 
place all over the country. Buyers from 
the United States, South Africa, Canada, 
Ausiraiia and Portugal arc flocking to 
auctions at facioiy sites and pick up 
equipment at bargain prices .some of 
which they could use to compete with 
British exports in >Vorld markets. The 
gianl textile group Courtaulds, for ins¬ 
tance, has been selling little used and 
some brand new power looms made surplus 
by closing of plants to buyers in America, 
South Africa and Portugal (It docs not 
sell them to British firms for fear of com¬ 
petition). Philips Dynatron wliich made 
television cabinets and music centres but 
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Hydrogen Air-conditioners 

The researchers have taken ad- 


A Hydrogen air conditioning unit 
powered by the exhaust heat gene¬ 
rated by a motor vehicle is being 
developed at the Technion—Israel 
Institute of Technology, The new 
system will enable sharp reduction 
in energy use, especially in buses, 
which in powering their air condi¬ 
tioning systems can consume up to 
25 per cent of the energy produced 
by their motors. The research is 
sponsored by the Israel Ministry of 
Energy, 

Professors Moshe Ron, of the 
Department of Materials Engineer¬ 
ing and Uri Navon, of the Faculty 
oj Mechanical Engineering are deve¬ 
loping a ni w heat pump which makes 
use of met a! hy dr ides, compounds, 
that consist of hydrogen and metals 
or alloys. These compounds can 
quickly absorb large amounts of 
hydrogen gas, and then free it again, 
depending on environmental condi¬ 
tions. 


vantage of the fact that each hydride 
reacts to different temperatures and 
pressures—some release the gas at 
room temperature, others at well 
above the boiling point of water. 
They intend to use two different hy¬ 
drides, each in a separate container^ 
linked by gas conduits. One con- . 
tainer is heated by a vehicle's ex¬ 
haust gas, which causes the release 
of the hydrogen absorbed earlier. It 
is then conducted to the second j 
hydride tank, where it is absorbed 
and then expelled again, A cooling 
effect is concomitant of the release 
of hydrogen from this container. 
The gas returns to the first container, 
becoming available for another cycle. 
The same general principles are 
applicable to many different instal¬ 
lations, Exhaust heat from a fruit • 
cannery can power its adjacent cold 
storage planT\ explains Professor 
Ron, I 




closed as it could not compete with Par 
East imports auctioned off its entire plant 
and equipment. The giant GEC is selling 
machines from a subsidiary making fur¬ 
naces and Vickers has auctioned off equip¬ 
ment including diesel engines and cranes 
from a subsidiary in Newcastle. 

Unemployment is expected to rise above 
3 million by the end of this year but 
Mrs Thatcher believes that the tide will 
begin to turn by the middle of 1982. If 
this proves correct factories denuded of 
machinery will not be able to resume pro¬ 
duction and recruit labour. 

Fall in Demand 

Inflation in Britain has been slowly 
falling and now stands at 16 per cent 
from 20 per cent. But it is doubtful whe¬ 
ther this has been achieved by the mone¬ 
tarist doctrine of strict public spending 
control as in fact State expenditure has 
actually gone up. In part at least the 
drop in the inflation rate is attributable 
to widespread fall in demand fo; essen¬ 
tials, services and luxuries. Ten per cent 
of the work force without jobs living on 
doles have their income cut sharply and 
those in employment are faced with cons¬ 
tant price rises in essential public sector 
services and utilities, like transport, elec¬ 
tricity, gas, postal services, the rates which 
they have to pay on their houses (over 50 
per cent arc owner occupiers), in interest 
rates, school meals for children, prescrip¬ 
tions which arc now one pound for each 
medicine prescribed by the National 
Health Service doctor (a 500 per cent in¬ 
crease since the Conservatives lookoflice). 
The result is that sales of household 
goods, clothes, appliances, cigarettes and 
alcoholic drinks have fallen some sharply, 
as for instance a drop of two million pints 
of beer per day. This means reduced 
excise and VAT revenue at a time when 
the expenditure on unemployment doles 
is exploding and is now the costliest part 
of Government’s outlay on social security. 

In a desparate attempt to increase re¬ 
venues the Chancellor of the Exchequer, 
Sir Geoffrey Howe, is planning to impose 
a new tax on North Sea oil companies 
and a retrospective windfall levy on 
British banks on the profits they made by 
lending monies in the current accounts on 
which they pay no interest. The credit 


balance on current accounts in 1980 was 
£20 billion. Sir Geoffrey has also hinted 
at further increases on cigarettes and 
alcoholic drinks even though consump¬ 
tion of these items have been falling be¬ 
cause of high prices. 

But there are also signs that Govern¬ 
ment is modifying its rigid monetarism. 
Mrs Thatcher had resolved not to prop 
up from tax revenues loss making nationa¬ 
lised industries but she has been forced 
to do a “U” turn in two of the biggest 
nationalised or State subsidised indus¬ 
tries. The State steel industry in econo¬ 
mic terms has been bankrupt for more 
than a year despite the close down of loss 
making plants and pruning of over 20,000 
jobs. The British automobile complex, 
Leylands. has been hovering on the brink 
of collapse even after closure of factories 
including the prestigeous MG cars and 
drastic cuts in the workforce. Had they 
been left to sink the result would have 
been nearly 700,000 more workers thrown 
out of employment from the two indus¬ 
tries and ancillaries and astronomical sums 


in redundancy payments and unemploy¬ 
ment benefits, not to mention increased 
imports to replace their products. There 
was no other way but to retract from the 
Government policy. Leyland is to get £990 
million from Government which faces 
an injection of £3.5 billion in the steel 
industry. There arc also signs that Govern¬ 
ment is moving towards the private sec¬ 
tor’s demand for a reduction in the in¬ 
terest rate which would cause a welcome 
drop for exports of the exchange value 
of the pound vis-a-vis other countries. 

Mrs Thatcher has however said that 
these measures do not mean that she has 
modified her policies. She takes pride 
that unlike other Governments which 
would have “cut and run” by reflating 
the economy at a situation such as the 
one which faces Britain, she was not going 
to do so or abandon her long term ob¬ 
jective to break “the vicious circle of 
inflation and unemployment which had • i 
developed in Britain over the last 
20 years”. 

Whether her determination will hold if 
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unemployment continues to rise and 
British industry declines at the present 
rate is to be seen. Mr Denis Healey the 
Chancellor of the Exchequer in the pre* 
vious Labour Government predicts that 
if Thatcher policies remain unchanged 
half of British industry would have shut 
down by the next election. 

There have been some suiprising deve¬ 
lopments in politics and industrial rela¬ 
tions in reaction to the Thatcher Govern¬ 
ment’s extreme right-wing attitudes. The 
ll^ain opposition, the Labour Party is un- 
pRn’going a profound change with the left 
wing seizing control while the moderates 
including three former Cabinet Ministers 
are considering leaving the Party to form 
a Centre Party with Liberals. Its left ward 
extremism is thought to be answei to the 
extreme right wing shift in the Conserva¬ 
tive Party. In industrial relations on the 
other hand militancy in the trade unions 
is being rejected by workers fearful of 
losing jobs, declining to strike and agree¬ 
ing to modest wage increases and in some 
f cases cuts. Though 1980 was a record 
year for unemployment in Britain, it creat¬ 
ed another record. It had the lowest 
number of strikes in 21 years. 


Japan’s Trade 
Deficit Reduced 


Japan’s i-xports on a customs clear¬ 
ance basis in the third quarter of 1980 
totalled about $33,600 million, a sharp 
increase of 26.5 per cent over the corres¬ 
ponding period of last year. This is a 
continuation of the trend from the 
previous quarter (up 27.0%). 

Such a sharp increase in exports can 
be attributed to increases in exports of 
machinery and equipment, including 
automobiles, VTR (video tape recorders) 
and motorcycles. The recovery in ex¬ 
ports of plant-related equipment and 
vessels arc other contributing factors. 

Japan's imports during the third quar¬ 
ter totalled about $34,400 million, an 
k increase of 17.8 per cent over the corres¬ 
ponding period of last year. This is in 
marked contrast with the sharp growth 
tale of 41.2 per cent recorded in the 




previous quarter. Factors contributing to 
such a sharp drop in growth rate arc 
reduced rates of increases in imports of 
mineral fuels such as crude oil and petro¬ 
leum products. 

The average yen/dollar exchange rate 
for the third quarter was yen 220, an 
appteciation of yen 17 over the previous 
quarter. 

The growth rate of Japanese exports 
(26.5% over the corresponding period 
of last year) can be attributed primarily 
to a quantitative increase of 19.6 per 
cent. The price increase was a mere 5.7 
per cent. 

Favourable Performance 

By item, machinery and equipment 
continued to show favourable export 
performances from the previous quarter. 
This item accounted for about 60 per 
cent of Japan's total exports during the 
third quarter. 

A favourable trend in exports was 
also observed in such items as VTR 
(up 56.3%) and motorcycles (up 44.3%). 
A noticeable recovery occurred in ex¬ 
ports of vessels (up 27.1%), TV sets 
(up 23.1 %), radios (up 23.1 /',) and plant- 
related machinery. 

Light industrial goods showed sharp 
increases in continuation from the pre¬ 
vious quarter, including such items as 
textile products, lyres (up 57.8%), foot¬ 
wear (up 53.3%), toys (up 39.7%) and 
pottery (up 39.4%). 

On the other hand, exports decreased 
in such items as synthetic plastics (down 
8.5%) and chemical fertilizer (down 
j.0%), while the export of steel showed 
a moderate increase of 6.9 per cent. 

By area, exports to advanced coun¬ 
tries we< c favourable to such areas as 
Western Europe (up 38.5%), South 
Africa (up 83.0 "J, Australia (up 47.4%) 
and Canada (up 38.5%). 

Among communist bloc countries, 
exports to China showed a sharp in¬ 
crease of 60.2. per cent 

Exports to developing areas were 
favourable such as to Africa (up 51.5%) 
and Latin America (up 44.8%). The 
growth rate of exports from the previous 
quarter to the United States (up 13.7%) 


% 

and the Middle East (up 28.3%) dropped^ 
ofl* sharply. 

Japan’s imports in the third quarter 
of this year recorded a 17.8 per cent in?^. 
crease, while the import quantity dccPotH- 
sed by 8.7 per cent and prices increased* 
by 29.2 per cent. In comparison with Ui^ 
previous quarter, the rate of quantitative 
decrease sharpened, while the increasing 
rate of prices became dull. 

By item, the increase rate in imports 
of mineral fuels dropped off by a big 
margin. Compared with the remark^ 
able increases of the previous quarter 
(shown in parentheses), imports of crude, 
oil showed a moderate increase in thk 
third quarter by 39.6 per cent (up 95.5%), 
while imports of petroleum produett 
decreased by 22.6 per cent (up 82.0%). 

Lesser Imports 

Noticeable decreases in imports were 
shown in foodstulTs, such as fish and 
.shellfish (down 26.5%) and meat (down 
18.1%); and among raw materials, such 
as lumber (down 21.1%) and soy beans 
(down 15.8%). 

In the field of manufactured impofta, 
imports decrea.sed in aircraft (dow^ 
68.4%) and textile products (down 
16.9%). On the contarary, sharp ini 
creases were seen in imports of sugar 
(up 91.1 %) and pulp (up 64.1 %)’ 

By area, the growth rate of imports 
from the Middle East dropped off to an 
increase of 31.9 per cent due to a decrease 
in the imports of crude oil. Other areas 
(countries) showing relatively moderate 
or unfavourable import performances 
included Southeast Asia (up 10.2%)^ 
Western Europe (down 4.2%), USSR 
(down 14.1%) and Eastern Europe 
(down 51.1";;). Sharp growlh rates in 
imports continued to be observed inV 
those from Africa (up 66.4%), Ching 
(up 36.4%) and Latin America (up 
31.8%). 

The rejection of pleas for import 
relief from foreign-made car imports by 
the US International Trade Com¬ 
mission gives Japan a sense of relief. 

Howcvei, Japan’s export growth rate 
in terms of volume might stagnate due 
to the economic slow-down in advanced 
countries and the weakening price 
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P petitiveness of Japan’s exports, 
Iting from the appreciation of the 

Provided there will be no sharp price 
iWrcase of crude oil, the rate of in\porl 
Jgrowth in value will continue to stagnate 
^4unng the fourth quarter of 1980. 

iy". . ■■ ■ ■■■ —■ 

; The Tides of Energy 


I i^iE OCEANS can be harnessed in several 
I vyays as a source of electric power. Va- 
j rious methods make use of tidal waves, 
' normal waves, water temperature, cur- 
t rents, and the mixture of fresh and salt 
I water in river estuaries. 

Tidal energy harnesses the difference in 
water level between ebb and flood, which 
' be up to 20 metres. There arc only 
37 world locations suitable. Two sepa- 
/rate basins are needed to convert into 
kinetic energy the energy potential of 
; different water levels by means of 
turbines. 

The usual procedure is to use the sea 
as one and a bay as the other, with a 
' 4am or barrage between the two. It is a 
technique pioneered by the French. Since 
the mid-60.s they have run the Ranee tidal 
power station on the French Atlantic 
coast. It generates 240 megawatts, 
i'. The most important criterion in con- 
Verting tidal energy into electric power is 
^tfae tidal range, which must not be less 
'^ithan five metres. That is why a Jade 
f'Jtey barrage has yet to be given serious 
;?bonsideration. The difference in water 
Hevel between ebb and flood is only 
Hiree metres. 

y The major drawback of this source of 
energy is the fluctuation in energy supply 
.that is inevitable when the tidal only 
‘ fcomes in or gjes out when it does. So 
experts arc wondering whether it might 
not be better to use the pressure built up 
by the tidal rang: instead, compressing 
•air in pressure chambTs and enabling 
.^power to be generated continuously. 

Similar problems arise in connection 
;,with waves as a source of primary energy, 
/^hey too are irregular and more or less 
IjlJOincidental. In a survey for the Bonn 
|R*scarch Ministry V. Dehrendt, concludes 
'&!}■ 
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that an estimate of world potential is 
impossible. 

With waves both the potential energy 
(the difference in pressure between crest 
and trough) and the kinetic energy (their 
movement) can be harnessed. The con¬ 
verters are designed accordingly, ranging 
from buoys that convert fluctuations in 
pressure into electric power to units that 
work along waterwheel lines. 

In Algeria experience has also been 
gained with canals that grow steadily 
narrower, speeding the v^aves to drive a 
turbine. Wave power stations have so far 
been mainly pocketsized units to power 
buoys and lighthouses, but a number of 
plans have been drawn up for exploiting 
wave power on a larger scale. 

Eighteen months ago Dornier published 
a survey claiming that wave power could 
be exploited at reasonable expense by 
using the primary energy converter as a 
pump. The wave-powered pump out at 
sea would be linked to a land-based 
generator, or alternatively to a compres¬ 
sed-air storage tank, a pump storage 
works, a desalination plant or basins in 
which algae are bred to produce biolo¬ 
gical fuel. 

Japanese Experiment 

Japan is testing the Kaimei, a buoy 80 
metres long. The air displaced by the 
rise and fall of the wave surface powers 
a turbine genset. This experiment is 
the first time in the history of such sys¬ 
tems that electric power generated at sea 
has been piped to the coast by cable. 

In addition to Japan, America, Canada, 
Britain and Ireland are associated with 
the project, which is partly financed by 
the International Energy Agency, Paris. 

Lockheed are working on another 
principle, the wave dam atoll. It relies 
on a gigantic dome, the atoll, that is 
lowered into the water. Only the tip 
protrudes. The effect, induced by the 
artificial reduction in water depth, is that 
waves break on the dome, flowing into 
guide v\ings in the centre of the atoll. 
The water is then channelled into a 
cylinder below the centre of the dome 
where it flows down in a spiral, powering 
a turbine wheel before emerging below 
the struclurc and flowing back into the 
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sea. The wave dam atoll is designed to 
generate two megawatts and is scheduled 
to be operational by 1986. 

The US Department of Energy plans to 
commission by 1985 pilot projects to 
generate between 10 and 40 megawatts 
from surface heat in tropical waters. 

As estimated by £. Knoernschild 3,000 
thermal power stations in the Caiibbean 
and the Oulf of Mexico could generate 
285,000 megawatts in a working year of 
7,000 hours. 

Suitable Locations 

Other locations suitable for floating 
thermal power stations would be, for in¬ 
stance, the approaches to the Red Sea and 
off New Guinea, Java and the Philippines. 

How do they work ? The technique, 
with which experiments were conducted 
50 years ago off Cuba, is based on the 
establishment of a thermal circuit in 
which surface water of up to 28is 
cooled by water from the lower 
reaches of the ocean. 

A distinction is made between a closed 
circuit and an open one. In the former, 
energy is transferred to a medium, am¬ 
monia, via heat exchangers. The ammonia, 
converted into steam, powers a turbine. 
One of the difficulties with a closed cir¬ 
cuit is fouling by algae on the water sur¬ 
face of the heat exchangers which play a 
vital role in the process. Open circuits 
are less prone to fouling and are current¬ 
ly envisaged by the Westinghousc Corp. 

The open circuit functions as follows: 
Warm sea water is fed to a condenser, 
where some of it is condensed by virtue 
of the low pressure. The steam powers 
a turbine, then runs into another con¬ 
denser, where it is condensed by being 
mixed with cold water. The resulting low 
pressure accelerates the steam current, 
but as very little steam is created, the 
process calls for very large units. The 
diameter of the proposed condensation 
surface is put at JOO metres in this 
German-American joint project. The 
Technology Review, published by the MIT, 
has came out in favour of this category 
of marine power station, emphasising 
their expected lifespan of 40 years. 

Source : Sudeutsclw Zeitu^* 



. Point of View 

Managerial Effectiveness 

Managers need to adjust thefr qualities of flexibility according to the 
exigencies of the situation. A manager should be adaptive, 
open-minded and oriented to reality. A single basic style would 
lead to low effectiveness. Yet a manager who uses a wide range 
of behaviour where the same flex Is required will render himself 


to be yielding, unpredictable and 1 

NAr.EMENT HAS been considered as the 
function that concerns itself with getting 
things done tliroiigh others. At the same 
time, the manager of today is no longer 
in full control of the enterprise. He can 
no longer hire and fire in a unilateral 
fashion. He can no longer employ the 
powers he formerly possessed to get his 
job done. Instead of being in complete 
command of his ship, the manager finds 
its direction often controlled through a 
series of vectors or forces outside his 
^ command. Various laws, codes, regu¬ 
lations and pressures of dilVerent kinds 
constantly affect the control he can 
exercise. 

Too much effort has been put into the 
definition of an ‘ideal’ manager’s per¬ 
sonality traits and not enough into 
judging how well he contributes to the 
company’s success. It is often forgotten 
that what we need is an agricultural 
analogy in ‘growing’ talent rather than an 
industrial one of ‘manufacturing’ it. 

Basic to the concept of growing talent 
arc the elfcctivcncss standards associated 
with every managerial job. These may 
not be explicitly written down or even 
known but they are always there to be 
taken note of. Indeed, elTectiveness is 
not a quality that a manager brings to 
a situation. It is something a manager 
produces from a situation by managing it 
appropriately. As such, it represents 
output, not input. What matters is not 
what a manager does but what he achieves. 
Interestingly enough, even if both input 
and output are low, a manager could 
easily be hundred per cent efficient but 
tero per cent effective. 

. It is common knowledge that over the 
course of their careers, managers are 
asked to be effective in a variety of ways. 



>o sensitive. 

At one period of their career, they find 
themselves closely directed by a hard- 
driving, production-centered senior 
manager. At another period, they may 
be virtually independent and may even 
work alone. At some other time, they 
may find themselves supervising up to 
the middle or junior managers and per¬ 
haps, later a small staff unit als.>. Some¬ 
times they wield a great deal of power: at 
other limes, they wield very lilile.The ques¬ 
tion, therefore, arises—what kind of mana¬ 
ger succeeds in all these varying situations? 
Certainly, a manager ought not to react 
to all situations in the same way. Some 
managers use one basic style consistently, 
whatever the situation. They are said to 
have low Hex. Other managers frequently 
use a variety of styles. They have a high 
flex. 

Modern management literature suggests 
that a manager wiih high Ilex is likely to 
be effective in every situation while a 
manager with low Ilex is likely to be less 
clfective in every situation. High flex 
behaviour is identified with ‘flexibility’ 
while low flex behaviour with ‘rigidity’. 
Flexibility is a measure of the extent to 
which a manager changes his style appro¬ 
priately to a changing situation, while 
rigidity is just the opposite of that. At 
the same time, the impression created is 
that one is generally good and the other 
is generally bad. Howe' er, the fact is 
that it is not always so. It is quite pos¬ 
sible for a high flex manager to make a 
mess of things because he is too willing 
to change his style in any situation. Low 
flex is sometimes just what the situation 
demands. 

Flexibility and rigidity, therefore, do 
not suggest more or less effectiveness in 
themselves. If a high flex manager is in 
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a situation where his wide range of b0T 
haviour is appropriate, he is perceived as:: 
adaptive, open-minded and oriented to.: 
reality. Managers sometimes need to 
have high flex in the apparently unchang¬ 
ing job they have. For example, a 
manager supervising some subordinates 
may find that two of them work best wh^ 
left alone, another two need continuous 
direction and yet three of them need to 
be motivated by objectives, while the 
rest need a supportive climate. Hence^ 
a manager may have to use different 
basic styles when dealing with persons 
who are dependent subordinates, ag- 
gresssive co-workers or one whose work 
has deteriorated. Obviousl)’, in such 
varying situations using a single basic 
style would lead to low effectiveness. 

Balanced Behaviour 

A manager with the sensitivity to read 
a situation for what it actually contains 
and the sensitivity to know what bq- 
haviour would actually constitute effeOr 
tiveness in it, is more likely to be effective. 
A manager who uses a wide range ol 
behaviour in a situation where the same 
flex is required, will be betraying style 
drift which makes him yielding, unpredict¬ 
able and perhaps, loo sensitive. 

Managers need to adjust their fle> 
according to the exigencies of circumS' 
tances. There lies a dial lengc for then 
to show effectiveness. At the same tiiuc 
the truly effective company must also b* 
capable of adapting according to chau^ 
ing conditions. A company that c^i 
make appropriate changes in its pro^ 
dures, structure, functioning, produ^ 
and the like, as and when required, *i 
well-equipped for the continuing setrC 
for elleciiveness. Today, applied ]b« 
havioural science is sufficiently sophiat: 
cated and its use can increase the 
tiveness as also the flexibility of 
vis~a-\ix the organisations where ilii 
work. In the ultimate analysis, tin 
manager is successful who has the abiffi 
to size up a situation. 

FEBRUARY 13, 1961 
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of View 
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Assets Distribution among Rural Households 

Dr. L. N. Dahiya 


; Rural assets are reported to have increased by 45 per cent during 
Vr the last two decades. The author who is associated with the 
Maharishi Dayanand University, Rohtak, has set out to assess the 
; economic inequality in regard to the distribution of these assets 
and has come to the conciusion that iarge holdings controi 
disproportionately large amount of assets. The overall distribution of 
r* assets shows considerable regional variations. The differences in the 
• : value of assets between the agriculturally advanced regions and those 
of backward regions, he says, are enormous. 


Considerable interest has been shown 
recent years in the study of economic 
Jaequalities in the rural sector of India 
:^esides Government and research bodies 
^^ch as that of the Reserve Bank of 
ibldia, the National Council of Applied 
Economic Research and the National 
Sample Survey Organisation, several 
. individual scholars have also made at- 
Ismpts in this respect. 


, Indeed there are a number of ang- 
from which economic inequali¬ 
ties in rural sector can be looked 
Mt Unequal distribution of land, which 
Is the major source of income in the 
: l^mral sector, is one such measure. The 
^ important measure in this regard 
i be thought of in terms of the pos- 
lion of assets by the rural households, 
this article, economic inequality is 
atured mainly uith regard to assets, 
biese rural assets have been reported to 
ease by 45 per cent^ during the last 
iwo decades (1951-71). 

;|: Our data are taken from the 26th 
ji^Dund of the National Sample Survey 
' ! ^SS) and pertain to the year 1971-72. 

position of assets of rural house- 
Jolds^ relates to June 30, 1971. The 
^j^nstituent items of total assets are 
1 cattle, (ii) buffaloes, (iii) other live- 
k, (iv) agricultural machinery, (v) 
i-form business equipment, and 
^i) transport equipment. 

For the pnrpoi^ of analysis, the States 
! been grouped together forming five 


BCONtMIlST 


distinct agricultural regions^ on the basis 
of agrO'Climatic condition as under : 


Region States 


Northern: Haryana, Himachal Pradesh, 
Jammu & Kashmir and Punjab. 

Central; Madhya Pradesh and Uttar 
Pradesh. 

Southern: Andhra Pradesh, Karnataka, 
Kerala and Tamil Nadu. 

Eastern: Assam, Bihar, Manipur, 
Mejihalaya, Orissa, Tripura and 
West Bengal. 

Western: Gujarat, Maharashtra and 
Rajasthan. 


The NSS has classified on the basis of 
area operated the households in 12 to 15 
classes. In this study, we have classified 
for the sake of analysis and comparison, 
these households into only five broad 
groups. These groups are landless 
(Zero hect. land), marginal (upto one 
beet.), small (1.01 to 4.0 hect.), medium 
(4.05 to 10.12 hect.) and large (10.13 
hect. and above). A comparative study 
of the size, distribution of households of 
different regions in rural India^qientioned 
above assumes a special significance in 
the context of regional planning. Such 
a study will shed light on the regional 
difference. 

In terms of coverage, all the States 
have been studied excepting the State of 
Nagaland for which there is no relevant 
data available. The other Union Terri¬ 


tories—Delhi, Goa and Pondicherry— 
which figure insignificantly in the context 
of the country as a whole have also been 
left out. 


Useful Tool 

In order to measure the inequality in 
the distribution of assets, concentration 
ratios have been worked out. A useful 
tool of summarising the degree of con¬ 
centration of a given distribution is the 
Gini ratio. The range of this ratio is 
from zero to one. The more equal the 
distribution the closer the ratio is to 
zero and greater the degree of inequality 
the closer the ratio to one. 

The following formula has been used 
n 

S=»Ai 

idojTioo 

where 2” Ai-(Pj-~Pj-,) (Q]+Qj-i) 

Pj«Cumulative proporaticn of house¬ 
holds in the jth household group. 

Pj—1 = Cumulative proporation of house¬ 
holds in j—j household group. 

Qj- Cumulative proportion of asset/land 
in jth holding group, and 
Qj—I=Cumulative proportion of asset/ 
land in j—, holding group. 

Let us first examine inter-Stateand inter¬ 
regional inequality in the distribution of 
assets. The data on the distribution of 
assets per average household and per 
agriculturally operated hectare are given 
in Table I. It is evident from this table 
that the distribution of assets is quite 
uneven. The recorded average value per 
rural household and per hectare of the 
area operated for the country as a whole 
comes to Rs 9,597 and Rs 5,964 respecti¬ 
vely. Among States and regions, there 
are wide disparities around these averages. 

Among States, the difference in the 
value of assets per household between the 
lowest and the highest is as large as 7.3 
times, it being merely Rs 3,398 in &e case 


468 



of Kerala and as high as Rs 24,946 per 
household for Punjab. However, the 
difference narrows down to 4.2 when 
assets per operated hectare arc considered. 
The number of States which are below 
the all-India average in terms of assets 
per household and assets per operated 
area is 11 and 8, respectively. The diffe¬ 
rence in the value of assets per average 
household between the ‘best' endowed 
(in terms of assets value) and the ‘worst’ 
endowed region is more than three times 
^it being the highest at Rs 20,450 for 
northern region and the lowest at 
Rs 5,457 in eastern region. Thus, the 
northern region records the highest asset 
value both in the terms of household and 
area. The southern and the ca.stern 
regions at the other end record the 
lowest asset value so much so that there 
is not even a single State from these two 
regions which has an average asset value 
equal to the national average. 

Poor Asset Value 

Again on the basis of the comparison 
made in terms of percentages of house¬ 
holds, assets and operated area, the 
southern and the eastern regions arc 
characterised by poor asset values. These 
regions taken together command even 
less tjian one third of the assets whereas 
their share in the total households comes 
more than half. The northern States, viz, 
Haryana, Himachal Pradesh, Jammu 
Sc Kashmir and Punjab together account 
for 11 per cent of the assets with only 
4.8 per cent of households and 4.9 per 
cent of the operated area. The remain¬ 
ing two icgions, the central and the 
western regions, occupy in that order 
intermadiate positions between these two 
limits. 

Table 11 shows the concentration of 
assets and area operated State-wise and 
region-wise. Concentration analysis ob¬ 
tained from the table indicates not only 
a higher degree of disparities in the 
distribution of both asset and operated 
area but also shows positive association 
between the two, However, it is signi¬ 
ficant to note that the coefficient of con¬ 
centration in case of asset which is .504 
for the country as a whole is much less 
than the similar concentration ratio of 
.692 for the area operated showing less 



unequal distribution for the former than hectare share even less than one-eighth 
the latter. The above conclusion is also of the total assets. On the other end, 
obtained in all the Stales with no ex- only 0.66 per cent households of the 
ceplion. As noted earlier, although there upper segment in Ihc Stale possess nearly 
is greater inequality in the distribution 13 per cent of the assets. The fact that 
of land as compared to all assets, there concentration ratio of assets in eight 
is greater variation in the concentration Stales exceeds the concentiation ration 
value in the latter than in the former, for alMndia implies a more skewed dis- 
Thc concentration ratio of assets ranged Iribution of assets in these States. It is 
from .122- the lowest—in Maghalaya to moderate in several other State:; and low 
.606—the highest—in Kerala. In Kerala in Meghalaya, Rajasthan, Manipur, 
for instance, the bottom Ihicc-fifths of Jammu and Kashmir and Himachal Pra- 
households with a holding size upto 0.20 desh. Among regions, concentration ratio 




Table 1 


1 

Distribution of Rural liouseholds. Assets and Area Operated- 1971-72 

Statc/Region 

Asset Per 

Asset Per 

Percentage 

Percentage 

Percentage 


Household 

Operated 

of House- 

of Assets 

of Ope- 


(Rs) 

Hectare 

holds of 

of each 

rated Area 



(Rs) 

each 

State to 

of each 




State to 

All-India 

State to 




AlJ-lndia 


All-India 

Haryana 

21961 

11103 

1.48 

3/39 

1.80 

Himachal Prade.sh 

17956 

12934 

0.54 

1.00 

0.47 

Jammu & Kashmir 

16937 

15054 

0.73 

1.28 

0.50 

Punjab 

24946 

15170 

2.12 

5.52 

2.15 

Northern Region 

20450 

13.565 

4.87 

11.19 

4.92 

Madhya Pradesh 

12576 

4365 

7.82 

10.28 

14.08 

Uttar Pradesh 

10978 

9305 

18.78 

21..58 

13.74 

Central Region 

11777 

6835 

26.60 

31.86 

27.82 

Andhra Piadesh 

7693 

4847 

8.88 

6.59 

8.12 

Karnataka 

8311 

3706 

5.54 

4.81 

7.75 

Kerala 

3398 

7558 

3.26 

1.15 

0.91 

Tamil Nadu 

5680 

7393 

7.45 

4.43 

3.55 

Southern Region 

6270 

5876 

25.13 

16.98 

20.33 

Assam 

6621 

7038 

2.72 

1.88 

1.56 

Rihar 

5612 

5694 

10.48 

6.14 

6.42 1 

Manipur 

7039 

7006 

0.18 

0.12 

0.10 1 

Meghalaya 

6953 

7(K)2 

0.23 

0.16 

0.13 

Orissa 

3637 

3541 

5.21 

1.98 

3.31 j 

Tripura 

3663 

4604 

0.24 

0.09 

O.iO 

W. Bengal 

4676 

6045 

7.07 

3.46 

3 40 1 

1 

Eastern Region 

5457 

5847 

26.13 

13.83 

15.02 

Gujarat 

16888 

7183 

4.65 

8.22 

6.82 

Maharashtra 

10688 

4071 

8.74 

9.77 

14.32 

Rajasthan 

20104 

4523 

3.88 

8.15 

10.77 

Western Region 

15893 

.5259 

17.27 

26.14 

31.91 

All-India 

9597 

5964 

1(K).00 

100.00 

100.00 




Source: NSS, 
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is the highest in the case of the southern 
region and the lowest in the eastern 
region. The distribution of assets in 
other regions is moderate. A close in¬ 
spection of the concentration ratios given 
in Table 11 would reveal that the value 
of total assets tend to be highly concen¬ 
trated in Kerala, Tamil Nadu and Andhra 
Pradesh, all falling in the southern region. 

Unequal Distribution 

Let us now turn to examine the asset 
position of each separate group of house¬ 
holds in detail.* The unequal distribu¬ 
tion of assets among different size groups 
of holding is evident from Tabic Ill. The 
extent in the inequality of assets among 
different categories of households may be 
gauged from the fact that for the coun¬ 
try as a whole, 27.4 per cent (numbering 
31,486,000) of the households which belong 
to the category of landless account for a 
mere 5.7 per cent of the total assets re¬ 
ported by all the housholds. On the other 
extreme, only 2.24 per cent of the house¬ 
holds each cultivating 10.13 hectares or 
more belonging to the upper segment of 
households in terms of holding size ac¬ 
count for 12.4 per cent of the total assets. 
Thus their share in these assets is dispro¬ 
portionate and is many times larger than 
their share in total rural households. 
Evidently a small number of top house¬ 
holds in the country control a major 
share of the resources employed in agri¬ 
culture and are essentially very strong in 
terms of resource endowments. 

For the country as a whole the diflFe- 
rence in the average value of assets for 
lowest and the highest household is as 
large as 40 times, it being Rs 1991 for 
the former and Rs 79,184 for the latter. 
In case of marginal farmer who consti¬ 
tute a little more than onc-fifth of the 
total households in the country, they 
share even less than one-seventh of the 
assets and one-tenth of the area. Small 
households comprising two-fifths of the 
households share a litt’c more assets than 
their share in total households. Thus 
the position of small households in the 
matter of assets is definitely distinct from 
the two categories of households mention¬ 
ed above. Medium households consisting 
8 per cent of the total households share 
, more than onc-forth of the assets and 


nearly one-third of the area. From the 
foregoing analysis it becomes abun¬ 
dantly clear that landless and marginal 
households are placed in a very disadvan¬ 
tageous position in the matter of distri¬ 
bution of assets. And this is why most 
of them who do not own implements and 
other assets have no option but to sell 
their labour power to fellow farmers.* 
Inequality in the distribution of size 
groups of households further shows con¬ 
siderable regional variation. The position 
of landless and marginal households in 
the matter of assets in the northern re¬ 
gion is not as worse off as their coun¬ 
terparts in the rest of the country. In 
the northern region 30 per cent of the 
landless households share among them¬ 
selves 8.6 per cent of the total assets 
whereas 24.2 per cent such households 
in the western region share only 3.8 per 
cent of the total assets. For instance, 
in the State of Haryana in the norrhern 
region, the value of assets per landless 
household works out to be Rs 7267 


as against Rs 3116 in Gujarat in the 
western region. The position of margi- ^ 
nal households is quite vulnerable in' 
West Bengal in the eastern region, Maha¬ 
rashtra in the western region and Karna¬ 
taka in the southern region. In these 
States, the percentage of marginal house¬ 
holds exceeds the all-India percentage in 
this regard but is far below in assets. In 
case of small households, it is interesting 
to note that their percentage share in as¬ 
sets exceeds the similar household share 
in all the States barring the States of 
Madhya Pardesh and Rajasthan. This find- 
ing is quite contrary to the popular belief 
held by many that small households are no 
better than the landless and the marginal 
households in the possession of assets. 
Certainly they are. 

Among different regions, this class of 
small households is relatively better 
off in the eastern region where 32 per 
cent households share 51.7 per cent of 
the total assets. Like small households, 
medium households arc also in a better 


- 

TaBLI: II 

Concentration Ratios of the Distribution of the Household Asset and Household 
Operated Area of Rural Households, 1971-72 


Stale/Region 

Household 

Asset 

Household 

Operated 

Area 

Slate Household 
Region Asset 

Household 

Operated 

Area 

Haryana 

.471 

.618 

Assam 

.412 

.632 

Himachal Pradesh 

.270 

.513 

Bihar 

.545 

.648 

Jammu & Kashmir 

.254 

.434 

Manipur 

.208 

.424 

Punjab 

.557 

.778 

Meghalaya 

.122 

.531 

Northern Region 

.388 

.584 

Orissa 

.522 

.649 

Madhya Pradesh 

.471 

.606 

Tripura 

.422 

.554 

Uttar p. adesh 

.492 

.616 

W. Bengal 

.548 

.647 

Central Region 

.482 

.611 

Eastern Region .397 

.586 

Andhra Pradesh 

.579 

.746 

Gujarat 

.507 

.695 

Karnataka 

.399 

.668 

Maharastra 

.496 

684 

Kerala 

.606 

.688 

Rajasthan 

.291 

.599 

Tamil Nadu 

.575 

.716 

Western Region.431 

.659 

Southern Region 

.540 

.705 

All India 

.504 

.692 
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yposition in this region in as much as they 
^ share more assets compared to their 
counterparts elsewhere. 

Jn case of large holdings with a size of 
10.13 hectares and above, there is a con¬ 
siderable regional variation in the matter 
of assets. Their share in assets exceeds 
much in proportion and is many times 
larger than their share in households. 
The size of household seems to be as¬ 
sociated with ever-increasing asset value. 
A This category of househclds is particul- 
ll^ly strong in the northern and southern 
^Rfeions where substantial change in agri¬ 
culture due to adoption of new produc¬ 
tion technology has taken place. These 
two regions taken together own merely 
2.9 per cent of such households but com¬ 
mand per cent of total assets and 
27.3 per cent of operated land. These 
are also the regions where the share of 
landless households is predominant and 
much higher than the all-India percen¬ 
tage. The relatively weak position of 
this category of households is seen in the 
4eastern and western regions. This may 
be attributed to the fact that the total 
assets get split over a large number of 


households and area in these regions. 
This is particularly true in case of the 
western region where the percentage of 
households belonging to this category is 
7.2 (2.2 per cent all-India) and the per¬ 
centage of area covered is 38 (22.8 per 
cent all-India). 

We have examined above the distribu¬ 
tion of assets among households in the 
rural sector of the country. We can now 
summarise the major findings of this 
study. 

There is a higher degree of disparities 
in the distribution of both assets and 
land area in the country but the inequ¬ 
ality is less severe in the former than the 
latter. 

> The overall distribution of assets and 
land shows considerable regional varia¬ 
tions. The differences in the value of 
assets between the agriculturally advanc¬ 
ed regions and those of the backward re¬ 
gions are enormous. 

Large holdings control disproportiona¬ 
tely large amount of assets in terms of 
average per household. 

An important policy implication of the 


finding in the study is that a reduction 
in asset inequality between the regions 
and among households calls for a mean¬ 
ingful development strategy otherwise, 
the disparity between the best and the 
worst regions and between the large and 
small farms would further be accentuated 
in the face of rapid technological break¬ 
through in agriculture 
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Table III 

Distribution of Housholds, Assets and Operated Area Size Holding-Wise : 1971-72 
Region Percentage of Households Percentage of Assets Percentage of Area Operated 


Landless Marginal Small Medium Large Landless Margi. Small Medium Large Marginal Small Medium Large 


Northern 


Region 

Central 

30.2 

28.7 

30.8 

9.1 

1.4 

8.6 

21.0 

40.6 

22.3 

7.5 

12.2 

44.2 

31.8 

11.8 

Region 

Southern 

20.3 

29.6 

35.8 

11.4 

2.9 

3.8 

12.7 

43.0 

29.1 

11.4 

9.5 

42.7 

30.7 

17.1 

Region 

Eastern 

29.9 

40.4 

22.3 

5.9 

1.5 

5.5 

26.8 

37.5 

19.2 

II.O 

19.1 

40.7 

24.7 

15.5 

Region 

Western 

19.9 

45.8 

32.0 

1.7 

0.6 

3.8 

32.9 

51.7 

lO.O 

1.6 

23.4 

61.6 

12.6 

2.4 

Region 

All- 

24.2 

17.8 

30.2 

17.5 

7.2 

3.8 

8.9 

34.2 

31.6 

21.5 

3.2 

24.3 

34.5 

38.0 

India 

27.4 

22.9 

39.4 

8.1 

2.2 

5.7 

15.2 

41.2 

25.6 

12.4 

9.3 

37.5 

30.4 

22.8 


Source : Computed from NSS, 26th Round, No 215 J 
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Focm on Indvutry 


Demand for Sulphuric Acid 


At pKEStN'i there are 71 plants in opera¬ 
tion in the country producing sulphuric 
acid with a total annual installed capa¬ 
city of 3,616,500 tonnes per annum. 
The capacity presently under implementa¬ 
tion for which industrial licences have 
^cen issued is 247,500 tonnes. The total 
Ifeapacity under impleniintation including 
projects likely to mat rialisc out of 
letters of intent issued is 1,193.000 tonnes. 
The fifth Plan targets, achievements, 
along with projections for future arc 
given below: 

Production Projeefons Till 1987-88 


I9XI-K2 I9S2-83 1983-84 1987-88 


Estimated 





demand 

.^0() 

3.15 

- 

5 50 

Proposed 
targets 
(a) Capa¬ 
city 

4.00 

4.10 

5.80 

7.50 

(b) Produc¬ 
tion 

3 00 

3.15 

3.80 

5.50 


The minimum economic size of the 
plant is dependent on many considera¬ 
tions. When captive use is envisaged, 
limitations will be imposed by such 
captive potential for consumption which 
is determined by the economics of the 
downstream plant. While capacity of 
1000 tonnes per day and above for sul¬ 
phuric acid is feasible for the fertilisers 
industry, such large ca'aciiies arc not 
rcqui'cd in other irdustrics. Considering 
the present status of industries other 
than fertilisers and the limitati ms cn 
transport of the acid over long di t nces 
a capacity of 100 tonnes per day cou d be 
considered as the minimum economic size 
of the plant. 

Invest mint required for a 100 tonnes 
per day plant would be of the order of 
Rs 15 million out of which about Rs 0.8 
million will be in foreign exchange. 
Plants of larger sizes would costless per 
unit output. A broad computation of 
investments requiied to meet the propos¬ 
ed capacity is lablulated below: 


1 he manufacture ofphosphatic fertili¬ 
sers and a inn ionium sulphate by acid 
route presently in the country accounts 
for a consumption of nearly 65 per cent 
of sulphuric acid produced. The growth 
of the suipluiric acid industry is, there¬ 
fore, largely dependent on the future 
plans to develop capacity of fertilisers in 
the country. 

Other areas envisaging use of subs¬ 
tantial quantities of tue acid are in the 
manufacture of viscose rayon, titanium 
dioxide, aluminium, sulphaics (ferric and 
pure) and zinc sulphaic. Oiher uses 
include the manufacture of bichromates 
and inorganic salts, cldoro sulphonic 
acid, hydrolluoric acid, etc. Sulphuric 
acid also finds use in chlorine drsing 
concentration of nitric acid etc. Minor 
quantities arc aKo used in explosives, 
uranium ore processing, lead acid cells 
(battery grade acid), textiles, pulp, petro¬ 
leum refining, tanning, dyeing etc. 


Period Proposed investment 

(Rs in millioi.) 


200 

200 

200 

150 


The investment figures arc likely to 
vary depending on the size of the various 
sulphuiic acid plants that will be setup. 
Estimates given above arc based i n 
present day costs and no escalation is 
taken Into account. 

Sulphuric a id production in the 
country is by and large based on ele¬ 
mental sulphur. Iron pyrites is an alterna¬ 
tive raw material. At Sindii, a capacity 
of 132,000 tonnes of sulphuric acid based 
on pyrites fn>m Arnjhore is already in 
operation and another plant with a capa¬ 
city of 275,000 tonnes has been under 
commission. 


1980- 81 

1981- 82 

1982- 83 

1983- 84 


A number of problems with regard to 
the operation of the plants are still to be 
solved. While the original plant with 
the capacity of 1.32,000 tonnes of sul¬ 
phuric acid per annum is operating at far 
below the capacity, certain modifications 
arc being carried out in one of the two 
streams of the new plant for reliability of 
operations, and the other is being con¬ 
verted to use sulphur. Besides, there are 
other plants in operation based on the 
smelter gases of copi>er and zinc metal 
plants. 

Sulphuric acid, because of its highly 
corrosive and hazardous nature, is not 
traded in large quantities in the inter¬ 
national market. It is also not transport¬ 
ed over long distances in any domestic 
market. 1 he prices arc directly linked 
with the pyice of sulphur. Oleum, with 
varying conccntratit)ns up to 65 per cent 
required inainly in organic chemicals 
industry can be advjriiagcously produced 
in sulphuric acid plunts. Some of the 
existing plants have facilities to produC( 
oleum. Liquid sulphurdio.\ide can aisc 
be produced by suitably installing sul 
phur dioxide sepaiaiion and recoverj 
facilities in tl c plants. 

Normally in sulphuric acid plants, th< 
coTivcrsicm of sulphurdioxidc into sulphu 
ric acid is of the order of 98 per cent 
Some ol the local ni muliicturing unit 
have reported that the conversion efli 
ciency of the local calaly.sts is low am 
also ha^ a low mechanic;il strength result 
ing in ducting and pressure drop in th 
converter calling for its sieving more oft4 
In the context of tho increasing awai^ 
ness of the need for reducing air pollutio 
from sulpliurdioxide, it is necessary nc 
only to ensure a iiiiniinuni of 98 per cei 
con version efficien.y but also to improx 
fu.ther. There is, therefore, the need f< 
improving the n cchanical strength an 
eHiciency of the sulphuric acid cataly 
produced within the country. 

—Hardev Sio) 
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Indian Oxygen Limited 


Chairman's Statement 



RUSSI MODY 

The following is the State¬ 
ment made by MrRussi Mody, 
Chairman, Indian Oxygen Limi¬ 
ted, at the Fortysixth Annual 
General Meeting of the Com¬ 
pany held on 6 February 1981. 

To the Members, 

You must all have read the Direc¬ 
tors* Report and the Managing 
Director's statement appearing in 
the Annual Report for the year 
1979/80. To this, there is very little 
that I can add. It would appear that 
we may look forward to more pros¬ 
perous years ahead. So far as share¬ 
holders are concerned, there can be 
no better evidence of this than the 
dividend we have recommended for 
your acceptance. 

It is after nearly fifteen years that 
you have now, once again, a non¬ 
executive Chairman. Before I pro¬ 
ceed to say anything further, I 
would like to pay a tribute to my 
predecessor, Mr K D Moore, who 
returned to England in May 1980, 
after serving as Chairman and 
Managing Director of your Company 
for over four years. These were very 
difficult years and it gives me great 
pleasure to record the appreciation 
of ail of us who came into contact 
with him and who are conscious of 
: the valuable services rendered by 

him to your organisation, 

|a8SIrk economist 


Dr Chakravarty, your Deputy 
Managing Director, retired in March 
1980, having served with distinction 
for many years. I would like to 
record our appreciation of his 
services. 

The Company is now in the capa¬ 
ble hands of Mr S D Singh, our 
Managing Director, from April, the 
1st, 1980. Mr Singh has been with 
the Company for over thirty years, 
starting as an engineer, and we look 
forward to greater prosperity in the 
years ahead under his leadership. 

I would also like to take this 
opportunity of welcoming Mr M M 
Sabharwal and Dr Graham Winfield, 
both of whom have been appointed 
members of your Board during the 
year under review. 

Although, as I have said before, 
your Company has now taken a 
turn for the better, it would indeed 
be wrong to be complacent. The 
improved performance has been 
brought about by giving greater 
attention to operations and more 
so by appropriate price adjustments. 
If our gains are to be consolidated, 
then we must labour abundantly 
in the twin fields of production and 
productivity. I am certain that it is 
only by achieving a higher standard 
in these that vve can lay the true 
foundation of prosperity of our 
Company.Therefore, we shall during 
the coming years strive for greater 
and greater excellence in everything 
we do. There can be no compromise 
with efficiency. 

There is, therefore, a lot of work 
for us to do within the Company. 
I am sure shareholders will be aware 
of the constraints under which we 
have had to function during the 
last few years. The greatest bottle¬ 
neck to higher production has been 
inadequacy of power, which is the 
most importont input for our Gases 
Division wh'ch, in turn. Is our most 
important division. To the extent 
that we have been able to do so, 
we have provided captive genera¬ 
tion for our other two divisions but 
this has not been possible for the 
Gasej Division because of its higher 
requirements. Shortages of steel 


and Inadequacy of transport have. 
added to our troubles. However, 
during the last one or two months 
there is a definite indication of 
greater vigour in our affairs and I 
am confident that the coming year 
will considerably ease the con¬ 
straints placed upon us by these 
extraneous circumstances. Add to 
this the very considerable pragma¬ 
tism displayed by the government, 
both at the Centre and in the 
States, and there is no need for us 
to be despondent. I would, how¬ 
ever, like to say that there is still a 
great deal that the government can 
do to encourage well-run industrial 
units such as ours. A fear,not entirely 
unjustified, of certain abuses in the 
private sector has resulted in an 
inability on the part of the govern¬ 
ment to distinguish between well- 
run and not so well-run companies. 
There are many companies like ours 
who are well-run and are in a 
position to make a considerable 
contribution towards the industrial 
development of the country but who 
are denied the freedom to expand, 
diversify and take advantage of the 
latest technology by various growth- 
stunting legislations. The sooner it 
is realised the better it will be, that 
a tonne of production is worth ten 
tonnes of ideology. 

There are two areas in which we 
must make progress in the years ta 
come. The first is in the area of good 
human and industrial relations. A 
large number of the complications 
that arise between management 
and workers today is because of 
lack of communication and mis¬ 
understanding of each other's 
points of view, leading to mistrust 
and suspicion.This can be overcome 
if we have closer involvement of 
workers and management at all 
levels with a genuine desire to re¬ 
solve all issues leading to better 
understanding and improved work¬ 
ing environment. In the coming 
months it will be the endeavour of 
your Company to work towards 
this end. 

The second area where your 
Company has now to take, positive 
steps is In the area of community 
development, particularly in rural 
areas, by aiding in various ways 
poi^ole less fortunate than ourselves 
who need our help. A beginning 
will be made in this area also du¬ 
ring this year and I hope to be able 
to give more details of what we will 
be doing vvhen we meet next. 

iwiim 
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Before 1 conclude, I would draw 
your attention to the Managing 
Director's report wherein he has 
mentioned that the past year has, 
by and large, been free from indus¬ 
trial strife. I would, therefore, like 
to take this opportunity to thank 
every member of our organisation 
not only for maintaining industrial 
peace but also for the contribution 
that they have made towards a 
satisfactory year's performance. 


6 February 1981 


Calcutta 


Note; This does not purport to he a 
record of the proceedinys of the meeting. 
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iflmlalco's Energy 
paving Drive 

I'The Indian Aluminium 
ICompany has launched in the 
5 past few years a concerted 
J drive to reduce its energy re- 
i quiremenis. The results have 
! been quite wholesome. Bet- 
; ween 1974 and 1979, a saving 
of 10 per cent has been effect¬ 
ed in the power consumption 
by its smelters and 20 per cent 
by its rolling mills. Through 
reuse of rolling oil, after re- 
• moving acids and water, the 
^^ponsumpt'on of rolling oil has 
:.jbcen brought down by 20 to 
' 43 per cent in the various op¬ 
erations from alumina manu¬ 
facture to fabrications. As 
; much as 50/60 per cent of 
rolling oil, thus is being re¬ 
used. Import substitution of 
. equipment has also been fos¬ 
tered a great deal and cquip- 
; ment imports for the alumina 
and smelter sections have been 
; brought down over the past 
i 15 years to just 8 per cent 

i from as high a percent j ge as 
40. 

Another notable achivement 
f of INDAL has been the manu- 
^ facture of special aluminium 
talloy components for the 
• SLV-3 rocket that launched 
Ithe Rohini satellite. 

The increasing use of alu¬ 
minium in various industries 
in itself is contributing signi- 
, ficantly to reducing energy 
consumption. In transport, 
the development of aluminium 
. panelling has resulted in in¬ 
creased payload capacity and 
savings in fuel. For defence, 
aluminium's excellent strength 
to weight ratio has made it 
' the ideal choice for vehicles, 

:■ bridges and armaments. New 
ivdcv^pments like the hinge 
rplate trackway sections have 
for greater manoevr- 
IPbility on difficult terrains. 

electrical and structural 
|.ai 9 licatiw ranging from heat 
l!cx^ang«to cables, conduc- 
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tors, busbars and distribution 
transformer windings ensure 
greater cost-and-energy effi¬ 
ciency- The development of 
special grades o1 alumina and 
dydrates has made it possible 
to meet the sophisticated needs 
of the electronic, chemical, 
refractory and ceramic in¬ 
dustries. 

Indian Engineering 
Trade Fair 

Business enquiries worth 
Rs 381 million were generated 
during the first three days for 
a variety of engineering pro¬ 
ducts on display at the fourth 
Indian Engineering Trade Fair 
here which opened on Feb¬ 
ruary 2. Overseas visitors from 
20 countries visiting the fair 
have placed business enquiries 
worth Rs 82 million for diesel 
engines, refrigerators, stabi¬ 
lisers, castings, welding ma¬ 
chine, profile, cutting machines, 
generators, weighing machines, 
loaders, bus-body manufac¬ 
ture, copying machines and 
compressors with participating 
companies. Enquiries are from 
Bangladesh, Saudi Arabia, Tan¬ 
zania, North Korea, France, 
Syria, Pakistan, Indonesia and 
Nigeria. 

Indo-N. Korean 
Protocol 

A Protocol for cooperation 
in the fields of agricultural re¬ 
search, education and irrigation 
was signed recently between 
India and the Democratic Peo¬ 
ple’s Republic of Korea. 

The protocol was signed in 
the presence of Mr So Guan 
Hi, Vice-Premier of Korea and 
Rao Birendra Singh, Union 
Minister for Agriculture and 
Rural Reconstruction. 

Speaking at the occasion, 
Mr Singh said the signing of 
the protocol was beginning of 
cooperation in many more 
fields. He said Korea's adhe¬ 
rence to non-alignment policy 


will further strengthen the 
friendly ties between the two 
countries. 

The parameters of the proto¬ 
col are; exchange of scientific 
personnel; exchange germ- 
plasm and breeding material 
including seed and plant ma¬ 
terial; exchange of scientific 
literature and information and 
methodology in the fields of 
agriculture and irrigation; im¬ 
port and export of scientific 
equipments as available and 
required in the programme of 
common interest and mutually 
agreed upon; and grant of 
fellowship to scientific person¬ 
nel of the two countries. 

The two Governments would 
jointly formulate annual work- 
plans and would also facilitate 
the inter-institutional links bet¬ 
ween their respective scienti¬ 
fic research institutions and 
centres. 

Univenal Electric 
at the Trade Fair 

Universal Electrics' pavilion 
at the Indian Engineering Trade 
Fair is attracting large crowds. 
On display is a representative 
range of equipment they manu¬ 
facture in the firid of tariff 
metering and power protection 
engineering, fuses for the 
Defence and electronic digital 
instruments including line 
frequency monitoring systems. 

Universal Electrics started 
manufacture of tariff meters 
for domestic as well as for 
industrial applications in 1963 
in technical collaboration with 
Mitsubishi Electric Corpora¬ 
tion of Japan. Later in 1979 
they also collaborated with 
Mitsubishi Electric to manu¬ 
facture in India protective re¬ 
laying equipments thus identi¬ 
fying themselves with the most 
modern and uptodate power 
protection technology for 
generating stations and related 
transmission line networks. 

Amongst the notable items 
on display at the Fair are ver¬ 
satile Distance Protection Sche¬ 
me for transmission lines upto 
500kV, and the Motor Con¬ 
trol Centre and high precision 
special purpose machines. 
Having developed the systems 
engineering capability, the 
company is now diversifying 
into instrumentation pac¬ 


kages on turn-key basis. Fut- \ 
ture diversification program- ' 
mes include microprocesson- 
based energy and load man¬ 
agement systems, switchgear, 
etc. Besides, the company 
has recently started manufac¬ 
ture of complete range of con¬ 
trol panel accessories which 
are at display in their pavilion. 

Rayon Pulp Unit in 
Madhya Pradesh 

An agreement for establish¬ 
ing a rayon grade pulp factory 
with 30,000 tonnes annual pro¬ 
duction capacity in Bastar was 
signed between State Govern¬ 
ment and Birla Brothers at 
Bhopal recently. 

Tohacco Floor Price 

The Centre has fixed the 
minimum export prices for 
flue-curccl Virginia tobacco and 
other types of tobacco for the 
crop.sof 1981, 1980 and 1979. 
MEPof 1981 crop of lluc-curcd 
Virginia tobacco hus been in¬ 
creased from five per cent to ► 
ten per cent for various grades 
over the MEP of the 1980 crop. 
The MEPof 1980 and 1979 
crops of flue-cured Virginia 
tobacco continues unchanged, 
according to the Commerce 
Ministry. The minimum ex¬ 
port prices have been fixed 
“after giving due consideration 
to the recomm ndations of the 
Tobacco Board, the need for 
ensuring fair and remunerative 
prices to the growers and at 
the same time ensuring that 
prices in the international mar¬ 
ket do not become incompeti- 
tive. Some increases in various t 
types of charges like case pack¬ 
ing, bale packing, FOB charges 
and stripping charges have 
also been made. 

Cash Aid for 
Sanitary Casting 

The cash compensatory sup¬ 
port on sanitary castings has 
been slashed. Besides, the 
item has been separated from 
the category of 'other cast¬ 
ings’^ for purposes of cash 
support. As p«r the Govern¬ 
ment decision, sanitary cast- 
ings will now be entitled to a 
uniform cash incentive of only 
five per cent for all destinations 
against 12.5 per cent allowed 
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for export to America and 10 
/ per cent to other areiis under 
the category of iron castings. 
The decision came intoeifect 
on January 29, 1981. 

Indir-Czech Shipping 
Arrangement 

An agreement covering ar¬ 
rangements for transportation 
of goods between India and 
Czechoslovakia for 1981 was 
concluded between the two trade 
partners. The inter-Government 

K reement provides for the 
ntinuance of the regular 
ipping service for trade 
between the two countries. 

Shipping between India and 
Czechoslovakia is covered 
under an agreement between 
the two countries which came 
into force in December 1979. 
The present arrangements will 
help further strengthen the 
shipping links. India exports 
about 60,000 tonnes of oilcake 
and another 15,000 tonnes of 
general cargo to Czechoslo¬ 
vakia, while it imports about 
» 80,000 tonnes of general cargo. 

Rupee-Pound 
Exhenge Rete 

The rupee was upvalued by 
0.52 per cent, in terms of the 
pound sterling from February 
3. This follows the upward 
revision made by the Reserve 
Bank of India in the middle 
rate to Rs 19.30 per cent 
against Rs 19.40 per cent fixed 
on January 27, 1981. The pound 
has thus become cheaper by 10 
paise. 

The present revaluation of 
the rupee in terms of pound 
sterling comes after five succes¬ 
sive devaluations effected bet¬ 
ween December 22 and Janu¬ 
ary 27. With this upward re¬ 
vision of the rupee, the pound 
goes back to the level fixed on 
January 21 but is still costilier 
by 80 paise compared to the 
level on December 21, 1980. 

Scope for Exports 
to Philippines 

The Philippines offers a big 
market for Indian garments, 
rongineering goods, parts and 
equipment for various machi¬ 
neries and synthetic materials. 
This is the impression given to 
a high level FlCCl delegation 



which visited the Philippines. 
The delegation led by Mr 
Arvind N. Lalbhai held wide 
ranging talks with the Govern¬ 
ment and business representa¬ 
tives. According to a press 
release issued by FICCl, the 
Foreign Trade Minister of 
Philippines, Mr L. P. Villa- 
fuerte, while addressing the 
Indian delegation said that 
India could export over 1,000 
million spindles to the tex¬ 
tiles industry in the Philip¬ 
pines. The Minister also 
showed keenness to start joint 
ventures with Indian par¬ 
ties for the manufacture of a 
variety of engineering goods, 
readymade garments in other 
countries. The Indian mission 
was also informed that Philip¬ 
pines would extend facilities for 
.setting up of warehouses which 
could he utilised for exports to 
ASEAN and other countries. 

UK Coal Team 

A 27 member British mining 
mission recently held discus¬ 
sions with senior officials of the 
Union Departments of Coal and 
Heavy Industry on possible col¬ 
laborations particularly in the 
coal industry. The possibility 
of developing coal mines with 
the latest British mining tech¬ 
nology was closely discussed. 
After initial official discussions, 
the mission organised by the 
Association of British Mining 
Equipment Companies, has left 
in two groups to visit coal 
mines at Kothagudem and 
Abagund mines in Hyderabad 
and Nagpur coalfields. 

Maruti Tie-up 

The deadline for the submis¬ 
sion of firm collaboration pro¬ 
posals by international auto¬ 
mobile manufacturers for the 
recently nationalised Maruti 
Limited has been extended up 
to March 31, 198 L This is for 
the second time that the dead¬ 
line has been extended, the first 
being up to January 31, fol¬ 
lowing the failure of the world’s 
leading automobile manufac¬ 
turers to submit their proposals 
by December 31, 1980. The 
Minister of Slate for Industry, 
Mr Charanjit Chanana, who 
just returned from his second 
round of negotiations with 
Renault and Peugeot in France 


told newsmen recently that 
the Government has so far got 
only two firm collaboration 
offers which relate to these 
companies. 

However, the Industry Minis¬ 
try has received feelers from a 
large number of internationally 
well known manufacturers 
which include MAN-Volkswa¬ 
gen combine, the British Ley- 
land, British Ford, Japanese 
Honda, Toyota and Nissan, 
he said. The Minister said 
that as a result of his visit to 
the UK. the British Ford and 
British Leyland have agreed to 


submit their proposals to the'^ 
Government by the end of 
March next. He said all the 
collaborators are agreeable on 
the question of investments in 
India under the existing FERA'' 
guidelines and on buy-back 
arrangements. 

Coal Royalty Rato 
Raised 

The Union Government has/ 
decided to increase the rates 
of royalty on coal by an aver¬ 
age of about Rs 2 per tonuet 
which would enable the State 
Governments to earn substan- 


BHAKRA BEAS MANAGEMENT BOARD 

(IRRIGATION W;NG) 

Nangal Township (140124) 

CiLOBAl. TENDER NOTICE No: 1126/PR/34240. Sealed tender* 
induplicatcarcinvitedupto2p.m. on 20-5-81 by Shri R.M. Jolly, Superin¬ 
tendent, Procurement C/Siorcs & Disposal Division, Nangal Town ship- 
140124 District Ropar (By Name) for the purchase of the following Divling 
Equipment required for Under Water Inspcction/Rcpairs of Bhakra Dam 
Spillway :— 

1. 6 Nos. Diving Suits with accessories (Unit-Suits). 

2. 6 Nos. Breathing Sets with Arrangements for supply of Air from surface 
with accessories. 

3. 1 No. High Pressure Air Compressor-working pressure being 3500- 
4000 P.S.I. 

4. 2 Nos. Reduccr/Conlroi Panel for converting H.P. Air/mixed gases 
to L.P. air/mixed gases for supplying lo divers (for two divers). 

5. 1 Set Air Reservoir—3 Racks each of 4 bottles Bank (40m*). 

6. 480 metres H.P. Hose (Gails Hoses) in suila ble lengths with and fittings; 

7. 250 metres L.P. Hose Floating pattern (in suitable lengths with ent} 
fittings). 

8. 250 metres L.P. Hose sinking pattern (in suitable lengths with end fit¬ 
tings). 

9. 6 Nos. full face masks KMR 8/9/10 Band mask (with under water Tele¬ 
communication). 

10. 1 No. Two men recompression chamber with accessories and com¬ 
munication system. 

11. 1 No. Underwater TV Camera, suitable for scanning a large area, 
alongwith the viewer surface console and other accessories. 

12. 1 Set Under water cutting and welding equipment. 

13. 1 Set Under water lighting arrangement for flood lighting the area oj 
works (Dariell Allen lights/Burns & Sawyers) with two No. spare bulbs. 

14. 1 Set suitable cquip^nt for underwater inspectior. including box type 
underwater Inspection Chamber. 

Note : The Diving Team to be equipped with above items is required t< 
work in a depth of water varing from 50 Metres to 60 Metres. The equip 
ment offered must be of Modern Diving Technique i.e. “Surface Demam 
Diviiig Techrique” with all accessories and should foim a composite urt 
to ensure satisfactory performance. 

Earliest possible guaranteed delivery ^t^ou]d be quoted rs the Divip^ 
Equipments arc immediately rcquiicd. The CM.F. Cost, both in Rupee 
and Foreign Exchange, should be quoted. The rupee equivalent shall b 
arrived at by applying B.C. Selling rate of exchange as prevailing on bii 
opening date. The tenders should be valid for a minimum period of 
months. There arc nd tender forms. T he biddcis aie requested to quote 
their own letter heads along with detailed specificaiionssupportcd by techiti 
cal literalure/cafeloguc alongwith li>t of spare parts recommended fo 
normal functioning for 3-5 years. The bidders may specifically mention 
if similar equipment has already been supplied to any organisation in Indv 
Guarantce/Warrantcc for the offered equipment for its satisfactory per 
formance for three years is also required. Right to reject any or all tb 
tenders received without assignint any reason is reserved. 
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' tially higher revenue during the 
“'current fin neial year. An- 
iinouncing the Centre's tiecision, 
i|Energy Minister, Mr A.B.A. 
pChani Khan Choudhury told 
tthe meeting of the parliamen- 

I ' tary consultative committee of 
his Ministry held recently that 
State Governments would now 
1 get Rs 61 crorc during the 
'Current financial year, as against 
38.76 crorc royalty earned 
if;by them in the previous year. 
tlThe Minister said the new 
prates of loyalty ranged from 
f Rs 2.50 to Rs 7 per tonne, as 
’'jagainst the previous rates 
Pranging from Re 1 to Rs 5 
iiper tonne. The revised aver- 
!.age royalty rales works out 
to Rs 5.40 per tonne against 
’ the previous average rate of 
Rs 3.80 per tonne. He said the 
Government has also decided 
: to increase the rate of royalty 
on sand for stowing from 0.20 
-per tonne to Rs 0 40 per tonne. 

'heed to Boise 
|i)yestuff Export 

According to a study made 
by the Institute of Economic 
-Studies, India has been produ¬ 
cing dyestuffs of various 
groups such as azo dyes, b.isic 
dyes, disperse dyes, fast colour 
bases, napthols, optical, whit¬ 
ening agents, reactive dyes 
and organic pigments. There 
•are 26 units in organised scc- 
•tor with an installed capacity 
22,709 tonnes. The actual 
;production for the last few 
Jyears was been between 18,000 
ilo 19,000 tonnes. The pro- 
[duction target for 1982-83 has 
been placed at 32,000 tonnes. 
It is also proposed to increase 
^hc capacity to *10,000 tonnes 
keeping in view the export 
potential and indigenous de- 
idemand. 

The institute observeil that 
■n 1978-79 dyes worth Rs 29.18 
srorcs were exported which 
|!ell to Rs 22.18 croro in the 
blJowing year. Murin ’ April 
b November 1980 the cx- 
>ort of dyes and intermedia- 
es fell to Rs 1.'^.44 crores as 
jigaipst Rs 15.76 cri)rcs in the 
yi^ponding perfod last 
Hr. Even in the case of 
^ict Union there has been 
fhonsiderablc fall in exports. 

; India's shnie in the total 
iporld trade in dyestuffs is 

! 
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hardly one per cent and that 
India can easily build up of a 
production capacity worth 
Rs 100 crores for exports if 
concerted efforts are made 
in this direction. The insti¬ 
tute feels that setting up a 
special unit by the Govern¬ 
ment for arranging supplies of 
raw materials which may be 
either purchased locally or 
imported and supplied at in¬ 
ternational prices, will sub¬ 
stantially help the industry in 
its export efforts. 

The Institute has observed 
that the present export faci¬ 
lities by the banks to the dye¬ 
stuff exporters are not sufiicient. 
The packing facilities and post- 
export, finance come hardly to 
50 percent of their requirements. 
This dislocates the schedule of 
the exporters in production 
and exports. In the circum¬ 
stances the Institute feels that 
the exporters should be allow¬ 
ed to make use of the advance 
licence for the import of 
essential raw materials freely. 

Names in the News 

IVfr S.C. Kapoor has taken 
over as the Chairman-cum- 
Managing Director of National 
Building Construction Cor¬ 
poration. 

Mr P.B. Nayar, Chief Exe¬ 
cutive, Star Textile Engine¬ 
ering Works Limited, Bombay, 
has been elected National 
President of the Indian Insti- 



Mr P.B. Nayar 

tution of Industrial Engineer¬ 
ing for the year 1981. Mr 
Nayar has been closely asso¬ 
ciated with the Institution 


since 1957 and has contribut¬ 
ed substantially to the growth 
of the institution and the In¬ 
dustrial Engineering profesion. 
Apart from serving the cause 
as Chairman, President of the 
Chapters, Mr Nayar has been 
the Hon Secretary and Chair¬ 
man at the National level as 
well as Member of its Board 
of Examinations. He receiv¬ 
ed the Institutions National 
Award for his outstanding 
contribution in 1974. 

At the annuiil general 
meeting of the Indian Sugar 
Mills Association held recently 
the following office bearers of 
the Associatian were elected. 

President : Mr D.D. Puri 
Vice President : Mr H.C. 
Kothari. 

Ordinary Members ; Mr 
Pradeep Narang; Mr M.D. 


Khaitan; Mr S.C. Sharma 
Mr A.K. Kanoria; Mr Kamal 
Saraogi; Mr R.P. Ncv.itia; Mr 
D.R. Dani; Mr Madhava 
Prasad; Lala Bansi Dhar; 
Mr M.L. Modi; Mr Gurmit 
Singh Mann, Mr A.S. Ruia; 
Mr Bahiihali Gulabchand; 
Dr S.K. Somaiya; Mr E.V. 
Ram Reddy; Mr V.L. Dutt; 
Mr N.S. Parthasarathy; Mr 
N. Mahalingam; Mr P. 
Maruthai Pillai; Mr A.B. 
Dalar; Mr P.D. Kothari; Mr 
M.N. Pittk-; Mr M.P. Jhun- 
jhunwala; Mr O.P. Dhanuka; 
Mr M.L. Khandelia; Mr B.M. 
Thapar. 

Co-opted Members : Mr V.V. 
Nathan; Mr S.K. Jain; Mr K.K. 
Bakshi; Mr M.R. Shervani; 
M.P.. Mr P.C. Sawhney; Mr 
H.K. Srivastava; Mr M.L. 
Apte. 


CENSUS OF INDIA-1981 

(9TH FEBRUARY TO 5TH MARCH) 

DEGREE HOLDERS AND 
TECHNIC4L PERSONNEL SURVEY 

Along with the present Population Census, a survey 
of Degree Holders and Technical Personnel is being 
conducted in selected areas. 

If you possess: 

(i) a Degree (or equivalent qualification) in Arts, 
Science, Agriculture, Commerce, Engineering, 
Technology, Medicine or any other field; or 

(ii) a Diploma in Engineering, Technology or in any 
other professional field ; or 

(ill) a Certificate from ITI; 

and if you are residing in the selected area; 

the Census Enumerator will give you a form to be 
filled in. 

Please do fill in the form and hand it over to the 
Enumerator. 

Your cooperation will help the country in proper 
assessment of qualified Manpower. 

HELP COMPILE THIS VITAL INFORMATION 

COUNCIL OF SCIENTIFIC AND 
INDUSTRIAL RESEARCH 
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Tl Group's Expansion 
Programme 

The T.I. Group of Industries, 
Madras, plans to enter into 
three new lines of manufacture 
—ceramic fibre (an insulation 
material), new varieties of au¬ 
tomatic gauge control cold 
rolled steel strips and purlins 
(a new construction material). 
Disclosing this, the Managing 
Director of Tube investments 
of India Limited, Mr M.V. 
Arunachalam, told newsmen 
here a few days ago that the 
ceramic iibre projeci, which 
will cost Rs 5/6 crores, will be 
going into production at the 
Hosur plant of Carborundum 
Universal Limited, a company 
of the group, some time next 
year. Ceramic fibre will be a 
substitute for super refractories 
and help in saving energy in 
high temperature furnaces to 
the extent of 25/35 per cent. 
The new varieties of cold 
rolled steel strips will be pro¬ 
duced by Tube Investments 
under its modernisation pro¬ 
gramme which is expected to 
cost Rs4.5croies. They are 
required for several critical 
applications and have been 
developed through the com¬ 
pany’s own R and D effort. 
The purlins project will help 
bring down industrial cons¬ 
truction costs considerably. 

Mr Arunachalam felt that 
the Indian engineering indu¬ 
stry is very well placed for a 
quantum jump during the cur- 
reet decade. As an instance, 
he pointed out that Tube In¬ 
vestments had made a break¬ 
through in supplying 600,000 
feet of cycle chains to a major 
cycle manufacturing company 
in the United States which 
desires supplies from here to 
be doubled as expeditiously as 
possible. Next year the sup¬ 
plies are proposed to be aug¬ 


mented to 800,000 feet. The 
production facilities are being 
expanded to avail of the US 
concern’s offer. Tube In¬ 
vestments has also plans to go 
in for the manufacture of 
several types of industrial 
chains not yet produced in the 
country. 

Bright Outlook for 
Kothari (Madras) 

Kothari (Madras) Ltd is 
poised for a great leap during 
the next decade, according Mr 
K.S. Rangaraj, Director, who 
was representing Mr Kothari 
at an audio-visual presentation 
of the growth of the company. 
Speaking to newsmen recently, 
he said that the company pro¬ 
poses to double the capacity of 
its caustic soda plant and also 
to go in for the manufacture 
of chlorine-based chemicals. 
The major portion of the com¬ 
pany’s expansion programme 
of Rs 26 crores would be met 
from internal resources, with¬ 
out taking recourse to increase 
the paid-up capital, which 
would dilute the company’s 
capital base. In the field of 
electronics the company has 
plans to manufacture some new 
products in a big way. The 
company is going to double the 
plant capacity of Kothari Elec¬ 
tronics at a cost of Rs 8 crores, 
and shall be manufacturing 30 
million box type AC capacitors 
in collaboration with Plessey 
Italia. 

Reviewing the present indus¬ 
trial and economic policy, Mr 
Rangaraj considered the annual 
growth target of 10-12 per 
cent as quite reasonable. But 
he pleaded for some realism 
in the Government policy 
so far as the role of private 
sector was concerned. He em¬ 
phasised that present system 
of 'controlled economy’ should 


be substituted by *guided eco¬ 
nomy* which will go a long way 
in giving a necessary fillip to 
the rate of industrial growth. 

The profit^ of the company 
for the year 1980 81 is likely to 
be Rs 10 crores on a turnover 
of Rs 58 crore.s against a profit 
of Rs 9 crores on a turnover 
of Rs 44 crores in 1979-80. 
With the increasing trends in 
profit the company may con¬ 
sider an issue of bonus share 
to its shareholders soon. 

Schrader-Scovill 

Schrader-Scovili Duncan has 
reported a marked rise in its 
sales and profits during the 
yeiir ended December 31, 1980. 
The company’s gross profit 
has shot up to Rs 1.09 crore 
from Rs 41.84 lakh, its sales 
have more than doubled to 
Rs 5.17 crore from Rs 2.49 
crore. The Directors have pro¬ 
posed a final dividend of 12 
per cent, which together with 
the interim of 8 per cent makes 
a total of 20 per cent against 
15 per cent paid for 1979. 

I'he company’s performance 
during 1979 was considerably 
affected because of the 189 
days strikes. The offtake of 
the company’s valves during 
1980 was rather sluggish be¬ 
cause of the lower production 
of tubes by tyre producers. The 
company’s reduced sales to 
original equipment producers 
were, however, olfsci by the 
substantial increases in sales to 
trade and export markets. Its 
exports touched a record level 
of Rs 35 lakh during 1980. 
The company exports its pro¬ 
ducts to Sri Lanka, West Ger¬ 
many, Tanzania, and Thailand. 

Meanwhile, the company’s 
sales of fluid power products in¬ 
creased sharply and amounted 
to about rupees one crore 
during 1980. The expansion of 
the capacity at Kolhapur was 
completed during the year. 

Tne company’s net profit for 
1980 amounts to Rs 37.57 lakh 
against Rs 13.94 lakh after pro¬ 
viding Rs 5.51 lakh (Rs 4.50 
lakh) for depreciation, Rs 65.87 
lakh (Rs 23 lakh) for taxation 
and Rs 0.19 lakh (Rs 0.40 
lakh) for investment allowance 
reserve. The total dividend 
distribution will amount to 
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Rs 18.48 lakh against Rs 13.^ 
lakh. 

The company’s subsidiary 
Associated Polymers, has fared 
better with its sal /s increasing 
to Rs 27.30 lakh from Rs 13.^ 
lakh and gross profit to Rs 8.6; 
lakh from Rs 3.55 lakh 

Tractors India 

Tractors India has reported 
a marked rise in its sales dur¬ 
ing the half-year ended Decem¬ 
ber 31, 1980. Its sales for July- 
December 1980 have been plac¬ 
ed at Rs 10.06 crore against 
Rs 7.56 crore in the corres¬ 
ponding period of 1979. Its 
gross profit for the first half ol 
its current accounting year is 
estimated slightly higher at 
Rs 122.79 lakh against Rs 
121.37 lakh. 

The management slates that 
the drop in the profitabilitj 
has been mainly because oJ 
the company’s inability to in¬ 
crease price.s of its products 
to Government departments. 
It states that although sales 
have recorded an appreciable 
increase, the company’s profits 
have not registered a commen* 
suiatc rise because of tht 
higher cost of production with¬ 
out any corresponding increase 
in sale prices based on firnt 
commitments with various 
Government departments. 

Its net profit for the firi' 
half of its current accountin| 
year is Rs 36.82 lakh agains 
Rs 36.87 lakh after providini 
Rs 7.73 lakh (Rs 6 lakh) foi 
depreciation and Rs 78.2^ 
lakh (Rs 78.50 lakh) for taxa 
tion. 

Vam Organic 

Vam Organic Chemicals. whicJ 
is entering the capital marke 
shortly with a public issue o 
22 lakh equity .shares of Rs 1( 
each at par, proposes to com 
mcnce production of vinyl ace 
talc monomer products b' 
October 1981. 

The company, which will bi 
the first in India to produoi 
vin>l acetate, is setting U] 
its plant near Moradabad it 
Lit tar Pradesh in technical am 
fin me al collaboration with AI 
Bofors, a Swedish multina 
tional. The company’s plan 
will have an initial capacity o 
5,000 tonnes a year. 

The project is estimated ti 
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fteit Rs 13.67 crore and is be- 
Mllg finance] by the equity share 
^^pttal of Rs 346.50 lakh, pre< 
M«renoc capital of Rs 38.50 lakh 
pand term loans of Rs 982 lakh. 
If Of the equity capital, shares of 
I Rs 65.54 lakh have been subs- 
I cribed by the foreign collabo- 
||;:rators, and Rs 60.84 lukh by 
‘^thc Indian promoters, namely, 
^Hindustan Wires and Asso- 
^foiates. 

The management does not 
anticipate any problem in mar- 
^( fceting its products. As such, 
j' the demand for vam products 
j; is placed around 13,000 tonnes 
■; in 1981 which is expected to 
: increase to about 18,250 tonnes 
by 1985. At present, the en- 
’’ tire demand of vam products is 
! met through exports. 

■ The company will be pro- 
^ ducing acetaldehyde acetate 
, acid and acetate anhydride as 
:^intermediates which by them- 
selves have a considerable mar- 
ket in India. 

iSuncans Agro 

The profit of Duncans Agro 
Industries Ltd has amounted 
f to Rs 60.12 lakh for the year 
I ended September 1980 after 


depreciation and taxation 
against a loss of Rs 1.83 crore 
after depreciation and provi¬ 
sion for contingencies in the 
previous year. Sums of 
Rs 70,000 (Rs 1.50 lakh) from 
development allowance reserve 
and Rs 40,000 (Rs 2 lakh) 
from development rebate re¬ 
serve have been transferred. 
Allocations include Rs 3 lakh 
(Rs 2.70 lakh) for development 
allowance reserve, Rs 5.10 lakh 
(Rs 4.50 lakh) for investment 
allowance reserve and Rs 26.42 
lakh for revenue reserve. A 
taxable ordinary dividend of 10 
per cent (nil) has been recom¬ 
mended, absorbing Rs 20.31 
lakh. Usual preference divi¬ 
dend for the current year and 
the arrear preference dividend 
for 1979 have been paid. 

Bajaj Tempo 

The Directors of Bajaj Tempo 
have stepped up the dividend 
from 12.5 per cent to 15 per 
cent for the year ended Sep¬ 
tember 30, 1980. 

The company has shown a 
gross profit of Rs 8.17 crore 
against Rs 5.58 crorc in the 
previous year following sales 


ofRs 51.27 crore against Rs 
40.39 crore. 

After providing Rs 105.27 
lakh(Rs 92.91 lakh) for dep¬ 
reciation and Rs 56 lakh 
(Rs 35 lakh) for investment 
allowance there is a pre-tax 
profit ofRs 6.56 crore com¬ 
pared to the previous year’s 
Rs 4.30 crore. The Directors 
have not disclosed the amount 
provided for the tax liability. 

Gwalior Tools 

Sales of Gwalior Tools Ltd, 
increased from Rs 58 lakh to 
Rs 74 lakh in the year ended 
June 1980. The company made 
a gross profit of Rs 9.58 lakh, 
as against a loss of Rs 11,000 
in the previous year, The com¬ 
pany has been able to provide 
Rs 10.41 lakh for depreciation 
including arrears this year. 

Indian Oxygen 

India Oxygen.Limited (lOL) 
has displayed a wide range 
of its latest products at the 
Indian Engineering Trade Fair. 

Its ilame cutting machine, 
the first of its kind in India, 
can cut mctnl profiles from 
even pencil drawings through 


an optical scanner and mag¬ 
netic tracer. Up to four pro-v 
files can be cut simultaneously. ^ 

The company's semi*auto 
matic metal inert gas welding 
machine for sheet metal weld¬ 
ing of mild steel has also been 
introduced for the first time in 
the country. The extra facili¬ 
ties include those for spot 
welding, stitch welding and a 
single knob control. 

A welding transformer—with 
cordless remote control facility 
and a voltage reducing safety 
device has been especially^ 
designed for high altitude weld¬ 
ing and is also made available 
for the first time in the country. 

Rajasthan Syntax 

Shree Rajasthan Syntex, a 
joint sector 25,000-spindle unit 
at Dungarpur, commenced 
trial runs recently. The unit 
has been commissioned in a 
record time. 

In the first phase, 13,680 
spindles are being installed and 
the turnover is expected to be 
Rs 10 crore. Another 4,320 
spindles are to be added by the 
end of the year. 
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ORIENT PAPER & INDUSTRIES LTD. 

(Regd. Office : Brajrajnagar, Orissa) 

Manufacturers of Superior Quality 
Printing-Writing, Packing-Wrapping Papers 
and Paper Boards. 

MILLS: BRAJRAJNA6AR-768216 - AMLAI-484117 
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HIGH PERFORMANCE FIBRE 

Most Ideal Complementary Fibres 
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be around Rs. 100 crores. 

Also, by March 1981 over Rs. 100 crores 
would have been sanctioned by 
GIIC for projects in the non-joint sectors. 
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Fobruary 12 

Canada promises to assist the Idukki 
project and ARDC to the extent of 
Rs 60.46 crores, according to two agree¬ 
ments signed between the two countries. 

The Planning Commission has em- 
\ phasised the need for improving the 
investment climate for new capital issues 
in order to reduce dependence of 
private industry on public financing 
iOvStitutions. 

Janata Party General Secretary, Mr 
R.K. Hegde formally announced election 
of Mr Chandra Shekhar as President 
of the party for another term. 

February 13 

The pound sterling has become chea- 
l^per by 20 paise following the upvalua- 
^tion of the rupee by 1.06 per cent. The 


middle rate is Rs 18.90 per pound 
sterling against Rs 19.10 hitherto. 

February 14 

The Sixth Five-Year Plan for 1980-85, 
approved by the National Development 
Council (NDC), envisaged additional 
taxation of Rs 3,110 by the Centre dur¬ 
ing the next four years. 

The average price of coal for Coal 
India and Singareni Collieries Co has 
been raised by Rs 26.84 and Rs 36.93 
a tonne respectively. 

The Non-Aligned Foreign Ministers, 
after 10 days formal and informal con¬ 
sultations at various levels, have adop¬ 
ted an economic document. 

A three-day Commonwealth confe¬ 
rence of Agriculture and Food Ministers 
ended here on Friday with a communi¬ 
que whioh called for the transfer of 


greater resources and expertise to 
developing countries by developed coun¬ 
tries. 

February 15 

The Non- Aligned meet in New Delhi 

draws up a 12 point plan of action 
through which the countries should try 
to alleviate the current international 
crises. 

The Union Government has once again 
brought down the floor prices of certain 
categories of readymade garments to be 
exported to quota countries during 1981. 

Hungary has announced a phased 
introduction of the five-day work week 
as on July 1, 1981. 

China registered a trade deficit of 
$568 million in 1980, narrowed from a 
deficit of $1.87 billion in 1979. 

February 16 

The pound sterling has become chea¬ 
per by 15 paisc following the upvaluation 
of the rupee by 0,81 per cent by the 
Reserve Bank. The middle rate now isRs 
18.75. 

Union Bank of India, a leading nationa¬ 
lised bank, has commenced operation in 
the United Kingdom. 

February 17 

The All-Assam Students Union (AASU), 
main sponsors of the foreigners move¬ 
ment, announced its decision to sit at 
“any kind of negotiation tabic” if it 
received a formal invitation from the 
Centre to find an amicable solution of 
the foreigners issue. 

The Reserve Bank of India upvalued 
the rupee for the second consecutive day 
by 0.81 per cent. The new middle rate 
is Rs 18.60 per pound. 

The Oil and Natural Gas Commission 
(ONGC) has drawn up an ambitious 
plan to produce 70 million tonnes of 
crude oil—50 from offshore and 20 from 
onshore wells-during the next five 
years. 

India and the USSR concluded the 

annual trade protocol for 1981 envisag- 
' ing a trade turnover of about Rs 2,200 
crores. 

European Community (EC) Finance 
Ministers increased the ceiling on the 
1975 oil facility to $7.2 billion from $3 
billion. 


lASlIRN BOQNOiqST 
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Chastened Sixth Plan 


We now have an Indira Gandhi version of the Sixth Plan in place 
of the original Morarji Desai one and the intermediate draft 
/ finalised in Charan Singhs time. When she came to power, Mrs 
; Oandhi threw out the earlier drafts as not good enough. She 
was also scandalised by the proposal to have a rolling Plan. But 
the new Planning Commission has come out with what in many 
' respects is merely a watered-down version of the Desai plan, 
i To this extent the Plan has rolled downwards with a vengeance. 

The Desai draft was a straightforward attack on the twin 
problems of employment and poverty. The Indira Plan has 
no such focus. It still emphasises employment and minimum 
needs, but has in fact scaled down most relevant targets. Thus 
the Desai draft aimed at 49 million man-years of additional 
employment, but the Indira draft aims at only 34 million man- 
years. The Desai document had a target ot 17 million hectares 
; of additional irrigation, which has now been scaled down to 
15 million hectares. The De.^ai draft aimed at electrifying 50 
i per cent of unelectrihed villages, and this has been cut to 40 
per cent in the Indira draft. The number of housing sites for 
' landless has been reduced from 8 million to 6.8 million. 

The watering down of employment and minimum needs 
I lias not been fully compensated in other sectors, though pros¬ 
pects for some industries like oil and commercial vehicles looks 
much brighter, thanks to Bombay High and Maruti. The 
Desai Plan had an outlay of Rs 69,380 crores in the public 
sector, which has been raised to Rs 97,000 crores in the Indira 
draft. This is a big jump. But if one takes into account in¬ 
flation and the fact that the Plan span has been shifted by two 
years, the real content is only marginally higher. The overall 
growth rate aimed at is now 5.2 per cent against the Desai 
target of 4.7 per cent, which looks like a sizable improvement. 
But the base year for the Indira draft, 1979r80, saw a drop of 
? five per cent in GNP and nearly 20 per cent in agriculture. 
This low base means that the new growth targets are in fact 
no more ambitious than the low Desai ones, and probably just 

f as unattainable. 

f' 

MSTERN ECONOMIST 


Inflation and the energy crunch have hit Plan projections. 
The situation has been partly rectified by a big resort to com¬ 
mercial borrowing from abroad and deficit financing. But 
this appears to be one sector in which the Government's 
estimates are far too pessimistic. The Plan envisages crude 
production of 21 million tonnes by 1984-85. But the Petro¬ 
leum Minister at his last press conference claimed that 
Bombay High would be producing 17 million tonnes by 1982-83' 
and its satellite fields another four to five million tonnes. Add 
the onshore production of 9 million tonnes, and one gets a 
grand total of 31 million to 32 million tonnes. The extra 10 
million tonnes will, if it materialises, convert the balance of 
payments deficit into a clear surplus. It will also yield subs¬ 
tantial domestic revenues on account of much higher ONGC 
profits. It seems highly questionable whether the proposed 
commercial borrowing will do anything other than to inflate 
our reserves, and will have the same effect as deficit financing. On 
the other hand higher domestic production will probably result 
in lower prices for petroleum products, as domestic crude is 
priced at ridiculously low levels. 

Deficit financing is projected at Rs 5,000 crores over five 
years. By most accounts, half of this has already been used " 
up in the very first year of the Plan. Most of the extra taxa¬ 
tion has also been done in this first year. It would be a god¬ 
send to have minimal taxation and deficit financing in the next 
five years, but one wonders if this will really happen. The 
plain fact is that planning has been a flop in India. We 
simply do not have the ability to implement good intentions on 
the all-encompassing scale envisaged. No wonder the RBI 
Governor, Dr I.G. Patel, has suggested that we might do away 
with the detailed sectoral calculations and voyages into 
decimal points which characterise our present method of 
producing Plans by the use of enormous matrices processed by 
computers. 

The share of the public sector is going to be S3 per cent iiHI 
the Sixth Plan, against 45 per cent in the Fifth Man. This 

nMum ao, l%i ^ 
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r Hibtfd put an end to loose talk wong leftists about stmcture which would have bankrupted most businessmen 
this Government being a rightist one. Of the total ago but for the fact that they conceal their real incomes. ' 

0 private sector savings of Rs 115,447 crores in the Plan And so we continue in the same old muddled path of public , 
period, no less than Rs 41,396 crores will be appropriated by sector bungling and Government meddling. The equilibrium ^ 
the public sector. This graphically illustrates the standard between Government meddling and the natural talents of om I 
pattern of milking the private sector to feed inefficient public people seems to have been reached at a growth rate of 3.5 per 
sector units. The various concessions offered to the private cent, and we have remained stuck in this groove of low growth 
sector in the last year amount to merely a scratch here and a for three decades. Indeed, Prof Raj Krishna has christened it i 
fiddle there. The overall scenario continues to be one of the Hindu rate of growth, which our professed secularism has ' 
overwhelming Government dominance buttressed by a tax failed to accelerate. 


Rallying Round Mrs Gandhi 


What POUT iciANS do is more important than what they say. 
At the kisan rally, however, what Mrs Gandhi said was at least 
as important. In referring to the kisan's three sons as being 
engaged in tilling the soil, defending the country and working 
the factories respectively, she made the point that needs to be 
made now more than ever-that India is one country and not 
two as suggested by Mr Sharad Joshi. There is no division 
between the towns and the countryside, and to distinguish 
between Bharat and India is pernicious. 

It is a pity that after all these years of independence and 
jg national integration (and things like that), Mrs Gandhi had to 
remind the nation of something that should not have been 
open to question at all. The towns need the countryside and 
vice-versa and any attempt to set one up against the other 
must be discouraged firmly. 

And firm is what Mrs Gandhi has been in dealing with the 
farmers’ agitation. But for her putting her foot down, men 
like Mr Antulay and Mr Gundu Rao would have meekly given 
into the many outrageous demands voiced by the agitators. 
Thus, she agreed to Rs 0.60 per kilo for onions (which is fair) 
and did not agree to Rs 30.00 per quintal for sugarcane (which 
is not). 

Mrs Gandhi, who spoke in a manner that can only be 
described as agitated, was very clear on one thing: she said 
4 that where the demands seemed justified, they vould be 
considered, but that it would not always be possible to grant 
the concessions if the overall economic health of the country 
did not permit it. The message to the organizers of the 
farmers' agitations is clear: don’t exploit sectional interests. 

Apart from this, there was nothing new or particularly wis^ 
that she had to say; which brings us to the question of why it 
was necessary to stage the rally at all. General opinion seems to 
be that it vas unnecessary particularly in view of the huge 
mandate that the Congress-I received last January and June. 
Looked at from this perspective, perhaps there was no need. 
But it is useful to look a little deepen 

The farmers' agitation is a real grass-root movement which 
is partly justified and partly not. It would also be dangerous 
to the extent that it could lead to fissiparous tendencies. 
The movement has by-passed the political parties and the 



opposition parties are now trying to jump on to the bandwagon. ^ 
Politically, therefore, it was a master-stroke to pre-empt 
opposition rallies of a like nature. It is instructive to rec^ 
that Mr Raj Narain had requested permission to hold his rally 
on the same date (permission denied, obviously) and now 
intends to hold one in March, as do the parties who under¬ 
took the long march to Nagpur. 

The net result of the rally, therefore, is that it has effecti¬ 
vely put paid to the claims of the opposition parties, (particu¬ 
larly the Lok Dal which had organised one in December 1978) 
to represent all farmers. It is amusing to recall that none of 
the opposition parties objected to Mr Charan Singh’s rally or 
the ones being planned now. This kind of hypocrisy is 
exemplified by the fact that the very people who had insisted 
on the decontrol of sugar in 1978 are now insisting on a price 
of Rs 30 per quintal for canc. Admittedly, that too is a part 
of that great dishonest game called politics and if Mrs Gandhi 
plays it better than others, it is not for the Opposition to get 
righteous. 

The waste of time and money on Mrs Gandhi’s rally is 
patent, bat the same applies to Opposition rallies and long 
marches. 

Nobody pretends that ah the two million or so people who 
flocked to Mrs Gandhi’s rally were fervid supporters of her 
agricultural policies. They had been given a free trip to Delhi, 
and it would be better to describe them as cut-rate tourists than 
farmers. One does not know if (as Mr Lai K. Advani claims) 
the Con3res5([) spent Rs 500 per head. Inhouse estimates 
put the figure closer to Rs 100 per head, which still adds up to 
a formidable Rs 20 crores. However, it needs to be noted : 
that the money was spent in an cfl'icient manner. To co« 
ordinate the movement of two mill on people in and out of the ’ 
capital, set up 76 tented camps and in ike all the arrangements 
for food, direct the crowds and traffic without untoward 
incident, was an astonishing feat in organisation. The tragedy 
is that we are efficient only when money is splurged on 
political extravaganzas, and inefficient when it comes to spend¬ 
ing money on public sector schemes. If only Mrs Gandhi paid 
half as much attention to the economy as she pays to rallies, 
the country would be in much better shape. 
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Hur Oil Perspectivs 


Dr. A. K. Malhotra 


The TOTAL land area occupied by the 
sedimentaty basins in India is about 1.4 
million sq km or about 42 per cent of 
the total land area. Sedimentary basins 
offihore have an area of 380,000 sq km 
upto a water depth of 200 metres. The 
ratio of onshore and offshore sedimentary 
basin to the land area is considerably 
^ss in India as compared to the world's 
Ik a whole i.e. 42 per cent versus 75 per 
wnt on land and 10 per cent v/s. 33 per 
cent offshore. 

Of the total geological oil reserves from 
the various sedimentary basins in India, 
67 per cent are estimated to be offshore. 
The total recoverable reserves onshore 
are about 40 per cent while offshore oil 
is estimated at 60 per cent. For gas, 
recoverable reserves lie mainly offshore 
constituting about 93 per cent of the total 
recoverable reserves of gas. 

Projected Production 

According to present projections, the 
offshore areas of India will provide a peak 
recovery rate of about 300,000 BOPD and 
a total gas of about 21-23 MMCMD. It 
should, however, be noted that these 
Indian projections are based on existing 
proven reserves. They do not take into 
account any additional discoveries in new 
fields. And finding new oil fields is a 
function of the effort expended to find 
new sources of petroleum. 

Statistics on exploration drilling versus 
prospective areas are not readily avail¬ 
able. As can be seen from the table 
the US, which is the most densely 
explored area in the world, has an explo¬ 
ration drilling density of one well in IS sq 
kilometres of prospective area. The com¬ 
parative figures in India would be (for 
ONGC) of the order of one well in every 
750-1000 kms. Offshore, the averages are 
75 wells for an area of 384,000 sq kms 
i.e. one well in every 4500 sq kms while 
^ore drilling figures by themselves do 
%ot necessarily indicate the presence of 
hydrocarbons, clearly the eflbrt made by 


India had been much smaller as compared 
to the US. 

Exploring Drilling Density—Onshore & 
Offshore 


us 

1/15 sq km. 

Europe 

1/500 sq km. 

SE Asia -V 


Latin America > 

1/1000 sq km. 

Africa ^ 


Middle East 

1/2000 sq km. 


Uptill now only 200 exploratory wells 
have been drilled in water-depths greater 
than 200 metres, i.e. the drilling density 
is 1/175,000 sq kms. 

According to Industry Statistics (1943- 
52 data), to find ultimate recoverable re¬ 
serves, the number of wild cats which had 
to be drilled are as given below: 


Oilfield 
(million bbis) 


No of 

(Gas wildcats 
billion eft) 


Class A 

50 

300 

422 

B 

25.50 

150-300 

219 

C 

10-25 

60-150 

84 

D 

1-10 

6-60/ 

27 


In the North Sea, over 51 dry holes 
were drilled before oil was found. Thus, 
there is inherent risk in oil exploration 
and it is important to remember that 
even new advances in technology have 
not eliminated that risk. 

A third factor of note is the increased 
activity in offshore oil industry in recent 
years. The offshore industry in 1979 
drilled a total of 2852 offihore wells—of 
which 1240 were in the US. It is expected 
that the number of wells will increase to 
4420 by 1985 thus placing great demands 
on equipment and materials. A typical 
exploratory well in the North Sea today 
costs adout $8-10 million, while the cor¬ 
responding figures for development wells 
in the North Sea and the Gulf of Mexico 
are $5 million and $3.1 million respecti¬ 
vely. The number of drilling rigs in 1979 


were 441—28 submersibles, 212 jack-ups, 
119 scmi-submersibles and 82 drillships/ , 
drillbarges. The costs of these units, 
varied from $28 to $37 million for a deep¬ 
water jack-up, $75 million for a semi- 
submersible and $79 million for a dyna¬ 
mically controlled drillship today, but 
these costs are going up rapidly. 
Thus, the facts are that not only will ex¬ 
ploration equipment be in short supply ; 
in the future, but that it will also be ex¬ 
tremely costly even when available. The 
increase in offshore activity around the 
world has been caused by the following . 
factors: 

—^Thcre is a shortage of oil in the inter¬ 
national market place and this will pro¬ 
bably persist throughout this decade; 

—The soaring prices of oil is opening 
up new offshore areas; 

—Geologists estimate that 40-45 per 
cent of undiscovered oil and gas produci¬ 
ble reserves will probably be found on 
continental shelves and margins-in areas 
which have yet to be explored; 

—LDC’s are keenly interested in initiat¬ 
ing explorations of their offshore areas; 

—^Improving political climate is permit¬ 
ting companies to make major investments 
on new technology and equipment; and 

—Improved geophysical technology is 
making offshore oil/gas easier to iind. 

Increase in Demand 

This increase in demand will skyrocket 
the demand for rigs, equipment, techno¬ 
logy, services and capital. The implica¬ 
tions of this sudden upturn in the offshore 
industry is bound to have profound impli¬ 
cations on the Indian offshore effort. 

The first step in offshore exploration in * 
India was taken by the Oil & Natural 
Gas Commission (ONGC) in 1962 when 
an experimental seismic survey was under¬ 
taken in the Gulf of Cambay by its own 
seismic party, resulting in the discovery 
of the first offshore structure, Aliabet, at 
the mouth of Narmada river. Another 
offshore structure, Tapti was detailed 
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25 km, east-south-east of Nazira. Soon 
after in 1964-67, regional reconnaissance 
(with locally semi detailed) surveys were 
undertaken by a Russian seismic ship 
*‘Akademic ARKHANGELISKEY” for 
the ONGC in the Gulf of Kutch, parts 
of the Gulf of Cambay and the Arabian 
Sea, areas oflT the coast of Kerala, Gulf 
of Mannar, Palk Strait, Coromandel coast 
and the Bay of Bengal. A number of 
structures, including the present Bombay 
High structures, were delineated in the 
Cambay Basin and indications of anticli¬ 
nal reversals were obtained in West 
Bengal, Godavari, Cauvery and Kutch 
Oi&horc. 

Detailed Survey 

In the early seventies. ONGC were en¬ 
trusted with the responsibility of explo¬ 
ration and development of the Bombay 
High region. Consequently, ONGC car¬ 
ried out detailed seismic surveys of Bom¬ 
bay High and some of its adjoining struc¬ 
tures. Since the hydro-meteorological 
conditions and sea-bed conditions in the 
Bombay High region are difficult and 
warranted serious study for the selection 
of drilling rigs and equipment to be 
(deployed before commencing drilling, 
ONGC, after obtaining expert opinion in 
diis respect placed order in Japan for 
fabrication of a jack-up type drilling rig 
in February 1971. The drilling rig ‘Sugar 
Samrat’ arrived in Bombay in 1973. Sugar 
Samrat commenced drilling operations in 
Bombay High on January 31, 1974. Three 
weeks later, on February 19, 1973, oil was 
discovered in a limestone reservoir. 

The offshore effort was further reinfor¬ 
ced by purchase of a seismic survey vessel 
“Anweshak” in July 1975. 

The India Continental Shelf i.e. upto 
water depths not exceeding 200 metres, 
covers an area of 380,OCX) sq kms. The 
estimated quantity of systematic recon¬ 
naissance and detailed seismic survey 
work to be done is 120,000 line kms. As 
of to-date roughly 111,000 line kms of 
survey work has been completed, using 
Anweshak and supplementing it by foreign 
survey vessels on contract. It is proposed 
to cover the balance of 10,000 line kms 
of work by February 1981 using Anwe¬ 
shak and foreign contract survey vessels 
aftet the monsoon of 1980. 


Continental slope is the area of the 
offshore between water depth of 200metre8 
and 2000 metres. The continental slope 
area in India covers about 400,000 sq. kms. 
Of this, ONGC is immediately interested 
in about 150,000 sq.km, in areas west of 
Bombay High and Ratnagiri Shelf and 
east of the Krishna-Godavari Shelf. 
There is also an area around Lakshadweep 
Island which is of interest. Seismic sur¬ 
vey work of the continental slope of a 
regional pattern to an extent of 9000 kms 
is proposed to be done from March 1980 
using Anweshak. This will be followed 
by systematic seismic work on a 100 km 
grid to be tentatively completed by June 
1982. This systematic seismic survey 
will involve shooting of 25,000 line kms. 
At that point of time, ONGC would 
have seized up the major prospects in the 
continental slope. 

Naxt Stage 

The next stage in oil exploration-dril¬ 
ling wells has also kept pace with the 
geological and geophysical work. Till 
August 1980, ONGC had drilled 88 off¬ 
shore exploratory and assessment wells. 
These have led to discoveries in Bombay 
High field and also further discoveries of 
oil in commercial quantities in the struc¬ 
tures North Bassein, Bombay High Fault- 
closure B-38, R-12, R-9 and R-7 and 
significant oil shows in three structures 
viz. D-1, B-22 and B-37. Further, two 
gas bearing structures viz. South 
Bassein and South Tapti have also been 
discovered. Outside the Bombay off¬ 
shore region, ONGC have discovered 
oil in Godavari basin and gas in 
Andaman offshore. Indications of gas 
were also available in structures near 
Porto Novo in Pondicherry offshore. 
Apart from these discoveries, one ex¬ 
ploratory well in Kerala offshore, one 
exploratory well at Kasargod offshore, 
two exploratory well in Palk Bay have 
also been drilled. In summary, ONGC 
in its offshore effort so far has drilled 
88 exploratory wells. Of these only 31 
have proven to be dry, thus giving 
ONGC a “success ratio” of 1:1:5. 

Besides, ONGC, foreign agencies, 
M/s Reading and Bates, have drilled one 
exploratory wells in offshore Kutch, 
M/s Carlesberg Natomas two exploratory 


wells in Bengal offshore and M/s Asamera 
one well in Gulf of Manaar in Tamil 
Nadu offshore. \ 


As a result of these efforts, proven 
recoverable reserves of the order of 240- 
250 million tonnes of oil and 270 billion 
cubic metres of associated and free gas 
have been established upto January 1980. 

The development of Bombay High 
field where a majority of these reserves 
lie has been done in a number of phases 
which has required the installation of a 
large number of platforms and pipelines. 
The yearwise progress is given below- 


Year* 

No. of platforms 
installed 

Production 
rate achieved 

1977 

1 

40,000 

1978 

1 

80,000 

1979 

1 

100,000 

1980 

3 

100,000 

1981 

11 

140,000 

1982 

10 

240,000 

1983 

14 

300,000 

1984 

15 

320.000 

1985 

10 

340,000 

♦As of March end. 


The investments in the development of 
our offshore fields have been as follows: 

Phase 1 

2 Rs 150 crores 

3 Rs 554 crores 

4 Rs 340 crores 

5 

(advance 

action) Rs 218 crores 
In addition to these, Government has 
under consideration plans for the deve¬ 
lopment of South Bassein gas field and 
the Ratnagiri oil field. 

For the above investments, oil and gas 
reserves already found by ONGC will 
provide a return of approximately Rs 
60,000 Rs 70,000 crores in foreign 
exchange. 

A five year plan has been drawn up by 
ONGC covering the Sixth Plan period 
(1980-85) to accelerate the pace of work. 
This plan envisages the following; 

—The drilling of 95 exploratory wells^ 
and 229 development wells. For this 
drilling effort, ONGC’s present fleet of 
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one owned ng will be increase to five. 
Two of these rigs—Sagar Vikas and 
j^agati will be in operation within the 
next 6 to 7 months while two more are 
expected to arrive in 1982. 

The number of platforms to be installed 
will be about 50. Since the working 
season of offshore India lasts for 6 to 8 
^months^ this implies that ONGC will on 
an average be installing one platform 
every month for the next five years. 

Besides the platforms, there will be 
need for 300-400 kms of submarine pipc- 
l^es to inter-connect these platforms. 
Ilwith these efforts, ONGC plans to 
pftduce about 51 million tonnes of oil 
during the five year period, thus providing 
a foreign exchange saving of Rs 10,000 
crores in this period—in crude oil alone. 


Based on present plans, the peak rate 
from known fields today will rise from 
the present five million tonnes per year to 
about 13.2 million tonnes per year in 1985. 


As hr as gas is concerned, ONGC’s plans 
are to a large extent dependent upon the 
plans of the downstream uses of the gas. 
The total gas production, as presently 
planned, envisages the availability as 2.0 
MMCMD by 1981, 2.88 by 1982, 3.6 by 
1983, 8.6 by 1984 and 13.6 by 1985. Plans 
for LPG from the gas envisage an in¬ 
crease from 10,000 tonnes/month in early 
1981 to about 19,000 tonnes/month in 
1985. 

It is, however, important to note that 
the above plans are based on discoveries 
made to date. Should the finds in R-7, 
Andamans and Godavari prove to be 
commercially viable, ONGC’s plans 
would increase even further and the 
present planned outlay of Rs 2300 crores 
for the five year period may well have to 
be increased substantially. 

Summarising, the major issues that have 
been highlighted above are: 

•There are considerable hydrocarbon 


resources still to be discovert—particu¬ 
larly offshore. 

•These resources will be found in smaller 
pools, deeper waters and harsher environ¬ 
ments but given requisite capital, techno¬ 
logy and management can be economi¬ 
cally exploited. 

•Offshore oil exploration is a high-risk, 
high-investment and high return venture. 

•ONGC’s performance to-date has been 
comparable to any in the offshore oil 
industry and it has already discovered 
hydrocarbons, at international prices, of 
over Rs 60,000 crores. 

•ONGC in 1980-85 will be undertaking 
a major expansion in its offshore effort, 
with an investment of Rs 1837 crores, 
which will result in saving of about 
Rs 10,000 crores in the same period. 

(Thisi is an extract from the Jaga&ia Memorial 
Lecture) 
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Economic Analysis 

Sixth Plan: Final Dimensions 


R. C. Ummat 

terms over that of the fifth Plan cover¬ 
ing the five year period to 1978-79. 
Allowing for the rise in prices in the 
intervening period, the increase in out¬ 
lay is stated to be more than 80 per 
cent. Of the Rs 97,500 crores public 
sector outlay, Rs 47,250 crores will be 
in the Central sector and the balance 
Rs 50,250 crores in the States and the 
Union Territories sector. 

The plan now aims at an annual 


growth of 5.2 per cent in gross domes¬ 
tic product and 3.3 per cent in the per 
capita income. The growth rate in 
the gross domestic product in the draft 
Plan had been envisaged at five per 
cent. Though it is claimed that this 
slightly higher growth rate will be pos¬ 
sible with only a marginal increase of 
Rs 2,365 crores in the overall size of 
the Plan, the real reason for this step- 
up appears to be that, on current re- 


Table I 

Development Perspective 1979-80 to 1994-95 
(Selected Economic and Social Indicators) 


The National Development Council, 
meeting in the capital last week, put 
its seal on the sixth five-year Plan 
covering the period 1980-81 to 1984-85, 
even though the three Left Front Chief 
Ministers of West Bengal, Kerala and 
Tripura refrained from formally ap¬ 
proving it. They, of course, assured 
the Prime Minister and the Chairman 
of the Planning Commission that they 
will cooperate in implementing it. 

The decks, thus, have been cleared for 
an energetic implementation of the 
▲ Plan. 

X The final draft that has been adop- 
ed, of course, contains only marginal 
changes from the original scheme and 
accommodates to a great extent the 
directives provided to the Planning 
Commission at the NDC's previous 
meeting in the middle of last year. 

The major change that has been made 
is that the public sector outlay over 
the five years to 1984-85 has been 
4 raised to Rs 97,SCO crores from 

J Rs 90,000 crores proposed in the first 

♦ instance. Simultaneouly, however, the 

♦ size of the private sector segment has 
t been reduced to Rs 74,710 crores from 
^ Rs 79,845 crores. The overall size of 

the Plan in monetary terms, thus, has 
been raised only by Rs 2,365 crores 
to Rs 172,210 crorc> from Rs 169,845 
crores. 

The investment component of the 
overall Plan (gross capital formation) 
will he Rs 158,710 crores at 1979-80 
prices. Out of this the public sector 
investment will account for 
^ Rs 84,000 crores 53 per cent and the 
J private sccor investment Rs 74,710 
J crores (47 per cent). The remainder 
t Rs 13,500 crores will be the outlay in 
T the public sector on current account. 

I The Sixth Plan overall outlay represents 
I an increase of 148 per cent in nominal Note: Figures in brackets represent annual compound growth rates. 


X 


Item 

1979-80 

1984-85 

1994-95 

Gross Domestic Product 




(Rs crores at 1979-80 prices) 

97051 

125050 

213600 

Saving as per cent of GDP 

— 

(5.2) 

(5.5) 

at market prices 

Investment as per cent of GDP at market 

21.24 

24 48 

27.52 

prices 

21.76 

25.11 

26.92 

Population (Millions) 

654.1 

717.2 

843.0 



(1.86) 

(1.63) 

Per Capita GDP (Rs) 

1484 

1744 

2534 


— 

(3.28) 

(3.81) 

Per capita monthly consumption (Rs) 

95.62 

109.67 

151.98 


•— 

(2.79) 

(3.32) 

Percentage of people below poverty line 

48.44 

30.00 

8.74 

Employment (Million standard person years) 

151 

185 

248 

Monthly per capita consumption of food- 

12.95 

14.32 

15.50 

grains (Kg) 

— 

(2.03) 

(0.80) 

Monthly per capita consumption of sugar 

0.68 

0.79 

i.lS 

(Kgs) 

— 

(3 00) 

(3.82) 

Monthly per capita consumption of clothing 

0.85 

0.92 

1.41 

(metres) 

— 

(1.60) 

(4.36) 

Monthly per capita consumption of 

14.27 

22.19 

39.05 

Electricity (KWH) 

— 

(9.23) 

(5.81) 

Value added in Education per capita (Rs) 

20.32 

24.72 

36.60 


— 

(4.00) 

(4.00) 

Life Expectancy (years) 

M 52.6 

55.1 

60.1 


F 51.6 

54.3 

59.8 
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Table II 

Si%th Five Year Plan*—Poblic Sector Outlays 


ckoning, the setbadc to the gross do- depending on the progress of the econo- of growtl 

mestic product in the base year of the my and the international enviorninent. of efficiei 

Plan—1979-80—was much more than The Plan has been formulated taking improved 
was assumed earlier. The latest esti- into account the current constraints on (ji) $tr 

mates of national income have revealed the economy as well as the ten broad modernis 

that the gross domestic product in objectives to be achieved. These in- economic 

1979-80 declined by as much as five elude ; reliance; 

per cent as against around three per (i) A significant step-up in the rate (iii) a 

cent envisaged in the quick estimate. 

By the end of the Sixth Plan, the Table II 

gross domestic product at 1979-80 Si%th Five Year Plan—Public 

prices is expected to grow to 

k Rs 125,050 crores from Rs 97,051 _ - _ 

^ crores in 1979-80, The per capita Item Centre Stai 

ODP will increase to Rs 1,744 from___ _ _ 

Rs 1,484. The total investment has Agriculture 2450.13 3119 

been projected to grow from Rs 23.618 Rural Development 2314.87 3020 

croresinthe tose year to Rs 36,797 Special Area Programmes - 1480 

crores in 1984-85. Irrigation and Flood Control 635.00 ll39i 

The gross domestic product at Energy 11995.00 14293 

market prices, however, has been pro- Power 4725.00 14293 

^ jected to increase from Rs 108,546 New and Renewable sources 

crores in the base year Rs to 146,540 of Energy 100.00 

crores in 1984-85. The investment as Petroleum 4300.00 

percentage of GDP at market prices Coal 2870.00 

is expected to improve from 21.8 per Industry & Minerals 12771.47 2185 

cent to 25.1 per cent. These estimates Village & Small-Scale 923.40 815 

obviously imply that some inflation Large and Medium 11848.07 1370 

will occur during the Sixth Plan period Transport 8418.64 3707 

even though the planners have ende- Railways 5100.00 

avoured to programme for price sta- Roads 830.00 239J 

bility. This substantiates the criticism Road Transport 70.00 Ill] 

that the Plan has significant in-built Other Transports 2418.64 197 

inflation. It, therefore, is rather $ur- Communications and Infor- 

prising that no allowance has been mation and Broadcasting 3101.98 2i 

made for rise in prices during the Plan Science and Technology 848.15 V 

period in laying down the parametres Social Services 4453.42 883( 

of outlay. The outlay has been esti- Education 734.75 162^ 

mated at 1979-80 prices. Health & Family Welfare 1611.00 1091 

Drawn up in a perspective of 15 Housing & Urban Develop- 

years, the implemention of the Sixth went 410.00 184( 

Plan, according to the planners should Water Supply & Sanitation 614.22 312i 

ensure 5.5 per cent growth during the Welfare of Scheduled Castes, 
ten years subsequent to 1984-85. They Scheduled Tribes and other 

have opted for this slower growth rate Backward Classes 240.00 70 

during the decade after the Sixth Plan Special Central Additive for 
period and tried to push up the annual Scheduled Caste Component 

growth during the Sixth Plan from T*lans 600.00 

5 to 5.2 per cent taking into consid- Social Welfare 150.00 * 10 

eration the implications of the goal of Nutrition 14.95 21^ 

self-reliance. The possibility of raising Labour & Labour Welfare 78.50 111 

the targetted growth rate to six per Others 261.34 522 

cent in the post-Sixth Plan period, of Grand Total 47250.00 4860C 

course, it is suggested, will be explored --——- 


of growth of the economy, promotion 
of efficiency in the use of resources and 
improved productivity; 

(ii) strengthening the impulses of 
modernisation for the achievement of 
economic and technological self- 
reliance; 

(iii) a progressive reduction in the 


Agriculture 

Rural Development 

Special Area Programmes 

Irrigation and Flood Control 

Energy 

Power 

New and Renewable sources 
of Energy 
Petroleum 
Coal 

Industry & Minerals 

Village & Small-Scale 

Large and Medium ] 

Transport 

Railways 

Roads 

Road Transport 
Other Transports 
Communications and Infor¬ 
mation and Broadcasting 
Science and Technology 
Social Services 
Education 

Health & Family Welfare 
Housing & Urban Develop¬ 
ment 

Water Supply & Sanitation 
Welfare of Scheduled Castes, 
Scheduled Tribes and other 
Backward Classes 
Special Central Additive for 
Scheduled Caste Component 
Plans 

Social Welfare 
Nutrition 

Labour & Labour Welfare 

Others 

Grand Total 


Centre 

(Rs crores) 

States Union Territories Total 

2450.13 

3119.02 

125.92 

5695.07 

2314.87 

3020.03 

28.83 

5363.73 

— 

1480.00 

— 

1480.00 

635.00 

11395.48 

129.55 

12160.03 

11995.00 

14293.56 

246.88 

26535.44 

4725.00 

14293.56 

246.88 

19265.44 

100.00 


_ 

100.00 

4300.00 

— 

— 

4300.00 

2870.00 

— 

— 

2870 00 

12771.47 

2185.86 

60.24 

15017.57 

923.40 

815.11 

41.94 

1780.45 

11848.07 

1370.75 

18.30 

13237.12 

8418.64 

3707.34 

285.99 

12411.97 

5100.00 

— 

— 

5100.00 

830.00 

2398.87 

210.09 

3438.96 

70.00 

1111.40 

14.15 

1195.55 

2418.64 

197.07 

61.75 

2677.46 

3101.98 

28.61 

3.67 

3134.26 

848.15 

17.05 

— 

865.20 

4453.42 

8830.88 

750.96 

14035.26 

734.75 

1624.07 

164.92 

2523.74 

1611.00 

1091.19 

128.86 

2831.05 

410.00 

1846.72 

231.68 

2488.40 

614.22 

3123.65 

184.15 

3922.02 

240.00 

709.00 

11.30 

960.30 

t 

600.00 



600.00 

150.00 * 

109.78 

12.19 

271.97 

14.95 

214.55 

8.64 

238.14 

78.50 

111.92 

9.22 

199.64 

261.34 

522.17 

17.96 

801.47 

47250.00 

48600.00 

1650.00 

97500.00 
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1 incidence of poverty and unemploy¬ 
ment; 

(iv) a ppcedy development of indi¬ 
genous sources cf energy, with proper 
emphasis on conservation and efficiency 
i in energy use; 

t (v) improving the quality of life of 
T the people in general, with special rc- 
T ference to the economically and so- 
T cially handicapped population, through 
♦ a minimum needs programme whose 
T coverage is so designed as to ensure 
X that all parts of the country attain 
T within a prescribed period rationally 
T accepted standards; 

i (vi) strengthening the redistributive 
t bias of public policies and services in 
X favour of the poor contributing to a 
^ reduction in inequalities of income and 
wealth; 

(vii) a progressive reduction in re¬ 
gional inequalities in the pace of deve¬ 
lopment and in the dilfusion of techno¬ 
logical benefits; 

i (viii) promoting policies for control¬ 
ling the growth of population through 
voluntary acceptance of the small 
family norm; 

(ix) bringing about harmony bet- 
J ween the short and the long-term goals 
^ of development by promoting the pro- 
T tcction and improvement of ecological 
T and environmental assets; and 

t (X) promoting the active involvement 
t of all sections of the people in the pro- 
f ccss of development through appro- 
♦ priate education, communication and 
f institutional strategies. 

X It IS heartening to note the objectives 
X laid down imply recognition at least to 
X some extent of the orientation which 

I was sought to be given to planning 
during the Janata Government’s regime. 
Several programmes envisaged by the 
Janata Government for ameliorating 
the lot of the rural folk have been in- 

i X corporated in the Plan. These include 
X population control through voluntary 
X acceptance of the small family norm, 
strengthening of infrastructure and 
• reducing of i^mployment (though in 
this respect, no 10-year time bound 
X programme has been laid down as was 


dene by the Janata Government). The 
rural development programme which 
has been accorded a prominent place 
in the Plan, is also only a variation of 
what the Janata Government had aim¬ 
ed at. 

The hnancing scheme for the Plan 
envisages that domestic savings as 
percentage of GDP at market prices 
will go up from 21.24 in 1979-80 to 
24.48 in 1984-85. In physical terms, 
the domestic savings over the five-year 
period have been assessed at Rs 
149,647 crores—l^s 115,447 crores 
private and Rs 34,200 crores public. 

The public sector outlay under the 
Plan is to be financed as shown in 
Table II. Compared to the draft Plan, 
the contribution of public sector under¬ 
takings in the financial arrangement 
now finalised has Ibeen scaled down 
from Rs 11,000 crores to Rs 9,395 cro¬ 
res, presumably in recognition of their 
lacklustre performance. The estimate 
of balances available from current 
revenues at 1979-80 rates of taxes has 
been scaled up to 'Rs 14,478 crores 
from Rs 13,602 crores. The market 
borrowings will now be yielding Rs 
19,500 crores instead of Rs 18,500 
crores and small savings of Rs 6,463 
crores as against Rs 6,337 crores. The 
estimate of resources available from 
provident funds has been stepped up 
to Rs 3,702 crores from Rs 3,565 cro¬ 
res. Miscellaneous capital receipts 
have been assessed at Rs 4,009 crores 
as against Rs 3,072 crores. External 
assistance and borrowings from the 
rest of the world are expected to yield 
Rs 9,929 crores compared to Rs 7,765 
crores. The resources accruing from 
financial institutions, however, have 
been assessed lower at Rs 2,722 crores 
as against Rs 3,003 crores. The three 
more noteworthy changes that have 
been made are .* (i) The additional re¬ 
source mobilisation effort is now to 
be made to bring in Rs 21,302 crores as 
against Rs 19,150 crores proposed in the 
original draft: (ii) deficit financing is 
to be resorted to the order of Rs 5,000 
crores as against Rs 4,000 crores, and 
(iii) foreign exchange reserves are to 


Table 111 , 

Plan Outlays of States & Union ^ 
Territories 

(Rs crores) 


States/Union Territories 

Outlay 

1980-85 

States 


Andhra Pradesh 

3100.00 

Assam 

1115.00 

Bihar 

3225 00 

Gujarat 

3680.00 

Haryana 

1800.00 

Himachal Pradesh 

560.00 

Jammu & Kashmir 

900.00 

Karnataka 

2265.00 

Kerala 

1550.00 

Madhya Pradesh 

3800.00 

Maharashtra 

6175.00 

Manipur 

240.00 

Meghalaya 

235.00 

Nagaland 

210.00 

Orissa 

1500.00 

Punjab 

1957.00 

Rajasthan 

2025.00 

Sikkim 

122.00 

Tamil Nadu 

3150.00 

Tripura 

245.00 

Uttar Pradesh 

5850.00 

West Bengal 

3500.00 

Special Area Programmes 


Hill Areas 

560.00 

Tribal Areas 

470.00 

NEC 

340.00 

Other Unclassified 

26.00 

Total : States 

48600.00 

Union Territories 


A&N Islands 

96.00 

Arunachal Pradesh 

212,00 

Chandigarh 

100.75 

Dadra and Nagar Haveli 

23.09 

Delhi 

800.00 

Goa, Daman & Diu 

192.00 

Lakshadweep 

20.35 

Mizoram 

130.00 

Pondicherry 

71.55 

Other Unclassified 

3.66 

Total Union Territories 

1650.00 

Grand Total: States and 


Union Territories 

50250.00 
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be drawn down by Rs 1,0(H) brores (No 
provision had been made for this 
drawing down in the original draft but 
it was considered that these exchange 
reserves would be utilised to the tune 
of Rs 1,500 crores). 

The additional revenue to be mobi¬ 
lised for financing the Plan is a signi¬ 
ficant step-up from the draft stage—of 

Table IV 

Estimates of Financial Resources for 
the Public Sector Plan : 1980-85 

(Rs crores at 1979-80 prices) 


Amount 


Balance from current revenues 
at 1979-80 rates of taxes 
Contribution of Public Enter¬ 
prises 

Market Borrowings of Govern¬ 
ment, Public Enterprises and 
Local Bodies 
Small Savings 
State Provident Funds 
Term loans from financial 
institutions (Gross) 

Miscellaneous capital 
receipts (Net) 

External Assistance and borrow¬ 
ing from rest of the world (Net) 
Drawing down of Foreign 
Exchange Reserves 
Additional Resource 
Mobilisation 

Uncovered gap/deficit financing 
Aggregate Resources 


course, taking into consideration the 
increased resort to deficit financing. 
But the main effort in this direction is 
to be only in the States sector—to the 
tune of about Rs 3,000 crores. The 
Centre will be required to make more 
or less the same endeavour (mobilisa¬ 
tion of about Rs 12,290 crores), as 
envisaged in the original draft. 

The most significant point to be 
noted in regard to mobilisation of ad¬ 
ditional resources, however, is that, in 
contrast with the practice followed in 
the earlier Plans of relying on more 
and more taxation, the effort in the 
Sixth Plan will be directed towards 
reducing tax evasion, rationalising tax 
laws, streamlining tax administration 
and widening the tax base in the urban 
sector and tapping the surpluses of the 
affluent sections of the farming com¬ 
munity. Greater reliance than hitherto 
is also to be placed on reducing sub¬ 
sides and effecting substantial improve¬ 
ments in the financial returns on in¬ 
vestments in the public sector under¬ 
takings, both of the Centre and the 
States, not only through streamlining 
their working but also adopting a more 
realistic pricing policy for their pro¬ 
ducts. As the ratio of tax revenue to 
the country’s national income has now 
reached the level of 20 per cent, the 
scope for any large taxation effort dur¬ 
ing the sixth Plan period is considered 
to be rather limited. 

As a result of the realigning of the 
. prices of oil, steel and coal in the past 


Table VI J 

Balance of Payments Projections t 

Total for 1980-85 t 


Account 


Rs crores at 
1979-80 prices 


Current Account 


Exports 

41078 

Imports 

S88S1 

{of which contingency imports) 

(4911) 

Balance of Trade (— 

-) 17773 

Invisibles 

8710 

Current Account (Net) (- 

-) 9063 

Capital Account 

Net Aid 

5889 

Other borrowings, including 
commercial borrowings and 

other capital inflows 

5087 

Drawal on foreign exchange 

reserves. 

1000 

Total 

11976^ 


Table V 

Financing of the Aggregate Outlay : 1980-85 


(Rs crores at 1979-80 prices) 


Depletion of resources due to 
terms of trade deterioration (—) 2913 
Net inflow 9063 

♦Of this total, the resources avail¬ 
able for financing public sector out¬ 
lays will be Rs 10,929 crores. 

few months, and the additional taxa¬ 
tion resorted to in the 1980-81 Central 
budget, the additional resources mibi- 
lisation effort by the Centre during the 
next four years is to be only a mode¬ 
rate one—not as staggering as the in¬ 
creased revenue to be secured through 
this endeavour would, on the face of 
it, suggest. Out of the target of 


Sector 

Own 

saving 

Transfers fom 
Domestic 

Public Private 
Sector Sector 

Rest of 
the 
World 

Investment 

Current 

outlay 

Aggregate 

outlay 

Public 

34200 

(-)2525 (+)41396 

10929 

84000 

13500 

97500 

Private 

115447 

(+)2525 (—)41396 

(—) 1866 

74710 

— 

74710 

Total 

149647 

— - 

9063 

158710 

13500 

172210 
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^ mobilising Rs 12,290 crores additional 




resources during the five years to 
1984-85, the Centre is to raise Rs 5,140 
crores through taxation and Rs 3,250 
crores through reducing subsidies. The 
remainder Rs 3,900 crores are expected 
to be yielded by the public sector un¬ 
dertakings. 

The tax measures announced in the 
1980-81 Central budget are estimated 
to net additional revenue over the 
Plan period to the extent of about 
Rs 2,030 crores, leaving only Rs 3,110 
crores to be raised through taxation 
during the next four years. The rail¬ 
ways and the post and telegraph de¬ 
partment, similarly, have already pro¬ 
vided this year for the generation of 
Rs 562 crores additional resources out 
of Rs 1,200 crores expected of them. 
The 1981-82 budget proposals of Mr 
Kedar Pandey will net for the railways 
another Rs 356 crores next year. This 
should enable additional resource 
mobilisation by railways to the extent 
of at least Rs 175 crores next year- 
allowing for the remainder additional 
receipts to offset mounting costs and 
bring down the deferred dividend pay¬ 
ment liability. Over the next four 
years, the aggregate additional resour¬ 
ces mobilisation on account of this 
year's measures should be over Rs 500 
crores. The balance resources to be 
raised by railways and the post and 
telegraph department between 1982-83 
and 1984-85, thus, are only moderate. 

The prices of petroleum products, 
steel and coal has already been raised 
substantially. A realignment of the 
prices of the products of the other 
public sector undertakings to the in¬ 
creased production cost is indicated. 
The price increases in future, therefore, 
need not be very substantial, unless of 
course warranted by any sizeably in¬ 
creased production costs, if the func¬ 
tioning of the public sector can be 
improved even moderately. 

As regards subsidies, whereas the 
jNEPsent subsidy on food and fertilisers 
may not be fully done away with, fur¬ 
ther increase in this burden on the 
central exchequer is proposed to be 


contained through raising of the issue 
prices of foodgrains if the procure¬ 
ment prices are stepped up and the 
enhancement of fertiliser prices if the 
production costs of this industry go up 
or the cost of imported fertiliser in¬ 
creases. The food subsidy is also to 
be contained by reducing the opera¬ 
tional costs of the Food Corporation 
of India. 

The same philosophy is to be extend- 


rtlie States sector whm tfie losses 
of the State electricity' boards, road 
transport undertakings and the irriga¬ 
tions departments are to be obviated. 
Some steps have already been taken 
in this regard—for instance, in the 
case of road transport and State electri¬ 
city boards. The former were earlier 
expected to incur a loss of Rs 1,340 
crores during the five years to 1984-85 
and the latter to as large an extent of 


Table VII 

Commodity Output Projections : 1984-85 


Item 

Unit 

1979-80 

1984-85 

(Projections) 

Foodgrains 

Million Tonnes 

109 

149-154 

Sugarcane 

do 

128 

200-215 

Jute and Mesta 

Lakh bales 

80.3 

91.0 

Cotton 

Lakh bales 

77 

92 

Oilseeds (five major) 

Lakh tonnes 

81 

no 

Tea 

Million kgs 

550 

705 

Coffee 

Million kgs 

150.00 

159.45 

Milk 

Million tonnes 

30.27 

38 

Eggs 

Million Nos 

12320 

16300 

Coal 

Million tonnes 

103.96 

165.00 

Lignite 

Million tonnes 

3.12 

8.00 

Crude Petroleum 

Iron Ore, including 

Million tonnes 

11.77 

21.60 

Concentrates 

Million tonnes 

39 

60 

Sugar 

Million tonnes 

. 3.9 

7.9 

Vanaspati 

Cloth (mill and decen¬ 

Thousand tonnes 

626 

900 

tralised sectors) 

Million metres 

10435 

13030 

Jute Manufactures 

Thousand tonnes 

1336 

1500-1540 

Paper & Paper Board 

do 

1050 

1500 

Newsprint 

do 

47.45 

180 

L.D. Polyethylene 

do 

71.3 

100.0 

H.D. Polyethylene 

do 

25.4 

27.0 

Polypropylene 

do 

13.4 

27.0 

P.V.C. 

do 

49.9 

128.0 

Natural Rubber 
Synthetic Rubber 

do 

148.47 

200.0 

(SBR and PER) 

do 

30.3 

45 

(Qmtd) 
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Rs 4,400 crores. The loss on 
tion was estimated around Rs 325 
crores. These losses are to be curtail¬ 
ed drastically if not eliminated alto¬ 
gether. If this is done, the taxation 
effort of the State Governments too 
should not be any massive. 

It, however, remains to be seen how 
far the financial size of the plan will 
have to be raised if significant infla¬ 


tionary tendencies continue to persist. 
Already the first year of the Plan has 
witnessed inflation at the rate of about 
15 per cent. Deficit financing this year 
is likely to be around half of the total 
projected for the five-year period. If 
the cost of implementing the Plan goes 
up because of inflationary pressures, 
substantially larger resources may have 
to be mobilised to achieve the physical 
targets set under the Plan. 


Commodity Output Projections : 1984-85—Co/ifd. 


1979-80 


Petroleum Products 


1984-85 

(Projections) 


(including Lubricants) 

Million tonnes 

25.8 

35.3 

Sulphuric Acid 

Thousand tonnes 

2131 

3600 

C!austic Soda 

do 

549.6 

850 

Soda Ash 

do 

555.8 

850 

Caprolactum 

do 

13.5 

18.0 

DMT 

do 

27.9 

56.0 

Nitrogenous Fertiliser (N) do 

2226 

4200 

Phosphatic Fertilisers (P20i) do 

757 

1400 

Nylon Filament Yarn 
Polyester Filament 

do 

17.7 

28.0 

Yarn and Staple Fibre 

do 

32.6 

73.0 

Cement 

Million tonnes 

17.68 

33-34 

Pig Iron for sale 

do 

1.09 

1.52 

Saleable Steel 

do 

7.38 

11.51 

Aluminium 

Thousand tonnes 

192 

300 

Copper Refined 

do 

18.8 

45.0 

Zinc 

do 

52.65 

85.00 

Lead 

do 

11.4 

25.0 

Agricultural Tractors 

Thousand Nos 

62.5 

100.0 

Machine Tools 

Rs Million 

1622 

2.^00 

Hydro Turbines 

Million Kws 

0.95 

1.20 

Thermal Turbines 

do 

2.28 

3.50 

Electric Transformer 

Million KVA 

18.7 

35.0 

Commercial Vehicles 

Thousand Nos 

57.4 

105.0 

Electricity Generation 
Originating Traffic 

Billion KWH 

112 

191 

in Railways 

Million tonnes 

217.8 

309 


The inflow of external resources as 
sumed at Rs 9,929 crores will be in the 
form of Rs 5,889 crores as net aid on 
Govemment-to-Government account: 
the remainder Rs 4,040 crores will 
accrue from other inflows, including 
commercial borrowings. Approximate¬ 
ly. 10.2 per cent of the total public 
sector Plan outlay is to be financed 
by net inflow of foreign resources. 

The sectoral allocations of the out¬ 
lay (Table II) suggest that in recogni¬ 
tion of the energy shortages and trans¬ 
port bottlenecks that have developed 
in the recent past, special efl'orts are 
to be made to overcome these. The 
outlay on energy and transport in the 
public sector, thus, has been raised 
very substantially proportion-wise in 
comparison with the Fifth Plan period— 
that for energy to Rs 26.535 crores 
from Rs 9,855 crores and for transport 
to Rs 12,412 crores from Rs 5,528 
crores. The allocations for irrigation 
and flood control, rural develop¬ 
ment, special programmes for the 
weaker sections and agriculture too 
have been stepped up a great deal to 
Rs 12,160 crores (from Rs 4,432 crores), 
Rs 5,364 crores (Rs 1,162 crores), 
Rs 1,480 crores (Rs 450 crores) and 
Rs 5,694 crores (Rs 2,606 crores), res¬ 
pectively. The outlay for the in¬ 
dustry and minerals sector, however, 
has been stepped up only to Rs 15,018 
crores from Rs 7,362 crores. Science 
and technology is another sector on the 
development of which special emphasis 
is to be placed during the Sixth Plan 
period. This should suggest that the 
sectoral allocation in the Sixth Plan is 
much more rational than in the pre¬ 
vious Plan. The growth in the five 
years to 1984-85 should be more ba¬ 
lanced and broad-based. 

The deficit on external trade account 
during the Sixth Plan period is anti- . 
cipated to grow considerably—from 
Rs 2,370 crores in 1979-80 to Rs 3.972 
crores in 1984-85. Imports arc envi¬ 
saged to go up despite impart sub¬ 
stitution measures from Rs 8,790 crores 
to Rs 13,850 crores. Export endeavour. 
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therefore, is to be intensified to yield a 
compound annual growth rate of nine 
per cent, as against around seven per 
cent proposed earlier. A substantial 
dent on imports, however, should be 
possible if the proposed programme to 
raise the domestic crude oil produc¬ 
tion to around 30 million tonnes in the 
next three or four year’s materialises. 
The plan does not take into account 
this level of domestic output. Accord¬ 
ing to the projections included in it, 
crude oil production in 1984-85 is anti¬ 
cipated to increase to only 21.6 million 
tonnes from 11.77 million tonnes 
last year. 

The development strategy envisaged 
in the Plan visualises accelerated pro¬ 
gress towards removal of poverty, 
generation of gainful employment, 
technological and economic self-reli¬ 
ance, and strengthening the agricultu¬ 
ral and industrial base. Also, consistent 
with the overall social and economic 
objectives, sustained efforts are made to 
have sharper redistribution, raising the 
share of the poor section in national 
income, consumption and in the utili¬ 
sation of public services. Thus, speci¬ 
fic action programmes like the national 
rural employment programme and 
other anti-poverty schemes meant for 
selected target groups form an essential 
component of the strategy. 

The percentage of people below the 
poverty-line is postulated to decline 
from 48.44 per cent at the beginning of 
the plan to 30 at the end of it. The 
Plan programmes are expected to 
increase employment from 151 million 
standard person years to 185 million 
standard person years. The monthly 
per capita consumption of foodgrains 
will increase from 12.95 kg to 14.32 
kg. The monthly per capita consump¬ 
tion of sugar will go up from 0.68 kg 
to 0.79 kg and the monthly per capita 
consumption of clothing from 0.85 
metres to 0.92 metres. The life ex¬ 
pectancy is anticipated to improve 
h’om 52.6 years to 55.1 years for males 
and from 51.6 years to 54.3 years for 
females by the end of the Plan. 


^ AA A a a a a a a M ^ A.A A. aILa aA a ^ V ^ A..A A A A.A A A A .A. ^ ^ A A AAA A.. A A 


The Plan accords a high priority to 
the minimum needs programme. A 
total provision of Rs 5,808 crores has 
been made for the MNP, as against 
Rs 2,607 crores in the Fifth Plan. 
Provision of free or subsidised ser¬ 
vices through public agencies is ex¬ 
pected to improve the consumption 
levels of those living below the 
poverty-line and thereby improve the 
productive efficiency of the poor, es¬ 
pecially in the rural areas. With tar¬ 
gets rigidly fixed, the minimum needs 
programme, coupled with other pro¬ 
grammes of rural development, is ex¬ 
pected to produce opportunities for 
employment and to improve the life 
of the rural poor. A high level 
machinery for monitoring the imple¬ 
mentation of the programme at Central 
and State levels is to be set up. 


Under the minimum needs program¬ 
me, it is proposed to enrol 95 per 
cent of children in the age-group 6^11 
in the first stage and 50 ptt cent in 
the age-group 11-14 by the end of the 
Plan and universal enrolment in the 
age-group 6-14 by 1990. 

Rural health infrastructure would be 
further strengthened, the ultimate 
objective being to have one community 
health volunteer for every village or a 
population of one thousand; one sub¬ 
centre for population of 5,000 in plains 
and 3,000 for hilly and tribal areas; 
one PHC for 30,000 population in the 
plains and 20,000 for hilly and tribal 
areas, and one community health 
centre for population of 100,000 or 
one CD block. 

The Plan aims at providing safe 


Table VJII 

Targets of Foodgrains Production 
(Sixth Five Year Plan 1980-85) 


Crop 

Assumed base* 
level 1979-80 
(Trend Esti¬ 
mates) 

Plan 

target 

1984-85 

Compound 
growth rate 
of Col. 3 
over Col. 2 
(percentage 
per annum) 

(1) 

(2) 

, (3) 

(4) 

Foodgrains (Million tonnes) 



Rice 

51.24 

63.00 

4.2 

Jowar 

10.88 

12.00 


Bajra 

5.28 

5.80 


Maize 

6.23 

6.80 


Ragi 

2.85 

2.70 


Small millets 

1.83 

1.90 


Wheat 

35.64 

44.00 

4.3 

Barley 

1 

2.30 

.2.90 


Total cereals 

116.25 

139.10 


Pulses 

11.61 

14.50 


Total Food- 

127.86 or 

153.60 or 

3.9 

grains 

(128.00) 

(154.00) 
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tfriikhig w«t0r to all liWjDQO 
problem villages. 

In the sphere of rural roads, 40,000 
villages remained to be linked in 1980. 
About 50 per cent of these villages 
would be linked by all-weather roads 
by the end of the Plan. For this, an 
outlay of Rs 1165 crores has 
provided. 

The Plan also envisages electrifica* 
tion of at least 40 per cent of the 
villages, of the total of 115,165 
villages which remained to be electri- 
» fied at the beginning of the Plan. 

To provide houses to landless 
labourers, it is proposed to allot house 
sites to 6.8 million families during the 
Plan period, and to provide assistance 
for construction to about 25 per cent 
of eligible households, i.c. about 3.6 
million families. 

Alleviation of rural poverty is to be 


the prime objective cf the sixth Plan. 
Since the hard core of poverty is to be 
found in the rural areas, the increase 
in productivity potential of the rural 
economy is an essential condition for 
fiinding an effective solution to the 
problem of rural poverty. The poorest 
sections belong to the families of land¬ 
less labourers, the small marginal 
farmers, rural artisans, scheduled 
castes, scheduled tribes and socially 
and economically backward classes. 

The Plan singles out the household 
below the poverty-line for assistance 
through an appropriate package of 
technology, services and asset transfer 
programmes. The strategy envisaged 
includes increasing production and 
productivity in agriculture and allied 
sectors, resources and income deve¬ 
lopment of vulnerable sections of the 
rural poor through development of 
the primary, secondary and tertiary 


sectors, skilled gnd skilled upgrading f 
programme to promote self and wage % 
employment among the rural poor, { 
facilitating adequate availability of 1 
credit to supply support programme T 
for the poor and promoting marketing X 
support to ensure the viability of pro- J 
duction programmes and to insulate i 
the rural poor from exploitation in t 
the marketing of their products. ^ 

The methodology also includes pro- T 
vision of additional employment T 
opportunities to the rural poor for T 
gainful employment during the lean T 
agriculture season through national S 
rural employment programme, provision Z 
of essential minimum needs and involve- Z 
ment of universities, research and Z 
technological institutions in preparing % 
a shelf of projects for self-employment % 
and NRP and in preparing a strategy % 
for the scientific utilisation of local 1 


resources. 
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/n life Nekton 


Freight, Passenger Fares Raised 


^ A FAIRLY heavy dose was administered 
by the Railway Minister, for the second 
y^ear in succession, to railway users on 
f; February 19 when he presented the budget 
^.jdif this premier departmental undertaking 
i tif the Government for the next financial 
r year. Mr Kamlapati Tripathi had at- 

V tempted to mobilize, through his budget 
proposals last year, an additional revenue 

■ of Rs 300 crores per annum. Mr Kedar 
^ Pandey has proposed to step up passenger 
^ fares, freight rates and luggage and parcel 
I charges to net next year as much as 
4' Rs 356.26 crores. This has been done 
\ not only to meet the increased working 
eoqpenses but also for carrying out long- 
C term plans for modernisation and expan- 

V ftiern of railways to meet the growing 
u transportation demands of both passenger 
; and freight traffic. 

As the table reveals, Mr Pandey has 
' budgeted for a surplus of Rs 49.89 crores 
.after increasing substantially the provisions 
; fi>jr depreciation, pension fund and divi- 
dond to general revenues (which is to be 
met fully). A sum of Rs 38.47 crores out 
of the anticipated surplus will be appro- 
priated to the development fund. 

Of the additional revenue of Rs 356.26 
crores endeavoured to be mobilised, 
Rs 70.04 crores will accrue from passenger 
tmffic, Rs 276.08 crores from goods traffic 
and Rs 10.14 crores from luggage and 
parcels. 

The proposals concerning passenger 
!: ihnffi include levy of surcharge at the 
rate of 15 per cent on ACC first class, 

. 12.5 per cent on first class and air-condi¬ 
tioned chair car and 10 per cent on sc- 
, cond class, both mail/express and ordi- 
' nary. Journeys up to 150 kms in second 
dass ordinary, however, will be exempted 
from the surcharge. For air-conditioned 
I two-tier sleeper class, the basic fare will 
f ba the same as for first class mail/express. 
Rat considering the quality of service and 
comfort available in this class, there will 
be a supplementary charge per ticket at 
the rate of Rs 15 for journeys up to 1,000 


kms and Rs 25 for longer distances. No 
increase has been proposed in the existing 
rates of monthly season tickets for sub¬ 
urban traffic. Fifty per cent concession 
has been provided on normal monthly sea¬ 
son ticket fares to the students of Calcutta 
from April 1, against 331 per cent 
available to them at present. 

A surcharge of 15 per cent has been 


proposed on all freight traffic, except such 
commodities as salt for domestic use, fire¬ 
wood and charcoal. To help in the pro« 
per development of area and keeping in 
view the common welfare of the people 
in the north-eastern region, who have to 
bear high transportation charges even for 
essential commodities of daily use, a six, 
per cent concession has been announced 


Railway Budget at a Glance 

_ (Rs in crores) 

Actuals Budget Revised Budget 

1979-80 Estimates Estimates Estimates 

1980-81 1980-81 1981-82 


(a) Gross Traffic Receipts 2.337.84 

(b) Ordinary Working 

Expenses 1,878.38 

(c) Appropriation to 
Depreciation Reserve 

Fund 200.00 

(d) Appropriation to 

Pension Fund 64.00 

(e) Total Working 
Expenses 

ih)+(c)+(d) 2,142.38 

(f) Net Traffic 

Receipts (a)—(b) 195.46 

(g) Net Miscellaneous 

Receipts 31.83 

(h) Net Railway 

Revenue (f)-(g) 227.20 

(i) Dividend to General 

Revenues **293.53 

(j) Surplus(-f) or 

Shortfall (—) (h)—(i) —66.24 

(k) Operating Ratio* 

(e)-^(a) 91.5% 


(1) Percentage of Average 
Net Revenue before 
Payment of Dividend 
to General Revenues 
on the Capital-at-Charge 4.1 % 


2,749.59 

2,707.22 

3,276.75 

2,111.93 

2,164.61 

2,464.64 

220.00 

220.00 

350.00 

84.00 

84.00 

98.50 

2,415.93 

2.468.61 

2,913.14 

333.66 

238.61 

363.61 

31.29 

33.48 

36.19 

364.95 

272.09 

399.80 

322.24 

•*324.43 

349.91 

+42.71 

—52.34 

+49.89 

87.8% 

91.1% 

88.8% 


6.2% 4.6% _ 6.3% 

Note : * Ratio of total Working Expenses to Total Earning Excluding Suspense. 
** Dividend payment is limited to the available net revenue, and balance re¬ 
presenting shortfall is transferred to ‘‘Deferred Dividend Liability Account*’ 
as per recommendations of Railway Convention Committee (1977). 
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in freight charges of all goods traffic 
booked via Howrah area to and from 
stations falling in the States of Assam, 
Meghalaya, Tripura, Mizoram, Manipur, 
Nagaland and Arunachal Pradesh. 

A flat surcharge of 10 per cent has been 
proposed over the existing rates for all 
luggage and parcel traffic. 

The reservation fee for various classes 
has also been revised as under : ACC 
class from Rs 5 to Rs 10; first class/AC 
2-tier sleeper from Rs 2 to Rs 4; AC 
chair car from Re 1 to Rs 2; second class 
I^Ueeper from Re 0.25 to Rs 2 and for 
' second sitting from Rs 0.25 to Re 1. 

At present, the sleeper surcharge is 
Rs 5 irrespective of the number of 
nights involved. This is now proposed 
to be revised to Rs 8 for the first night 
and Rs 5 for each subsequent night. 

The supplementary charge for superfast 
^ains has been increased from Rs 10 to 
Rs 20 in case of ACC class; from Rs 5 
to Rs 10 for first class/AC 2-tier sleeper; 
from Rs 3 to Rs 6 in respect of AC chair 
' car; from Re 1 to Rs 3 and from Re 1 to 
Rs 2 in the case of second class sleeper 
and second class sitting, respectively. 

Cloak room charges leviable from the 
public for custody and storage of their 
luggage in cloak rooms are proposed to 
be revised varying from 10 paise to Re 1 
depending on the class of railway stations. 

Increatad Plan Outlay 

The Railway Plan outlay for 1981-82 
has been scaled up to Rs 980 crores from 
Rs 762 crores in 1980-81. Priority is to 
be given to replacement and renewal of 
assets. Expenditure on this account 
will be stepped up next year to Rs 450 
crores from Rs 231 crores during the 
current financial year. As many as 18,000 
wagons will be procured next year. The 
pace of electrification is to be accelerated. 
A large number of steam locomotives are 
to be retired to bring down the consump¬ 
tion of coal by railways. 

A target of moving 215 million tonnes of 
originating revenue-earning goods traffic 
has been set for the next year—20 mil- 
^ lion tonnes more than the traffic expected 
to be moved this year. Compared to 
this year’s target, the 1981-82 programme 


euviigges only half a million tonnes ad¬ 
ditional revenue-earning goods traffic to 
be catered for. The growth in the pas¬ 
senger traffic next year has been assessed 
at three per cent in the case of non¬ 
suburban traffic and six per cent in the 
case of suburban traffic. 

The advance reservation period is pro¬ 
posed to be reduced to only one month 
from .six months at present. In future, 
there will not be any quota for second 
class reservation far travel agents. 

The revised estimates for the current 
financial year reveal that only about 195 
million tonnes originating revenue-earning 
goods traffic will be moved by the rail¬ 
ways this year. Though this will be short 
of the budgetary target by 19.5 million 
tonnes, it will be two million tonnes more 
than in 1979-80. Owing to a favourable 
traffic-mix and a slight increase in the 
average leads, the financial effect of this 
shortfall would be only Rs 30.12 crores. 

Lower Earning 

The budget estimates of earnings from 
passenger traffic had anticipated a six per 
cent increase in passenger traffic over that 
in the previous year. Performance upto 
the end of November, 1980, however, 
shows that the total number of originat¬ 
ing passengers increased only by 2.1 per 
cent. The shortfall is mainly on account 
of cancellation of a large number of 
passenger trains in the beginning of the 
year, widespread occurrence of drought 
conditions and a somewhat slow revival 
of industrial activities. Consequently, the 
passenger earnings in the current year 
are also anticipated to fall short of the 
budgetary target by Rs 34.25 crores. The 
earnings from other coaching and sun¬ 
dries, however, have shown a buoyancy. 

Taking all these factors into account 
and making a minor adjustment under 
miscellaneous expen/diture, retaining of 
course the appropriations to the depre¬ 
ciation reserve and pension fund at the 
budgeted level, the revised estimates 
reveal that railways will be incurring a 
deficit of Rs 52.34 crores in 1980-81, as 
against showing the budgetted surplus of 
Rs 42.71 crores. The dividend liability 
for the current year, has not been fully 


met out of the yearns earnings. It 
been deferred to the extent of the deficit, ^ 

BTRA’s Contributioni 
in Energy Saving 


The Indian Cotton Mill’s Federatioii 
(ICMF) has estimated that the cottofl; 
textile industry consumes about 60 mil¬ 
lion litres of furnace oil and an equal 
quantity of diesel oil, besides 18 million! 
litres of lubricants and 20 million litres of 
kerosene per annum. Together the June 
*80 and January ’81 escalations in price dt 
petroleum products would increase the 
industry’s burden by around Rs 89 crores^ 
It is in this context that measures for 
energy conservation by the industry 
assumes great importance. Here the work 
of the Bombay Textile Research Associa¬ 
tion (BTRA) deserves commendation. 

The textile industry was the first to 
adopt the modus operandi of *coopera- 
tive research’ for the sustained develop¬ 
ment of the industry as a whole. BTRA 
was registered as a ‘society* in 1954 with 
a membership of 26 mill companies. 
Consultancy services were initiated av 
early as in 1958, and with the setting up 
of the pilot plant and laboratories in 1961, 
research and development programmes 
were started. BTRA has now grown in 
stature and its present membership of 
more than 80 represents not only the cotton 
mills, but also manufacturers of textile 
machinery, man-made fibres, dyes, chemi¬ 
cals and auxiliaries. The variegated needs 
of this membership are being successfully 
catered to by a modest technical staff ctf 
about 100. The Government of India, 
through the CSIR, has been providing 
financial assistance to the extent of5D 
per cent of the capital and recurring ex¬ 
penditure. BTRA is administered by g 
Governing Council comprising millowners, 
scientists, Government nominees, and the 
directors of the sister textile researd} 
institutions. The research and liaison 
activities are carried out by specialist divt 
sions and groups under the guidance ol 
the director. Advisory committees fi^ 
various disciplines help in the plannint 
and evaluation of research. 

BTRA has just come out with a prag 
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Ijpiilfo multi-pronged stmti^ to reduce 
I of energy ttoough conserva- 

shortened processes and innovative 
y||dinology. In the last category it has 
:: liotuaUy made a revolutionary brcakthro- 
; Itllliti. BTRA’s efforts on the energy front 
•; itteted with a series of ‘TECHNOTES* 
energy management sent to the mills 
|^^|ieiling with practical ways of conserving 
steam and power in the existing set 
Side by side a novel programme of 
^df|Ehiergy Audit' has been launched with 
: formation of a special interdiscipli- 

t nafy task force covering mechanical, elec- 
iMcal and chemical engineering as well as 
•, ledmological expertise. Fourteen mills 
< have spontaneously come forward to sup- 
t piort this activity and derive benefits. 

« laboratory and mobile testing facilities 
• are being created while the accumulated 
knowledge gained through earlier mill sur¬ 
veys is being put to immediate use on the 
inill floor. The experience gained by the 
iCnergy Audit Group is expected to benefit 
^ bie industry as a whole. 

' ( BTRA’s maintenance audit programme 
> financed entirely by the participating 
' bdlls and the cost-benefits have been very 
■ ^sb. Major gains accrue from reduced 
taaohine breakdowns and stoppages, re- 


T. T. Viiayaraghavan 
writes from Bombay 


|lttction in idle spindles, lower consump- 
dpD of lubricants, improved life of spares 
.^d accessories, effective manpower utili- 
jjBtion and overall improved working in 
:|prmsof higher productivity, improved 

f dity and lower damage. It is estimated 
t a composite mill of medium size can 
e about Rs 8 lakhs per annum through 
Jdentific maintenance. Side by side with 
maintenance audit service, BTRA has 
designed and developed a number 
• V- maintenance aids for easy and efficient 
/lindling of maintenance jobs. These 
become quite popular and are widely 
%ed in the industry. 

On the research front BTRA has made 
etgnificant contribution through what 
^ €^led the ‘foam process’, the latest 
^hnology in energy saving. It has been 
njifcased not only to the member mills 
the decentralised sector as well so 
"liatthe benifits may accrue to a large 
“lotion of the industry. This is indeed 
ommendable. It is to be hoped that the 


Commerce Ministry wiH give the iMSded 
financial support to promote the techno¬ 
logy rapidly in both the organised and 
the decentralised sectors. A great advan¬ 
tage of the BTRA foam process is the 
saving of thickening cost in textile print¬ 
ing to the extent of 40 to 65 per cent. 
Another feature is the total elimination" 
of kerosene normally used in pigment 
printing of textiles. The consumption of 
kerosene by the cotton textile industry 
as stated earlier, is estimated at about 20 
million litres per annum. Not only has 
large quantities of kerosene been saved, 
but the foam process has reduced pollu¬ 
tion and likely accidents due to explosion 
which are not uncommon in our process 
houses. Saving in water, dye cost and 
drying cost are some of the other advan¬ 
tages. 


Novel Concept 

A word about foam technology. It is 
the novel concept of replacing water with 
air in the form of foam in the dyeing, 
printing and finishing of textile. Success¬ 
ful application in printing depends upon 
foaming agents suitable to various recipes 
and classes of dyes, foam stabilizers and 
techniques employed, BTRA has develo¬ 
ped the formulations of complex organic 
compounds for use with various types of 
dyestuff on existing conventional machi¬ 
nery. It is also collaborating with SLM- 
Maneklal Industries Ltd in the develop¬ 
ment of foam generating equipment for 
the industry. Vat dyeing is very popular 
with cotton fabrics; but, it requires steam 
heating. Any elimination of heating is 
saving of energy and this is what is 
achieved by BTRA cold and batch pro¬ 
cess for vat dyeing. This is a spin-off 
from the BTRA electrolytic procees im¬ 
plemented on nearly one hundred jigs in 
over thirty mills in India. Thermal energy 
can also be saved by lowering the tempe¬ 
rature of curing. This is achieved by 
BTRA’s fast-acting catalyst for pigment 
printing and catalyst VC for resin fini¬ 
shing. 

All these have been mentioned in detail 
to point out how in the true spirit of 
cooperative research BTRA is making 
R&D a paying proposition. Its multi¬ 
pronged attack on the energy front is 
an example of pragmatism which could be 
emulated by other institutions as well. 


BIllA ii idio wmrkiog M of water 
and effluents* gas fromndll wastes and 
reduction of environmental pollution. 

Finally a word about the new venture 
at BTRA, its test house which was inau¬ 
gurated on January 30. Mr Sudbir Thac- 
kersey. Chairman, The Cotton Textile 
Export Promotion Council, who inaugu¬ 
rated the test house pointed out how our 
aggregate annual earnings through exports 
of textiles, including yarn, fabrics, made- 
ups and garments, amounted to just 
around Rs 790 crores in 1978 when the 
corresponding figure for world exports 
was about Rs 55,000 crores. Thus our 
performance represents a mere 1.5 per 
cent of the world trade. Such a low level 
of performance from a country endowed 
with many favourable factors such as 
home-grown cotton, large and skilled 
labour force, technical capabilities and a 
well-advanced textile machinery manu¬ 
facturing industry showed how big the 
scope is for improving our export perfor¬ 
mance. For stepping up our quality 
standards we must also have sophistica¬ 
ted textile testing facilities which at pre¬ 
sent are lacking. It is therefore fitting 
that BTRA with its decades of experience 
in the service of the industry has stepped 
into fill this void. The decision to set up 
the BTRA test house, it is hoped, will thus 
be a major contribution in improving our 
quality' standards and consequently our 
export performance in textiles. 


Is Indian Coal 
Cheapest ? 


The Government’s decision to raise the 
average price of coal by Rs 20 per tonne 
has been sought to be justified on the 
ground that it was inevitable in view of 
the steadily increasing cost of production 
and the large losses made by the industry 
due to uneconomic working. It has also 
been argued that coal prices in India 
have been substantially lower than in 
many developed countries and that* in the 
context of the urgent need to conserve 
its supplies, a hike in price was necessary. 
These reasons however are not wholly 
convincing. It is true that productiem 
costs have increased sharply but* even so* 
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the l^ustry coiild avoided a x^itical 
situation by efficient management. The 
fact that the Central Coalfields Ltd could 
^ earn a profit of Rs 4 lakhs in 1979-80 
seems to show that even without the latest 
rise in prices, it was possible to improve 
the performances. 

Since nationalisation, coal prices have 
been enhanced from time to time but 
these have not helped the industry to re¬ 
duce its losses. With effect from July 
1979, there was an average price increase 


R. J. Venkateswaran 
writes from Calcutta 


of Rs 36.47 per tonne and it was thought 
that it would enable Coal India to im¬ 
prove its viability. But its cost of produc¬ 
tion shot up by Rs 5.23 per tonne in just 
one year. The cumulative loss of Coal 
India, including depreciation and interest, 
since nationalisation and till the end of 
^arch last year, has been estimated at 
Rs 992 crores. In this background, it 
seems unrealistic to expect that the latest 
increase in the price of coal would sub¬ 
stantially help the industry to enhance 
its profitability. 

The problems of the coal industry have 
been examined in depth by many otficial 
committees, and several specific recom¬ 
mendations have been made to bring 
down the costs of production and achieve 
greater efficiency. Had these suggestions 
been implemented promptly and effective¬ 
ly the coal industry could have easily cut 
its losses to a great extent. It is significant 
that the output per manshift in the Eastern 
Coalfields declined from 0.58 tonne in 
^ 1977-78 to 0.49 tonne in 1979-80 and in 
Siiigarcni from 0.72 tonne to 0.66 tonne. 
I'here has been a decline in productivity 
in the other coalfields also. 

The Economic Times, in its editorial 
of February 10, justified the price increase 
by pointing out that Indian coal “is 
the cheapest anywhere in the world”. 
The paper added that in the USA coal 
price was three to four times higher, that 
India could not afford to under-value it 
in the context of the energy crisis, and 
that “to peg coal prices down will be 
unfair to the future generations’*. But 
* these arguments are superficial and mis¬ 
leading. They ignore the wide differences 



in the economic cohditioW in India and 
the USA. Moreover, Indian coal con¬ 
tains a large percentage of ash of the 
order of 30 per cent to 35 per cent. Con¬ 
sumers have also complained about the 
high percentage of moisture, existence 
of stones, shales and dust, lack of unifor¬ 
mity in size, deliberate under-loading 
and large-scale pilferage. It remains to 
be seen to what extent consumers will be 
able to get adequate quantities of coal of 
the right quality after the recent increase 
in its price. 

Since nationalisation, a sum of about 
Rs 1000 crores is estimated to have been 
invested in the coal industry and in the 
next live years, a further investment of 
about Rs 3500 crores is likely to be made. 
It is therefore essential that its problems 
should be tackled with greater serious¬ 
ness. Improvement of labour relations 
in particular needs special attention. 


How Much Power for 
Eastern Region? 


Tiih LAsrnKN region Power Ministers’ Con¬ 
ference, held in Calcutta on February 8, 
focussed attention more on the long-term 
requirements of power than on measures 
for improving its availability in the short 
period. Except Orissa, the other Slates 
in the region continue to face scarcity of 
power, despite the efforts made by the 
State Governments to augment the sup¬ 
ply in recent months. In West Bengal 
the shortage rose from 14.5 per cent in 
December 1979 to 26.2 per cent in Dec¬ 
ember last year and in Bihar from 34.8 
per cent to 37.6 per cent in the same 
period. Compared to the national aver¬ 
age of 48 per cent capacity utilisation 
in the power stations in December 1980. 
utilisation was 39 per cent in West 
Bengal. 38 per cent in Bihar and 42 per 
cent in the DVC. In these circumstan¬ 
ces, the conference should have examined 
how to step up generation from the exist¬ 
ing capacity and avoid the acute hard¬ 
ship arising from frequent and prolonged 
power cuts. 

Mr Ghani Khan Choudhury. in his ad¬ 
dress to the conference, urged the State 
Governments to give more importance 


to . 'lbe in^lemebtation bf'the on-got^y 
power projects according to schedule, j 
But the conference should have examined 
some of the major handicaps faced by 
the State Governments in carrying out 
these projeCi's. arising from the delay 
and difficulty in getting the necessary eq¬ 
uipment and materials. Besides, there . 
are other impediments. In West Bengal, . 
for example, contractors* workers tend to " 
go slow with a view to prolonging their 
employment. Sometimes, even agitations 
are started to safeguard the jobs. 

Surplus Power 

The Union Power Secretary, Mr. D.V. 
Kapoor said that West Bengal would 
have a surplus power position by the end 
of 1984-85. He revealed that against 
the projected installed capacity of 2954 
MW, generation would be 1600 MW 
compared to the demand of 1540 MW. 
But how realistic are these estimates ?„ 
Does the Government of West Bengal 
agree with these projections ? Do the in¬ 
dustrial associations of the State consider 
that capacity of this order would be 
adequate to meet the growing demand ? 

The Prime Minister, Mrs Gandhi said 
in her address to the Power Ministers’ 
Conference in New Delhi last year, that 
in planning for power, provision should 
be made for a 10 per cent extra aapacity^ 
as a cushion so as to obvitato the pos¬ 
sibility of shortage. Referring to this 
statement, Mr Jyoti Basu wrote to the ' 
Prime Minister that this directive should 
be observed by the Central agencies con¬ 
cerned in drawing up the plans for the 
expansion of electricity. The Chief 
Minister said that, considering the long 
gestation period of power plants, the 
problem should be viewed in a 20-year 
perspective. It is not clear whether thp 
Union Ministry of Energy has given care¬ 
ful consideration to West BengaPs needs 
from the long-term point of view while 
projecting a surplus in the availability of 
power. 

Mr Kapoor assuied the eastern States 
that the Central Electricity Authorty and * 
other agencies would always be willing 
to assist the State Governments in tack¬ 
ling any technical problems. But who is 
going to help the State Governments in 
improving the industrial relations in the 
power plants ? 
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ufoitf on the World 


New Guidelines for 

IMF Assistance 


New GUIDELINES on the scale of Fund as¬ 
sistance to member countries following 
the completion of quota increases under 
the Seventh General Review (IMF Survey. 
December 1980, page 377) were recently 
adopted by the Fund's Executive Board. 
The new guidelines provide, generally, 
for members to have an annual access to 
Fund resources of up to 150 per cent of 
their new quotas or up to 450 per cent 
over a three-year period, Members’ 
cumulative access, net of scheduled re¬ 
purchases would be up to 600 per cent 
of quota. These limits do not take into 
account drawings under the compensa- 
! tory and buffer stock financing facilities, 
or outstanding drawings under the oil 
' facilities. 

The new guidelines replace existing 
, guidelines for the scale of Fund assistance 
under the former quotas which were en¬ 
dorsed by the Interim Committee at the 
J980 Annual Meetings (IMh' Survey, Oct- 
IMkx 13, 1980, page 297). These had 
let a maximum commitment of 200 per 
cent of the former quotas a year, or 
m per cent over a three-year period, 
ijtecausc of the substantial increase in 
'^und quotas, equivalent on average to 
|’50 per cent, the former annual commit- 
^nt level is equivalent to only 133.3 
per cent of members’ new quotas. The 
Ikew guidelines provide for absolute 
Binounts of assistance that are onc- 
dghth, or I2i per cent, larger than the 
old guidelines. 

The new limit of 150 per cent a year, 
or 450 per cent over three years, is con¬ 
sistent with the Fund’s tentative annual 
borrowing target of SDR 6-7 billion. 
•.The question of the even treatment bet¬ 
ween a member country that comes to 
Ifae Fund following the quota increase 
and one that came in earlier will be dealt 
with on a case-by-case basis, as explained 


below under ^'augmentation of arrange¬ 
ments”. 

Flexibility of Guidelines : The guide¬ 
lines governing access under the new 
quotas allow for flexibility in application 
In some cases, members will be able to 
borrow larger amounts than the limits 
would normally allow. One such case 
would occur when the quota of a mem¬ 
ber is unusually low in regard to its eco¬ 
nomic size. Another possible case would 
be when there is an exceptionally strong 
programme of adjustment that would 
warrant a higher figure. 

Review Clause 

It was also agreed by the Board that 
the new guidelines should not be irrevoc¬ 
able, but would be reviewed in the light 
of experience. Among the factors that 
would be considered in such a review are, 
on the one hand, the arrangements that 
have been entered into under the enlarged 
access decision and those that are likely 
to be negotiated in the period ahead and, 
on the other, the pace and modalities of 
the Fund’s borrowing programme. Equ¬ 
ally important will be the foreseeable 
liquidity position of the Fund, which 
will be influenced not only by the pace of 
commitments and borrowings but also by 
the pace of the use of the Fund’s ordi¬ 
nary (i.c., nonborrowed) resources. 

Augmentation of Arrangements : The 
Fund will consider members* requests for 
the augmentation of amounts of existing 
stand-by and extended arrangements in 
the light of the new guidelines. Such re¬ 
quests will be dealt with on a case-by¬ 
case basis, taking into account the de¬ 
velopment of the programme in individual 
countries, normally at the end of the 
first year of an arrangement, although 


there would be flexibility on the question 
of timing. 

Policies on Enlarged Access : Fund 
assistance on an enlarged scale is being 
provided within the framework of the 
supplementary financing facility (IMF 
Survey, March 5, 1975, page 65). The 
authority of the Fund to approve stand¬ 
by or extended arrangements involving 
supplementary resources was limited by 
the terms of the decision establishing the 
supplementary financing facility to the 
period of the first two years of the faci¬ 
lity’s operation, i.e. until February 2, 
1981. The period has now been extended 
by the Board until February 22, 1982. 
The existing procedures associated with 
the use of the facility, in relation to the 
mix of resources, charges, and the repur¬ 
chase period will continue (IMF Survey, 
Supplement on the Fund, September, 
1979, page 10). 

Basic Concepts 

Following the introduction of the new 
guidelines on enlarged access, the basic 
concepts governing the provision of re¬ 
sources remain unchanged. These are ; 

The use of Fund resources in the upper 
credit tranches must be in support of 
members* adjustment efforts and should 
be provided only where such efforts arc 
judged to be adequate to achieve a viable 
balance of payments position over the 
foreseeable period of time. 

To preserve the revolving character of 
the Fund’s resources, programmes suppor¬ 
ted by the Fund should aim at ensuring 
that Fund resources can be repaid over 
reasonable period of time. 

Standards of Fund support should be 
broadly uniform for all members, mean¬ 
ing that all members in a particular situa¬ 
tion are entitled to receive the same txeat- 
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iOM, ghtn thar needs and ttor adjust¬ 
ment efforts. 

/ The Fund should be able to assist 
member countries in a significant way to 
meet their increasing needs and to en¬ 
courage them to come to the Fund at an 
early stage of their difficulties; for this 
purpose, the Fund should increase its 
lending capacity through appropriate 
borrowing. Such borrowing should be 
considered a temporary feature of fund 
financing. 


(investment Guarantee 
for Oil Cash 


Unmiss Gi-rman industry steps up in¬ 
vestments abroad, this country's position 
as the second largest trading power will 
be in jeopardy, according to cx-President 
Walter Scheel, now Supervisory Board 
Chairman of the German Development 
Corporation (DEO). He says that Third 
^World countries especially arc faced with 
dramatically rising balance of payments 
deficits and therefore now depend even 
more on private investments than before. 
Every deutschemark invested by the 
Government-owned DEG triggers DM7 in 
additional investment. This makes the 
DEO more efficient than any other public 
development aid measures, most of which 
do not generate additional investment. 

The DEG has begun its 20th year of 
business with a capital of DM 1 billion. 
And the corporation can now fall back 
on experience virtually in all Third 
4 World countries, where it has been ins¬ 
trumental in bringing about numerous 
joint ventures with subsidiaries of 
European companies. 

It also has considerable cooperation 
experience with investment banks in in¬ 
dustrial and developing countries. 

This makes it an ideal instrument of 
the Bonn Government for tackling new 
development projects—and there are 
more of these than Bonn can handle. 

The oil situation has become increas¬ 
ingly dramatic and many oil-importing 
9 developing countries now find themselves 
in energy and foreign exchange crises. 

So it is in the West's interests that as 



aBUch as possible of Ol^’s foreign ex¬ 
change reserves be channelled to the Third 
World. And there is no better way of 
doing this than through investment. 

This is so important that Bonn should 
not hesitate to guarantee the investments 
of the oil sheikhs in the Third World. 

This is unlikely to meet with any 
difficulties once a decision has been made 
in principle to permit some OPEC coun¬ 
tries to hold equities in the DEG. This 
capital would then automatically benefit 
from supporting measures. 

Such a concession would be perfectly 
justifiable in terms of the economy as a 
whole if it were to persuade some of the 
sheikhs to give up their fence-sitting. 

In view of our continued dependence 
on oil (we have so far failed to take 
energetic measures to reduce it) we have 
a vital interest in making some OPEC 
members produce oil beyond their foreign 
exchange needs. 

Moreover, we must do everything in 
our power to prevent the economic col¬ 
lapse of oil-importing developing coun¬ 
tries. 


Share of Sheikhs 

But so far the oil sheikhs have shown 
little interest in Third World investment. 
So why not make more palatable by 
giving them an opportunity to have a 
share in the DEG and so participate in 
German or Western industry. All that is 
needed is a change of statutes. 

German balance of payments deficit 
is such that a foreign exchange inj:ction 
would be most welcome. 

This would also improve the DEG's 
relations with the trade unions, which 
are worried that the investments abroad 
will deprive Germans of jobs, despite 
conclusive evidence that such invest¬ 
ments help secure jobs at home in the 
long run. 

This additional function of the DEG 
(i.e. the participation of rich OPEC coun¬ 
tries in projects in the industrial world, 
and particularly in Germany) could also 
make the unions see the international 
division of labour in a more favourable 
light. 

It can only promote the willingness to 


cooperate if the DEG get^ off its oneway^l 
road. 

Detractors could say that the likely 
size of such projects would not warrent 
the effort and the expenditure. But thit’; 
is not so because of the high quality of f 
such participation—in fact, a quality SO 5 
outstanding that other industrial nations ( 
could well decide to emulate the DEG. ! 

Furthermore, it does not take too much 
imagination to see that the size of the 
projects could well be very much larger 
than is now assumed. 

(Die Welt) 


Canada Signs 
Commodity Pact 


Canada has signed an international agree¬ 
ment establishing a common fund for 
commodities, Secretary of State for Ex¬ 
ternal Affairs, Mr Mark MacGuigan and 
Minister of Industry, Trade and Com¬ 
merce Mr Herb Gray have announced. 

The S750-milJion fund will be set up to 
finance international commodity agree¬ 
ments which have commodity buffer 
stocks to enhance market price stability. 
The fund will also finance commodity 
development measures, such as researGh*-"; 
and market promotion, with the aim of 
improving the long-term competitiveness 
of various commodities. 

The Common Fund, the result of four 
years of negotiation, is regarded as a key 
element in the North-South dialogue 
especially by the developing nations 
view it as test of the developed nations’; 
commitment to international change. The 
signing of the agreement is an indication 
of Canada's support of the on-going prCK 
ccss of the dialogue between developed 
and developing countries. 

In order to the agreement to enter:; 
into force it will require ratification by 
90 countries. This requires a high degree 
of commitment by the developing coun-> 
tries as well as by the developed countries. 

The Common Fund is a cornerstone 
of the United Nations Conference on 
Trade and Development (UNCTAD) Intc- 
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grated Programme for Commodities which 
has as its main focus the stabilisation of 
prices and improving conditions of trade 
for 18 commodities of particular export 
interest to the developing countries. 

The Common Fund will have two 
accounts. The first account with resources 
of $400 million (US) in the form of 
capital subscriptions from member govern¬ 
ments will help the financing of buffer 
stocks. These resources would substan¬ 
tially increase as individual commodity 
agreements associated with the fund and 
add their resources to those of the first 
account. Canada’s contribution will be 
$10.38 million (US). The fund will not 
intervene directly in commodity markets 
but will work through commodity agree¬ 
ments and financial markets. 

The second account is to have resources 
of $350 million (US) of which $280 mil¬ 
lion (US) will be voluntary contribu¬ 
tions. Canada has pledged $12 million to 
the second account which will help inter¬ 
national commodity organisations. 


The Reagan Proposals 


For the fiscal year ending September 
1982, spending would be at least $41,400 
million below-what it would be if present 
programmes continued unchanged. Fur¬ 
ther reductions in “olT-budgct" Govern- 
rtint lending programmes and enactment 
of new user charges (such as charges for 
the use of inland waterways) would bring 
the total budget saving.s to $49,100 
million. 

For the 1982 fiscal year, the increa.se 
would be $7,200 million over Carter Ad¬ 
ministration proposals, according to pre¬ 
liminary estimates by the Oflice of Ma¬ 
nagement jmJ Budget. Continued spend¬ 
ing restraint in following years, will yield 
a balanced budget by 1984 and a project¬ 
ed $29,900 million budget surplus in 1986 
dwpite tax reductions. Spending would 
^be eliminated or substantially cut back 
for such programmes a.s railway passenger 
service subsidies, job-creation for the un¬ 
employed, energy research and develop¬ 
ment, support to the arts, export credit 
and synthetic fuels development. 

A start is also to be made toward cut¬ 


Proposed Changes in tJS Budget 

(In million dollars) 



1981 

1982 

1983 

1984 

1985 

1986 

Current Base 

Budget authority 

5,430 

7,245 

6,567 

7,680 

8,188 

8.644 

Outlays 

4,944 

5,180 

5,666 

6,360 

6,912 

7,430 

Policy Reduction 

Budget authority 

—616 - 

-J,854 

—205 

—2,513 

—2,978 

—3,187 

Outlays 

ProFO.sed Budget 

-85 

—402 

—584 

—1,063 

—1,527 

—1,827 

♦ 

Budget authority 

4,814 

5,392 

6,362 

5,167 

5,210 

5,457 

Outlays 

4,859 

4,778 

5,082 

5,297 

5,385 

5,603 


ting back traiiNfer payments (entitlement 
programmes). The emphasis would be 
on eliminating benefits for people who 
arc not really in need—for example, res¬ 
tricting eligibility for food stamps, pro¬ 
viding subsidised student loans only to 
children of lower income families, and 
reducing trade adjustment benefits. 

A big cut is planned in marginal income 
tax rates, designed to increase incentives 
for work and investment. The cuts would 
amount to a little less than 30 per cent, 
phased in over four years: a 5 percent cut 
this year, 10 per cent in the next two 
years, and a final 5 per cent cut in 1984. 
At the end of this period marginal tax 
rates would range from 10 to 50 per cent, 
compared to the present range of 14 to 
70 per cent, 1’he higher rates apply to 
taxpayers in the higher income brackets. 

Depreciation relorm is to be made to 
improve tax incentives for business in¬ 
vestment. Businesses would be able to 
write off the costs of investments at a 
faster pace, thus reducing or deferring 
taxes on their profits. 

Under the existing rules, the rate of 
depreciations is based on the expected 
useful life of each asset. The “accelerated 
cost recovery system” proposed by Mr 
Reagan would divide all capital invest¬ 
ments into five broad categories: 

To he written off in three years: Autos 
and light trucks, also equipment used in 
research and development. 

To be written off in five years: Other 
machinery and equipment. 

To he written off in 10 years: Factory 
buildings, plants, and warehouses used by 
their owners; also certain public utility 
property. 


To be written off in 15 years: Other 
nonresidential structures (such as stores 
or warehouses that are rented out) and 
low-income rental housing. 

To he written off in 18 years: Other 
residential structures for rental, such as 
apartment buildings. 

The accelerated cost lecovery system 
would be phased in over a five-year 
period, to reduce the budgetary impact. 

The Administration proposes a 26 per 
cent reduction from the current 1982 
budget request for foreign development 
aid and further reductions during 1983-86. 
This action will halt the very rapid 
growth requested for development aid in 
the Carter budget, for example 33 per 
cent in fiscal year 1982 (October 1, 1981- 
September 1982). It is intended lo assure 
that the most critical US foreign policy 
objectives arc served effectively, but at 
much less cost, by eliminating low prio¬ 
rity activities. 

The agencies and programmes affected 
by the proposal include contributions tOjt 
the multilateral development banks (such 
as the World Bank); payments to the 
United Nations and other international 
organization programmes; the Agency for 
International Development (AID); food 
aid shipments under Public Law 480; and 
the Peace Corps. AH existing interna¬ 
tional commitments will be met; however, 
some payments to the UN and other 
multilateral programmes will be stretched 
out. 

Humanitarian programmes, such as 
those providing emergency disaster relief 
and refugee feeding, will be maintaine<r 
close to the levels of recent years. The 
aid programmes, cut by 20 per cent in 
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1982, will be reoriented to assure that 
they clearly contribute to the ability of 
Third World countries to improve their 
economic performance, rather than 
merely transfeiring dollars. 

For future contributions to multilate¬ 
ral institutions, there will be a careful 
assessment of whether the US funds will 
be used efficiently and how well the 
institutions are serving the United States 
and the international community. The 
reduced programme of very low interest 
loans for exports of food under Public 
Law 480 will also be examined in light of 
the current rising trend in commercial 
agricultural exports to insure that it is 


targeted on the highest priority US ob¬ 
jectives abroad. 

The reduction in the current 1982 ap¬ 
propriations request will be $1,854 mil¬ 
lion, rising to a cut of $3,187 million 
from 1986 spending as projected in 
the Carter budget. Foreign aid funds 
are actually spent over a period of years 
after they arc appropriated: and as a 
result, the near-term savings in actual 
cash budget outlays will be small. In the 
past this circumstance has been used as 
argument against foreign aid cutbacks. 
Cash budget outlay savings will be $402 
million in 1982, but will rise to $1,000 
miliion by 1986 and even higher in the 


fallowing years, contributing importantly 
to the vital long-term effort to bring 
Federal budget under control. 

Further specific details on these devt 
lopment aid reductions will be providit* 
when the revised budget is transmitted t* 
the Congress. 


Middle East Bonanza 


As Iran and Iraq begin to repair tt 
ravages of the continuing Gulf, wa 
western nations aic preparing to rftne 


World Crude Steel Output 




(In 

’000 tonnes) 


1980 

1979 

change 

Belgium 

12,320 

13,441 

—8.3 

Denmark 

734 

803 

—8,6 

West Germany 

43,840 

46,040 

—4.8 

France 

23,162 

23,362 

-0.9 

Italy 

2(\522 

24,035 

-1-10 

Luxembourg 

4,618 

4.949 

-67 

The Netherlands 

5.264 

5,798 

-9.2 

The UK 

11,341 

21,545 

—47.4 

Austria 

4,616 

4,915 

—6 I 

Finland 

2,488 

2,448 

-Hl.6 

Norway 

867 

891 

—2.7 

Portugal 

6.-N9 

661 

-0.3 

Spain 

12 672 

1.2,163 

-4-4.2 

Sweden 

4,234 

4,731 

— 10.6 

Turkey 

2,403 

2,438 

1.4 

Yugoslavia 

3,636 

3.535 

+ 2.9 

Canada 

15,883 

16,104 

--1.4 

USA 

100,698 

123,117 

—18.3 

Argentina 

2,697 

3,195 

-15.6 

Brazil 

15,311 

13,876 

+ 10.3 

Chile 

743 

640 

+ 16.4 

Mexico 

7,099 

7,005 

+ 1.3 

Venezuela 

2,000 

1,487 

+ 34.5 

Australia 

7,594 

8.137 

-6.7 

India 

9,431 

10,136 

—7.0 

Japan 

111,405 

111,757 

-0.3 

Republic of Korea 

8,606 

7,609 

+ 13.1' 

South Africa 

8,974 

8.814 

M.8 

Taiwan 

4,225 

4,250 

—0.6 

Total 

453,952 

487,882 

—7.0 


Source; 

International Iron and Steel Institute. 


trade deals and massive developmei 
contracts. 

The Middle Fast, such :i boom arc 
for western companies in the last fe 
years, is set to produce a new trade boi 
an/a worth billions o( pounds. 

With the freeing of the American ho, 
tage , Iran's rcvoluti- nary regime shoul 
start looking to the outside world fc 
help with its limping ccnnoniy. The U 
itself, however, is unlikely to benefit. 

Britain stands to do very well i 
Tran's warring neighbour Iraq. Once tt 
Gulf conflict ends work will resume i 
Iraq on many big development project 
and on repairing damaged oil install 
tions, Ii-aq was highly important in ij 
vestment terms before the fighting starte 
The outbreak of hostilities scared c 
many visitors at first, but Baghdad’short 
arc now reported full again with busines 
men. At three billion barrels a day, Ira 
was the world’s second biggest oil e: 
porter before launching its attack o 
Iran. 

Iraq announced that its investments at) 
imports arc planned to increase by S 
percent in 1981 to help rebuild tl* 
economy. First Deputy Prime Minish 
Taha Yassin Ramadan said imports tb 
year would rise to $16.7 billion (£7 bill£ 
7). The Iraqi offshore terminals at Md 
AIBakrand Khor Al Amaya have btl^ 
badly hit while the Iranian refinery' . 
Abadan has been shelled constantly? 
Iraqi artillery. These installations w, 
need extensive rebuilding once the war 
over. 
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Wnf of View 

a'" ' 

The Salient Features of Silent Valley 

M. Mohandas 


The author who is a lectursr in Economics at tha University of Calicut, 
highlights certain points which should bo considered while making 
a choice for a project and which have been completely disregarded by 
the State Government. The controversy has taken political overtones 
and in spite of declaration of Silent Valley as a national forest Kerala 
Government has spent nearly Rs 3 crores during the last four years 
in complete diregard of Planning Commission and the Centre. The 
author suggests that the significant aspects of the project should be 
brought within the framework of a detailed social beneflt-cost study 
to reach a rational decision. 


^Phe controversial Silent Valley pro¬ 
ject is to be constructed in one of the 
densest cver-green forests in Western 
P&ats in the Palghat District, lying on 
south-western slopes of the Nilgiri 
>|i]aetau. With an area of 8952 hectares 
^Silent Valley reserve forests have many 
'lulls from where the Kunthipuzba ori- 
%iiates. The proposed dam across 
'llis river requires 1,022 hectares 
jpf land, 950 hactares of which 
ever-green forests. An artificial lake 
4)f 7.5 sq kins in area will be created by 
U concrete arch dam 430 metres long and 
pO metres high. The project attracted 
Attention due to the claim that with a 
'i^ad of 857 metres, which is the highest 
the State, power can be generated at the 
linimum cost. The targetted benefits are 
MWs of power and 10,000 hactares 
irrigation apart from about 3000 Jobs 
about 5-6 years during the period of 
ittruction. 

$ Though the project was first envisaged 
!.i early as the 1940’s, it was given final 
jjtape only in 1965. When several or- 
■jianisations expressed objection to the 
project, the National Committee for En- 
^tironmental P anning and Coordination 
rKCEPC) withheld sanction for it and 
l^mmended abandoning of the project 
ijtt the interest of preserving the ecology 
|! the area. As the Department of Science 
Technology and the Central Govern- 
Dt refused to clear the project, it was 
aracterised as a specific instance of 
eglect of the needs of Kerala by the 
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Centre on political grounds. When the 
project became a political issue the 
then Prime Minister, Mr Morarji Desai 
assured the State Chief Minister, that 
it will be sanctioned irrespective of the 
decision of the Board of Science and 
Technology. Under political pressure, 
the NCEPC cleared the project on an 
understanding that the State Government 
should agree to an 18-point safeguard 
programme, including five-year environ¬ 
mental monitoring before the commence¬ 
ment of the project. This was followed 
by a renewed controversy in which scien¬ 
tists, politicians and engineers participat¬ 
ed. Renowned scientists like Zafar Fute- 
hally, Romulus Whittaker and organisa¬ 
tions like Bombay National History 
Society, Kerala Natural History Society, 
Kerala Forest Research Institute, Inter- 
National Union for Conservation of 
Nature and Natural Resources opposed 
the project on ecological considerations. 
Apart from the multidisciplinary study 
teams sponsored by Sathra Sahithya Pari- 
shad and Geological Survey of India, two 
high level official c< mmittee have already 
visited the Valley. These study teams 
wanted to give up the project. The offer 
of the Centre to finance an alternate pro¬ 
ject or a thermal plant was also rejected 
by the State Government. Finally a team 
of scientists under Prof M.G.K. Menon 
is making a fresh study. What remains 
after these enquiries by so many study 
teams and scientists is only confusion 
about the relevant points. What is more 
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surprising is that KSBB and the State 
Government were least concerned about 
the decision of the Central Govern¬ 
ment and Planning Commission in so far 
as they were going ahead with the pre¬ 
liminary work of the programme and 
have spent over Rs 3 crores during the 
last four years. The State Government 
has made it clear that the declaration of 
the Silent Valley forest into a National 
Park will not affect the project', as it is 
meant for protecting the area outside 
the project. This article seeks to high¬ 
light certain relevant points that are to 
be considered for the choice of the pro¬ 
ject, which have been overlooked in the 
controversies and debates A thorough 
study of all relevant aspects is a must 
for taking a decision. 

Facts and Fiction 

Most of the points raised during the 
controversy were based on fiction rather 
than facts. Both groups were banging 
on their pre conceived notions which 
flittered away tht academic value and 
practical utility of these debates. Those 
who argued for the project confined 
themselves only to econ jmic gains and 
those who opposed wanted to preserve 
the ecology and the invaluable flora and 
fauna without making explicit what are 
the possible side effects by studying the 
evidence from similar projects in tropi¬ 
cal ever-green forests. There is no doubt 
that Silent Valley constitutes part of the 
ever-green forests remaining in the coun¬ 
try, due to inaccessibility so far. Some 
fellings have, in fact, been taking place 
in the accessible parts of Silent Valley 
for supplying sleepers. Since it was bas¬ 
ed on single selection felling ideally suited 
for preserving the ecological characteris¬ 
tics of the tropical forests, it may not do 
any harm as such. But in actual prac¬ 
tice more damage is done to the forest 
growing stock and environment by the 





piffiiniges by forest c^n Whether 

Silent Valley is virgin or not is off the 
context in considering the desirability of 
the hydroelctric project. Of late, the 
Forest Department has given contracts 
for felling trees in the submerging part of 
the project area. 

Relevant Considerations 

The first relevant point for considera¬ 
tion is the nature and magnitude of the 
likely consequences of disturbing the tro¬ 
pical ever-green forests in the Western 
bhats. It is worth recalling that the 
Task Force set up by NCEPC had made 
overall proposals for the ecological deve¬ 
lopment of the Western Ghats. It had 
warned that maintenance of tree cover of 
the Western Ghats was of highest signi¬ 
ficance for the country as a whole and 
that the development which involves the 
destruction of this tree cover should not 
'be permitted. They had spedfically 
warned against such disturbances like 
mining, hydro-electric projects and road 
building which are likely to damage the 
environment of the Western Ghats. The 
role of the natural tree cover (as oppos¬ 
ed to exotic varieties) in precipitating the 
clouds for heavy monsoons has been re¬ 
cognised. This explains the difference in 
rainfall on either side of Western Ghats. 
On the western side, we have a rainfall 
of 500 to 600 cm in a span of 3 to 4 
months, while the eastern side of the 
Ghats receive only 40 cm of rain. These 
ecological susceptibilities of the Western 
Ghats and its high forests should be fur- 
their probed into. For this purpose the 
impact of such disturbances in similar 
tropical evergreen forests elsewhere in the 
country and the world should be looked 
into for empirical evidence. Some such 
evidences are casually cited. But unless 
the forests and biosystem are of com par¬ 
able composition and category, it cannot 
be taken as a guide for policy decisions. 

A related area of investigation is the 
impact of hydro-electric projects in parti¬ 
cular and river valley projects in general 
on the ecology of surrounding areas. 
Fears have been expressed and some evi¬ 
dences have been cited to show that river 
valley projects result in changes in at¬ 
mospheric temperature, climatic va^ries, 


hydmufe pressures su^etiiites leading to 
earthquakes, and loss of fertility and 
water logging in surrounding areas. Large 
scale impounding of water is particularly 
attributed for many side effects. The 
earthquakes in Koyna were attributed to 
this. W.D.M. Warrens (1974) study in 
Ranchi plateau had also shown climatic 
and temperature variations. All these 
problems are relevant in any meaningful 
study of the possible consequence of 
Silent Valley hydroelectric project. 

Since the ardent supporters of the pro¬ 
ject claim it as a panacea for the ills of 
under-development and energy shortage in 
Malabar region, this question needs be 
looked into. It is interesting to note that 
with 40 per cent of population, the share 
of Malabar in electricity consumption of 
the State is only 19 per cer.t. At the same 
time, 1605.38 million Kwh were sold to 
the neighbouring States in 1977-78. The 
corresponding figures for the two pre¬ 
vious years were 555.25 and 2317.80 mil¬ 
lion Kwh respectively. The total supply 
to the neighbouring States have gone up 
since then. Ihc argument that Malabar 
requires its own generating stations for 
supply is invalid when the entire trans¬ 
mission lines to Karnataka goes over 
major part of Malabar. 

Transmission Losses 

Though five hydcl schemes in Malabar re¬ 
gion were under investigation at the begin¬ 
ning of Seventies, it remains mysterious 
why Silent Valley alone is advanced as a 
panacea for Malabar. It has been cited 
by some experts that as far as power sec¬ 
tor is concerned, investment in generation 
and transmission should be balanced and 
at equal level. Though Rs 235 crores have 
been invested for generation till the end of 
1977-78, only Rs 137 crores have been 
spent for transmission. This not only 
results in poor voltage and frequent 
interruptions in supply, but in line losses 
to the extent of 16-18 per cent of the 
generated energy. By reducing this loss 
to 10 to 12 per cent (which can be done 
without difficulty by more investment in 
transmission) an additional energy equi¬ 
valent to 253 million Kwh can be made 
available without any addition to genera¬ 
tion capacity. This gain of power will 
be more than the energy generated in 
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Feriagglkiithu project in 1977-78 or efpij||| 
to the operable capacity of the Sileil| 
Valley project which is evident from tbi 
following para. 

Another related question is whefbec 
the targetted benefits can be reali$6<lL 
The utilisation of installed capacity of tlu| 
power projects in Kerala has been beloW 
50 per cent. Assuming even 50 per cent 
utilisation over time, the expected gene^ 
ration from Silent Valley will be only 261 
million Kwh. So the evaluation of eco¬ 
nomic benefits should be done not oti 
the basis of the targetted capacity, 
but on the maximum possible operating 
capacity 

Inefficient Operations 

Similarly, it is a matter of commoil 
knowledge that most of the Irrigation 
projects are operating even at less than 
half of their targetted capacities. This 
aspect should receive attention when wo 
are blocking up huge amounts of capital 
in giant river valley projects. Very little 
attempts have been made to evaluate 
their actual contribution. Such being 
the experience the expected target of 
irrigating 10,000 hrectares will remain as, 
a dream. These targets have been ana¬ 
lysed so far under the cateris paribee 
style. As have happened in he case of 
many other projects, when the catchment 
area is disturbed the intensity, regularity 
and periodicity of rainfall will change and 
the project will fail to achieve even these 
reduced targets. The unscientific manage¬ 
ment of catchment areas have seen to be 
resulting in substantial soil erosion which 
reduces the economic life of the project 
and storage capacity through enundation 
and silting. In such a case, there will bo 
further scaling down of the targets. As 
experiences in Kerala and elsewhere show^ 
this is almost probable to occur anid^ 
the actual capacities for power generii^f 
tion and irrigation over the planned 
of the project may be less than even 
third of the target. A good amount of 
studies will have to be done on these 
aspects as, completed and ongoing pro¬ 
jects, to understand their real contribu*- 
tions compared to the original targets. 

As NCEPC had made 18-point safe¬ 
guards, including a 5-year environmental 
monitoring before the commencement of 
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^oject» a legislation was passed in 
Cmla to that effect. But laws are no 
ttbstiiutes for political will and actions, 
jbtperiences in Jdukki and other dam 
ites show that whatever may be the 
tringency of the legislative measures 
jovemment may not be able to prevent 
ncroachments; especially when some of 
he constituent j>artics in ruling fronts 
rhampion the cause of cncroachers. What 
s more surprising is that these encroach- 
nents have very little to do with poverty 
ind land hunger in the State. After a visit 
o some of the encroachment settlings, 
iome persons confided that most of the 
)eople on the ground are proxies. Apart 
rom forest contractors, landlords and cash 
Top growers, sonic influential politicians, 
ligh officials of police, secretariat and Forest 
Department are said to have secured 
)enami lands in those places. 

Serious Problem 

However, there is no proof at hand to 
mbstantiatc these allegations. One rca- 
ion for the attraction of ofllcials and high 
•alig^ cultivators for grabing the land is 
he high rale of return on cash crops and 
:he absence of any ceiling legislation on 
plantations. 

The seriousness of the problem was 
i^n in the recent complaint of the 
Keiiala Forest Protection Staff Asscci- 
iifimi in Trichur lhat encroachments have 
Ocreased under the Left I ront Govern- 
nent So they have pleaded for bringing 
:he forest administration under the con- 
:rol of the Central Government for pre- 
/enting further erosion of the valuable 
forest resources. Such being the ex- 
ptirience so far how far can the environ¬ 
mental monitoring be done effectively by 
the Stale Government ? 

One suggestion is to plant the catch¬ 
ment urea and disturbed areas with exoiic 
ipecies. Experiences over a number of 
ntuation.s as well as some studies in the 
Himalayan forests have shown that this 
will have disastrous consequences like 
frequent floods, soi! erosion and enunda- 
tion in dams due to the Hiilure of humus 
CO absorb and regulate water. On the 
ather hand failure;of some of ihe exotics 
like eucalyptus to precipitate the clouds 
md winds have reduced the rainfall and 
increase the temperature over a period of 
:ime. 


What is mbst surprishi| is that the 
Kerala State Electricity Board had started 
the work on the project (other than cons¬ 
truction of dam and generating station) 
about four years ago and has spent 
about R$ 3 crores, even though the 
Central Government ^ and the Planning 
Commission have not given the final 
clearance so far. This is a clear violation 
of the administrative and planning for¬ 
malities and conventions. Jn fact, the 
Kerala Government had made it un- 
equivocably clear that whatever may be 
the decision of the Centre, it will go 
ahead with the project. The State Forest 
Department had already given tenders for 
removing the merchantable timbers from 
the submerging areas. Probably these 
steps might have been consciously engi¬ 
neered to show that already substantial 
investments have been made and it is 
rather impossible for them to retrace the 
steps. However, irreparable damage has 
been done to not only to the catchment 
area, but even to the forest before initiat¬ 
ing the project, through official connivance. 
Because of these, of late, even those who 
opposed it due to ecological considera¬ 
tions have taken a soft line as enough 
diimage has been done to make them 
ecologically susceptible even without the 
project. 

Social Benefit-Cost Study 

The whole row over the project has 
served little purpose. The studies by so 
many teams and scientists have accomp¬ 
lished practically very little. What would 
have been meaningful and relevant for 
the context was a thorough study about 
the social benefits and costs of the pro¬ 
ject. It was interesting that in any of 
these discussions not a single economist 
participated. In fact, a study team for 
evaluating the social benefits and costs 
ought to have been constituted under a 
icnowncd forest economist or an environ¬ 
mental economist. All likely side effects 
should have been evaluated in terms of 
evidence collected from similar projects 
in tropical rain forests. A purely im- 
passionate objective study based on 
scientific evidence and facts would have 
provided an easy answer to the desirabi¬ 
lity or otherwise of the Silent Valley 
Project. Moreover, if the project has to 


bede^dr the power board should . 
made to bear the additional cost of en¬ 
vironmental monitoring and safeguard ^ 
measures. The argument that this pro¬ 
ject can produce power at the lowest cost 
is in total disregard of the expenses 
which may assume alarming proportions. 

It is worth recalling that for making only 
marginal corrections of the side effects of 
the Aswan High Dam across the Nile, 
81,500 million, much more than the 
original cost, were spent. 

In short, the row over the Silent Valley 
Project and the voluminous reports of 
the scientists have created more fume - 
than heat. All the relevant and signifi¬ 
cant a.spccts of the problem have to be 
brought within the framework of a de¬ 
tailed social benefit-cost study to take a 
rational decision which will be in the best 
interest of the society. 

Vested Interests 

But the controversy has, in fact, deeper 
roots and wider implications. These are 
mainly connected with the extraction, 
exploitation, trade, processing and export 
of forest products by the private indivi¬ 
duals and firms even in spite of the pub¬ 
lic ownership of forest lands. It is natu¬ 
ral that profit-seeking individuals and 
firms will have vested interest and the 
power boards, politicians and the bureau¬ 
cracy consciously or unconsciously became 
parlies in destroying the valuable forest 
resource in the persuit of private gains. 
These vested interests naturally instigate 
the local population by catchy slogans, 
influence the policymakers through ap-* 
parently rational arguments and some¬ 
times politicalising the affairs for their * 
private gains. The private construction 
and engineering companies have a power¬ 
ful lobby for certain projects. Some such 
firms were said to be interested in Silent 
Valley projects also. Much of these 
vested interests can be eliminated by 
leaving extraction, collection, trade and 
export of forest products exclusively to 
the Forest Development Corporation or 
any public sector agency created for that 
purpose. Moreover, the outlook regard¬ 
ing economic development has to be made 
more positive so as to arrive at a right 
balance between exploitation for current 
uses and conservation for future uses. 


aASTBRN BCONOIflST 


510 


raBRyAHY 20 , 1981 



jRpirtf of Yimo 

Exploiting Wheat Production Potential 

A. R. Patel 


In spite of the success of green revolution, the Instability In the 
wheat production In the past has been due to diseases. To chsck 
these disasters, the author pleads for an inteslited research and 
International cooperation In evolving disease-resistant seeds. He 
emphasises the need of scientiflc management, and adequate 
warehousing facilities as a post-harvest measure. 


R Abrupt and fundamental changes, as 
evident from the green revolution, have 
brought about transformation in the 
production of wheat in India in the Seven¬ 
ties. However, the achievement with re¬ 
ference to the output envisaged every 
year has been less than the targets set. A 
careful study of the factors associated 
\^th the production trends reveals that 
often the unsatisfactory achievement has 
been more a function of physical cons- 
^traints rather than ecological or natural 
forces. Wheat production technology has 
clearly demonstrated that the targets can 
be achieved and India can produce SO 
million tonnes of wheat a year. But this 
is left to the will of the farmers to achieve 
it. It is against this background that an 
attempt has been made here to appreciate 
the research and development efforts 
made by farm scientists in providing a 
sound foundation for wheat production 
as also the urgent need of evolving a stra¬ 
tegy or blueprint of action plan for in¬ 
creasing wheat output which should lay 
^ emphasis on: (i) the cultivation of wheat 
in the eastern and Himalayan regions of 
India; (ii) increasing production of durum 
wheat; (iii) management of land, water, 
energy and nutrients; and (iv) post-harvest 
measures. 

Wheat production technology primarily 
involves evolution of high-yielding varie¬ 
ties, agronomic practices, control measu¬ 
res for various diseases and pests and 
mematodes and improving the quality 
of grain as also the production efficiency 
of the plant. In order to achieve a break¬ 
-through in wheat research and develop¬ 
ment, the AlMndia Co-ordinated Wheat 
Improvement Project (AICWIP) was ini¬ 



tiated in 1961-62. It provided an oppor¬ 
tunity to all the research scientists to 
come together for pooling their experien¬ 
ces, undertake experiments on a nation¬ 
wide scale in different agro-climatic zones, 
exchange the research information ob¬ 
tained in different disciplines, and work 
in close collaboration with various agri¬ 
cultural universities, institutions, Depart¬ 
ments of Agriculture, etc. The financial 
outlay for this research effort was stepped 
up from Rs 6H lakhs under the Fourth 
Plan to Rs 220 lakhs under the Fifth Plan. 

A high-yielding, disease-resistant and 
good quality genotype, which is amenable 
for exploitation through different inputs 
and management practices, has been con¬ 
sidered to be the crucial factor for break¬ 
through in the crop production techno¬ 
logy. Application of any amount of 
chemical fertilisers and or organic manures 
and irrigation or adoption of agronomic 
practices and crop-rotations could be 
rendered ineffective if the right type of 
genotype was not available. In order to 
make available/devclop the right type of 
genotype, in the case of wheat, a four¬ 
pronged breeding strategy was undertaken 
at major wheat research centres in the 
country. The chief ingredients of this 
strategy were: (i) the assessment of the 
four commercial varieties received from 
Mexico for determining their yield poten¬ 
tial, which resulted ih the identification 
of Lerma Rojo-64A and Sonora-64 for 
direct introduction on the cultivators* 
fields; (ii) screening of the advanced bread¬ 
ing lines for imparting resistance to rusts 
and other diseases as also for conferring 
superior grain quality; (iii) subjecting 
Lerma Rojo-64A and Sonora-64, which 


possessed red grains, to radiation treats 
ment in order to create variability for 
grain colour without loss of their yield 
potential. (Through such mutation tech** 
niques, Pusa Lerma and Sharbati Sonora 
were developed); and (iv) crossing of the 
Mexican dwarf wheats with Indian wheat 
varieties to make selections in segregatiqg 
population. 

Miracle Seed 

This strategy resulted in the release 
of a large number of wheat varieties, 
viz, Janak, Pratap, Moli, Hira, WH- 
147, WH-410, WL-7I1, WG-357. HD- 
2122, HP-1102, HD.4530 etc. In fact, 
India for the first time in its agricultural 
history developed/produced miracle seed 
which brought scientific and technological 
revolution (STR) to the country. These 
varieties became so popular amongst 
the farming community that area under . 
high-yielding varieties increased from 
mere four hectares in 1964-65 to aboid 
four million hectares in 1971-72 and over 
12.5 million hectares by now. This 
achievement could be rightly considered 
by any standards unparalleled in the his^ 
tory. 

With the release of these varieties, a 
new dynamism was imparted to wheat- , 
based farming system. Flexibility in sow¬ 
ing dates was now made possible by intro¬ 
ducing the relatively photo-insensitive 
dwarf wheat varieties. This helped to 
plan out a good number of crop rotations 
under varying situations. More impor-, 
tantly, jute-rice-wheat rotation and 
moong-rice-wheat rotation were widely 
adopted in West Bengal and Punjab, 
sugarcane-wheat, potato-wheat and several 
other such crop combinations have also 
been developed for different zones. 

With a view to accelerating the pace of 
progress in plant breeding research 
through cultivation of two crops in a year, 
facilities are being strengthened in India 
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growing wheat during summer in the 
^Lahul ValJey (Himachal Pradesh) and 
? the Nilgiris Hills (Tamil Nadu). Since 
the dry wheat cultivation is spread over 
. about seven million hectares in the coun- 
‘ tiy» where it is raised under unirrigated 
’ conditions, evolution of wheat varieties 
\adiich can resist drought situations in 
' these areas has engaged considerable 
' attention of plant breeders. A national 
^itffought screening nursery, therefore, has 
^ been organised to identify suitable varie¬ 
ties for breeding as also for cultivation 
^purposes. Likewise, frost often badly 
aflbcts wheat production in the northern 
hills and northern plains. This factor 
has also been looked into. 

King of Cereals 

The bread wheat, botanically, called 
Trtticum aestivium, with 42 chromosomes 
(carriers of hereditary determinants) has 
three parents —Tmonococcum^ Aegilops 
Speltoides and Aegilops Squarresa, each 
having 14 chromosomes. Each of these 
three parents individually is a very poor 
yielder, but in combination they have 
given rise to what is known as the **King 
of Cereals’*. This is the power of co¬ 
operative interaction in the biological 
world. The evolution of wheat varieties 
for this purpose from this type of gene* 
tic engineering methods has been paying 
rich dividends. Though commandable 
work has already been done in col¬ 
lecting wheat varieties from different parts 
^f the world and in crossing them with 
ll^h other, there is still vast scope for 
Hfeiloping new varieties by crossing 
■Img and winter wheat. A programme 
Ef winter and spring wheat crosses in 
rindia will help us select varieties both for 
{winter hardiness in Kashmir and Hima¬ 
layan region and drought hardiness for 
pther areas. 

The most important cause of instability 
in wheat production in the past has been 
disease epidemics. Amongst diseases, 
wheat rusts cause the maximum damage. 
In the past, history has recorded enor¬ 
mous losses on account of the rust epide¬ 
mics. The major calamity like the rust 
epidemic that overtook the wheat crop in 
central and peninsular India in 1947—re¬ 
sulting iii a loss of about two million 
tonnes, underlined the need for an all- 


India approach to solve this problem of 
national importance. Accordingly, All- 
India Co-ordinated Wheat Rust Control 
Scheme with centres in diflbrent States 
was initiated. We qpw have a National 
Disease Survey and Surveillance System 
in Wheat operated cooperatively by wheat 
pathologists of lARI and agricultural 
universities. In order to give a boost to 
the programme of controlling rust, a 
national rust control strategy has also 
been developed. 

It has been accepted by scientists that 
the countries where the crop has been 
prone to rust epidemics, should simulta¬ 
neously grow numerous strains of the 
same varieties in order to prevent wide¬ 
spread damage and disaster. As a check 
against rust epidemics, Indian scientists 
have developed a * multiline" wheat variety. 
The multiline Kalyan Sona variety has 
been observed as having greater chances 
of survival against rust than the pure 
Kalyan Sona. 

Important Aohievemont 

An important achievement of the 
Indian scientists in the field of genetic 
engineering has been the transferring 
of the rust-resistant genes of Russian 
rye plant into the chromosome of an ax- 
cellent variety of Punjab wheat (C-591). 
The hybrid wheat thus produced is com¬ 
pletely resistant to the rust disease. Vast 
potentialities of conferring disease resis¬ 
tance to wheat by the transfer of resistant 
genes are also reported by several scien¬ 
tists from other countries. Since rust 
fungus would not respect national or 
State boundaries, it is very essential that 
countries in a common rust zone should 
cooperate in varietal testing and release. 

We have still considerable untapped 
production potential in wheat even at the 
current levels of technology. For exam¬ 
ple, the average yield per hectare of 
irrigated wheat is only 12 quintals in UP, 
while it is over 2$fa<iumtals in Punjab. 
The potential farm yield is about 2 to .4 
times higher than the actual farm yield 
in many States. The National Commis¬ 
sion on Agriculture (NCA) has projected 
a yield of 21 quintals per hectare by 1985, 
which should give as much as 42 million 
tonnes of wheat on an area of 20 million 
hectares. 


In order to achieve a breakthrough in 
wheat production technology with refe¬ 
rence to the untapped production reser¬ 
voir and identify constraints responsible 
for the yield gap, a plan involving 
people's participation on community 
basis has to be drawn. This should take 
into account the important considerations 
viz., (i) as the performance and profitabi¬ 
lity of the existing high-yielding varieties 
with costly inputs are uncertain efforts 
should be made to develop a technology 
which combines good yield with reliabi¬ 
lity and security of profit to farmers—a 
high yield-cum-high stability technology 
should, therefore, be developed, if small 
and marginal farmers are to be induced 
to take up to such technology, (ii) varie¬ 
ties resistant to floods and water logging 
should be developed, (iii)diversification of 
varieties and periodic replacement of 
varieties are important ingredients of 
high-stability technology, (iv) water 
distribution system, on-farm management 
of water and drainage should be improv¬ 
ed in all the irrigated areas, especially in 
47 Command Area Projects in 12 Slates, 
(v) post-harvest technology involving the 
use c f community grain driers using solar 
energy and organic fuels like paddy husk, 
wheat straw, weeds etc. as well as cheap 
storage structures should be developed. 

Untapped Potential 

New avenues for cultivation of wheat 
in eastern India have now been opened as 
there is a fairly large area in the foot¬ 
hills of the Himalayas in Bihar, West 
Bengal and Assam where there is enough 
sub-soil moisture in the winter to sustain ^ 
a good crop of wheat without supple¬ 
mental irrigation. Besides, in eastern 
India, quite a good percentage of arable 
land, mainly upland, is under direct 
seeded rice and jute which are harvested 
early enough to release the land for wheat 
cultivation. With the introduction of 
semi-dwarf, short-duration varieties, there 
has been a tremendous development in 
the cultivation of wheat in respect of 
area and productivity. In West Bengal, 
wheat cultivation in the past ten years 
has increased to over 558,000 hectares 
with average productivity of 2125 kg/ha. 
Under rice-wheat rotation, the average 
production of wheat has been 2,437 kgs 
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SMts it has been 1,200 kgs in Assam, 
1785 kgs in Bihak^, 1,852 kigs in Orissa, 
2,250 kgs in Tripura, 2,181 kgs in West 
Bengal which compare favourably with 
2,406 kgs in Punjab, 2,041 kgs in Haryana, 
1,249 kgs in Uttar Pradesh, 1,248 kgs in 
Rajasthan and 1,380 kgs all-India average. 

Extension of cultivation of wheat after 
transplanted rice in intermediate situa¬ 
tions of land, necessitates introduction of 
short-duration and high-yielding varieties 
of rice to release the land in time for 
wheat sowing. As a number of HYV, 
photo-insensitive and short-duration dwarf 
r varieties of rice suited to different loca¬ 
tions are available, these need to be 
popularised for being grown on large 
scale for increasing production of both 
rice and wheat. 

Drainage System 

As the winter in eastern region is short 
and mild, yield of wheat is reduced drasti¬ 
cally if the sowing is delayed beyond the 
optimum time which is normally early to 
middle of November. It is, however, 
evident that in the month of October, 
total precipitation is higher than total 
evaporation in many places. This does not 
permit preparation of land for sowing 
wheat in time. Thus, a good drainage 
system with facilities for efficient manage¬ 
ment of this water is a must. 

Though direct-seeded rice usually gives 
less yield by 2 to 3 quintals per hectare 
than grown under transplanted conditions, 
total cereal production (rice plus wheat) 
per unit area under such conditions would 
be greater as well as assured. 

In upland areas where rice-wheat 
combination is normally followed, a gap 
of nearly six to eight weeks exists bet¬ 
ween harvesting of rice and sowing of 
wheat, which could be profitably utilised 
for growing legume crop, preferably 
phaesolus spp, which increases the yield 
of wheat. In jute-rice-wheat cropping 
system, wheat yield has been found to be 
m(xrc than in green-manure (Dhaincha, 
Sesbania sp.) rice-wheat cropping system. 

With the availability of high-yielding, 
photo-insensitive dwarf varieties of rice 
giving very high yield upto 10,000 kgs/ha 
when grown between the months of 
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adopted because of hti^ yield per hectare 
as compared to maximum 3,500 to 4,000 
kgs/ha of wheat. Thus, in many areas 
where wheat can be successfully cultivat¬ 
ed, summer rice is grown because of high 
yield per unit area< This has distinct 
advantages, viz., (i) the amount of water 
required for irrigating one hectare of 
summer rice can provide irrigation for 
nearly five hectares of wheat—in short, 
with same quantity of water more area 
can be brought under wheat with overall 
greater production of cereals, (ii) summer 
rice is heavily infested by insects and 
pests unless timely plant protection 
measures are resorted to, whereas wheat 
crop is virtually free from this trouble, 

(iii) in rice-wheat rotation, a third crop 
of legumes or oilseeds can be taken as 
wheat occupies land for four months as 
against no crop in rice-rice rotation, 

(iv) the cultivation cost of summer rice 
per hectare is higher than that of wheat. 
Thus, except in low-lying situations, 
where wheat cannot be cultivated, rice- 
wheat rotation should be popularised for 
adoption. Similarly, wheat can be culti¬ 
vated in the foothills of the Himalayas 
without irrigation' because of high sub¬ 
soil water. Comparatively prolonged 
winter permits earlier sowing. Rice-wheat 
rotation is gradually being adopted in 
this region with a yield of more than 
2,000 kgs/ha of wheat. 

All-out Effort 

Thus, all-out efforts should be made to 
exploit the potential that exists in this 
part of the country. 

About one million hectares are under 
wheat cultivation in the Himalayas. The 
wheat belt in the Himalayas extends 
through Jammu & Kashmir, Himachal 
Pradesh, Kumaon and Garhwal region of 
Uttar Pradesh and north-eastern hilly 
States. However, the average yield varies 
from 8.5 to 10.5 quintals per hectare 
which is quite low. While efforts were 
made to extend cultivation of dwarf 
wheats, Kalyan Sona and Sonalika high-' 
yielding varieties in the Himalayas, three 
new races of yellow rust occurred and 
these varieties proved to be susceptible 
to these races. As a result of extensive 
research, three wheat varieties, viz., 
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Qffp, Sbaiia^ aM vl 421 havaBe^^ 
developed and released for cultivatiofiJ| 
Oirija possesses high degree of resislanoel 
to yellow and broN^n rusts and is recom¬ 
mended for cultivation in the high alti«> 
tude areas of the Himalayas. It does not; 
lodge and matures ten days earlier than 
Kalyan Sona and thus escapes dama^ 
due to pre-monsoon rains which is a' 
regular phenomenon in this area. It 
tills profusely, and has amber, medium' 
bold and semi-hard grains. It is slightly, 
superior to Kalyan Sona in respect of 
yield. *Shailaja' is also highly resistant 
to yellow and brown rusts. It is recom* 
mended for cultivation in the lower 
hills (below 1,500 metres of Himachal 
Pradesh under timely sown irrigated 
conditions. It is medium-early in matu« 
rity and easy to thresh. It matures about 
a week earlier than Kalyan Sona. The 
grains are amber, red and medium bold. 
Its yield potential is quite high and has 
out-yielded Kalyan Sona by 23 per cent. 

DIsaase Resistant 

‘VL-42r is also highly resistant to yellow 
and brown rusts. It is recommended for 
cultivation in the lower hills of Himalayas 
under rainfed, timely sovra, low fertility 
conditions. It is medium early in matu* 
riiy and its grains are amber, semi-hard 
and medium bold. Its yield potential 
slightly more than Kalyan Sona. 

Effective steps should be taken to im 
volve the SFDA/MFAL development 
agencies, community lift irrigation sdie* 
mes, multiple cropping and intensive fer* 
tiliser promotion scheme for extending 
the benefits of wheat cultivation in thil 
area. j 

At present, India grows durum wheat 
in the central and peninsular parts to 
the extent of two million hectares. Under 
rainfed conditions the avarage production 
under farmers’ conditions comes to about 
4.5 quintals per hectare. However, with 
the introduction of improved varietiei^ 
and scientific methods of cultivations, 
viz, application of 40 kgs N and 20 kgS 
PjOf, placement of N and P20ft about 2 
to 3 cm below the seed, reducing row-to<^ 
row distance from 30 cm to 20 cm and 
increasing seed rate from 75 to 100 kp| 
per hectare, yields more than 15 quintals' 
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mhave been obtained. Under ir- 
conditions, with two irrigations 
I yields of tall durum varieties could be 
ed from 10 quintals to 25 quintals 
pT hectare. One irrigation is to be given 
crown rooting initiation stage and 
onyjinother 36 days after it. The tall varie- 
! oOf|i^ lodge with higher frequency of ir- 
;\Vil):i^tioD. The dwarf durum varieties 
Ifli^ftt^nd favourably to the application of 
upto 120 kgs N and 60 kgs 
per hectare. The adaptability of 
wheats has been quite narrow and 
' fluctuations are significantly high. 

(pigi^ordingly, more specific recommenda- 
;iij|^ftons are prescribed for them, e.g. varie* 
tiillib^ having maturity period 115 to 125 
Iffl ifl avs should be sown by middle of Nov¬ 
ember and those having 130 to 140 days 
by first week of November. FeniFiser 
should be given at the rate of 60 kgs N, 
kgs P20ft and 20 to 30s kg K 2 O. P20i 
K 2 O should be drilled sown before 
(c^bedingand 60 kgs N should be given in 
tht^^o split applications—30 kgs at the 
root initiation stage and balance 
kgs at the time of second irrigation, 
thfjfhe dwarf durum varieties perform Ww*ll 
' yi^ven with 4 to 5 irrigations as compared 
9%) six in the case of dwarf aestivums. 
of 

. Since quite a few of the Indian durums 
!^mmpare well with standard durums of 
!!pmada and the USA for quality, it 
^ W>uld be possible to create an export 
^l^jAirket for these by drawing a systamatic 
.. jjton for increasing its production in 
.i^^^jf^tified areas and giving a boost to 
^fl^ted dwarf durums for this purpose. 


Emphasis on Production 



strategy should lay emphasis on 
ung up the per hectare yield and in- 
ftsing the area under wheat crop in 
If wion-traditional areas. The per hectare 
la^d should be improved by way of judi- 
otitoususe of monetary inputs such as 
seeds, fertilisers, plant protection 
Inbsmicals and irrigation, on one side, and 
illb non-monetary inputs such as selection 
appropriate variety, timely sowing, 
Iiyioper and timely application of fertilisers 
mdllotent use of water and need-based 
protection measures on the other, 
massive information transfer program- 
through radio, television, local news 

' 
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staff would have to be pji&d. For this 
purpose technology traiisfer groups con¬ 
sisting of representatives of mass media 
and Government departments may have 
to be set up. 

While the scientists have developed and 
demonstrated the utility and effectiveness 
of an economically viable high-yielding 
technology, a massive programme for the 
distribution of quality seeds through the 
National Seeds Corporation and such 
other agencies needs to be intensified. 
The high-yielding seeds evolved have 
been responsive to fertiliser and irriga¬ 
tion. Accordingly, fertiliser-use cam¬ 
paign has to be systematically undertaken 
with a built-in arrangement of fertiliser 
distribution through multi-purpose service 
societies and approved dealers. Ground 
and surface water resources should be ex¬ 
ploited fully in the Indo-Ganegtic plain. 
Low-cost bamboo tubewells in Bihar, 
heavy duty tubewells in other suitable 
areas and diesel/electric pumpsets should 
be installed in the country. 

Credit Facilities 

The credit institutions, including 
cooperatives, regional rural banks and 
commercial banks, may have to be involv¬ 
ed increasingly for extending financial 
assistance to farmers for raising wheat 
crop with high-yielding varieties under 
adequate fertility and irrigation. The rese¬ 
arch institutes have also developed suit¬ 
able farm implements, equipments and 
machineries which not only provide re¬ 
quired farm power but also help farmers 
carry out farm operations uniformly, spee¬ 
dily, effectively and timely. These im¬ 
plements may have to be popularised, 
fabricated in adequate number and sup¬ 
plied to the farmers. Extension and in¬ 
put agencies as also mass-media may 
have to play a very crucial role in popu¬ 
larising and making available to the 
farmers the new wheat production tech¬ 
nology. 

As water holds the key to the success¬ 
ful cultivation of wheat, the greatest 
attention would have to be paid to the 
improvement of water management prac¬ 
tices as also reduction in losses through 
seepage from water channels. The Food- 
for-Work Programme should be utilised 


promoting spieati^ water 
In the production technology for irrigated 
wheat, more attention should be paid on 
the preparation of good seed bed and 
treatment of soil and seed to reduce in^ 
fection of Kamal bunt, seedling blight, 
rootrot, etc. 

Seal# of Financo 

The production plan should lay em¬ 
phasis on involving the project authori¬ 
ties such as SFDA, DPAP, CAD,IRDP, 
etc. With the help of these authorities, 
the credit agencies in their adopted vill¬ 
ages as also in the command area of their 
operation should initiate steps for the 
disbursal of loan facilities. A realistic 
scale of finance required for the cultiva¬ 
tion of wheat should be evolved areawise 
by the experts of the technical department 
of the govcmment/panchayat and the 
banks. This scale of finance should be 
uniformly adopted by the banks in the 
specified area. The farmers should be 
given complete package of inputs. The 
soil of the farmers’ fields should be test¬ 
ed to determine the existing status of and 
need for additional plant nutrients in¬ 
cluding the micro-nutrients. This will help 
in reducing the cost of production per 
unit quantity. Arrangements may have 
to be made to ensure the timely and ade¬ 
quate supply of diesel at resonable price 
to the farmers in the remote areas through 
the public distribution system, coopera¬ 
tive FPS/LAMPS authorised dealers etc. 

The State electricity boards may have to 
plan their programme of supplying electri¬ 
city in villages in view of power shortage. 
While a large number of small farmers 
may have to be helped to take up wheat 
cultivation, they should be assisted in 
conducting their farm operations especi¬ 
ally seed-bed preparation, sowing, har¬ 
vesting, and thrashing throu^ the agro¬ 
industries corporations, agro-service cen¬ 
tres, etc. This will help them reduce the 
cost of their produce and increase pro¬ 
ductivity. The extension agency under 
the ‘Training and Visit System* introduc¬ 
ed in most of the States should provide 
frequent technical guidance and training 
to the farmers in respect of improved mo* 
thods of wheat cultivation whid^can raise 
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the crop productivity, increase income and 
reduce the cost of produce* 

Certain areas in Punjab, Himachal 
Pradesh, Bihar, Madhya Pradesh, Gujarat, 
Haryana and the terai areas of UP have, 
of late, shown deficiencies of micronut¬ 
rients such as zinc. Application of zinc 
sulphate at 10 to 25 kgs/ha a$ a prophy¬ 
lactic measures in these areas js suggested. 
However, soils which have been actually 
found deficient in zinc by soil tests, have 
to be applied this chemical as recom¬ 
mended by soil scientists. Deficiency of 
sulphur is also reported in Punjab. As 
such in those pockets where sulphur de¬ 
ficiency is noticed, corrective measures 
will have to be taken as per the guidance 
of farm scientists. 

Alkaline Soils 

More than 7.0 million hectares in 
In^ia have salinity/alkalinity problems. 
However, good crops of wheat (30 to 
40 kgs/ha) can be taken on these lands 
by following proper agronomic practices 
and selection of right variety. Varieties 
like Hira, WG 357. Moti HD 1944, 
C 306, etc are found doing well even on 
alkali soils. The correct agronomic 
practices after choosing the right type of 
variety for growing wheat in alkali soils 
to be followed should include; (i) reclain- 
ing of land by leaching salts by applying 
gypsum and growing of Dhaincha; (ii) 
pulverising of soil and keeping sufficient 
moisture for good germination of wheat 
seed; (iii) sowing of wheat before third 
week of November at 100 kgs/ha, prefer¬ 
ably by drill; (iv) applying of N, P and K 
in the ratio of 120:60:60 kg.s/ha (a little 
higher doses than what is needed in nor¬ 
mal soils); and (v) applying of frequent 
Irrigations. 

Good crops of wheat can a^o be taken 
in the space between the rows of sugar¬ 
cane, potato, etc. Yields upto 3 to 5 
tonnes/ha are possible under these condi¬ 
tions without seriously affecting the yields 
and quality of sugarcane or potato. If 
this method is followed by farmers, it 
would mean that the wheat grain and 
straw arc ‘bonus’ to them in these ‘row 
crops*. 

The weeds and diseases often take a 
heavy toll in the production programme. 



Methods of eliminating them have now 
been evolved and standardised by farm 
scientists. 1 he weeds not only rob the 
main crop olT the plant nutrients, mois¬ 
ture, etc., through intensive competition 
but also make soil poor and unproduc¬ 
tive in the course of time. In this case, 
what is now essentially needed is the sus¬ 
tained community action on the part of 
all farmers in the village under able leader¬ 
ship of panchayats so that these weeds 
are not allowed to shed their seeds on 
the soil. 

Scientific investigations in the USA and 
the UK reveal that under scientific me¬ 
thods of storage, wheat can be held safely 
in storage for several years. Safe storage 
in this regard means the grain retains its 
original weight, taste and nutritive values. 
As far as weight or quantity is concerned, 
some loss in storage is inevitable but it 
can be kept to the minimum level of 0.1 
to 0.5 per cent by adopting appropriate 
technology. 

When harvested by traditional methods, 
moisture is observed to be ranging from 
8 to 10 per cent in very dry grains. This 
causes appreciable loss on account of 
shattering, in mechanical harvesting, 
these losses are observed to be as high as 
10 to 15 per cent. 

Storage Bins 

Normally, wheat harvested in India be¬ 
ing dry and having moisture less than 10 
per cent will have to be stored in air-tight 
containers so that moisture content of the 
grain is retained at low level and grain 
is rendered re'^istant to insects and other 
adverse effects. In case grain is not dry, 
it needs to be well dried before placing in 
such storages. Dry grain in air-tight 
storage can be held safely for a number of 
years without any adverse effect on taste, 
nutritive value and to some extent on ger¬ 
mination. Pusa Bin, Pantnagar Kothia, 
PAU-bin, Kisan Kothi, etc., are some of 
the containers whldi arc practically air¬ 
tight for such storage. In order to keep 
grain safe from insects in such containers, 
the container .should be kept filled to its 
capacity. In case it is not full, fumiga¬ 
tion becomes necessary for providing 
protection against insects. Metal con¬ 
tainers when exposed to sun and cold in 
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outside environment develop, conditibiii 
favourable for movement of moisture hi 
the grain. This will mean grain along the 
side of the containers getting spoilt and 
entire built of grain losing its germination 
capacity. Metal containers should, there¬ 
fore, be kept as far as possible indocMl- 
Alternatively, they should be protected 
from the heat of the sun. 

Effective Method 

Air-tight container is a simple, cheap 
and effective method of storage for wheat 
on the farm. When container cannot be 
kept full, fumigating grain by placing 
either ethylene bromide ampules or ahi* 
minium phosphide tablets in the grain on 
the top and closing the container air-tight 
for eight days or more is recommended. 
These chemicals evaporate and their va¬ 
pours by penetration in the grain, kill 
insects that may be present. Insects when 
present eat the grain and thereby adverse¬ 
ly affect taste, weight, nutritive value and 
gcrniinulion capacity of the grains. Fumi¬ 
gated grains are free of insects and in air¬ 
tight containers they will remain free 
from fresh attack. 

It is estimated that of the 10 milliar 
tonnes of wheat marketed three to fom 
million tonnes arc held by the trade anc 
six to seven million tonnes are purchasec 
and stored by the Government. In th< 
process of trade, insects, rats and damp 
ness cause considerable damage to grains 
A study reveals that around five per cen 
damage is caused in the trade channel 
Thus efficient warehousing system needJ 
to be built up. Building new markets witll 
rat-and damp-proof warehouses and shift 
ing storage from the traditionally coit 
gested places to the market yards wouk 
be required. Development of markc 
yards on modern and scientific method 
with the assistance of World BanJ 
ARDC and commercial banks in Ul 
Rajasthan, Bihar and Karnataka is a ste 
in right direction which should be emuls 
ted by all the Stales. Besides, village ani 
taluka panchayats .should take full 
vantage of ‘Rural Godown Scheme* r< 
cently formulated by the Govemmeil 
and to be financed by ARDC and bank^ 
for creating scientific storage facilities i. 
the villages. 
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Export of Ceramics 


Xrere is enormous scope for the export 
of ceramics from India to some oil-rich 
countries where ambitious construction 
projects are being implemented. Accord¬ 
ing to MrT. Tiwari, Chairman of Indus¬ 
trial Reconstruction Corporation of India, 
(ndian ceramics manufacturers should 
mdertake extensive research and develop- 
tnent to improve the quality of their pro¬ 
ducts to face international competition. 
Addressing the annual general meeting 
of the Indian Ceramic Society, which has 
completed 53 years of its existence, he 
said that a number of Indian construction 
firms had been executing giant cons¬ 
truction projects in some West Asian 
countries. They had in hand construction 
orders in Iraq worth about Rs 1,000 cro- 
res and in Libya about Rs 2,000 crores. 

Several ceramics units in the eastern 
r^ion had become sick not for lack of 
finance, but for poor management. In 
most cases clficient management could 
not be secured to bring the sick units 
back to health. Mr Hashim Abdul Halim, 
West Bengal Law and Judicial Minister, 

Production of Ceramic Wares 

(Tonnes) 


Item Production Estimated 

in 1979 demand in 
1984 


HT Insulators 28,105 

Sanitaryware 23,482 

Glazed tiles 44,173 

Tableware 18,350 


45,000 

35,000 

65,000 

25J)00 


Stated that attempts should be made to 
overcome the problems facing the indus¬ 
try. In the past the industry had not 
made any attempt to modernise and reo¬ 
rient itst If by injecting new technology. 
In fact in many cases d .versions bad been 
effected on the **wrong lines,*’ he added. 
Dr S. Kumar. PresidL-nt of the Indian 
Ceramics Society, however, pointed out 
that the industry \^as energy-intensive and 
the fuel technology employed in the 
miall-scale .sec or was far from efficient. 
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As against an export of Rs 124 lakhs 
in I964«65, the aggregate exports of cera¬ 
mics during the year 1979-80 had been 
estimated at Rs 25 crores. 

This country is fortunate to have rich 
deposits of ceramic raw materials. The 
technology to utilise the same for the 
manufacture of superior grade ceramic- 
wares are also available with the Indian 
ceramic scientists and technologists. 
Traditional potters with superior skill are 
also not in short supply. With the ready 
availability of all the above three primary 
facilities, this country should be able to 
project itself as odc of the leading expor¬ 
ters of ceramics products. But the 
country is far away from the level of per¬ 
formance of countries like Japan, Korea 
and others in the field of ceramieware 
exports. Concerted efforts by the industry, 
Government and the export promotion 
councils can yield remarkable results for 
improving our expo!t performance in the 
near future. 

Very recently, the Chemical and Allied 
Products Export Production Council 
(CAPEXIL) has taken up a bold pro¬ 
gramme to form an export market survey 
team, which will first study the facilities 
existing with the Indian units engaged in 
the manufacture of tableware, gift and 
novelty items (involving most of the units 
in operation in the country) and then 
visit the prospective buyer-countries to 
identify the items which could be manu¬ 
factured in India by utilising existing 
facilities with or without any modifica¬ 
tion. 

There are five units engaged in the 
manufacture of gla/ed tiles with a total 
installed capacity of 47,820 tonnes per 
annum. An additional capacity of 41,318 
tonnes is covered by letters of intent and 
industrial licences. Out of this, a capa¬ 
city of 29,018 tonnes is expected to mate¬ 
rialise by 1982-83, thus raising the instal¬ 
led capacity to 76,838 tonnes per annum. 
There are no imports of glazed tiles 
while exports have gradually increased. 

The demand for glazed tiles has been 


assessed at 65;000 tonnes per annum 1^ 
1982-83, requiring a capacity of about 
76,000 tonnes. There is scope for creat¬ 
ing additional capacity in this industry, 
particularly for exports. The minimum 
economic size of a unit is assessed as 
5,000 tonnes per annum. A unit of this 
size will involve an investment of about 
Rs 1.5 crores. A major portion of plant 
and equipment for the manufacture of 
glazed tiles is available indigenously. 

There are seven units engaged in the 
manufacture of sanitaryware with a total 
installed capacity of 21,490 tonnes per 
annum. Further, capacity of 31,200 ton¬ 
nes per annum has been approved. Of 
this, a capacity of about 6,960 tonnes is 
expected to materialise by 1982-83 raising 
the installed capacity to 28,450 tonnes 
per annum. There are no imports of 
sanitaryware and exports have been 
raising over the years. 

The demand for sanitaryware by 1982- 
83 has been estimated to be of the order 
of 32,000 tonnes per annum requiring 
capacity of about 40,000 tonnes. The 
minimum economic size of a unit is asses¬ 
sed at 5,000 tonnes per annum. A unit 
of this size will involve an investment of 
about Rs 2 crores. A major portion of 
plant and equipment for the manufacture 
of sanitaryware are available indigenously. 

'-Hardev Singh 
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STATE OF THE 
ECONOMY 


IDBI 

The Industrial Development 
Bank of India has initiated 
two steps which may go a 

fc Iong way in helping its borro- 
decentralisation of its 
B^rations and the setting up 
of a high level inter-institu¬ 
tional committee as a trouble¬ 
shooter in the disposal of 
applications from entrepre¬ 
neurs. In the decentralisation 
of its operations, IDBI plans 
to upgrade its rc^onal offices 
by which projects with an 
outlay of up to Rs 5 crores 
will be dealt with by these 
offices instead of projects with 
an outlay of only Rs 2 crore 
"as at present. Secondly, in 
providing refinance to State 
financial corporations or com¬ 
mercial banks the ceiling again 
will be raised to Rs 5 
crores from the present Rs 2 
crores for these offices; 

For a beginning IDBI may 
upgrade one or two regional 
offices to find out how the 
change works out before up¬ 
grading all the regional offices. 
An inter-institutional com¬ 
mittee with representatives of 
IDBI, IFCl and ICICI has 
been set up to speed up the 
disposal of applications from 
entrepreneurs. The committee 
is expected to be a meeting 
A of senior executives so that a 
“flash” report is submitted 
by it within a month of receiv¬ 
ing the proposal on the feasi¬ 
bility or the viability of the 
submitted proposal. This com¬ 
mittee must also be able to 
decide which of the institu¬ 
tions should take up the pro¬ 
ject and become the lead insti¬ 
tution as, after all these years, 
each of them has developed 
some expertise in specific in¬ 
dustries like, say, IDBI in 
chemicals or textiles. 

Mr N.N. Pai, Chairman 
^ of IDBI stated recently that 
with such changes the dissatis¬ 
faction expressed by those 


dealing with the institutions 
in general and IDBI in parti¬ 
cular might have been re¬ 
duced if not eliminated. He 
indicated that after the “flash” 
report is made and the lead 
institution fixed, a detailed 
aj^raisal will be made and 
this appraisal is to be accep¬ 
ted by or be binding on other 
institutions which means the 
elimination of the unnccc*-- 
sary exercise of the lead insti¬ 
tution. 

Offshore Oil Prospect 

India would shortly have 
its own full-fledged Oftshore 
Technology Research Divi¬ 
sion (OTRD) which would 
keep the country abreast with 
the frontiers of technology 
for tapping oil from the ocean 
depths. 

The new division, being set 
up under the aegis of Oil and 
Natural Gas Commission, 
besides being an apex body 
dealing with research and 
development activities for off¬ 
shore oil technology would 
help to cut down the country’s 
dependence on foreign con¬ 
sultancy and data which are 
far too costly and are not 
always available on convenient 
terms. 

The setting up of the divi¬ 
sion, inspired by ONGC’s 
offshore member, Dr A.K, 
Malhotra, who is himself an 
ocean engineering expert, 
would lead to the bridging of 
the gap in knowledge pertain¬ 
ing to ocean behaviour, com¬ 
position of sea bed, current 
pattern, structural studies, 
soil coring and corrosion as¬ 
pect affecting the platforms, 
pipeleines, steel structuruls, 
and some other aspects. Pre¬ 
sently, excellent know-how is 
available in the country on 
drilling in offshore basins and 
a well developed R and D, 
but there is no centre for 
monitoring the ocean en- 


irofimeniat factors which may 
determine the choice of techno¬ 
logy deployed. The new divi¬ 
sion would thus fill the missing 
link. ONGC has three re¬ 
search institutions already in 
existence, namely. Institute 
of Drilling Technology, Dchra 
Dun, Institute of Petroleum 
Exploration, Dehra Dun, and 
the Insititute of Reservoir 
Studies, Ahmcdabad. 

The importance attached to 
new research on the oceanic 
conditions is underscored by 
the fact that more than 60 
per cent, of the total oil re¬ 
serves in the world are dee¬ 
med to be located on the 
offshore basins. India has a 
vast coastline, with strong 
possibilities of oil reserves on 
the various off-shore basins, 
and it has one of the most ta¬ 
lented manpower in this field. 

Pound'Rupee 

Exchange 

The pound sterling has be¬ 
come cheaper by 20 paisc 
following the up-valuation of 
the rupee by 1.06 per cent by 
the Reserve Bank on February 
13. 

The new buying and selling 
rates per Rs 100 have been 
fixed at 5.3050 and 5.2770 
respectively. The middle rate 
is Rs 18.90 per pound sterling- 

Trade with Canada 

At the plenary meeting 
recently, trade teams of India 
and Canada discussed in detail 
the possibilities of increasing 
and diversifying trade and 
economic cooperation in 
fields such as mining, pelleti¬ 
sation of iron-ore and coking 
coal, and exchange of business 
delegation, including the pro¬ 
posed formation of a joint- 
business council. 

The Indian delegation was 
headed by Mr Pranab Mukher- 
jec, Minister of Commerce, 
Steel and Mines, and the Cana¬ 
dian team was led by Mr Ed¬ 
ward Lumley^ Minister of 
State for Trade. 

Both sides noted that theic 
were considerable potentialities 
for increasing trade. They 
agreed tltat specific areas and 


V.. : . 


commoditiitf Should be 
tified for this purpose. ■[{ 

Mr Mukherjee expressec 
India's concern at the reoeni 
report of textile and clothini 
board of Canada, which tndi^ 
cated protectionist measuiOf 
for imports from developit^ 
countries. He pointed out thii- 
such measures would adver¬ 
sely affect the handlooir 
sector which gives employ* 
ment to more than 10 millior 
people. 

The Canadian Ministei 
pointed out that his country 
was interested in expandinj 
trade with non-traditiona 
areas like India and added tha 
Canadian exporters would bf 
keen to increase trade an^ 
economic cooperation witi 
India. The Commerce Mini&te; 
also urged the Canadian biisi 
nessmen to participate in tb 
fort hcoming internationa 
trade fair to be held here it 
Novcmbcr-Dccembcr. Th 
visiting Minister assured lha 
he would persuade the Cana 
dian Chamber of Commero 
for this purpose. He alst 
pointed out that an Indo 
Canadian .seminar on minii^ 
would be held shortly. 

Shipping Fleet 
Expanded 

The net addition to tb 
Indian merchant fleet durinj 
1989 was only three vessel 
of about 50,000 GRT. Witl 
this, the country's tonnage a 
on January I this year stooi 
at 5.68 million GRT. Tb 
growth analysis of Indian shi| 
ping tonnage shows tha 
during 1980, as many as 2 
vessels of 263,041 GRT wer- 
actually added to the fleet 
But the number of ships whicl 
were either sold or scrappb 
during the year was as hig! 
as 22 ships of 213,083 OKI 
Consequently, the strengths 
the Indian fleet was 383 ship 
of 5.6K million GRT a 
on January 1 this year agains 
380 ships of 5.62 milfiQi 
GRT on the same date las 
year. Indian shipping com 
panics have placed orders fo 
ships of 5.53 lakh GRT a 
shipyards in India and abroad 
With the execution of thes 
orders, the shipping fleet wi: 
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6.i4 mtllioii' GRT 
ag^inh the Sixth Plan target 
(1980-85) of 8.3 million GRT 
(plus one million GRT on 
order) and the Honavar com¬ 
mittee's recommendation of 
10 million GRT up to 1990. 

During I he decade ending 
1980, the Indian fleet was 
increased by 137 per cent in 
terms of gross registered tons. 
The gross addition to the fleet 
during the ten years totalled 
over four million tonnes but 
after accounting for deletions, 
the net addition was of the 
order of 3.2 million GRT, 
according to a spokesman of 
the Indian National Ship- 
omers' Association (INSA). 

Compared to 1979 per- 
foimance, it would appear 
that the 1980 performance 
was better in that only 12 
ships of 1.38 lakh GRP were 
added. The acquisitions whe¬ 
ther in 1979 or 1980 were far 
below the record additions 
of 40 vessels of 886,612 GRT 
in 1973, Of the total addi¬ 
tions of 25 vessels in 1980, 
more than half was added by 
the Stale-owned Shipping 
Corporation of India whose 
fleet comprised 146 ships of 
2.84 million GRT as on 
January 1, 1981. 

India-iran Cooperation 


and training "of specialists. 
The sectors he identified for 
industrial cooperation were 
chemicals, metallurgical, tex¬ 
tile, oil-related industries, 


oil pipelines, participation in 
turn-key projects particularly 
relating to special steels. 

He emphasised that Iran 
was not looking for such ad- 


vanced tethnbfo$y which 
wouhl continue its dependence 
and, therefore was interested 
in taking up a level of techno¬ 
logy like India which could be 
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Iran is seeking cooperation 
n the engineering industry in a 
big way. A 40-mcmbcr Iranian 
lelcgation \isitcd recently 
the 4th Indian Engineering 
Trade Fair. According to Dr 
Syed Ali Sattaripour, Iranian 
Deputy Minister for industries 
ind Mines, the delegation was 
lierc to see the achievements 
fodia has made in the devclop- 
nent of the engineering in- 
lustry and identify areas for 
:reating useful industrial rc 
ationship in different in- 
lustrial and engineering fields. 

k He said India had developed 
phnology through a proces.s 
' self-reliance with less 
lendence on super powers, 
ran could benefit fromthis ex¬ 
perience and try to cootx^rate 
vith India. Bc.sides, small- 
KJale industry and supply of 
iquipment and plants, other 
ireas for cooperation would 
>e for transfer of know-how 
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handled by Iranians to make 
Iran self-reliant. 

Trade with Bulgaria 

The turnover of trade bet¬ 
ween India and Bulgaria in 
1981 is expecled to be 
double that of last year. Bul¬ 
garian Ambassador Tocho 
Toejev stated recently. The 
trade volume increased by 25 
per cent in 1980. Mr Toejev 
said Bulgarian Foreign Trade 
^Minister Hristo Hristov would 
ffi|gp-^visiting India soon to 
Rxplore the possibilities of 
"^f^urthcr strengthening ♦he trade 
and economic ties. India 
exports to Bulgaria in addi¬ 
tion to traditional items like 
coffee, tea, mica, spices, jute 
goods and others, substantial 
quantity of industrial con¬ 
sumer goods like earth-moving 
equipment machine automats, 
textile machinery, garments, 
textiles, shoes, shoe uppers 
and other leather goods. 

Trade Team for 
' Australia 

A six-man trade mission 
from India is visiting Australia 
from February 13 to explore 
possibilities of boosting ex¬ 
ports of bicycles and compo¬ 
nents, carpets and home furni¬ 
shings to that country. 

Sponsored by the Trade 
Development Authority (TDA) 
and financed by the Australian 
Government, the liade team 
will also identify and contact 
importers and buyers in that 
country besides booking 
orders. The team, which will 
be in Australia for about two 
weeks, includes one TDA 
oificial and five representatives 
of the industry. 

A study conducted by TDA 
on the eve of the visit shows 
that there is good scope for 
boosting India’s share in the 
Australian market for these 
products. 

Australia's imports of bicy¬ 
cles and components regis¬ 
tered a growth of 72 per cent 
between 1974-75 and 1977-78. 
Nearly 25 per cent of the total 
Australian requirement of 
these products is imported. 
According to the TDA study, 
the major suppliers of bicycles 


and components to Australia, 
are Japan, Taiwan, the UK, 
France, West Germany, South 
Korea and Italy. 

India is an important sup¬ 
plier of home furnishings and 
its share in Australian im-« 
ports of these items was plac- ! 
ed at 5.8 per cent in 1977-78. 
During that period India’s 
exports to Australia went up 
from Rs 8.08 million in 1974- 
75 to Rs 21.21 million. 

Carpel exports to Australia, 
according to the study, in¬ 
creased from Rs 16.87 million 
in 1974-75 to Rs 21.06 million * 
in 1977-78, registering a 
growlh of nearly 25 per cent. 

Joint Ventures with 
Kuwait 

A high-level five member 
Kuwaiti delegation has ex¬ 
pressed interest in exploring 
avenues for investments and 
joint ventures in India as well 
as Kuwait. 

The delegation led by Mr 
Abdullah al Gabandi of ihe 
Kuwaiti Foreign Trading Con¬ 
tracting and Investment Cor 
poration held a meeting with 
representatives of ihe Federa¬ 
tion of Indian Chambeis 
of Commeice and Industry 


(FICCI) led by its President, 
Mr K.N. Modi recently. 

The FICCI President in¬ 
formed the visiting delegation 
of the Indian Government's 
policies regarding foreign in- 
”Vestment and also the policy 
‘ followed in regard to pricing. 
He said India was well placed 
to set up collaborative pro¬ 
jects in Kuwait and can com¬ 
bine its technical know-how 
and capital equipment with 
Kuwait’s financial resources for 
setting up units in third coun¬ 
tries. The Kuwaiti delegation 
'’wanted to know about the 
pricing policy pursued by the 
Government in case of cer¬ 
tain items like sugar, cement, 
chemicals and fertillisers. 

Exports of Machine 
Made Carpets 

The export of machine made 
carpets from India can be 
raised to a level of over Rs 
50 crore per annum provided 
the Government steps in by 
way of otTering cash incen¬ 
tives to compensate the in¬ 
dustry for the various taxes 
which made exports virtually 
uncompetitive. 

Elaborating on this recently 


Mr S.K. Modi, President 
the Association of Indian;, 
Carpet Manufacturers, tolC 
newsmen that the present 
burden ofduties not onlymacte 
the exports impossible but 
also have made domestic sales 
prohibitive. 

In the net result one Ilnds 
that the machine made carpet 
industry particularly the newer 
units of Modi Carpets and 
Transasia Carpels of Birlas 
have been incurring colossal 
losses from the very inception 
about two years ago. They 
have sought Government as¬ 
sistance for the extension ol 
a scheme of cash incentives up 
to 20 per cent in Ihe machine 
made carpet industries as well. 
More so as this industry 
is fulfilling its export obli¬ 
gation of 75 per cent of ths 
output despite incurring los¬ 
ses, he said. 

Impurt Duty on 
Copper Rods 

The import duly on coppei 
wire bars and copper rods bai 
started pinching the indige* 
nou.s copper wire rod rolling 
industry. Almost all of the 1^ 
units in the country have hac 
to operate much below theii 
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bonnal capacity. The industry's 
pneaent predicament is a sequel 
,IO the fact that import of wire 
bears an import duty of 
iSO per cent whereas wire bars 
are subject to a higher duty 
of 70 per cent. This advantage 
of lower import duty, which 
works out to Rs 800 per tonne 
has resulted in the import of 
1^,000 tonnes of wire rods with 
'the users preferring to procure 
this semi-finished material 
rather than copper wire bars. 

i 

t Besides hurting the indige- 
nous rod rolling industry the 
anomaly has led to other un- 
tdesirable effects. The import 
of 20,000 tonnes has involved 
an additional foreign exchange 
expenditure of £ 16 lakhs i.c. 
#ls 3.4 crores, the rods being 
costlier abroad than wire bars 
io the tune of £ 80 per tonne. 
jThe Government has lost and 
(Will continue to lose customs 
|3uty to the extent of Rs 800 
per tonne, the burden on rod.« 
peing smaller at Rs 10,500 
against Rs 11,300 on wire 
pars. Besides, the anomaly has 
piade the wire rods cheaper by 
4,150 at Rs 31,300 a tonne 
fn relation to the MMTC's 
release price of Rs 35,450 
for bars. Against this back¬ 
ground, the Copper Wire Rods 

( tollers Association has urged 
he Government to increase 
the duty on rods to 75 per 
sent to achieve a balance in 
(relation to the duly of 70 per 
sent on bars, according to Mr 
jBaldev Singh, Chairman of 
the association. 

Itad Building in 
‘>ya and Iraq 

I India has bagged three major 
extracts for road building in 
Libya and Iraq valued at Rs 
i76 crorfe The orders, two in 
Libya aM one in Iraq, were 
^gged ^ the Indian Road 
Honstruclion Corporation 
race). This was disclosed 
"ecently at the consultative 
committee meeting of the 
Ministry of Shipping and 
J'ransport. The first Libyan 
.contract is for the construction 
)f a 312 km long road and 
's valued at Rs 105 crorc. The 
!econd one, worth Rs 1.52 
'Tore, is for a 372.5 km long 
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road along with two link roads 
of 150 km length-most of 
it across the desert. The pro¬ 
ject in Iraq is worth Rs 19 
cTore. 

With these contracts, JRCC 
has made a major dent in the 
field of road construction 
abroad. Meanwhile, accor¬ 
ding to the Union Ministci 
of Shipping and Transport, Mr 
Veerendra Patil, the Govern¬ 
ment had increased the allot¬ 
ment of tourist taxis under the 
all India tourist permit .scheme. 
The additional allotment of 
1.825 represents an increase 
of 55 per cent. Similarly, he 
said, the Government had 
sanctioned the construction 
of a container terminal at 
Madras Port at a cost of Rs 
22.60 crorc, an oil jetty at 
Kandla for Rs 6.02 crore and 
two more warehouses at 
Tuticorin. This will cest Rs 
85.88 lakh. 

Fertiliser Corporetion 

The Fertiliser Corporation 
of India (FCl) has reported 
“steady improvement'’ in all 
its four operating units and 
expects a siiles turnover of 
Rs 300 crore in 1981-82. Mr 
P. L. Kukreja, Chairman and 
Managing Director, FCJ, told 
recently that from 1982-83 
onwards, the corporation 
would raise its turnover to 
Rs 400 crore, to achieve “pro¬ 
fitable levels of operation”. 

During 1980, FCI units at 
Sindri, Gorakhpur, Talcher 
and Ramagundam remained 
shut down over long periods 
because of shortages of fuel 
oil and naphtha and power 
breakdown, he said. Refer¬ 
ring to the coal-based projects 
at Ramagundam and Tal¬ 
cher, Mr Kukreja said that 
their performance so far was 
comparable to similar plants 
in the world. He also said 
that the cost of production in 
coal-based projects was com¬ 
petitive with fertilisers pro¬ 
duced from feedstocks. 

He hoped that Government 
would take an early decision 
on the third coal-based 
production unit in Korba 
(Madhya Pradesh). 
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COMPANY 

AFfAIRS 


New Issue by 
Acetylene and Industrial 

Acetylene ANrj Industrial Gas 
•Cylinders issued on February 
16, 122,500 equity shares 

of Rs 10 each at par. The 
proceeds of the issue will be 
utilised for financing partly 
the company's Rs 61.30 lakh 
project being set up at 
Ambattur Industrial Estate. 
Madras, for the manufacture 
of 25,000 pieces of welded 
acetylene cylinders per annum 
in collaboration with Coyne 
Cylinder Co, USA. 

Promoted by Tamil Nadu 
Industrial Development Cor¬ 
poration and Mr S. Nalla- 
perumal, the company pro¬ 
poses to undertake the pro¬ 
ject in two stages. Commer¬ 
cial production is expected 
to commence by March 
1981. According to Mr G. 
Balasubramanian, Chairman, 
there is only one company in 
the country at present manu¬ 
facturing acetylene gas cylin¬ 
ders. Against the estimated 
annual demand of 24,000 
cylinders, the present pro¬ 
duction is only around 2,000 
cylinders. These cylinders arc, 
therefore, being imported. 
Steel cylinders arc available in 
the country. The company 
will fill acetylene gas cylin¬ 
ders with porous-mass and 
with all safety devices and 
fittings. It hopes to sell these 
cylinders at around the landed 
cost of imported cylinders. 

The Chairman has said that 
there is good export potential 
for the company's produc. 
The company hopes to achieve 
the break-even point in the 
first year itself. At a produc¬ 
tion level of 12,500 cylinders 
to be achieved in three years, 
the turnover will be around 
Rs 1.75 crores. After the com¬ 
pletion of the second phase 


to achieve the production 
level of 25,000 cylinders per 
annum, the turnover will go 
up to Rs 3.75 crore. At a 
later stage the company plans 
to diversify its activities for 
which the foreign collabora¬ 
tors have promised all help. 

Ambuja Petrochemicals 

Shri Ambuja Petrochemicals 
is making a rights issue of 
equity shares worth Rs 1.14 
crorcs to raise resources to 
meet a part of the overrun 
in the cost of its project from 
Rs 9.1 crores to Rs 11.7 
crorcs. Of the proposed rights 
issue, shares worth Rs 34.20 
lakhs will be taken up by Shri 
Ambica Mills, the promoting 
company API DC will subs¬ 
cribe to shares worth Rs 17.10 
lakhs and the balance of 
rights shares of the value of 
Rs 62.70 lakhs will be offered 
to the existing shareholders at 
par in the two-for-five ratio. 
The entire rights issue h;is 
been underwritten by finan¬ 
cial institutions. The finance 
in excess of the rights issue 
will be raised through insti¬ 
tutional term loans of Rs 1.32 
crorcs and an unsecured loan 
of Rs 22.45 lakhs from Shri 
Ambica Mills. 

The overrun in the com 
pany's project to set up at 
Pattancheru in Andhra Pra¬ 
desh, a plant for the manu¬ 
facture of phathaheanhydirde, 
has been caused by an increase 
in the prices of certain equip¬ 
ment and the need to acquire 
a new catalyst worth Rs 50 
lakhs for the adoption of the 
improved technology. The 
capacity of the plant, which 
is scheduled to commence 
production by April, will rise 
from 6,000 tonnes to 8,500 
tonnes a year as a result of the 
adoption of the new techno¬ 
logy. 


The company's production 
for the year ending March 
1981 will amount to about 
6,0C0 tonnes worth Rs 7.80 
crores and this should enable 
it to provide foi interest char¬ 
ges and depreciation for the 
year. The current demand 
for phathalic anhydride is 
placed at about 26,000 tonnes 
a year against the industry’s 
installed capacity of 34,000 
tonnes but it is expected to 
increase in future. 

pyrites Phosphates & 
Chemicals 

Pyrites, Phosphates & 
Chemicals Limited is engaged 
in mining of pyrites and rock 
phosphate. Pyrites is the only 
source of sulphur in the 
country. Deposits of pyrites 
are available at Amjhore, 
Distt. Rohtas (Bihar) and 
at Saladipura, Distt. Sikar 
(Rajasthan). Rock phosphate 
ore is available in Mussoorie 
hills in UP. 

The pyrites ore reserves of 
Amjhorc are of the order of 
over 300 million tonnes con¬ 
taining 40 per cent Sulphur 
and large reserves of 1500 
million tonnes of pyriteferous 
shale containing 10 per cent 
The Government has 
sanctioned a scheme for ex¬ 
ploitation of pyrites as a 
substitution of sulphur by 
producing pyrites ore uplo 
270.000 tonnes (33%) to meet 
the captive requirement of 
Bulgarian sulphuric acid plant 
set up at Sindri. 

Apart from the use of 
pyrites for the production of 
sulphuric acid, the company 
has established the use of low 


grade pyrites as soil amdsi^ 
ment for reclamation of alki§ 
soils in the States of UP^ 
Bihar. The supply of Agricui- 
ture grade pyrites duritj 
1979-80 was 43,600 toiUHl 
making a total of abol 
100,000 tonnes of supplil! 
uptil now. This has reclat<|i 
ed about 25,000 Hectares i 
Alkali Soil in UP which haii 
become productive and zi; 
producing about 125,000 to! 
ncs of additional foodgtal 
per year. The company h$ 
decided to have a markt' 
study conducted for likel 
consumption of sulphur] 
acid, within a radius of 5(i; 
kms from Amjhore. Tti 
pyrites deposit in Saladipuli 
h'is reserves of over 125 mi]li£ 
tonnes (25 %‘s'). This is 16^ 
grade pyrites, but can 
beneficiated to produce CQlf; 
centrales suitable for produ^ 
tioii of sulphuric acid. ^ 

Mussoorie Phosphorite d< 
posit contains reserves of ove; 
45 million tonnes (16-18® 
PjO*). The company is pn 
sently carrying out mining an 
detailed exploratory operatior 
in Maldepta & Durmal; 
Blocks near Mussoorie. Tt 
mining activities have bcc 
developed for a productid 
of 60,000 tonnes of ore pt 
annum (20-24P 2 O.,) 

The sales, profit and saviij, 
of foreign exchange effeetd 
during the current year afif 
the target for the next ycf 
are summarised below. 

Sandvik Asia 

S'-indvik Asia, manufacturci 
of cemented carbide cuttiii 
tools, wear parts, rock dril 


1979-80 


A. Sales Quantity(i/i MT) 

Pyrites 

i) Acid grade 46,391 

ii) A.G. Pyrites 43,658 

Mussoorie Phosphorite 68,066 

B. Sales Value 

(Rs in lakhs) 496 


C. Gross profit (Rs in lakhs) 
(Profit before interest) 88.83 

D. Foreign Exchange 
Savings (Rs in lakhs) 510 


1980-81 \m4 

(Expected) (Targji 

--4; 


50,000 

30,000 

60.000 

650 

114.96 

624 
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ib^ products and mining 
plans to introduce new 
(l|oducts in the near future 
(pfrides the modernisation pro- 
prlamme such as drilling tools 
mir short and deep holes. 
IQfOOving, parting and ihrea- 
|lg tools arc also on the 


jn^hc company is concentrat- 
ick resources in the devclop- 
j^nt of tools for the coal 
^ijtning industry. 
o^The company has reported 
afiurnover of Rs 26.6 crore for 
th«0. an increase of over 35 
orT cent over the previous year’s 
a<i ?0.8() crore. Despite econo- 
ttfe resiraiips, the salisfac- 
o\Vy results have been achi- 
'^d due to newer and tcch- 
f^jlogically suf>crior pro¬ 
jects and diversification of 
^ existing product range. 
slSjehind it arc the research 
aborts on which the eom- 
thny spends some four per 
but of its turnover, 
ofhc company has exported 
i^ls of Rs 103 lakh in 1980 
ti| sophisticated markets of 
ffj-rope and also to Singa- 
for reconversion. 

^iversal Electrics 

J^niversa 1 Electrics, which 
f developed the systems 
Ijjinecring capability, is now 
*|.ersifying into insirumcnta- 
.1 packages on a turn-key 
Lis, accoiding to President 
b, Y.N. Bhargava. 

4lr Bhargava told newsmen 
ttt future diversification pro- 
Immes will include micro- 
Scessor-based energy and 
tj management systems, 
Uchgear, etc. The company 
\ recciUly stalled numufac- 
1; of a complete range of 
(trol panel accessories. 

Bhargava stated that 
•^company, which started 
;^facturc of energy meters 
^^domcstic as well as 
applications in 
3 and protective relays 
^1971,* both in technical 
Aboialion with Milsu- 

Eleetiic Coiporation 
[apan, is playing a signifi- 
role In the power dc\ elop- 
>t programmes of the 
jitry. Energy meters and 
^cctivc rcla>s aie now 
;g exported. 


He said that the company 
is manufacturing time delay 
devices (fuses) and clectrnoic 
lest and measuring instru¬ 
ments to meet defence re¬ 
quirements, which were hi¬ 
therto being imoorled. 

Mr Bhargava pointed 
out that all units have their 
own R & D facilities on 
which the company spends 
about eight per cent of its 
turnover of about Rs 17 crore. 
It is presently involved in the 
development of fault locators 
for power systems, micropro¬ 
cessor-based maximum de- 
mar d controller and events 
'’ccorders, supervisory control 
systems and data loggers for 
use in power load despatch 
centres. 

The company’s pavillion at 
the Indian Engineering Trade 
Fare highlights its sophisti¬ 
cated products. Among the 
notable items on display are 
electronic digital instruments, 
versatile distance scheme for 
transmission lines up to 500 
KV and the motor control 
centre. 

ICICI 

The Directors of the In¬ 
dustrial Credit and Invest¬ 
ment Corporation tlClCI) 


have recommended to the 
shareholders a diviaend of 13 
per cent for 1980 as against 
13 per cent for the previous 
year including silver jubilee 
bonus dividend of one per 
cent. 

The total amount of the 
dividend recommended is Rs 
297.37 lakh on a paid-up 
capital of Rs 24.75 crore. The 
net profit, after providing 
for depreciation, . taxation 
etc is Rs 843.88 lakh com¬ 
pared to Rs 740.44 lakh in 
1979. 

Shivalik Rasayan 

Shivalik Rasayan, promo¬ 
ted by a group of qualified 
engineers, is setting up a plant 
at Kholupani village in 
Dchrudiin district of DP 
for production of 1,000 tonnes 
of malathion technical per 
annum. 

Malathion is a broad spec¬ 
trum pesticide, which is being 
increasingly used by the 
Health Ministry in its malaria 
eradication programme and 
ateo by farmers for cash 
crops like tobacco, sugarcane, 
cotton and vegetables. 

The project is estimated to 
cost Rs 1.90 crore. The com¬ 
pany is making a public issue 


of 370,000 equity shares 
of Rs 10 each to raise a part 
of the finance required foi the 
project. Its subscription list 
opened on February 18. 

Mr P.C. Sharma, Chair¬ 
man and Managing Director, 
told newsmen in Bombay 
recently that commercial pro¬ 
duction at the plant is expected 
' to dbmmcncC'in July, 1981. The 
company hopes to achieve a 
turnover of Rs E80 crore in 
the first year ending March 
31, 1982. At full capacity, 

the turnover will go up to 
Rs 3 crore which will yield 
good profits. He has indicated 
that the company will bt in 
a position to pay a dividend 
of ten per cent for 1982-83. 

Victor Cables 

Victor Cables Limited is 
setting up a new project for 
the manufacture of PVC 
insulated power cables at 
Faridabad. The project is 
being promoted by Mr B.K. 
Gupta. 

The company is licensed to 
maniifaclure 3,000 km per 
annum but is only implemen¬ 
ting 2,000 km capacity in the 
first phase. 

The demand for power cables 
is closely linked with the pow'ci 


Leipzig Fair 

15-21 March 1931 



German 
Democratic 
Republic 

It's Unique I 
For Leipziq it the doorway to the stable market^ 
of the member countries of the Council for 
Mutual Economic Assistance, and particularly 
the German Democratic Republic, which cainot 
through some two-thirds of ns total foreigrt 
trade at the Fair. 

For newly independent and developing nationt, 
Leipzig offers unequalled opportunities to 
develop trade ties and to promote world*wide 
knowledge of growing production capacities: 
every year exhibitors from between 50 and 60 
countries take pert in the Fair. 

The participation of world leaders in technology, 
plus the programme of high-level scientific and 
technical conferences end lectures, gives Leipzig 
unique status as a centre for the evaluation of 
the newest trends in design and production. 

fair antry cards and further information from 9 
Leipzig Fair Agency in India 
319, Commerce House, 140, N, Master Rd.^ 
BOMBAY-400093. (Phone: 270106) 

C-479, Defence Colony, 

NEW DfLHI-110 024. (Phone: 623977) 

34-A, Braborne Road, 

CALCUrTA-700001. (Phone: 263622) 

*'Madan House" 50, Moore St., 

MADRAS-600 001. (Phone: 21559) 

or at the frontier posts of the GDRt 
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generation piogrammes of 
the country for which the 
highest priority is being given 
now. The increase in power 
generation during the next 
five years alone is expected 
to be of the order of 22.31 
million kilowatts thereby crea¬ 
ting a massive demand for 
these cables which find ex¬ 
tensive uses in State Electri¬ 
city Boards, thermal plants, 
railways, fertilisers, mines 
and collieries etc. 


The working results of The 
Upper Doab Sugar Mills 
Limited, for the year ended 
September 30, 1980, are 

very encouraging. It has 
earned a profit (before provi¬ 
ding for depreciation and 
investment allowance) of 
Rs 1,04,.32,576 as against Rs 
61,44,123 in last year. Alter 
wiping off the carry forward 
losses and provision for taxa¬ 
tion, it has retained a net 
surplus of Rs 17,17,762. After 
a lapse of five years, the Board 


of Directors of the company 
have recommended 10 per 
cent dividend on equity shares, 
for the year under review. 

Precision Bearing 

Precision Bearing India's 
sales for the first four months 
of the current year (Sept to 
Dec last) have been maintained 
at around Rs 2.53 crore. The 
order book position is satis¬ 
factory. The management ex¬ 
pects the market for ball bear¬ 
ings to improve in view of the 
ban imposed on imports recen¬ 
tly. The year’s sales are ex¬ 
pected to be Rs 9.77 crore 
against Rs 8.46 crore in the 
last year. 

Giving this information to 
the shareholders at the annual 
general meeting in Bombay, 
Mr M. V. Sagar, chairman, 
stated that the company has 
undertaken an expansion pro¬ 
gramme to manufacture 20.4 
lakh additional ball bearings 
per annum and a phased plan 
of modernisation, involving 
a total capital outlay of Rs 680 
crore. On completion of expan¬ 


sion, the turnover is expected 
to reach Rs 12.59 crore in 
1983-84 and will yield better 
profit. 

Mr Sagar stated that a large 
part of the equipment original¬ 
ly installed by the company 
was purchased second-hand in 
a reconditioned state. About 
62 per cent of the machines 
installed were more than 15 
years old. At present about 14 
critical machines had been 
identified for immediate re¬ 
placement. This phase was 
expected to be completed in 
1982. The process of moder¬ 
nisation would be continued 
further and the existing worn 
out equipment would be re¬ 
placed within the next five to 
seven years. 

Capital and Bonus Issues 

Six companies have been 
allowed to raise capital. The 
details of which arc given 
below. 

Taylor Instrument Com¬ 
pany India Ltd has been 
permitted to issue bonus shares 
in the ratio of 1:1 by capitalis¬ 


ing Rs 60 lakh, While fiM4 
India Ltd has been allowet 
to do so in the ratio of 4:; 
by capitalising Rs 8.48 lakh. 

Gurdit Institute Private Lt 

has been allowed to issu 
bonus shares in the ratio q 
1:1 by capitalising Rs 2 lak 
and Griffon Laboratories als 
in the same ratio involvin 
Rs 7.94 lakh. 

Harigarga Alloys and Stei 
Ltd, has been permitted lor aiti' 
equity capital of Rs 56 lak 
and preference capital of Rs 1 
lakh, all for cash at par pr 
vatcly. The proceeds are t 
be utilised to partly finance th 
project for producing mij 
steel and carbon steel ingots^^ 

Hyderabad Allwyn MeU 
Works Ltd has been allow© 
to issue equity shares wori 
Rs 1,21,49,830 for cash ^ 
par. The proceeds are to t 
utilised to meet in part U' 
cost of the project for mam 
facluring mechanical watcht 
to be set up in Medak distrh 
in Andhra. 


V 

I 

i 

i 
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THE INDUH SHEITIHG i REFINING COMPtNT LTD. 

(FERROUS FOUNDRY) 




1ST POKHARAN ROAD. PANCHPAKHADt 
THANA - 400 606 
( MAHARASHTRA) 


Leading Manufacturers of 

Malleable Iron Castings fji^ Automotive and Electrical 
Transmission and S.G. Iron Axle Box Beadngs, 
Crankshafts etc. upto 1 Ton. 
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Records A Statistics ^ 


National Product Consumption, Saving Capital Formation-Summary 


Item 


At current prices 


At 1970-7J prices 



1970-71 

1977-78 

1978-79 

1979-80@ 

1977-78 

1978-79 

1979-80@ 

Natioual Product (At Factor Cost, Rs. crores) : 








Gross 

36452 

81105 

86927 

96850 

47884 

49646 

47407 

Net 

34235 

76109 

81228 

90173 

44090 

46636 

44328 

Population (million) 

541 

629 

641 

654 

629 

641 

654 

Per Capita Net National Product (Rs) 

Domestic Product at Market Prices (Rs crores) 

632.8 

1210.0 

1267.2 

1378.8 

701.0 

727.6 

677.8 

Gross 

40263 

90213 

97704 

108546 

51197 

54732 

52153 

Net 

38046 

85217 

92005 

101869 

48403 

51722 

49074 

Personal Disposable Income (Rs crores) 

Private Final Consumption Expenditure (Rs 

33062 

73894 

79296 

88444 




crores) 

29838 

62993 

67890 

73691 

36649 

38429 

36636 

Per Capita Private Final Consumption Expendi¬ 
ture (Rs) 

Domestic Capital Formation (Rs crores) 

551.5 

1001.5 

1059.1 

1126.8 

582.7 

599.5 

560.2 

Gross 

7177 

18033 

23141 

23018 

9783 

11690 

10296 

Net 

Domestic Saving (Rs crores) 

4960 

13037 

17442 

16941 

6989 

8680 

7217 

Gross 

6783 

19498 

23376 

23055 




Net 

Rate of Capital Formation (Per cent) 

4566 

14502 

17677 

16378 




Gross 

17.8 

20.0 

23.7 

21.S 

19.1 

21.4 

19.7 

Net 

Rate of Saving* (Per cent) 

13.0 

15.3 

19.0 

16.6 

14.4 

16.8 

14.7 

Gross 

16.8 

21.6 

23.9 

21.2 




Net 

12.0 

17.0 

19.2 

16.1 





@ Quick Estinialcs. * As per cent of gross/net domestic product at market prices. 

i Price and Quantum Indices (1970-71 lOO) 


Item 1977-78 1978-79 1979-80(S) Item 

1977-78 1978-79 1979-80® 


Price Indices 

Derived from National Accounts (impUcit) 
Net Domestic Product 
Agriculture, Forestry, 

Fishing and Mining 
Manut'acturing. Construc¬ 
tion, Blcclricily, Gas & 

Water Supply 

Transport, Communication, 

Trade, Hotels & Storage 
Finance & Real L'state 
I Community & Personal 
Services 

Private Final Consumption 
Expenditure 

Gross Domestic Capital 
Formation 
Construction 
Machinery & Equipment 
Change in Stocks 
J?. Directly A vailable 
Wholesale Prices (all com¬ 
modities) 

Primary Articles (Food 
& Non-Food Articles & 

Minerals) 

, Manufactured Products 


172.8 

174.3 

203.6 

164.9 

162.4 

188.3 

180.8 

189.3 

216.8 

186.2 

184.7 

237.0 

176.4 

177.8 

189.4 

166.3 

172.5 

182.3 

171.9 

176.7 

201.1 

184.3 

198.0 

229.4 

189.5 

206.2 

235.9 

178.7 

193.2 

227.1 

178.5 

185.2 

251.9 

185.8 

J85.8 

217.6 

183.8 

181.4 

206.5 

179.2 

179.5 

215.8 


Consumer Prices* 

Agricultural Labourers 
Industrial Workers 
Urban Non-Manual 
Employees 
Quantum Indices 
/4. Derived from National Accoh 
Net Domestic Product 
Agricul lure, Forest ry, 

Fishing and Mining 
Agriculture 

Manufacturing, Construc¬ 
tion, Electricity, Gas & 
Water Supply 
Manufacturing-Registered 
Transport, Communi¬ 
cation, Trade, Hotels & 
Storage 

Finance & Real Estate 
Community & Personal 
Services 

B. Directly Available 
Index of Agricultural Pro¬ 
duction* 

Index of Industrial Pro¬ 
duction* 


167.6 

174.2 

163.9 

178.0 

179.3 

193.5 

170.1 

175.9 

189.7 

V (implicit) 
128.0 

135.3 

128.6 

116.5 

116.0 

118.4 

117.7 

104.1 

102.7 

137.7 

139.2 

152.5 

161.8 

148.3 

158.8 

142.7 

142.3 

155.5 

155.7 

157.4 

J58.5 

136.9 

144.9 

153.9 

H9.6 

123.8 

NA 

131.8 

148.3 

146.2 


Quick Estimates * Indices are avtaiiable with base other than 1970-71 they have been converted into 1970-71 «= 100 by 
^arithmetic conversion. 
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Net National Prodnct at Factor Cost 


(Rs crorcs) 


¥ 

Industry 

1970-71 

At current prices 

1977-78 1978-79 

1979-80® 

At 1970-71 prices 

1977-78 1978-79 

1979-80® 

Agriculture 

16354 

30869 

30535 

3C698 

18974 

19244 

16793 

Forestry & Logging 

397 

818 

990 

1253 

460 

502 

504 

Fishing 

229 

624 

742 

752 

290 

308 

275 . 

Mining & Quarrying 

327 

924 

1020 

1231 

432 

442 

446 

Sub-Total Primary 

17307 

33235 

33287 

33934 

20156 

20496 

18018 

Manufacturing 

4619 

11608 

13703 

15774 

6432 

7329 

7189 

Registered 

2S74 

7233 

8704 

10026 

4001 

4649 

4564 

Unregistered 

1745 

4375 

4999 

5748 

2431 

2680 

2625 

^instruction 

1853 

4305 

4646 

4670 

2382 

24)2 

2253 

|B|ectricily, Gas & Water Supply 

318 

985 

1248 

1384 

534 

612 

626 

Sub-Total Secondary 

6790 

16898 

19597 

21828 

9348 

10353 

10068 

Transport, storage & communication 

1574 

3948 

4298 

4902 

2444 

2527 

2629 

Railways 

522 

1045 

986 

1033 

744 

731 

684 

Transport by other means & storage 

834 

2352 

2668 

3131 

1364 

1436 

1556 

Communication 

218 

551 

644 

738 

366 

360 

389 

Trade, hotels and restaurants 

3880 

10548 

11373 

15445 

5340 

5956 

5955 

Sub-total: transport, communication and trade 

5454 

14496 

15671 

20347 

7784 

8483 

8584 

Banking & Insurance 

Real estate, ownership of dwellings & business 

644 

2284 

2522 

2781 

1110 

1290 

1289 

services 

1039 

1941 

2139 

2273 

1285 

1331 

1379 

Sub-Total Finance and Real Estate 

1683 

4225 

4661 

5054 

2395 

2621 

2668 

Public Administration and Defence 

1635 

3694 

4066 

4611 

2535 

2753 

2990 

Other Services 

1650 

3782 

4147 

4600 

1961 

2007 

2064 

Sub-Total: C'ommunity & Personal Services 

3285 

7476 

8213 

9211 

4496 

4760 

5054 

Total: Net Domestic Product at Factor Cost 

34519 

76330 

31429 

90374 

44170 

46713 

44392 

^Nct Factor Income from Abroad 

( )284 

( )22l 

( )20l 

( )201 

(- )89 

( )77 

(-)64 

Net National Product 

34235 

76109 

81228 

90173 

44090 

46636 

44328 

Population (Million) 

541 

629 

641 

654 

629 

641 

654 

Per Capita Net National Product (Rs) 

632.8 

I2I0.0 

1267.2 

1378.8 

701.0 

727.6 

677.8 


Industry 


1978-79 

1979-8('(o' 

1978-79 

l979-8()r(^ 

Agriculture 

(- )M 

().’5 

1.4 

( )I2.7 

Forestry & Logging 

21.0 

26.6 

9.1 

0.4 

Fishing 

18.9 

1.3 

6.2 

( )I0.7 

Mining & Quarrying 

10.4 

20.7 

2.3 

0.9 

Sub-total: Primary 

0.2 

1.9 

1.7 

( )I2.1 

^Manufacturing 

18.0 

15.1 

13.9 

( )1.9 

Registered 

20.3 

15.2 

16.2 

( )1.8 

Unregistered 

14.3 

15.0 

10.2 

( )2.1 

Construction 

7.9 

0.5 

1.3 

( )6.6 

Electricity,Gas & 
Water Supply 

26.7 

10.9 

14.6 

2.3 

Sub-total : Secondary 

16.0 

11.4 

10.8 

(- )2.8 

Transport Storage 
& Communication 

8.9 

I4.I 

3.4 

4.0 

Railways 

(- )5.6 

4.8 

(- )l.7 

( )6.4 

Transport by other 
means & storage 

13.4 

17.4 

5.3 

8.4 

Communication 

16.9 

14.6 

7.1 

8.1 

Trade, Hotels and 
Restaurants 

7.8 

35.0 

11.5 

0.0 

Sub-total: Trans- 
^ port. Communi¬ 
cation and Trade 

8.1 

29.8 

9.0 

1.2 


©Quick Estimates 


1978-79 

1979-8('‘u/ 

1978-79 

1979-80® 

Banking & In¬ 

surance 

10.4 

10.3 

16.2 

(-)0.1 

Real Estate, Own¬ 
ership of Dwel¬ 
lings and Business 
Services 

10.2 

6.3 

3.6 

3.6 

Sub-total: Finance 
& Real Estate 

10.3 

8.4 

9.4 

1.8 

Public Admini¬ 

stration & Defence 

10.1 

13.4 

8.6 

8.6 

Other Services 

9.7 

10.9 

2.3 


Sub-Total: Com¬ 
munity & Per¬ 
sonal Services. 

9.9 

12.2 

5.9 

6.2 

Total: Net Domestic 
Product at Factor Cost 

6.7 

11.0 

5.7 

(—)5.0, 

Total: Net Na¬ 

tional Product 

6.7 

II.O 

5.8 

(—)5.0 

Population 

1.0 

2.0 

1.9 

2.0 

Per Capita Net 
National Product 

Per Capita Income 

4.7 

8.8 

3.8 

(-)6.8 


Net National Product at Factor Cost 

(Percentage change over previous year) 

At current prices At 1970-71 prices At current prices At 1970-71 prices 

Inc'list ry 
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Net Domestic Product at Factor CMt 


Industry 


Agriculture 
Forestry & Logging 
Fishing 

Mining & Quarrying 
Sub-Total: Primary 
Manufacturing 
Registered 
Unregistered 
Construction 

Electricity, Gas & Water Supply 
Sub-Total Secondary 
Transport Storage & Communication 
Railways 

Transport by Other Means & Storage 
Communication 
Trade, Hotels & Restaurants 

Sub-Total; Transport, Communication & Trade 

Banking & Insurance 

Real Estate, Ownership of Dwellings and Busi¬ 
ness Services 

Sub-Total : Finance and Real Estate 

Public Administration and Defence 
Other Services 

Sub-Total: Community & Personal Services 
Total: Net Domestic Product at Factor Cost 


(Percentage distribution) 



At current prices 


At 

1970-71 prices 

1970-71 

1977-78 

1978-79 

1979-80® 

1977-78 

1978-79 

1979-80® 

47.4 

40.5 

37.5 

33.9 

42.9 

41.2 

37.8 

LI 

1.1 

1.2 

1.4 

1.0 

1.1 

1.2 

0.7 

0.8 

0.9 

0.8 

0.7 

0.7 

0.6 

0.9 

L2 

1.3 

L4 

LO 

0.9 

1.0 

50.1 

48.6 

40.9 

37.5 

45.6 

43.9 

40.6 

13.4 

15.2 

16.8 

17.5 

14.6 

15.7 

16.2 

8.3 

9.5 

10.7 

11.1 

9.1 

10.0 

10.3 

5.1 

5.7 

6.1 

6.4 

5.5 

5.7 

5.9 

5.4 

5.6 

5.7 

5.2 

5.4 

5.1 

5.1 

0.9 

1.3 

L5 

1.5 

1.2 

1.3 


19.7 

22.1 

24.0 

24.2 

21.2 

22.1 

22.7^ 

4.6 

5.2 

5.3 

5.4 

5.5 

5.4 

5.9 

1.5 

1.4 

1.2 

1.1 

1.7 

1.6 

1.5 

2.4 

3.1 

3.6 

3.5 

3.1 

3.0 

3.5 

0.7 

0.7 

0.8 

0.8 

0.7 

0.8 

0.9 

n.2 

13.8 

14.0 

17.1 

12.1 

12.8 

13.4 

15.8 

19.0 

J9.3 

22.5 

17.6 

18.2 

19.3 

J.9 

3.0 

3.1 

3.1 

2.5 

7.8 

2.9 

3.0 

2.5 

2.6 

2.5 

2.9 

2.8 

3.1 

4.9 

5.5 

5.7 

5.6 

5.4 

5.6 

6.0 

4.7 

4.8 

5.0 

5.1 

5.7 

5.9 

6.7 

4.8 

5.0 

5.1 

5.1 

4.5 

4.3 

4.7 

9.5 

9.8 

10. i 

10.2 

10.2 

10.2 

11.4 

100.0 

100.0 

100.0 

100.00 

100.0 

100.0 

100.0 . 


Gross National Product at Factor Cost 


(Rs crorcs) 




At current prices 


At 1970-71 prices 

Industry 

1970-71 

1977-78 

I97P-79 

1979-80® 

1977-78 

1978-79 

1979-80® 

Agriculture 

16778 

31836 

31618 

32010 

19574 

19874 

17470 

Forestry & Logging 

Fishing 

401 

826 

1000 

1265 

465 

507 

509 

245 

671 

801 

813 

309 

329 

294 

Mining & Quarrying 

Sob-Total: Primary 

378 

1117 

1232 

1477 

512 

521 

526 

17802 

34450 

34651 

35565 

20860 

21232 

1P799 

Manufactui ing 

5223 

12878 

15245 

17540 

7129 

8141 

7984 

Registered 

3406 

8314 

10032 

11547 

4552 

5345 

5245 

Unregistered 

Construction 

1817 

4564 

5213 

5993 

2537 

2796 

2739 

1952 

4534 

4894 

4919 

2509 

2541 

2373 

Electricity, Gas & Water Supply 

419 

1221 

1502 

1664 

663 

787 

753 / 

Sub-Total: Secondary 

7594 

18633 

21641 

24123 

10801 

11419 

lino 

Transport, Storage and Communication 

1869 

4527 

4970 

5722 

2817 

2929 

3089 

Railways 

597 

1129 

I0f6 

1202 

804 

805 

795 

Transport by Other Means & Storage 

1034 

2799 

3184 

3718 

1648 

1733 

1872 

Communication 

238 

599 

700 

802 

365 

391 

422 

Trade, Hotels and Restaurants 

4043 

10974 

11831 

I60C6 

5566 

6208 

6182 

Sub-Total: Transport, Communication & Trade 

5912 

I550I 

16801 

21728 

8383 

9137 

9271 

Banking & Insurance 

|Ml Estate, Ownership of Dwellings & Busmess 
'^^ices 

656 

2325 

2573 

2836 

1132 

1316 

1315 

1458 

2876 

3178 

3509 

1767 

1825 

1886 

Sub-Total: Finance & Real Estate 

2114 

5201 

5751 

6345 

2899 

3141 

3201 

Public Administration and Defence 

1635 

3694 

4C66 

4611 

2535 

2753 

2990 

Other Services 

1679 

3847 

4218 

4679 

1995 

2042 

2100 

Sub-Total: Community and Personal Services 

3314 

7541 

8284 

9290 

4530 

4795 

5090 

Total: Gross Domestic Product at Factor Cost 

36736 

81326 

87128 

97051 

46973 

49723 

47471 

Net Factor Income from abroad 

)284 

(-)221 

(-)201 

v-)201 

)89 

(-)77 

)64 - 

Gn ss National Product 

36452 

81105 

86927 

96850 

46884 

49646 

47407 


Estimates. 

aksiioN bconoiqst 
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At current prices 


(Rs crores) 
At 1970-71 prices 


Item 

1970-71 

1977-78 

1978-79 

1979-80® 

1977-78 

1978-79 

1979-80® 

Pood 

19018 

37601 

39334 

41374 

22045 

22873 

20955 

Cereals and Osreal Substitutes 

8ti03 

16107 

16107 

16100 

10357 

10570 

9194 

Milk and Milk Products 

2291 

5176 

5495 

5729 

2940 

2989 

3017 ; 

Edible Oils 

1553 

3210 

3117 

3464 

1569 

1630 

1503 ! 

Meat, Egg & Fish 

776 

1968 

2285 

2487 

1014 

1056 

1034 : 

Sugar 

1325 

2355 

2585 

3700 

1492 

1428 

1279 

Salt 

69 

124 

154 

200 

82 

82 

85 

Other Food 

4401 

8661 

9591 

9694 

4591 

5118 

4843 

Pan, Tobacco and Intoxicants 

1379 

2389 

2612 

2518 

1568 

1588 

1471 ; 

Clothing & Footwear 

2147 

6045 

7049 

8080 

3379 

3800 

3873 ' 

Fuel & Power 

1033 

2197 

2656 

3138 

1231 

1286 

1315 

Rent 

1061 

1912 

2106 

2241 

1253 

1289 

1328 i 

Taxes 

25 

7 

49 

52 

38 

39 

41 ; 

Miscellaneous 

5175 

12802 

14084 

16288 

7135 

7554 

7653 1 

Total 

29838 

62993 

67890 

73691 

36649 

38429 

36636 \ 

Per Capita Private Consumptkm Expeadltare (Rs) 

551.5 

1001.5 

1059.1 

1126.8 

582.7 

599.5 

560.2 f 

/ 


i 

f 

I- 


Private Final Consumption Expenditure by Object 


(Percentage distribution) 




At current prices 


At 

1970-71 

prices 

Item 

1970-71 

1977-78 

1978-79 

1979-80(«. 

1977-78 

1978-79 

1979-80® ' 

Food 

63.8 

59.7 

57.9 

56.1 

60.1 

59.5 

57.2 ^ 

Cereal and Cereal Substitutes 

28.8 

25.6 

23.7 

21.8 

28.2 

27.5 

25.1 

Milk & Milk Products 

7.7 

8.2 

8.1 

7.8 

8.0 

7.8 

8.2 , 

Edible Oils 

5.2 

5.1 

4.6 

4.7 

4.3 

4.2 

4.1 : 

Meat, Egg & Fish 

2.6 

3.1 

3.4 

3.4 

2.8 

2.8 

2.8 

Sugar 

4.5 

3.7 

3.8 

5.0 

4.1 

3.7 

3.5 

Salt 

0.2 

0.2 

0.2 

0.3 

0.2 

0.2 

0.2 

Other Food 

14.8 

13.8 

14.1 

13.1 

12.5 

13.3 

13.3 , 

Pan, Tobacco & Intoxicants 

4.6 

3.8 

3.9 

3.4 

4.3 

4.1 

4.0 

Clothing and Footwear 

7.2 

9.6 

10.4 

11.0 

9.2 

9.9 

10.6 i 

Fuel & Power 

3.5 

3.5 

3.9 

4.3 

3.4 

3.3 

3.6 

Rent 

3.5 

.3.0 

3.1 

3.0 

3.4 

3.4 

3.6 

Taxes 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

Miscellaneous 

17.3 

20.3 

20.7 

22.1 

19.5 

19.7 

20.9 

Total 

100.0 

100.0 

100.0 

100.0 

100,0 

100.0 

100.0 
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DoinesHc CaplM 1^ Type elT 

At current prices 


^ ( Rs crores) 
At 1970-71 prices 


Item 

1970-71 

1977-78 

1978-79 

1979-80® 

1977-78 

1978-79 

1979-80® 

Total Gross Domestic Fixed Capital Formation 

6305 

17187 

19413 

21541 

9302 

9695 

9297 

Construction 

3959 

9872 

10855 

11499 

5209 

5265 

4875 

Machinery and Equipment 

2346 

7315 

8558 

10042 

4093 

4430 

4422 

Change in Stocks 

1039 

1253 

3211 

3429 

702 

1734 

1588 

Total Gross Domestic Capital Formation 

7344 

18440 

22624 

24970 

10004 

11429 

10885 

Less Consumption of Fixed Capital 

2217 

4996 

5699 

6677 

2794 

3010 

3079 

Total Net Domestic Capital Formation 

5127 

13444 

16925 

18293 

7210 

8419 

7806 

Errors and Omissions 

- 167 

-407 

-1-517 

— 1352 

— 221 

+261 

- 589 

Total Net Domestic Capital Formation Ad jus- 








ted for Errors and Omissions 

4960 

13037 

17442 

16941 

6989 

8680 

7217 

Total Gross Domestic Capital Formation Adjusted 








for Errors and Omissions 

7177 

18033 

23141 

23618 

9783 

11690 

10296 

Gross Domestic Capital Formation by Industry of Use 











(Rs crores) 



At current prices 



At 1970-71 prices 

Industry 

1970-71 

1977-78 

1978-79 

1979-80(rt' 1977-78 

1978-79 

1979-80® 

Agriculture 

1298 

3690 

4848 

5051 

1953 

2419 

2269 

Registered Manufacturing 

1420 

2861 

4378 

4728 

1580 

2319 

2143 

Railways 

251 

392 

484 

598 

237 

271 

297 

Communication 

56 

245 

280 

337 

138 

145 

154 

Public Administration and Defence 

471 

797 

1136 

1469 

425 

546 

625 

Others 

.■?6!j 1 

10048 

I20I5 

11435 

5450 

5990 

4808 

Total 

7177 

18033 

23I4I 

23618 

9783 

11690 

10296 

, (cfiQuick Estimates. 
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Famous for Quality Suitings 
TJ, ‘ToronsVWool, Wool rich. 

Allwool, Double Plain 
A 

Toro Suitings 

Manufactured by : 

SHREE DIGVIJAYA WOOLLEN MILLS LIMITED 

Aerodrome Road, 

JAMNAGAR-361 006 


Gram : DIGJAM, 
Jamnagar. 
Telex : 0161-208 


Phones: 6536 

6537 

6538 
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Domestic Saviog 

(At current prices) 


Domestic Captod FotnsMioii 

(At current prices) 

^ (Rs crorcs) 


Item 1970-71 

1977-78 

1978-79 

1979-80((ii 

Gross Domestic 
Capital Formation 

7177 

18033 

23141 

23618 

Public 

2773 

7408 

9999 

11718 

Gross Fixed 

Capital For¬ 
mation 

2394 

7672 

9144 

10082 

Buildings 

258 

827 

920 

984 

Roads, Bridges 
& other Cons¬ 
truction 

1160 

3161 

3900 

4170 

Machinery & 
Equipment 

678 

2918 

3116 

3151 

Others 

338 

995 

1360 

1910 

Net Purchase of 
Second Hand 
Physical Assets 

40 

229 

— 152 

133 

Change in Stocks 

379 

-264 

855 

1636 

Private 

4571 

11032 

12625 

13252 

Private Corpo¬ 
rate & Coopera¬ 
tives 

1030 

2237 

2476 

2756 

Gross Fixed 

Capital Forma¬ 
tion 

620 

1646 

16S2 

1890 

Construction 

104 

270 

275 

302 

Machinery & 
Equipment 

516 

1376 

1407 

1588 

Change in Slocks 

4J0 

591 

794 

866 

Household 

3501 

8566 

9997 

10363 

Gross Fixed 
Capital Forma¬ 
tion 

3251 

7640 

8435 

9436 

Construction 

2308 

5348 

5339 

5520 

Machinery & 
Equipment 

943 

2292 

3096 

3916 

Change in Slocks 

250 

926 

1562 

927 

Net Purchase of 
Second Hand 
Physical Assets 

40 

229 

152 

133 

Errors & Omissions 

- 167 

-407 

+517 

- 1352 

Net Domestic Capi¬ 
tal Formation 

4960 

13037 

17442 

16941 

Public 

2324 

6253 

8705 

10134 

Private 

2803 

7194 

8220 

8159 

Private Cor¬ 
porate & Co¬ 
operatives 

595 

1275 

1432 

1634 

Household 

2168 

5687 

6636 

6392 

Net Purchase of 
Second Hand 
Physcial Assets 

40 

229 

152 

133 

Errors & Omis¬ 
sions 

—167 

- 407 

+517 

— 1352 


(Rs crores) 


Hem 

1970-71 

1977-78 

1978-79 

1979-80@ 

Household Sector 

3539 

11146 

138J5 

13355 

Financial Saving 

1371 

5459 

7179 

6963 

Saving in Physi¬ 
cal Assets 

2168 

5687 

6636 

6392 

Private Corporate 
Sector 

223 

423 

500 

592 

Non-Govt. Cor¬ 
porate Sector 
Cooperative 

Banks and Socic- 

191 

326 

392 

475 

lies 

32 

97 

108 

117 

Public Sector 

804 

2933 

3362 

2431 

Administrative 





Departments 

Non-Dcparl- 

734 

2565 

2353 

1863 

mental Enter¬ 
prises 

70 

368 

509 

568 

Total: Net Domes- 





tic Seving 

Consumption of 

4566 

14502 

17647 

16378 

Fixed Capital 

2217 

4996 

5699 

6677 

Gross Saving 

6783 

19493 

23376 

23055 

Performance of Public Sector 



(At current prices) 






(Rs 

; crorcs) 

Jtem 

1970-71 

1977-78 

1978-79 

l979-80@ 

Gross Domestic 

Pr oduct 

36736 

81326 

87128 

97051 

Public 

5456 

15634 

17281 

20032 

Private 

31280 

65692 

69847 

77019 

Gross Domestic 
Saving 

6783 

19498 

23376 

23055 

Public 

1253 

4088 

4656 

4015 

Private 

Gross Domestic 

5530 

15410 

18720 

19040 

Capital Formation t 

7344 

18440 

22624 

24970 

Public tt 

2773 

7408 

9999 

11718 

Private 

4571 

11032 

12625 

13252 

Final Consump¬ 
tion Expenditure 

33639 

71660 

77390 

84667 

Public Adminis¬ 
tration 

3801 

8667 

9500 

10976 ; 

Private House¬ 
hold and Non- 
Profit Institu¬ 
tions 

29838 

62993 

67890 

73691 

Percentage Share of Public Sector 

Gross Domestic 
Product 

Gross Domestic 

14.9 

19.2 

19.8 

20.6 

Saving 

Gross Domestic 

18.5 

21.0 

19.9 

17.4 

Capital Formation 

37.8 

40,2 

44.2 

46.9 

Final Consump¬ 
tion Expenditure 

11.3 

12.1 

12.3 

13.0 


(V;] Quick Eslimales t Unadjusted for errors and omissions 
tt Including net purchase of second hand physical assets. 
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, , , J,, >,.1.11 ’ . ” i' , .»■ T .’s’’''*/ 

iDCdfi^ aadOoUty A»eomi of PiAiic 
Admiatetrstive Departments 

(At current prices) 

(Rs crorcs) 


Item 1970-7J 

1977-78 

1978-79 

1979-80* 


EXPENDITURE 



Consumption E.\- 
penditurc 

3801 

8667 

9500 

10976 

Compensation of 
Employees 

2369 

5538 

6080 

6905 

Net Purchase 
of Commodi¬ 
ties and Ser- 





vices 

1432 

3129 

3420 

4071 

Interest on Public 

Debt 

216 

669 

964 

1028 

Subsidies 

337 

1802 

2224 

2558 

Current Trans¬ 
fers 

603 

1776 

1994 

2338 

Intcr-Governmcnt 
Accounting Adjust- 





ments 

{a 

123 

440 

764 

Saving 

734 

2565 

2853 

1863 

Total Expenditure 

5691 

15602 

17975 

J9527 


RECEIPTS 



Income from En¬ 





trepreneurship and 
Property 

574 

1796 

1824 

1937 

Operating sur¬ 
plus 

158 

576 

516 

563 

Interest Receipts 

Other Property 

Reeiililr 

Direct Taxes t Jt.. 

295 

693 

747 

766 

12J 

527 

561 

608 

1091 

2878 

3049 

3242 

Indirect Taxes 

3864 

10689 

12800 

14053 

Miscellaneous 

162 

239 

302 

295 

K, , . V N ’ 

5691 

15602 

17975 

19527 


♦Quick Estimates 


(At current prices) 

(Rs crores) 


Item 

1970-71 

1977-78 

J 978-79 

1979-800 


EXPENDITURE 



Change in Stocks 

8 

(-)378 

(-)21l 

(-)49 

Administrative 

Departments 

(-)30 

(-)380 

(-)265 

(-)129 

Departmental 





Enterprises 

38 

7 

54 

80 

Gross Fixed Capi¬ 
tal Formation 

1416 

3896 

4564 

5244 

Administrative 

Departments 

611 

1592 

1875 

2135 

Departmental 

Enterprises 

805 

2304 

2689 

3109 

Net Purchase of 
Physical Assets 

(-)6 

(- )78 

(- )ii 

< -)I0 

Administrative 

Departments 

l-)J0 

(-)I7 

( )23 

(-)2b 

Departmental 

Enterprises 

4 

(- )61 

12 

10 

Capital Transfers 

36 

350 

440 

647 

To the Rest of 
the World 

11 

51 

61 

66 

To other Sec- 
Sectors 

25 

299 

379 

581 

Total Expenditure 

1454 

3795 

4782 

5832 


RECEIPTS 



Savings 

734 

2565 

2853 

186.y 

Consumption of 
Fixed Capital 

123 

190 

216 

297 

Capital Trans¬ 





fers fiom the 
Rest of the World 

38 

322 

267 

418 

Net Borrowing 

1690 

6944 

3878 

7052 

At Home 

1360 

6570 

2994 

6521 

Abroad 

330 

374 

384 

531 

Other Liabilities 

(-)H31 

(—)6226 

(--^)1932 

{-)3798 

Total Receipts 

1454 

3795 

4782 

5832 


©Included in saving end is of the order of Rs 61 crorcs. 


©Quick Estimates 
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GRASIM STAPLE FIBRE 


and 


HIGH PERFORMANCE FIBRE 

Most Ideal Complementary Fibres 

Their Blended Fabrics are much more 
Comfortable, Hygeiiic and Economical 


GRASIM 



THE GWALIOR RAYON SILK MFG (WVG) GO. LTO. 

( staple Fibre Division ) 

P.O. Blrlagrana, MAODA. (M.P.) 


Telegram : "GRASIM" 


Telephone : 38 & 88 




> by K. P. Aearwnb on behalf of (lie Eastern Economist Ltd., United ComtncFcial Bank Building, 
M me New India Press, K-Block, Connaught Circus, New IDelbi. 







Registered fit the GPO, London 
as a newspaper 


Licensed to post wiihoibl^ prispayiiteht Uv54. ltdid. IptC) 257 
Regislcred with the Registrar of Newspapers of India under No. R.N. 535/57 



economical air transportation of your cargo. 
And helps you to minimise your insurance 
costs, save on your inventory, get faster deli¬ 
veries to meet your deadlines, save on your 
packaging, and a host of other benefits. And 
ail this at a much lesser cost than you think. 
Get in touch with your nearest cargo agent, or 
Indian Airlines. Both you and your cargo will 
be in good fiands. 










THE eWUlOR RtVOK SIIKIFH (WVC) CO LTD 

(PULP DIVISION) 

Birlakootam ~ Mavoor — Kozhikode 
. . Pin 673 661 

(KERALA) 



to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 


have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

“He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him." 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of Puipwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at : — 
Mavoor: Telegram : "WOODPULP" Telex : 0854-216 

Telephones : 73973-76 (Calicut) and 51 (Mavoor) 

OR 

Company's various forest Divisional Offices at — 

Trivandrum. Angamaly, Thalore (Trichur), Mannarghat, Paighat, Nilambur, Sultansbattery, 
Kuthuparamba. Pollachi, Ooty and Mangalore, 

Regd. Office : Biriagram, Nagda (M.P.) 
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THIS WEEK 

LEADING ARTICLES 

Mr V^nKatarrinian Mcawbrr 

DRY THOUGHTS 
OTHER ARTICLES 




uC the Indian 
Tree. 


embassy were safe and 


Vr.l 76 No 9 February 27, 1981 
Pries Rs 3.00 

535 WINDOW ON THE WORLD 5=6 

The Oil Glut 

German Monetary Policy at Crossroads 

536 

DoutSLhemark in for Devaluation 
539 This Year ? 

Japan : Recovery in 1981 
Mov(' lo Slash US Aid 


February 21 

riio n»(ioii-.il inciini:*, wheh in real 

iLi iiu clccrca^c-d by five p',-i cent last 
Near I . expeelcvl I*) simw a erowlh of 
abo\^; b.3 per cenl in 1‘>K0-S1, aceord- 
dme to the i*lanninii MiniNler, Mr 
Naia\an Oatt Tiwai i. 

Iran's Su reme DeVenee Council en- 
cloisetl IheMLleiii Abol llassan Bani- 
SaJr’s lejekthMi of any peace talks with 
Iraq bclore an iin.MiuJitional Iraqi 
\Mthdia\Na! lo'in ua:-conquered Iranian 
terntoi s. 


Putdng Railways Back on Rails 

R C Uninidt 540 

ECONOMIC ANALYSIS 544 

Politics of Non Lcononiics 

IN THE NATION 549 

Scaling Down Mnimum Nends 
Rome inhering Santhanam 
Railway Budgf-t . Impact on W. Bcnigal 
Assault on Education 
^*CL's Progress 
'Engineering Trade Fair 


“Tkh 

February 17 

in the First ineiJont of its kind in the 

life of the picscnl Lok Sabha some 
t Congrcss-I and J.ok Dal members 
j|..'pushed and pummelled each other, 
engaged in seiiltles and exclianged a 
few blows. 

February 18 

Hie official index of wholesale | rices 

witli base B)7()-7I -100 advanced by 
1,7 pci cent lo26I.I in Januar\ l9tSI. 
The UN Secretary (General, Dr Kurt 
Waldheim, has welcomed the idea of 
holding a seven nation legiomd 
summit as proposed by Piesidenl Ziaiir 
Rail man. 

February 19 

A flat 15 fer cent surcharge on all 

freight Iraflie and 10 to 15 per cent sur¬ 
charge on fares have been proposed by 


rish in Industrial Waters 

POINT OF VIEW 

Commrrcidl Banks and Agricultural 

Finance Rasheed Ahmed Ansari 560 

Piotorliomsm in Developing 

Economies Sushd Kunuir Kunibhat 563 

STATE OF THE ECONOMY 565 

COMPANY AFFAIRS 568 ‘ 

RECORDS AND STATISTICS 57i . 

Current Statistics 


U/eek 

the Railway Minister, Mi Kedar 
PaiKlc>,in Kailwa\ budget tor 19SI-S2. 

February 20 

I'he Reserve Rank of India devalued the 

rupee by I per tent. The new buying 
and selling rates b>i Rs 100.00 against 
poll ml sieiling aie fixed at 5.2910 and 
5.2632 respecti\el\. 'The new middle 
I ate is IS.95 ])er pound- 

Janata l*art> President, Mr Chandra 
Shekhar nik\l oui the possibility of the 
Bharati\a Janata Party coming closer 
to his parU in view of the BIP's conti¬ 
nued I nks with the RSS. 

The country is set to froduce 133 
million tonnes i>r foodgrams—an all 
time high - in the current agrieultuic 
year. 

The “siege’' of the Indian and Giiale- 

maLin embassies in Mexico by protest¬ 
ing students lifted and all slalf members 


February 22 

Bharatiya Janila Party President, 

Ml A. B. \a)pa\ec, called upon the 
opposition parties to plunge into the 
farmers movcinent to f«).us attention 
on the "just" demand for higher prices 
foi agrijultural [iri)duce. 

Five persons killed, four in police firing 
and one in stabbing, as anti-iesoivation 
nols look an ugly turn in Ahmcda- 
l)ad. 

February 23 

I'hc fate of the three-month old Kishang 

Keishang Minisiiy was in the balance 
as KK'ongressfl) m:mbers crossed the 
llooi and the speaker admitted a no 
confidence motion. 

Steel bars anJ rods whose prices were 
hitherto fixed hy the Joint IMant Com¬ 
mittee (JPC’) have b,'en tl.*conlrollcd. 
President Bre/.hnc> iiidicaleJ his readi¬ 
ness for summit talks with IVe^ident 
Reagan lo sort out Soviet-US bilateral 
problems and find solutions to major 
international issues. 

February 24 

The pound sterling became cheaper by 
40 paise folh)\\ing the iip\alualn>n of 
the rupee by the Reserve Bank of India 
by 2.16 per cent. The middle rate now 
IS Rs IS.55 per pound sterling. 

The I nioii (ioverniiieiif has decided to 
supply iron ami steel and pig» iron to 
engineering goods exporters at inter¬ 
national prices. 

President Reagan said he was most 
interested in Soviet President Bre/h- 
nev s suggestion for a summit meeting 
and would discuss it with the British 
Prime Minister, Mrs Margaret Thatcher, 
when she visits Washington. 
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Mr Venkataraman Mieawber 


No Fisa Net Minister ever presents a gloomy pre-budget Eco¬ 
nomic Survey. Problems may be mentioned, even highlighted, 
but silver linings are espied in every dark cloud, and the docu¬ 
ment specialises in cautious optimism, the classic blend which 
enables the Finance Minister to raise hopes without commit¬ 
ting himself loo firmly to their fulfilment. This year’s Econo¬ 
mic Survey is no exception. 

Nobody was more adept at finding silver linings in dark 
clouds than Mr Mieawber, the Dickensian character who was 
always hoping that something would turn up. Mr Venkataraman 
too hopes that something will turn up, preferably production 
and exports. But he is realistic enough to admit that the 
leading candidate for an upward movement is the price line. He 
is also realistic enough to admit that the blame for inflation 
cannot be put entirely at the door of greedy Arab exporters 
of oil. The increase in prices of steel and coal (which have 
long been urged in previous Economic Surveys) have also given 
a powerful cost-push to the price line. Indeed, the pre-budget 
price hikes for oil, sled and coal and railway fares will lighten 
the pockets of consumers by a tidy Rs 2,500 crores. This 
should satisfy much of the gargantuan appetite of the public 
sector for money, and correspondingly less will have to be ex¬ 
tracted from the public by way of taxes. This looks like a 
re-run of last year’s budget. Then too the public was first 
subjected to price hikes for oil, fertilisers and railway rates to¬ 
talling close to Rs 3,000 crores. This was followed by a bud¬ 
get in which Mr Venkataraman was able to announce a series 
of tax concessions which added up to a modest Rs 42 crores. 
For this he received wide acclaim from economic illiterates, 
particularly the crown prince who declared that it was the best 
budget since independence. As could easily have been fore¬ 
told, this best of all budgets failed quite dramatically to pre- 
I vent the incxhorable erosion of the rupee’s purchasing power. 
The Survey as usual talks of the need for monetary and fiscal 
discipline to curb the money supply, but sounds unconvincing 
for the simple reason that similar exhortations in past Surveys 
have failed to prevent the authors from indulging in the very 
profligacy they seek to curb. 

The Prime Minister said some time ago that statistics hide 
the truth. This is at least partly true of some of the statistics 


increase in an economy firmly mired in a long-term 
growth trend of 3.5 per cent. In fiict it represents a very poor 
rebound from the drought-hit year of 1979-80. Our statistics 
show that foodgrains output in 1979-80 sank to just 108.8 million 
tonnes, a figure so low that it fails to be credible. If true it 
would mean that all the itrigation potential created in the last 
15 years has failed to give any protection against drought which 
is certainly not the case. The NCAER at a seminar a few 
days ago felt that the figure was nearer 116 million tonnes. 

Depressing the figure for 1979-80 has artificially inflateJ the 
extent of rebound in 1980-81. What has to be looked at is the 
absolute levels of production in relation to two years ago and 
this shows that GNP has risen by just one per cent over a two- 
year period. Tftis is poor by any standards. Foodgrain pro¬ 
duction is expected to be higher by barely one to two million 
tonnes compared to 1978-79 despite an additional 4.8 million 
hectares having been brought under irrigation and fertiliser 
consumption having gone up by over 10 per cent. Clearly all 
this effort in agriculture is yielding very poor returns. 

Industrial production is expected to rise by four per cent this 
year, after falling by 1.4 per cent in 1979-80. It is hardly ne- 
ces.sary to expound on its inadequacy. Industrial production 
was actually negative in the first half of the financial year, but 
with the good monsoon filling hydel reservoirs, the output in¬ 
dex has risen sharply from October onwards. It is a sad state . 
of affairs where industry has become as dependent on the mon¬ 
soon as agriculture. 

The breakdown of our infrastructure over the last three 
years has become the biggest bottleneck in the economy surpas¬ 
sing by far the foreign exchange problem. There are signs now 
that the worst is over. Coal production has increased to an 
estimated 115 million tonnes this year after four years of 
stagnation, and pithead stocks might rise to a record 16 million 
tonnes by the end of March. Railway movement has at last 
improved after November, and the new tactic of segregated 
wagons as well as a new management has resulted in loadings 
going up from 15 million tonnes in July to over 19 million 
tonnes in January, and the March figure may well be 21 million 
tonnes. If this improvement can be maintained, many of the” 
economy’s problems will ease. It is worth pointing out that 


produced in the Survey. It postulates a growth of 6.5 percen 
m GNP in 1980-81. This, on the face of it, is an impressivi 
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the petering out of the Assam agitation has helped rescue 
wagons locked up there, and cut out irrational movement of 





petroleum products and fertilisers. Hence the s6ope for im¬ 
provement in the months to come has definitely increased. Jt 
Jk a good sign that the locomen’s strike has failed to arrest the 
upward trend in freight in the last two months. 

The performance of tl.e power sector has been one of the 
outstanding failures of the economy right through the 197rs. 
Less than half the planned capacity was added in the Fourth 
Plan, and the shortfall in the I ifth Plan was something like one- 
third. On top of this the utilisation of thermal capacity has 
fallen from a peak of 55.3 per cent in 1976-77 to just 45.4 per 
cent in 1979-8:), and is no higher this year. If we could just 
return to the 1976-77 level of utilisation, we would be surplus 
in power in most States. Power is another sector where enor¬ 
mous investments have failed to yield a half-decent return. 

good mon'^oon 1 as given us a temporary reprieve but the 
basic problems of improved maintenance and improved equip¬ 
ment have yet to be tackled elTectiveiy. 

Inflation C( nlinucs unabated, dhe annual rate of inflation 
was running at arounJ 15 per cent w hen the Survey was written 
in January, and the annual result is likely to be around the 
same level. Apart from the rise in price of oil, steel, coal and 
fertilisers, the Government has persistently increased food pro¬ 
curement pi ices by more than suggested price by the APC, and 
this i-s an important source of inflatinn. The procurement price 
of paddy has shot up from Rs 74 per quintal in 1976-77 to 
Rs 105 this year, an increase of over 40 per cent in four years, 
^barse grains have gone up by the ^ame rate, and only wheat 
has been held in check (the price increasing from Rs 105 to 


Rs 117 P 2 T quintal). Higher input prices are resulting in highe^" 
output prices in both industry and agriculture, and the Survey 
does well to warn about procurement prices becoming an engine ^ 
of infladon. 

Having castigated his predecessor for indulging in excessive > 
deficit financing Mr Vcnka'aranian is going to come perilously . .. 
close to the same level. He can in part blame the Railways and ' 
public sector undertakings for their huge losses, which he had ^ 
not anticipated. Net RBI credit to the Government, the best 
indicator of deficit financing, was Rs 2242 crorcs in April- 
January this year against only Rs 1332 crores in Mr Charan 
Singh's year. This has been the chief culprit in expanding the 
money supply. Reserve money has risen by less than half RBf 
credit to the Government thanks to a fall in the foreign ex¬ 
change assets of the banking sector. 

The one part of the Survey that is lar too pessimistic is on 
the balance of payments. It continues to project a gloomy out¬ 
look on the oil front, ignoring the fact that there is now finally 
a glut of oil which has driven spot prices below OFFC rates, 
and that the resumption of the oil flow from Assam will cut 
something like Rs 1,200 crores of imports. On top of this pro¬ 
duction from Bombay High is scheduled to treble over the next 
three years. The Survey makes the incredible statement that ' 
“remittances from abroad have stagnated" when only a few 
days ago there was an official announcement that invisible re¬ 
ceipts in 1980 had shot up to Rs 4467 crores from only 
Rs 2775 crores in 1979. ft is sad that we do not even realise 
what is really saving our bacon. 
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dAUSEP To THE NATIONAL ECONOMY BY 

three yea^s of drift and lack of 

DIRECTION 



©FV ^boClIbl'S 


¥Tnity among editors on basic princi- 
^ pics is vital for preventing Govern¬ 
ment encroachments on the freedom of 
speech, and the Editors’ Guild has done 
well to pass a resolution laying down 
what joint action should be taken to 
ensure this. But I must cross swords 
with the Guild on its prescription in the 
event of total censorship being imposed. 
“If total censorship is imposed, editors 
must stop writing altogether rather than 
dilute the facts. They must communicate 
their ideas in ways other than through 
the censored, organised press. Their 
beacon under these circumstances must 

i what Gandhiji counselled when the 
1 ^ Act was passed in 1920. Gandhiji 
S said that he would rather see a 
cdlnplcte stoppage of a newspaper if the 
editor cannot, without fear of conse¬ 
quences, freely express his sentiments. 
To publish such a censored piece, he felt, 
is much the worst alternative. The mere 
appearance of a censored paper gives the 
most disheartening signal at a time of 
crisis; the signal that things are nine- 
tenths normal.” 

is not fashionable to criticise the 
|jfehatma, but I must say that on this 
occasion he talked complete rubbish. 
It is an editor’s responsibility to fight 
oppression as best as he can by the use 
of his pen, not to lay down his pen. It 
is idle to say he should resort to other 
means of communicating ideas, lil<e 
making public speeches. A first-rate 
writer may be a very poor speaker. Let 
the politicians stick to demagogy, and 
let editors stick to theirs. During the 
Emergency, we witnessed the heroic 
battle waged by The Indian Express, 
The Statesman, Economic and Political 
^ Weekly, and Eastern Economist, all of 
which played a vital role in keeping up 
the morale of dissenters all over the 


country. How would it have helped the 
crusade against the Emergency if all these 
journals had simply closed down? 
Silence, we are told, can be deafening. 
But not for long. The closure of journals 
for a few days, would be a temporary 
sensation. Then all readers, who natu¬ 
rally want to read, will switch to Govern¬ 
ment controlled media, and gradually 
forget altogether about the closed jour¬ 
nals. Out of sight IS out of mind. Dis¬ 
senting editors who withdraw from the 
field will simply lose their case by 
default. 

¥n any case it is stupid for the Guild to 

assume (as Gandhiji assumed) that it 
is within the power of an editor to stop 
publication. Only in very exceptional 
cases is this so. The proprietor of a 
journal is normally somebody other than 
the editor, and if a dissenting editor tries 
to stop publication he will speedily be 
sacked and replaced by a compliant one. 
Thus the Guild’s prescription would 
merely result in dissenters being replaced 
by puppets. Even under total censor¬ 
ship, when all matter has to be submitted 
for clearance, there is immense scope for 
advertising dissent in subtle forms. 

It was, of course, quite typical of 
Gandhiji to suggest that the best way of 
combating an invading army was to lay 
down one’s arms. When asked how non¬ 
violence could be used to combat a Na/i 
bomber, he said he would pray, and 
perhaps the pilot wtjuld hear his prayer. 
I regard this as a lot of hogwash, and 
so did others like Pandit Jawaharlal 
Nehru (although they said so in politer 
terms). The truth is that Gandhiji’s 
tactics were totally useless against an 
oppressive regime, and could succeed 
only against a liberal one. He would not 
have lasted two minutes in the Mughal 
era or any previous age—^he would 


simply have been beheaded as a traitor 
and a madman, and that would have 
been the end of the story. But the 
British Raj had woven the hypocritical 
talc of bringing civilisation and liberal 
values to lesser breeds without the law, - 
and was caught in its own web. It 
fell obliged to respond to the Gandhian 
challenge in a civilised rather than brutal 
way. A Belgian colonial regime would 
have had no such inhibitions—^the , 
Belgians had no fancy notions about 
bringing liberal values to the Congo, and 
shot uppity blacks without turning a hair. 
The Portuguese did the same in their 
colonics. No Gandhis could ever have 
risen in these areas. In short, it is totally 
useless to invoke Gandhian ideas when 
dealing with an oppressive regime that 
imposes censorship. The only way to 
light such oppression is with every means 
at one’s command, legal or illegal. To 
voluntarily stop publication would be 
silly. Far better to keep going till you 
are closed down, and then start an under¬ 
ground press. 

T find 1 have been carried away with 
excess righteousness at this stage. Let 
me come down to earth and cynically 
admit that there is no such thing as a 
totally free press. Even today censorship 
is imposed on newspapers by the propie- 
tors—the editor is told categorically of 
the norms which he must follow. It also 
needs to be pointed out that the Editor 
personally censors the writing of his staff,' 
and makes them follow the line he 
himself advocates—this is known aS: 
editorial policy. Of course, these are 
incomparably mild forms of censorship 
compared to Government censorship. 
But it docs emphasise that the freedom 
of speech is not an unadulterated 
virtue. 

—Swaminathan S. Alyar 
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Putting Railways Back on Rails 

R. C. Ummat 


For ti e third year in succession, the 
users of railway facilities have been sad- 
' died with substantial additional burden. 
Levying a supplementary surcharge of 
five per cent on freight rates upto Rs 500 
kms and 10 per cent for distances beyond 
500 kms and making some adjustments 
in passenger fares. Prof Madhu Dandavate 
. had attempted to net in 1979-80 an addi¬ 
tional revenue of approximately Rs 178 
crores, which, after meeting the full divi¬ 
dend liability to the general revenues 
for the year, would have yielded a surplus 
of Rs 79.66 crores. Mr Kamlapati Tripathi, 
in his regular budget for 1980-81 present¬ 
ed in June last, pushed up both freight 
rates and passenger fares further to yield 
approximately Rs 300 crores in a full 
year. Passenger fares were raised by 20 
per cent for first class AC, first class and 
AC two-tier sleeper; 12.5 per cent for 
AC chair car and second class mail/ex¬ 
press trains; 10 per cent on second class 
ordinary trains for distances beyond 100 
kms; and 15 per cent for the quarterly 
and monthly season tickets. Goods 
traffic was subjected to an additional 15 
per cent supplementary surcharge on the 
total freight charges, whether in wagon¬ 
loads or smalls, except in the case of salt 
for domestic use, foodgrains, pulses, 
sugar, kerosene, edible and hydrogenat¬ 
ed oils, chemical manures, firewood and 
charcoal, sugarcane, fresh vegetables and 
fruits (including bananas), onions, pota¬ 
toes, milk, medicines, safety matches and 
fodder. The additional receipts to the 
tune of about Rs 195 crores during the 
year were anticipated to result in a net 
surplus of Rs 32.31 crores after meeting 
fully the dividend liability. 

Mr Kedar Pandey has administered 
another heavy dose by proposing to 
mobilise during 1981-82 as much as 
Rs 356.26 crores through further jacking 
up of railway charges so that there can 
accrue a net surplus of Rs 49.89 crores. 
His proposals are wide-ranging and cover 
i almost all types of railway traffic, except 
1 suburban passenger traffic, journeys by 
I; second class ordinary trains up to 150 


kms and movement of salt for domestic 
use, firewood and charcoal. A further 
surcharge of 15 per cent on the existing 
passenger fares has been proposed for 
travel in AC first class; 12.5 per cent for 
first class and AC two-tier sleeper class; 
10 per cent for ACC chair car, second 
class mail/express as well as second class 
ordinary for travels beyond 150 kms. In 
the case of air-conditioned two-tier sleeper 
class, not only the basic fare is to be 
raised as for first class mail/express 
but also there will be a supplementary 
charge per ticket at the rate of Rs 15 for 
journeys upto 1,000 kms and Rs 25 for 
longer distances. The minimum passenger 
fares now will be: second class ordinary 
30 paise, second class mail/express 85 
paise, AC chair car Rs 9.50, first class 
ordinary Rs 8, first class mail/express 
Rs 19, AC class Rs 48. A supplemen¬ 
tary charge of Rs 20 for AC first class, 
Rs 10 for first class, Rs 6 AC chair car, 
Rs 3 for second class sleeper and Rs 2 
for second class sitting accommodation 
has been proposed on superfast trains, 
as against the present charge of Rs 10, 
Rs 5, Rs 3, Re I and Re 1, respectively. 

The sleeper surcharge, which currently 
is Rs 5 irrespective of the nights involved, 


is to be modified to Rs 8 for the first 
night and Rs 5 for each subsequent 
night. The reservation fee is to be doubl¬ 
ed to Rs 10 for AC first class, Rs 4 for 
first class, and Rs 2 for AC chair car and 
increased from 25 paise each to Rs 2 and 
Re 1 for second sleeper and second sit¬ 
ting. An additional supplementary charge^, 
of 15 per cent has been proposed on the 
total freight charges in respect of goods 
traffic (including livestock), both in wagon¬ 
loads and smalls, with the exception of 
salt for domestic use, firewood and char¬ 
coal. It is to be imposed on tranship¬ 
ment charges, special charge on liquids in 
bulk involving transhipment and siding 
charges. 

The luggage and parcel traffic charges, 
including those for other coaching 
traffic, arc to be stepped up by 10 per 
cent. Cloak room tariffs are to be doubl¬ 
ed for large stations and raised by 10 to 
20 paise for medium and small stations. 
The students community in Calcutta, 
however, has been provided a small 
concession. It will pay in future only 
50 per cent normal monthly season fare, 
as against 66.6 per cent at present. It 
has, thus, been put at par with Bombay 
students. To help the north-eastern re- 
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gion, which has to bear high transport 
g charges even for essential commodities 
f of daily use, six per cent concession is 
to be provided from the raised freight 
rates on all goods traffic booked via 
Howrah area to and from stations falling 
in the States of Assam, Meghalaya, 
Tripura, Mizoram, Manipur, Nagaland 
and Arunachal Pradesh. The modifica¬ 
tions in railway charges will take effect 
from April 1. Of the additional receipts 
of Rs 356.26 crores, Rs 70.04 crores 
would accrue on account of passenger 
-^traffic, Rs 276.08 crores from freight 
traffic and Rs 10.14 crores from luggage, 
parcel and other coaching traffic. 


Primary Aim 

The above successive hikes in railway 
charges have been effected with two ob¬ 
jectives in view : (i) I'or compensating 
railways for the mounting operational 
expenses; and (ii) for throwing up some 
surpluses for developmental purposes. 
The primary aim of jacking up the 
assenger fares and freight rates in 1979- 
, of course, was to mobilise resources 
developmental purposes; the increase 
in operational expense was not envisaged 
to be large. The two objectives had ap¬ 
proximately equal importance in the 
resource mobilisation effort in 1980-81 as 
they have in the next year's endeavour. 
The hopes of both Prof Dandavate and 
Mr Kamlapati Tripathi, however, were 
belied. Against a net surplus of Rs 79.66 
crores envisaged for 1979-80, the actual 
accounts for that year reveal that there 
ms a deficit of Rs 66.24 crores. The 
HUlvised estimates for 1980-81 suggest that 
not only the anticipated surplus for this 
year has been wiped off but also railways 
will be incurring a net deficit of Rs 52.34 
crores. Mr Pandey's estimate of 
Rs 49.89 crores surplus during 1981-82 
will get reduced to just Rs 11.42 crores 
after appropriating Rs 38.47 crores to 
meet the expenditure chargeable to deve¬ 
lopment fund which is already fairly 
heavily indebted to the general exchequer. 

Indisputably, there has been a sharp 
rise in the operational expenses of rail¬ 
ways due to the inflationary tendencies 
in the economy. The Railway Tariff 
Enquiry Committee, headed by Dr H.K. 
Paranjape, which submitted its final 


report in June last year, had clearly 
pointed out that between 1950-51 and 
1978-79, the increases in fares and freight 
rates had been lagging behind the sharply 
rising input costs of railways and there 
was every case for upward revisions in 
railway charges. The committee had 
come to the conclusion that besides meet¬ 
ing the increases in operational expenses, 
railway should start throwing up re¬ 
sources for their development in the 
longer term perspective up to 2000 AD 
and had suggested that total earnings of 
railways from both goods and coaching 
traffic must increase by about 40 per cent 
over the 1976-77 level in the early 1980s. 
Each stream was envisaged to yield about 
30 per cent more at the 1976-77 level of 
efficiency and traffic and the additional 
net surplus was to be found primarily 
from the goods traffic. 

Judged against the above recommenda¬ 
tion, the overall impact of the increases 
effected during the last three years in 


railway charges, as stressed by' 
Mr Pandey, may be slightly lower than 
sugge.sted by the RTEC. But the scaling 
up of charges for some categones of 
traffic had been to a somewhat higher; 
extent. And yet the committee’s rccom* 
mendations have to be fully implemented' 
as they envisage a recasting of the fares • 
and freight rates structure—a task which > 
the Railway Board has not been able to 
complete so far. 

The above analysis raises an important 
question. Since no sizeable surpluses 
have been thrown up by railways foi! 
their future development despite three 
successive and fairly sharp increases in. 
their tariffs, where i.s the additional re*, 
venue going? It may be argued that the 
allocation for depreciation reserve fund 
during the next year is being stepped up 
by as much as Rs 130 crores to Rs 350 
crores, which can be interpreted as gene¬ 
ration of additional icsourccs for replace¬ 
ment and model nisation/dcvelopment. 


Railway Budget: Broad Contours 

(In crores of rupees) 


Actuals 

Budget 


Revised 

Budget 

1979-80 

Estimate 


Estimate 

Estimate 


1980-81 


1980-81 

1981-82 

2337.84 

2749.59 

(a) Gross Traffic Receipts 

2707.22 

3276.75 

1878.38 

2111.93 

(b) Ordinary working expenses 

2164.61 

2464.64 

200.00 

220.00 

(c) Appropriation to Depreciation 





Reserve Fund 

220.00 

350.00 

64.00 

84.00 

(d) Appropriation to Pension Fund 

84.00 

98.50 

2142.38 

2415.93 

(e) Total working expenses 





(b)-|-(c) + (d) 

2468.61 

2913.14 

195.46 

333.66 

(f) Net Traffic Receipts 





(a) -(e) 

238.61 

363.61 

31.83 

31.29 

(g) Net Miscellaneous Receipts 

33,48 

36.19 

227.29 

364.95 

(h) Net Railway Revenue 





(0+(«) 

272.09 

399.80 

293.53 

322.24 

(i) Dividend Payable to General Revenue**324.43 

349.91 ; 

*-66.24 

-1-42.71 

(j) Surplus(-|')or shorlfalI( -) (h)“(i) 

—52.34** 

+49.89 > 

91.5% 

87.8% 

(k) Operating ratio* 

91.1 

88.8% ; 

4.1% 

6.2% 

(1) Percentage of net Revenue-before 





payment of dividend to General 
Revenue on the Capital-at-Chargc 

4.6% 

6.3% 


Note—*Ratio of Total Working Expenses to Total Earnings excluding Suspense, 
^^Dividend payment is limited to the available net Revenue, and balance repr^ 
senting shortfall is transferred to '^Deferred Dividend Liability Account” as per re* 
commendations of Railway Convention Committee (1977). 
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p.''. 

But it remains to be seen whether 
Mr Pandey*s anticipated surplus will 
, jnccrue next year and the dividend liabi- 
Klity to the general revenues will be fully 
' met, despite the cushion which appears 
to have been kept in the budget estimates 
(this will be examined subsequently in this 
piece). During 1979-80 and 1980-81, the 
erosion in the profitability of railways 
has led to a significant increase in their 
' indebtedness to the general revenues. The 
development fund will owe to the gene¬ 
ra revenues at the end of the current 
financial year as much as Rs 224.17 
crores after obtaining a loan of Rs 34.66 
' orores. The deferred payment liability 
on account of dividend will grow to 
Rs 233.76 crores from Rs 181.42 crores 
at the end of March, 1980. 

Revenue Mobilisation 

Most of the additional revenue being 
mobilised apparently is being used up 
i'for meeting the increasing operational 
„ costs and the surpluses which could be 
' Utilised for developmental purposes have 
, not been accruing due to deterioration in 
^ the working of railways. The latter is 
evident from the fact that railways have 
not been moving the targetted traffic, 
particularly goods traffic on which their 
fortunes primarily depend. As against a 
target of carrying 222 million lonnes 
revenue-earning originating goods traffic 
in 1979-80, the actual such traffic moved 
was just around 193.1 million tonnes, as 
against 199.6 million tonnes in the pre¬ 
vious year, 212.8 million tonnes in 1977- 
78, 210.6 million lonnes in 1976-77 and 
196.8 million tonnes in 1975-76. The 
revised estimates for 1980-81 suggest that 
the aggregate movement of revenue- 
earning originating goods traffic in this 
year would be around 195 million tonnes, 
as against the target of 214.5 million 
tonnes. The estimate for the next year 
is 215 million tonnes - still lower than 
the revenue-earning originating goods 
traffic moved in 1975-76. The originat¬ 
ing passenger traffic, which was growing 
at the rate of 5/6 per cent till last year - 
.at a rate 70/100 per cent higher than 
ptergetted—too suffered setback in 1980 81 
l^ue to cancellation of a number of trains 

the first half of the year: the growth 
in this traffic is estimated to be just 
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around 2.1 per cent. The growth in pas¬ 
senger traffic next year is envisaged 
around three per cent non-suburban and 
six per cent suburban—much lower than 
the growth registered till last year. 

Significant Factors 

The setback to the operations of rail¬ 
ways in the past two years, of course, 
has been caused to not an insignificant 
extent by such factors (beyond their 
control) as deterioration in the general 
law and order situation, the approxima¬ 
tely five per cent decline in Gross National 
Product in 1979-80 due to serious drought 
which not only affected agriculture but 
also industry as hydel power generation 
went down drastically, the difficult power 
and coal situation, upsets caused by port 
and industrial workers, strikes and go- 
slows, the Assam agitation, etc. But 
the sporadic agitations of some sections 
of railwayman, many a time on flimsy 
grounds, too have had a serious adverse 
impact. The increase in the backlog of 
maintenance after the first few months of 
ti e 1975 Emergency has been affecting 
wagon supplies. Whereas the number of 
running coaches has been growing steadi¬ 
ly since 1974-75, the number of wagons 
in use has shown a declining trend, even 
though a modest one. This, along with 
the increased use of road tran.sport des¬ 
pite its higher charges, indicates that 
goods traffic has shied away from rail¬ 
ways not insignificantly either due to 
inadequate availability of wagons or 
owing to indifferent service. The setback 
to the operations of the steel indu.stry, 
of course, has Kdto some decline in 
originating traffic for railways. But, 
surely, railways could have done much 
better if the momentum gained in attract¬ 
ing traffic between . 1975-76 and 1977-78 
had not been lost subsequently. 

The steady increase in the lead of 
both passenger and goods traffic, parti¬ 
cularly in thecase of the latter from 677 
kms in 1976-77 to 749 kms in 1979-80, 
of course, has helped in mitigating to 
some extent the loss in eainings on ac¬ 
count of decline in the revenue-earning 
originating goods traffic. But even taking 
this into convideration, the overall re¬ 
venue-earning goods traffic moved has 
been much below expectations. This 
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year the average lead for goods traffic is 
expected to be around 746 kms. 

If railways are able to move next year 
the targetted traffic, their revenue should 
show a substantial improvement over the 
budget estimate of Rs 3276.75 crores. 
The gross traffic receipts appear to have 
been underestimated significantly as the 
average lead of goods traffic assumed 
for the next year is just 710 kms. No 
doubt, during the past 10 years, the lead 
went down from 699 kms in 1974-75 to 
685 kms in 1975-76 and 677 kms in 
1976-77, when the originating revenue- 
earning goods traflic increased from 
173.6 million tonnes to 196.8 million 
tonnes and 212.6 million tonnes and 
there is every possibility of the increased 
traflic on the .steel circuit bringing down 
the overall average lead, as also such 
other factors as the going on stream of 
the Mathura refinery, the normal work¬ 
ing of the Barauni refinery (and conse¬ 
quent improvement in fertilizer manu¬ 
facture), easier availability of foodgrains 
in most parts of the country obviating 



large movement of foodgrins necessitated 
during the past two years by the drought 
of 1979-80, it does not stand to reason 
that the lead should go down to below 
the level of 1977-78 (713 kms) which, 
undoubtedly, was the most normal year 
for the movement of goods traffic, lo 
fact, the improvement expected in the 
production of coal and finished steel, the 
general fillip that the industries all over 
the country should receive following 
good agricultural harvest and improved 
power generation and the stress to be 
placed on increasing exports to mitigate 




the rigours of the mounting crude oil and 

i ^rtroleum products import bill should 
tip the lead go up substantially from the 
977-78 level. The passenger tralhc on 
railways too should regain the buoyancy 
of the recent years especially when travel 
by rail is now much more economical 
than by road. The recent hikes in road 
transport fares can be expected to incre¬ 
ase the pressure on railways at least for 
medium distance travel. 



^ Adverse Factors 

Part of the above cushion in railway 
revenues, of course, may be eroded if the 
inflationary tendencies continue to persist. 
There has been, no doubt, significant 
abatement of these tendencies, but still 
inflation rale continues to be around 15 
per cent and rise in prices may accentuate 
after the presentation of the budget and 
also as a result of dwindling food stocks. 
A further hike by the oil exporting coun¬ 
tries in the prices of their crude oil may 
add to the problems. Unlc.ss, therefore, 
ased operational costs arc absorbed 
ist to .some extent by improved pro- 
djfi^ity and more efficient working of 
railways, the finances of railways may not 
show the required improvement. 

It is, of course, heartening to note 
that to .straighten out the current rail 
transport bottlenecks, which are having 
a very dclitcrious effect on the economy 
as a whole, and also to gear railways to 
the tasks they arc expected to shoulder 
in the next two decades, the outlay on 
their current (Sixth) Plan has been raised 
jjjE^ly from the Fifth Plan level (to 
Br 5,100 croies from Rs 3,400 crorcs). 
This may not be enough to augment 
very substantially the railway network 
in the country- the Railway Minister has 
not held out any promise of undertaking 
any large expansion of the route, besides 
what is aimed at with the ongoing pro¬ 
jects—but it should facilitate a great deal 
the implementation of the rehabilitation 
and modernisation programmes. The 
1981-82 Plan outlay has been put at 
Rs 980 crores—an increase of 29 per cent 
over the 1980-81 outlay of Rs 762 crores. 

The emphasis in the rehabilitation and 
modernisation programme during the 
cutrent Plan is to be on electrification, 
repkeement of 50,000 overaged wagons 


and augmenting of the overall wagon 
fleet by another 50,000 numbers in terms 
of 4-wheeIers, track renewal and strength¬ 
ening, phasing out of steam locomotives 
(to reduce coal consumption) both through 
electrification and dicselisation, augmen¬ 
tation of rolling stock repair and main¬ 
tenance facilities, etc. The ongoing pro¬ 
jects of capacity generating nature are to 
be completed as expeditiously as possible. 
Conversion of metre gauge lines into 
broad gauge ones are to be undertaken 
on a judicious basis but eflbrts are to be 
made to streamline the operations at the 
meture gauge sytems. A high-powered 
committee is to be set up to suggest im¬ 
provements in the financial, organisation¬ 
al and administrative areas .so as to enable 
railways to handle the challenges in the 
coming decades. 

The innovation made in the past few 
months to streamline the movement of 
both passenger and goods traffic on rail¬ 
ways have undoubtedly yielded whole¬ 
some results. As regards goods traffic, 
these include seggregation of the modern 
wagon fleet and its operation as ‘‘express” 
streams of fright tralfic; increased use of 
closed circuit movement of open Box 
wagons for coal, steel plant materials 
and export ore and covered wagons 
‘‘jumbos” for foodgrains, fertilizers and 
cement; optimisation of the load of goods 
trains; use of diesel and electric locomo¬ 
tives in sclccled sectors; introduction of 
integrated operation encompassing end- 


to-end running of through goods trains 
with the same electric and diesel engine, 
etc. But since coal movement has been 
improved a great deal, attention needs 
to be paid to a more rational catering for 
the goods traffic all over the country. 
Reports suggest that goods traffic in some 
parts of the country has suffered because 
of railways diverting wagons to improve 
coal supplies to thermal power stations. 
The introduction of heavier goods trains 
up to 4,500 and even 7,500 tonnes haul¬ 
ed by multiple engines and double¬ 
headed passenger trains with added 
coaches should augment the carrying 
capacity of railways and lead to better 
utilisation of the track. I'hesc steps 
thus, arc in the right direction. But these 
efforts should not be allowed to flag as 
happend a few years ago with the pro¬ 
gramme of speeding up of trains. As 
regards phasing out of sleani locomotive 
with a view to reducing railways consum¬ 
ption of coal, it will be worthwhile if 
resort is taken to this measure to a 
greater exteni in places distant from the 
coalfields. Dicselisation of these routes 
may entail some additional consumption 
of high speed diesel, but that should be 
more than offset by tlic release of capa¬ 
city of railways currently used for carry¬ 
ing coal for its own requirements in the 
far flung areas and the consequent ad¬ 
ditional revenue which railways can earn 
by utilising this capacity to move other 
essential goods trafiic. 
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Economic Analysis 

The Politics of Non-Economics 


We reproduce below the proceedings of a scintillating and freewheeling panel discussion organised by 
the Economic and Scientific Research Association, Calcutta a few weeks ago. The panelists were Mr L.K. Jha, 
Mr B K. Nehru, Dr I.G. Patel and Dr. Subramaniam Swamy. The panel was answering questions posed to them 
by Mr S S. Kanoria.BMr S.S. Pruthy, Mr B.K. Chatterjee and Mr M.J. Akbar, Mr M.V. Arunachalam moderated. 

This, the first of a three-part series, deals mainly with the poiitical issues raised during the discussion. It 
has been slightly edited in order to make the language tighter. The next instalment will relate to businessmen In 
India and the last one will be the summing up discussion of the panel. 


S.S. Kanoria: My specific question is: 
do the experts on the panel feel that 
our present political system and its 
functioning is primarily responsible for 
the country’s gloomy economic per¬ 
formance and outlook? Is a change to 
the presidential form of Government 
desirable and, how far it is likely to be 
helpful in giving a thrust to accelerat¬ 
ed economic growth? 

M. V. Arunachalam: May I request 
Mr B.K. Nehru to field the first ques¬ 
tion? 

Subramaniam Swamy: Since he was 
the author of the draft constitution as 
well. 

B.K. Nehru: Thank you Mr Chair¬ 
man. The question asked is very inter¬ 
esting and Dr Swamy’s comment is 
quite wrong. The note he has referred 
to was not drafted by me. it had noth¬ 
ing at all to do with me. It was cir¬ 
culated annonymously and author¬ 
ship was fostered on me. I am not the 
author. 1 think it is by now well known 
who the author is because MrA.R. 
Antulay has specifically said that he 
was the author and I wish Dr Swamy 
and other friends would acknowledge 
this paternity rather than making me 
the father of this illegitimate child. 

The fact is that I have for many 
years publicly as well as privately—I 
think the first article 1 wrote on this 
subject was published 11 years ago— 
been in favour of the presidential 
system. We are not progressing—if you 
analyse it, why we are not progressing, 
(it is) because we have got involved in 


a system which is full of controls, re¬ 
gulations, brakes, all the time, brakes. 
Why? Because this is of benefit to a 
large section of the community which 
is entrenched in power. That section 
consists of the politicians, the bureau¬ 
crats, senior bureaucrats—at least,many 
bureaucrats—the industrialists, if I may 
say so, who benefit by the system 
of licensing and controls, price 
controls, the trade unions, who 
also benefit in the sense that their 
existing high emoluments of the organis¬ 
ed sector are guaranteed. We, there¬ 
fore, are against competition. Now, 
why does this system go on? There are 
many reasons. I would have to deliver 
a long speech to justify the presidential 
system in all its aspects. But it has two 
very definite advantages. One is that 
the President is free to choose his 
Ministers or his Secretaries of State 
from the best talents available in the 
country. Second, and this is very 
much more important really, it is that 
the interference of the politicians, of 
the elected representatives of the people 
with the administration will then cease, 
because the President or the Governor, 
as the case may be, will then not be 
dependent on the vote of the elected 
members, his office will not be con¬ 
tinuously at risk and he will not have 
continuously to please the individual 
members of the legislature by acceding 
to their wishes contrary to the law and 
contrary to his own rules and regula¬ 
tions. 

We have now got a system in which 
corruption is rife and part of the cor¬ 


ruption is due to this. The other advan¬ 
tage is that liaving got an executive, a 
chief executive who is irremovable, he 
can then follow a particular policy 
over a number of years without regard 
to the immediate effect and, if we are 
going to progress we will have to take 
a very large number of unpopular 
decisions whose effects will be felt over 
a period of time more than is now 
felt between elections. I am sorry tha? 
the answer had to be greatly compres¬ 
sed because of the shortage of time, 
but if you like I will come and deliver 
a lecture on this. 

Arunachalam: Mr Subramaniam 
Swamy? 

Swamy: First of all, 1 am sorry I 
thought Mr Nehru was the father of 
something which he was not, but in 
any case, I think the question is impor¬ 
tant and I would like to give an ans¬ 
wer of my own. But before I do that, 
1 would like to controvert or challenge 
what Mr Nehru has said. First of all, 
in the present system there is no bar 
to the Prime Minister choosing persons 
of talent. And it is unfortunate, that 
barring one or two Prime Ministers, 
the general experience of the last 30 
years has been that Prime Ministers 
have preferred incompetent people to 
competent men, and I think an incom¬ 
petent President of India would do the 
same—I see no fundamental change 
would take place on that account. The 
second thing is that a vote of confi¬ 
dence would not be necessary in a pre¬ 
sidential system and, therefore, you 
won’t have to please the Members of 
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Parliament and cajole them and so on, 
to keep them in good humour. But 1 
think the United States pattern is an 
example which all of you would know 
and, certainly, Mr Nehru knows very 
well. To get a legislation through in a 
democratic presidential system also you 
require to please and cajole Members 
of Parliament or Senators, or whatever 
they are called. I think that process 
will have to be there i nicss Mr Nehru 
is thinking of a presidential system of 
the Ugandan pattern under Idi Amin 
where the President is not only the 
President, but the Commander-in-Chief 
of the Forces, the Chief Justice of the 
Supreme Court and the Fire Brigade 
Chief as well. In that situation it is 
possible to have speedy execution of 
whatever comes into the head of the 
President. 

, 1 would say that the question of our 
system that we should to really consider 
in an international compari.son. 1 
do not know of any system except the 
f democratic system which has grown 
Lfast. I have made very detailed com- 
fejparison of the growth of China and 
India, and China had a totalitarian 
system -still docs - and although the 
Americans gave it a big build up at 
one stage, I would say on the basis of 
aggregate data that their performance 
is not better than ours. In some areas 
we arc much better off than them and 
there are some areas they arc better off 
than us; but on the average, their per¬ 
formance is about the same. On the 
J|bntrary, some of the democratic 
^societies have grown very fast. I am 
not taking up those societies which 
have been, shall 1 say, working as sub- 
colonial systems, but the independent 
democratic systems that have grown 
very fast. And J think what we in this 
country need is a genuine competitive 
market system. If we have a genuine 
competitive market system—I am not 
talking of laissez-faire because that is 
like asking for germ free society—that 
is not possible, but a genuine competi¬ 
tive system where the Government 
plays the role of an impartial referee 
or umpire, that system was best suited 


to the genius of India and that is the 
system which produced growth and, as 
Mr Arunachalam said our propensity to 
put a foot on the brake and the 
accelerator at the same time (and at 
mouth also)—this is precisely what is 
responsible for the slow growth. If we 
were to adjust our regulations to the 
potential that we Iiave acquired now, 
very fast growth is possible in this 
country. 

Arunachalam \ Could we go on to 
the next question? Could we go right? 
There is a general complaint parti¬ 
cularly in this hall that we are tending 
too much towards the left. 

M. J, Akbar: Mr Nehru made a 
statement which almost acquired the 
proportion of a cliche now, and that is 
the interference of politicians into the 
administration. Arc we to infer that 
you think that the civil servant is more 
responsible, more honest and is more 
interested in the growth of the nation 
than the politician? 

Nehru: Number one, I think the 
question is very unfairly put. The 
civil servant is a professional. He is 
given a task to perform. He is given 
the laws, he is given the rules, he is 
given the regulations and told to obey 
those laws, rules and regulations, and 
being a professional that being his duty 
he obeys them and, therefore, whatever 
is the intention of the Government, is 
carried out. Now, what happens when 
the politician begins to interfere in the 
administration is that he is not intere.s- 
ted in the laws, rules and the regula¬ 
tions. He is interested in his own 
self-interest, he is interested in his own 
next election. And, therefore, he will 
bend the rules, he will circum¬ 
vent the rules, he will break the 
rules and he will .so arrange the affairs 
by getting the civil servant transferred, 
by getting him suspended, by getting 
action taken against him—that the 
rules will never be obeyed, the rule of 
law in this country has disappeared be¬ 
cause the politician has not allowed it 
and, I am talking specifically of the 
MLAs rather than the MPs because 
friends like Dr. Subramaniam Swamy 


are sitting on top of a camel—a very t 
high position -but the man who is J 
interfering is the local MLA. He has t 
today become the ruler of the district. J 
He orders the administrator around J 
and, therefore, none of your laws, J 
whether it be the land ceiling law, J 
whether it bd the criminal law - -what has J 
happened in Bhagalpur?- you analyse f 
that situation—what has happened T 
there? No law is being obser- ^ 
vcd. Why? Because the law breaker J 
has the protection of the politician. He t 
docs not have the protection of the T 
civil .servant. t 

Akbar: Why does it need the change f 
of the system? Why cannot the Prime f 
Minister ask Mr Jagannalh Mi.shra to T 

go? t 

Nehru: The Prime Minister did not j 
put Jagannath Mishra there. lagan- J 
nath Mishra is responsible to his own J 
legislature. What you are saying is J 
that the Prime Minister should be a ^ 
dictator. 1 don't accept that. Let me J 
give you an example, 1 won't mention J 
any name, what is happening today, J 
there is a State where the Chief Minis- J 
ter is not allowing the MLA’s to inter- ^ 
fere with the administration. And w^hat J 
is happening? We are now getting com- J 
plaints from the MLA's— Sab^ ye to .1 
hamari constituency ke live kooch nchi 1 
karta. What does that mean? It I 
means that he docs not help me, he f 
does not help my friends, he docs not f 
help my relative, how am I going to get J 
elected unless 1 can u.se the Governmen- i 
tal apparatus to get all the wrong things J 
done? That is the point. I’hc .second f 
point is: how do the Chief Mini.stcrs i 
remain in power today? By making (50 I 
out of 100 odd people Ministers. 1 

Akbar: That is Mr Anjiah's doing, j . 

Nehru: Well, you take any of your I 
Governments. Take the number of X 
people who are Ministers. Then, take X 
t^ 4 e people who are made chairmen of X 
the coiporations, chairmen of public ♦ 
sector industries which they muck up X 
completely. Why? Because the Chief ^ 
Minister has to say, **please keep me in % 
power, what do you want? Do you ^ 
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; want this? I will give it to you.'’ How 
can you run (such) a system? 

Akhar: Actually, you arc now 
challenging. 

Anitmchalani: At this stage I am 
going to say ihat we get on to (he next 
question. Mr Chatterjee, 

S\vamy\ At some state I would like 
to defend the politicians. 

B. A'. Cliailcrjcc: One question is 
continuation, if you will permit me. 
There is another angle to this question. 
And this is: Is it that the presidential 
form of Government provides for also 
the appointment of the judiciary at the 
highest level by the President, which is 
not directly (he case when the parlia¬ 
mentary system is there? This is a 
point which I would like to be com¬ 
mented upon by any of the eminent 
persons here. 

A khan We will get Dr Swamy to do 
that and in the process itself to defend 
the politicians, 

Swamy: I think, Mr Chairman, I 
would like to say that defending politi¬ 
cians is a very important part of 
today's discussions because as Mr 
Kanoria said, if India has everything 
available, why is it not growing? 
So, somewhere the politician's role 
has to come into the picture. In any 
case, 1 would like to .say that there is a 
false impression that the presidential 
system in a democratic country has 
much greater scope in the selection of 
talent in sight. In fact, the American 
.sy.stcm has so many checks and balan¬ 
ces that if they were brought to this 
country wc W'oukl have a completely 
dilVerent situation. In fact, the cons¬ 
traint would be larger. For example 
in the selection of a Minister in the 
United States the President can name 
him. But the confirmation of the man 
X as a Minister has to be made after 
X cross-examination by the Senate which 
looks into everything of his background 
—his political background, his tax 
X background, sexual background-— 
X everything W'ill be looked into. And if 
X they are sati.sficd, then only can he be 
X appointed as a Minister, or confirmed 
X as a Minister. 


The same goes for the selection of 
judges. The judges are named by the 
President, but the Senate has to con¬ 
firm them and, there have been cases 
where the President has named some¬ 
body and after examination they found 
that he had done some herapheri, 
and his name had to be dropped. Now, 
in the Indian system if we were to have 
that kind of cross-examination, I would 
say most of our Ministers would fail 
that examination. And it will be very 
diHicull for the Prime Minister to 
appoint the kind of Mini.stcrs that arc 
being appointed, and the constraints 
would be more, not less, in the kind of 
presidential system that they have in 
the United States. So, when wc talk 
of a presid ntial sy.stcm, let us be very 
clear. That is why I have brought in 
Idi Amin—because what is the Presi¬ 
dential system that wc arc thinking? 1 
w'ould say one thing about the politi¬ 
cians—I think this country has greatly 
suffered during the last 30 years be¬ 
cause wc gave up one of the most im¬ 
portant things that Mahatma Gandhi 
did during the freedom struggle. And 
Ihat is to encourage very talented 
people to come into politics. Mahatma 
Gandhi did it systematically. As a 
consequence, at the end of the freedom 
struggle w'c had many giants in the 
field. Unfortunately, after the indepen¬ 
dence the old British culture of look¬ 
ing down on politics returned and as a 
consequence politics has been starved of 
talent. It has been a sy.stcmatic pro¬ 
cess and administration, on the 
contrary, has received the best talents. 
Now, when a man of the quality of 
Mr B.K. Nehru or L.K. Jha, confronts 
a Minister of the type that has emerged 
during the last 30 years, it is clear that 
in a clash of brain.s they are going to 
have the upper hand. I am talking of 
all politicians. I can say that I probably 
will be equal to them, but in a general 
clash it is the bureaucrats who have the 
upper hand. 

Now, I would disagree with Mr 
Nehru when he says that a politician 
is thinking of his re-clecfion and his 
selfish interest. Well, a bad politician 


does do that. But so does a bad ad¬ 
ministrator. When my party was in ' 
power 1 met a large number of bureau¬ 
crats, not all of them but a large num¬ 
ber of bureaucrats, who were thinking 
not of their next re-election, but of 
their next promotion, and how to get 
it out of turn, and how' to get close to 
a politician, so that he is promoted 
and, then, not standing up to the poli¬ 
tician and telling him that he is doing 
something wrong, it is against the rules. 
This is a general character problem and 
it has got nothing to do with politician 
and administrator. I would say that this 
society should choose, now that we 
have everything, we have leadership in 
all sectors, except where it is most 
necessary, that is, in politics, and that 
leadership can only come about if 
social process is created, that the best 
talent must go into politics first, and 
then, the rest can go into other fields. 
Unfortunately, wc have the exact oppo¬ 
site today, the best talent go into every¬ 
thing else and if you are good for noth- 
ing, then you arc encouraged to go in¬ 
to politics. That is the root cause of 
today's situation. 

Arunarhalam: Actually, in the pro¬ 
cess you have not answered MrChattcr- 
jee's question on appointment of 
judges. Well, that docs not matter. 

Swamy: J think I have unless he is 
not satisfied. 

S.S. Pruthy: I should like to ad¬ 
dress my question to Dr Patel. Never 
mind the kind of politicians or politics 
has in any given country at any 
given point of time, it is all 
too well known that it is the bureau¬ 
cracy tliat really governs any State. As 
the head of the Central Bank in this 
country and the kind of environment 
in which we are living today, and you 
know what I am trying to get at, how 
docs a bureaucrat/technocrat feel when 
working in a situation like this and how 
does he cope with the task which is not 
only intellectually demanding but 
which has several extra-constitutional 
satellites to it? 

IG. Patel: Mr Chairman, I always ' 
used to think that the best policy is 
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that when you are amongst bureaucrats 
say that you are an economist and when 
you are amongst economists say that 
you are an administrator. But Mr 
Pruthy gives me no choice—he strokes 
technocrat administrator. If I may go 
back, I think probably the best system 
would be if you have a bureaucracy 
of the democratic parliamentary system 
and an executive of the presidential sys¬ 
tem because unfortunately with the 
presidential system you get a bureau¬ 
cracy which is not permanent, not 
stable but keeps moving, I do now 
know, I think again, I am inclined to 
agree with Dr Swamy, it’s all a matter 
of character. It is very easy to say that 
what can 1 do, the environment is such 
and such, I cannot survive unless T bend 
and 1 mean if i do that, then we bend 
and we bend and we bend till we bow 
like my touching the ground with the 
forehead to the ground. I do not think 
that is necessary. 1 don’t think that 
there are only a few people, Dr Swamy 
said he know many, he did not say all. 
Amongst politicians also it is the same. 
The politicians also have to stand up 
to other politicians. It is not only that 
others have to stand up to politicians. 
So 1 think it is a question really of ulti¬ 
mately, 1 would say, one of social moral 
values and as T said this morning, 
whether bureaucrat or an administrator 
or politicians or a businessman, wc all 
come from the same class, we like to 
have polite jokes at each other and we 
laugh at it in a sort of chamber socia- 
k list manner. But basically, we all have 
the same class prejudices and class biases. 
Whether one brother is a politician and 
other is an industrialist and third is a 
bureaucrat, I do not think it takes very 
much of a diflFerence except in the sense 
that by accident some people have a 
little more character and courage and 
others have a little less. 

Pruthy: May 1 just take this one 
more step again with Dr Patel? You 
very persuasively and very rightly argu¬ 
ed in your presentation a couple of 
months ago in Bombay, the need for 
productivity and hnancial prudence. 
Now, if I were to take you back and it 


does not really need sombody like your¬ 
self to be reminded of economic history 
in 1951, we set out the following objec¬ 
tives: elimination of poverty and the 
Planning Commission tells us 48 per 
cent are below the poverty line thirty 
years later; elimination of unemploy¬ 
ment—3 million unemployed in 1931, 
25 million unemployed in 1979; reduc¬ 
tion in the disparities of income —you 
look at various States, Bihar and Pun¬ 
jab as two extremes, same situation in 
1970, same situation in 1980. Almost 
all programmes designed to seek to 
ameliorate the condition of the masses 
arc cither non-starters or infructuous. I 
am wondering—we used to be told that 
economic growth and accelerated 
growth was a function of saving, invest¬ 
ments, capital and what have you. 
Savings and investments today are 
almost at a dream level, which is not 
really consistent with the situation of 
a developing society. It is almost at par 
with the stale of affairs of a developed 
society, and yet something is missing, 
our per capita income is growing at the 
rate of 1.5 per cent or 1.6 per cent 
which means 45/46 years to double it 
as against our plans to do it in 23, 24 
or 25. Could it be that economic 
growth is not necessarily a function of 
savings and investment but it requires 
a great many more things? If so, what 
is missing in the Indian scenario which 
you think is likely to be fulfilled for 
the Sixth Plan? 

Patel: Let me take a contrary view 
to what was said at the outset that if 
wc in India have all the advantages, 
why are we not progressing as fast as 
many other countries arc. I think we 
forget that we have many disadvan¬ 
tages. We like to think of the fact that 
wc arc a big country, wc have a big 
size, one market, it is a great advantage, 
that wc have great resources. I do not, 
know that wc have great resources per 
capita. I do now know that wc have 
as much resources as, let us say, 
Malayasia has, forget about United 
States or any other country and I 
think to some extent the one step for¬ 
ward or half a step backward, the 


checks and balances, sometimes nod- ^ 

ding towards the right, sometimes nod- I 

ding towards the left, is probably an J 

essential thing if this assures the ; 

country with its extreme diversity, not J 

merely religious and cultural diversity ;; 

but diversity in terms of the levels of ;; 

of civilisation we have. You look at ; | 

Bhagalpur and when we talk about 

polite society you know that a deep J; 

gulf exists. But they are all part of ;; 

India and I think in a situation of 

this kind, where you are at the same J; 

time trying to maintain relatively j | 

civilised political system-and I think J; 

we have maintained it through all the ; | 

ups and downs—then I think something ;; 

has to give way. Why are we asking ;; 

for anything? I think it is possible that ;; 

in our desire to combine a certain ;; 

degree of independence around the ;; 

world, a certain degree, shall I say, ;; 

of (olerance of which 1 think certainly j; 

we arc capable, I think wc can be ;; 

proud of that compared to any part ;; 

of the world that I know of. If in the ' • 

* * 

process of give-and-take, checks and 
balances, sometimes nodding here, 
sometimes nodding there, something < * 
has to give way- I mean we should not ; " 
underestimate that we have to pay a ^ ► 
price for other values also. This is not ^ ^ 
to say that I think that the economic ' ► 
performance is satisfactory and cannot * ► 
be improved. I think it has been well j 
said by a number of people, it has been | 
hinted at, I think the moderator, if I ^ 
may so, even hinted at it right at the ▼ 
outset, that there are many things ♦ 
done in the name of socialism which do t 
not serve any social purpose. It only J 
serves some kind of cUindeslinc purpose t 
of bureaucrats and politicians and in- j 
dustrialists but nothing worthwhile « 
for the poor of the society as a whole, 1 
and I think certainly wc can get rid of \ 
a lot of that kind of regulations and in 1 
the process liberate more forces for 4 
accelerated growth although I would 
say that that won’t be the only thing 
that would be necessary as far as your 
50 per cent of the people living below - 
the poverty line is concerned. Some¬ 
thing more will have to be done for ; 





them. Jt will not be a mere trickle— 
down from the growth, it will take place 
by liberalising the economy, it will 
have to be something more direct, it 
will have to be done for the poor and 
the direction can take many forms. 
So I am not oppressed by the sense of 
failure because the nation's success 
has to be Judged on many fronts and 
at the same time I am certainly not 
saying that there will be room for com¬ 
placency. If removal of controls is so 
obvious you think—that all of us agree 
—then why are they not being removed? 

Akbar: Mr Jha, actually I keep hear¬ 
ing all the time—I am a layman but [ 
keep hearing this all the time—that 
something should be done, some¬ 
thing should be done, something should 
be done. You I\avc written a book on 
the economic strategy for the eighties. 
What exactly should be done to create 
purchasing power for the people who 
live below the poverty line and what 
can you suggest right now to the Go¬ 
vernment of India? 

L.A'. Jha: Well, 1 think coming in for 
the first time in this discussion, many 
disconnected thoughts have been 
wandering through my mind and I 
think J must get them out of my head 
before I come to your very specific, 
clear and pointed question. The first 
thought which comes to my mind is 
that in law, maternity is a fact, 
paternity is a presumption. Secondly, 
the very fact that so much time was 
spent on the political system when dis¬ 
cussing the question of growth, and 
even the last question addressed to Dr 
I. G. Patel was, if savings and capital 
are not enough, what is that something 
else, suggest that there is something in 
, the political system which is not right. 
And the best symptom of that is, that 
when a politician wants to abuse an¬ 
other in the foulest terms, he says that 
what you are doing is politically moti¬ 
vated. Now that is the very clear 
indication of how politicians as a 
class evaluate themselves and their 
I motivations. Point three—we shall fall 
into a very dangerous trap if we think 
that the answer lies in choosing one 


system in preference to another, British 
or American, Presidential or Prime 
Ministerial. The important thing is to 
have a system which suits the genius of 
our people. I do agree very much 
that the capital-savings syndrome had 
ceased to be of important significance 
today. This does not mean that it was 
not so when we began. But in this 
decade domestic investments had not 
even caught up with savings. So there 
is something wrong somewhere. The 
fact that with a rate of savings double 
of what it used to be, your growth rate 
is same or less, shows you that there is 
something wrong somewhere and this 
to my mind essentially is a human fac¬ 
tor problem. Our human resources 
arc there but not utilised, they are not 
machines into gear, they are not being 
made use of in a manner that they can 
be most productive and this you do by 
focusing or zeroing-in on only one 
sector—bureaucracy, politician or dis¬ 
trict administrator or expert. It is a 
question of a system and that systema¬ 
tic linkage is lacking. 

Now, in terms of your very specific 
question what we can do raise the level 
of employment in order to make the 
so much of manpower which goes to 
waste and that loss can never be re¬ 
couped by people remaining idle; how 
to make use of that, and you have 
linked that very rightly, by giving them 
purchasing power. We need a 
plethora of the kind of goods which 
people who just get a job would want 
to buy. Now you create the plethora 
and the job simultaneously, one cannot 
remain without the other. You create 
jobs first, then you will have a situation 
in which supplies will not be there, 
prices will go up, there will be a cry, 
cut down deficit financing, cut down 
this, cut down that, cut down invest¬ 
ment and you are back. Or, if you 
create a plethora first and do not create 
the jobs, then again the goods are un¬ 
sold and you go into recession and you 
will be getting a setback. Therefore, 
the problem has been of getting the two 
things together simultaneously. Now, 
the day we really turned the corner in 


agriculture was the day we decided to J 
give a support price to the farmer for ;; 
wheat and rice. Now, that was the ; ^ 
basic change in the earlier indoctrina- ’; 
tion and thinking that keep the price ]; 
down for anti-inflationary reasons. ;; 

i « 

Now, 1 think philosophy and princi- ;; 
pie can be extended over a very wide ;; 
field. You have a surplus and you j; 
create jobs enough to absorb the sur- ; ^ 
plus. But since to create the surplus ; ^ 
you will need a price policy which is 
remunerative to the producer, to the -; 
investors, to the worker, to the raw y 
material supplier, therefore the price 
policy which is necessary for, surplus ' 
may well be higher than the price 
which has been considered as desirable 
today. So your job creation policy 
will have to provide and in some level < ► 
be appropriate to take this. And if you 
got that kind of a cycle going it ^ 
can be an engine of growth and can • ► 
give you a very wide range of options < ► 
in economic planning and development. 4 


Akbar. Dr Patel, may 1 ask you a ^ 
specific question. You did mention a ^ 
phrase ‘political interference’. Do you 4 
face political interference in your job? 1 

Patel: I would say, even though it I 
might lead to some misunderstanding, I 
1 think the politicians are as right as the I 
businessnan or the man in the street I 
to approach, say, myself. I take no I 
umbrage at Subramaniam Swamy or 7 
anybody, saying to me, please look into 7 
this beacause 1 think just because they I 
are politicians or people in power, or 7 
because they are rich, they are not deni- f 
ed the right of access to you. Provided, j 
of course, he also follows the policy ? 
that other people also have a right of i 
access to you. Having done that the T 
ball is in your court. You should have f 
the courage to say, I have looked into ▼ 
it, nothing can be done. And if there t 
are consequences you should face i 
them. For that you cannot hold any- ▼ 
body else responsible. ^ 

Akbar: And you have done that? | 

Patel: Yes. 
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intted should be of such dimensious as to 
^ture that, if we take eare of growth, 
ribution will take care of itself. In a 
nation where funds arc scarce, the pro- 
sition that growth and distributive 
tice must be balanced can be a tricky 
.e. 

When there is not enough to go around, 
first to he denied franco are welfare 
^grammes. But whether such denial is 
$trimental to the interests of the poor 
a moot question. In the short-run, 
rhaps, yes. Tn the longer run, however. 
,^jre is no substitute for creating enough 
1 productive capacity in the economy so 
; Ibat growth can be self-generating. Lowc- 
: lad targets of the minimum needs pro- 
; fitamme must be viewed in this perspec- 
;tive. 

4 At the same time, certain components 
lof the programme contribute more dircc- 
; tly than others to the growth process, c.g. 

" The construction of rural roads and rural 

* electrification which yield a much quic- 

* ker return on investment than education 
;iuid health. 

* It now remains to be seen whether the 
' change in sectoral allocations will yield 
; tihe desired results or not. One hopes it 
' will because the long-run costs of persis- 
|tcnt poverty are for greater than the 
' ihort-term benifits that accrue from starv- 
; ing the minimum needs programme. 


Remembering 
iK. Santhanam 


Prof. K. R. Srinivasa lyongar 


iir] 


WAS an apt name his parents chose 
him. If the word “Santhanam” can 
jcfvoke in thinking minds the sense of wide- 
liianging extension as also of triumphant 
jeontinuity, of the stern joy of work as 
j^cllasthe feeling of fullilmcnt in un- 
; elfish service, then the late K. Santha- 
! ]^am was verily an integral constituent of 
^ latter-day Bharat’s pride of health and 
3 gold credit reserve. Although, at the 
I time of his passing a year ago, he was 
\ l^ost 85, it was a young age for him, 
ifor this scholar and thinker and man-of- 
^tters, this lawyer and patriot and 
^tyagrahi, this keen-eyed among the 
Ibunding fathers of the New India, this 
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arc of efllciency in administration, this 
eider statesman uttering grave warnings 
from time to time, this lone sentinel, 
this knight-errant of civil liberties, this 
spark, this wide-awake residuary moral 
and political conscience in our midst, was 
also alert till the last flicker of light in 
him, and Bharat still needed men like 
him more than ever before. 

In his middle twenties, Santhanam 
heroically and uncalculatingly pitched 
his wagon to the Gandhian Pole Star, 
which also meant a certain adhesion to 
the personality and programmes of Rajaji. 
A significant cancatenation these; Gandhij 
Rajaji, Santhanam; and there were occa¬ 
sions when theMahayana doctrine of inter¬ 
penetration seemed to be exemplified in 
their complex trinitarian relationships. 
There was even a substantial similarity 
in difference in their physiognomy, their 
calligraphy, their undulating careers, their 
discipline of thought, speech and action, 
and their marvellous capacity for silent, 
resolute, sterling self-sacrifice. 

Stickler for Detail 

1 once saw him, in the last phase of 
his extraordinary ministry of national 
service, poring over heavy tomes, official 
reports and Parliamentary proceedings. 
“Does editorship of a weekly paper 
involve all this labour?” I asked inno¬ 
cently. He answered, “You see, 1 cannot 
do things in a haphazard, half-headed 
way. I believe, like the stalwarts of ok!, 
in the importance of being earnest”. No 
wonder such easy crystalline diamond- 
edged writing that flowed from his pen 
over the pages of Swarajya always in¬ 
volved so much hard and heavy reading 
and digesting earlier. 

His part in the Heroic Age of the 20’s, 
30’s and 40*s, when it was glorious indeed 
to be alive and young, and to belong to 
the ranks of the Gandhian freedom- 
fighters; his comradeship-in-arms with the 
Yudhishtiras, Bhimas, Arjunas, Dhrishtad- 
yumnas and Abhimanyus of bis time; his 
incarceration in 1923 in a solitary cell in 
the Nabha State tied back to back with 
young Jawaharlal; and, after indepen¬ 
dence, his courageous attempts to lay 
down a code of conduct for persons in 
power and authority or positions of trust, 
and to identify and cauterise the fester- 
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ing sources of corruption in our polities 
and administration. ..all this is part of 
recent Indian history. But, what was a 
shining mark of his excellence as a man 
and as a trustee of the nation’s moral 
and political conscience was the readiness 
and courage with which, in his last years, 
he thought with incisive clarity and spoke 
out in unfaltering accents, unmindful of 
possible consequences. 

Bleak Hour 

When the Emergency was declared, he 
addressed on July 3, 1975, a personal 
appeal to the editors, exhorting them 
not to lose heart, but to rally to the call 
of duty in that bleak hour.... Presently, 
he undertook a fast (in his 80th year!) as 
a ‘penance’. 

“As a member of the Constituent 
As.sembly, 1 did hot realise fully the 
possibilities of misuse of the articles of 
Emergency chapter of the Constitution 
and the consequent danger to Indian 
democracy”. 

On July 18, 1976, he openly questioned 
the right of a Parliament that had out¬ 
lived its natural life and lived on under 
Emergency provisions, to amend the 
Constitution. In his letter to Justice 
V.M. Tarkunde, he declared on December 
8, 1976; “By converting fear and co¬ 
ercion into major instruments of politics, 
the moral fibre of our nation has been 
gravely undermined”. On the eve of the 
1977 elections, he maintained that citi¬ 
zenship, civil liberties, the Rule of Law, 
democracy and a free press formed a 
single chain in which each link was as 
important as the others. 

During the Janata rule, again, 
Santhanam’s was the same x-raying mind 
that was infallibly used to tell the truth 
and the whole truth and no more than 
the truth. He advocated an effective 
check on company donations and other 
benefactions in any forms what so ever, 
were likely to corrupt the electoral, and 
hence the political, system itself. He 
pleaded for the firm acceptance and 
implementation of these national priori¬ 
ties: (1) Control of prices and inflation; 
(ii) industrial peace; (iii) working maxi¬ 
mum production in the farms and fac¬ 
tories. .. . 

And, above all, he fervently asked for 
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the universal assimilation and observance 
of the ‘democratic temper’, which he 
isuccinctly defined as ‘'freedom from 
fhatred and bitterness, toleration of diffe¬ 
rences, and general good-will”. These 
are the proper priorities still, and these 
are the needed elixirs in our individual 
and collective life. Let us, therefore, 
remember with affection, admiration and 
gratitude, the phenomenal services of this 
good and great and far-seeing man. 


-Railway Budget: 
Impact on W. Bengal 


The Government of West Bengal and 
the business organisations in the State 
have expressed concern at the steep in¬ 
crease in the freight rates and fares under 
the railway budget for 1981-82. Although 
their impact would be felt all over the 
country, it would be more severe on the 
gonomy of West Bengal since this State 
ends heavily on imports from other 
fU of India for its requirements of 
most of the essential commodities. West 
Bengal, moreover, has a greater concen¬ 
tration of sick and closed units and their 
revival and reopening would now become 
more difficult. 

The railway budget also contains 
certain features which arc favourable for 
West Bengal. Mr Kedar Pandey disclosed 
that, with the higher outlay of Rs 27 
crores in the current year, the progress of 
^wqik on the metro-railway project in 
^i|wcuUa bad been speeded up and that 
tunnelling operations had begun in Octo¬ 
ber, 1980. The Minister expressed satis¬ 
faction with the progress being made in 
implementing this project. But, consider¬ 
ing the severe hardship caused to citizens 
by the extensive digging operations and 
its crucial role in relieving the acute 
traffic congestion, the Railway Ministry 
should see to it that this scheme is exe¬ 
cuted with a greater sense of urgency and 
seriousness. 

The budget luis raised the concession 
^ 4,0 students of Calcutta from 33l per 
cent to 50 per cent on the normal month¬ 
ly season ticket fares. The six per cent 
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concession in freight on all goods traffic 
booked via Howrah to and from stations 
in Assam and other north eastern States, 
the construction of new rail links as well 
as some of the conversion projects should 
also help to improve the economy of this 
region. 

The large provision in the outlay for 
the railways under the Sixth Five-year 
Plan, amounting to Rs 5100 crores, 
should be of considerable interest to the 
engineering industries in West Bengal. 
Mr Pandey revealed that this plan envi¬ 
saged the acquisition of one lakh wagons 
in terms of four-whcelcrs, 5680 coaches, 
390 electrical multiple units, 780 diesel/ 
electrical locomotives, electrification of 
2800 km of track, opening of about 1800 
more route kilometres of new lines, and 
conversion of 935 km from metregauge 
to broadgauge. The Ministry should 
ensure that, in implementing this pro¬ 
gramme, more orders arc placed on West 
Bengal where most industries have been 
operating with substantial unutilised 
capacity. The wagon manufacturing in¬ 
dustries, and the numerous small-scale 
industries which depend on it, should be 
able to derive substantial benefit from 
the plan. The Ministry should also see to 
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it that the prices paid for the wagons and 
various items of stores are remunerative 
to the producers and that the payments 
are made with minimum delay. 

To what extent the railway budget will 
have a salutary effect on the economy of 
West Bengal and the other States of the 
eastern region will depend largely on the 
improvement in the availability of power. 
Mr Pandey revealed that the power cuts 
in the eastern region were largely respon¬ 
sible for the poor performance of the 
railways. Me said that the power short¬ 
age resulted in a fall in productivity in 
the marshalling yards and workshops, 
less production of steel and consequent 
reduced intake of law materials by the 
steel plants, and less production of 
cement. The State Governments therefore 
should give greater attention to tackle the 
power problem. The Railway Ministry 
should also play its part in augmenting 


the supply of power by facilitating the 
movement of coal. Mr Pandey spoke ^ 
about the several “managerial innova¬ 
tions” which have been recently intro¬ 
duced to improve the performance of the ■ 
railways especially in regard to the turn- 
round of wagons. It remains to be seen . 
as to what extent these changes will v 
actually help to tone up the efficiency ; 
of rail transport which plays such a vital 
role in infrastructure. 


Assault on Education 

J 


A LIVELY controversy has been going on > 
in Calcutta in recent weeks over the edu¬ 
cational policy of the Government of 
West Bengal. The decision to abolish the , 
teaching of Fnglish in the primary section 
has been strongly criticised by many in¬ 
tellectuals as well as by some other sec¬ 
tions of public opinion. The Govern¬ 
ment has justified this step on the ground 
that it will encourage the study of the 
mother tongue and reduce the burden on - 
children in learning two languages—Eng¬ 
lish and Bengali—at the primary level. 
Leaders of the J^eft Front have pointed 
out that in many other States in India and 
in most foreign countries, education at 
the primary stage is imparted through the 
mother tongue and that, in adopting the 
new policy. West Bengal is not introduc¬ 
ing any radical or harmful reform. 

But the critics argue that the abolition 
of English in the primary section will 
weaken the pupils' command over this 
language and will .severely handicap them 
in their later studies and also while ap¬ 
pearing in competitive examinations. They , 
say that compulsory teaching of English 
at the secondary level would not be suffi¬ 
cient to enable the students to acquire 
adequate proficiency in this language 
which is gaining in importance both in 
India and abroad. But the Government 
remains unconvinced and is unlikely to 
revoke its decision. In defence of its 
policy, it has quoted the opinion of 
Rabindranath Tagore who held the view 
that the mother tongue was the most suit¬ 
able medium of education. 

There is no doubt, however, that the 
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move to abolish English at the primary 
stage will adversely aiTect the educational 
and employment prospects of students. 
In the past, Bengalis were able to dis¬ 
tinguish themselves in many fields mainly 
because of their proficiency in English. 
This also enabled them to migrate to 
other parts of India as well as abroad in 
search of jobs. But if Bengali is to be 
the medium of instruction and its use is 
to be actively encouraged at all levels of 
administration, students will get fewer 
opportunities to utilise their knowledge of 
English and, consequently, their capacity 
to wield it effectively will decline. 

Multiplicity of Languages 

Jt is, of course, true that students can 
learn their subjects easily if taught in 
their mother tongue. But unfortunately 
all Indians do not have the same mother 
tongue. India is a land of mother tongues. 
Apart from the 14 major languages, there 
! are hundreds of minor ones. How then 
is it possible to provide all citizens with 
facilities to leam through their mother 
tongue ? In West Bengal there are seve¬ 
ral lakhs of people whose mother tongue 
is not Bengali. So, under the new policy, 
their children will have to learn the sub¬ 
jects in a language which is not their 
mother tongue. 

The objective of a sound education po¬ 
licy should be not merely to facilitate the 
learning of subjects but also to equip the 
students adequately to get themselves de¬ 
cently employed. Competition for jobs 
, is becoming increasingly fierce all over the 
world, in this situation, students who 
arc proficient only in their mother tongue 
wiil have fewer prospects of gainful em- 
, ployment as compared to those who have 
achieved excellence in an international 
language like English. Employers in India 
in the public sector and in the private 
sector are always looking for competent 
young men who can express themselves 
clearly and fluently in languages which 
I are widely understood in India and ab¬ 
road. Therefore, to lower the status of 
English and give undue prominence to 
, the mother tongue on sentimental grounds 
will prove disastrous to the present and 
the future generations. 

Apart from the issue of language, some 


other aspects of the Government's policy 
have also been causing concern. The 
dissolution of the statutory bodies of 
Universities, the suppression of the elect¬ 
ed bodies of colleges, the growing depen¬ 
dence of school managements on Govern¬ 
ment grants, and the increasing control 
exercised by the Marxists over educational 
institutions are being viewed with anxiety 
by large sections of public opinion. The 
fact that such reputed scholars and in¬ 
tellectuals as Mr Nihar Ranjan Roy, Dr 
R.K. Das Gupta, Mr Pratul Chandra 
Gupta, Mr Sankar Prasad Mitra, former 
Chief Justice of West Bengal, and several 
others had to stage demonstrations in the 
streets gives an idea of the nature and ex¬ 
tent of the opposition. Some of them even 
courted arrest. But no one, either in the 
Government or outside, seems to have 
clear ideas as to how to arrest the alarm¬ 
ing fall in the standards of education. 


PPCL’s Progress 


Thi. Pyriils, Phosphates and Chemicals 
Limited (PPCL)—a public sector under¬ 
taking of the Central Government—has 
started showing significant profit since 
1977-78 even though the main purpose 
for which it was .set up, namely, to 
establish an indigenous source for the 
manufacture of sulphuric acid, has not 
been served to any substantial degree as 
yet. The tempo of activity in the orga¬ 
nisation has gone up as a sequel to it 
innovating to utilise its mined products 
on a signi Scant scale for soil amendment 
and reclamation of alkali lands. During 
the past two years, of course, the progress 
towards the primary objective of produc¬ 
ing acid grade pyrites on commercial 
scale also has picked up. 

Consequently, the sales realisations of 
the undertaking have increased from just 
Rs 1.63 Ciorcs in 1977-78 to an estimated 
level of Rs 6.5 crores during the current 
financial year, leading to the percentage 
of gross profit to investment going up 
from 3.81 to about 9.61. The gross pro¬ 
fit, before providing for interest, went up 
from Rs 46.69 lakhs in 1977-78 to Rs 65.63 
lakhs in 1978-79 and Rs 88.83 lakhs in 


1979-80. This year it is expected to be 
of the order of Rs 114.96 lakhs. The net 
profit after interest payment last year < 
amounted to Rs 33.96 lakhs, which 
helped in bringing down the accumulated 
loss since inception to Rs 16.04 lakhs. 
This year it should show some rise as the 
interest liability has gene down substan¬ 
tially and the sale of acid grade pyrites 
to the Sindri fertiliser project at adminis¬ 
tered prices now provides for some profit 
as against it being at cost price up to 
mid-1979, till then commercial produc¬ 
tion had not been taken up. The gross 
profit before interest payment is targetted" 
to be raised to Rs 130.07 lakhs next when 
the output of acid grade pyrites is envi- 
sag.:d to be raised to 75,000 tonnes from 
about 50,000 tonnes this year, of agri¬ 
cultural grade pyrites to 50,000 tonnes 
from 30,000 tonnes and of Mussoorie 
Phos, to 75,000 tonnes from 60,000 
tonnes. This will raise the sales reali¬ 
sations to Rs 8.19 crores. The gross 
profit ratio to investment will go up to 
10.19 per cent. 

While the acid grade pyrites from 
Amjhore mines in Bihar arc being sup¬ 
plied to Sindri, the lower grade pyrites 
from here arc being made available to 
farmers for soil amendment in Uttar 
Pradesh and Bihar. The Saladipura 
pyrites (Rajasthan), which are also of 
low grade with sulphur content ranging 
up to only 25 per cent, are yet to be 
commercially exploited. But tests are 
stated to have revealed that they can be 
beneficiated to produce concentrates 
suitable for the production of sulphuric 
acid. Mussoorie Phos, is being marketed 
for direct application as a source of PjOg. 
in acid soils in east UP, Bihar and the 
other Eastern States. 

Future Plans 

The undertaking has plans to set up a 
50,000 tonnes PiOg plant based on the 
Saladipura pyrites which will cost about 
Rs 50 crores. After this unit works suc¬ 
cessfully on beneficiated pyrites, it will be 
expanded to a capacity of 100,000 tonnes 
per annum. The feasibility study for the 
project is expected to be ready by the end 
of this year There are also plans to set* 
up a 100,000 tonnes sulphuric acid pro¬ 
ject under the PPCL based on Amjhore 
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pyrites where the sulphur content, it is 
felt, can be raised from 38 per cent at 
present to 40 per cent through removal 
of shale. The pyrites horizon in Amjhore 
does contains 40 per cent sulphur, but 
because of the peculiarity of the mines, 
the mix-up of shale in mining reduces this 
content to around 38 per cent. The non¬ 
utilisation of PPCL Amjhore pyrites on 
any significant scale prior to 1979-80 was 
attributed not only to the delayed com¬ 
missioning of the Sindri rationalisation 
project where they were to be used but 
also due to the design deficiencies of the 
sulphuric acid plant set up there. These 
difficulties are now said to have been 
overcome to a very great extent. 

Engineering Trade 
Fair 

Tiif Fourth Indian Engineering Trade 
Fair concluded in Delhi last week. The 
fcesults of it seem to be quite encouraging. 


The organisers of the trade fair, the 
Association of Indian Engineering Indus¬ 
try, have reported that the fair generated 
enquiries of the order of Rs 3,824 million. 
Of this Rs 2,900 million were domestic 
and Rs 924 million overseas enquiries. 
Whether these enquiries will eventually 
fructify into solid business remains to be 
seen but what is important is the degree 
of interest shown by overseas buyers in 
the Indian engineering goods. 

In the total overseas business under 
negotiation, the share of industrial machi¬ 
nery was Rs 597 million and of heavy 
mechanical Rs 200 million, reflecting the 
emphasis given to the projection of capi¬ 
tal goods sector at the fair. Overseas busi¬ 
ness under negoiiatio.n in other sectors 
include earth moving equipment (Rs 35 
niillii n), light mechanical (Rs 26 million) 
and machine tools (Rs 20 million). Other 
items under negotiation are mini-cement 
plants, machine tools, welding equipment, 
excavators, indusirial furnaces, sugar 
plants, chemical plants, rolling mill machi¬ 


nery, jute machinery and industrial plant 
and electrical item*^. 

On the domestic side the share of the 
automotive sector was Rs 1,742 milHoil,, 
heavy mechanical Rs 656 million, machine. 
tools Rs 130 million, industrial machb; 
nery Rs 111 million, light mechanical 
Rs 55 million, welding Rs 40 million , 
and earth moving equipment Rs 2i 
million. 

During the fair actual orders book 
worked out to Rs 20.8 million of which 
overseas orders amounted to Rs 10,5 
million. 

Given the performance of the engineer* 
ing exports during the 1970$ and the, 
hopeful targets set for this sector during 
the 1980s, it is comforting to find thaj:' 
India is likely to expand its share of 
world trade in engineering items. It ii 
to he hoped that despite all the potential 
and good intentions poor management 
of the economy does not lead to poof 
order servicing which in turn would lead 
to poor order booking. 
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Invest in 
Debentures (rf 
IndianRayon. 



Here are five sound reasons; 


1 




Safety 

Fully secured 

Easy 
Liquidity 


Capital Appreciation 


For each Debenture you have the 
right to get one Equity Share 
merely for 

Rs 20 

which can fetch you 

Rs 65 

giving you a gross appreciation or gain 
of Rs 45 on one Debenture 
of Rs 100/ 1 e 45% on 30 6 82 
in about 15 months time 



i\ 


Indian Rayon Debentures 
will be listed at Stock 
Exchanges at Ahmedabad, 
Bombay and Calcutta where 
they will be easily 
marketable 


t 


5 


Trust 

Security 

Approved as public 
security by 
Maharashtrfi Govt 


Attractive Returns 

Rate of Interest 

12% 

Plus additional interest linked 
with dividends 

j 

1% 

AND THESE RETURNS WILL BE 

MORE THAN DOUBLE FROM 1 7 82 

Your cost of one debenture 

Rs 100 

Less based on market price (on 27th 
Jan *81) of one Equity Share you 
get on 30 6 82 

Rs 65 

Your net investment as on 1 st 

July '82 

Rs 35 

Interest per year on balance amount 
of Debentures (@ 13% as stated 
in the Prospectus on Rs 80) 

Rs 10 40 

Effective Gross Return per annum 

30% 


Anmlti-dimensiona] company with a rich stake in the future. 


The Indian Rayon Corporation Limited 











Window on the World 


The Oil Glut 


Spot crudi oil and product prices have 
drifted lower on account of plentiful sup* 
plies and low demand, though traders 
sentiments are mixed as to whether prices 
have bottomed out. According to spot 
market traders, Arabian light, the signal 
crude, was available on the US gulf coast 
at 836.60-36.65 a barrel f.o.b., down from 
$37.25-37.50 a week earlier. The prices 
of low sulphur crude have also softened. 
The so-callcd '^Cadillac crudes" such as 
Nigerian Boniy Light were quoted at 
$38,60-38.70 a barrel on the Gulf coast, 
against last week’s 839.50 though ano¬ 
ther trader quoted them as high as 
$39.75-40.00 a barrel. 


Slack Demand 

The slack demand oil surplus have led 
most traders to predict that prices could 
go lower particularly as warmer weather 
returns to the US. According to one 
estimate in the Petroleum Intelligence 
Weekly, demand this year could fall off 
1 in the range of 500,000 to 1.3 million 
I barrels daily, which could olfset the 
; impact of a prolonged Iran-Iraq conflict. 

I ; Not all traders believe this, however. 
The gradual disappearance of several 
. Vices from the C aribbean since Decem- 
^ her and January has suggested to some 
[ traders that major refiners hive begun to 
; draw on their stocks. This idea has b:en 
\ reinforced by the sudden availability of 
hitherto scarce storage space in European 
terminals. 

Oil companies have been running low 
inventories because of the interest rates 
on the dollars but by drawing on inven¬ 
tories ni w, they will create a need further 
[ along the line, may b: by April. 

Further evidence that stocks maybe 
■ tunning down, according to traders, is 
. the short .supply of some ‘'C-stream” 
'crudes, such as Panamanian oil in recent 
iveeks. Other dealers say the decontrol of 
the US oil prices has also eroded stocks,^ 


by encouraging refiners, particularly inde¬ 
pendent refiners, to increase their runs. 

In the long run, this could induce 
major pil companies to lift less of their 
contracted oil from the producers. The 
oil producers in turn, traders suggest, 
might then cut production to avoid a 
massive oil glut. Most traders concede 
that a 1-2 million barrel-a-day produc¬ 
tion cut by Saudi Arabia may be immi¬ 
nent. 

In an interview published recently the 
Chairman of British Petroleum, Sir David 
Steel, warned that purchases on the spot 
market by any one country could spur a 
general oil price rise. 

Among the countries that have been 
entering the market recently, arc India, 
the US and Israel. India has been seek¬ 
ing to cover its shortfalls with spot oil 
purchases, while the US and Israel repor¬ 
tedly are taking advantage of the low 
prices to replenish strategic supplies. 

Swing Month 

On the US product market, prices for 
both high and low sulphurs eased in very 
light trading. High sulphurs were quoted 
at S 31.25-31.50 a barrel, with bunker fuel 
available at 8 31.75-32.50. One product 
trader suggested that prices had bottomed 
out because of a temporary lull in 
demand, yet he conceded that March, the 
traditional ''swing month" might see 
traders getting rid of everything but light 
oil. 

Oil’s sluggish trade has also filtered 
down to the futures market where the 
price of No 2 heating oil was sharply 
lower in what some traders describe as 
“panic liquidation”. 

There is also some speculation that re¬ 
finers had begun to dump excess inven¬ 
tories on the future market, causing the 
longs to run for cover. One trader sug¬ 
gested that the appearance recently 
of European cargoes offered a 101-102.50 


cents had had a psychological effect on 
traders. A stronger dollar also dis¬ 
couraged trade in the market, traders 
added, even though some prices are now 
running below the wholesale price. Amid 
the general gloom, one trader did find a « 
potentially bullish factor for oil in the 
proposed slashing of some synthetic and 
solar energy programmes by the Reagan 
Administration. 

Production Cut 

Due to the oil glut in the world market 
some members of the Organisation of 
Petroleum Exporting Countries (OPEC) 
may trim production soon. Western oil 
observers think Saudi Arabia, and may be 
also Kuwait and Libya, arc planning 
production cuts in the face of a growing 
world oil glut. Most observers believe 
Saudi Arabia may cut back to 1.5 million 
barrels a day from about 10.3 million 
currently. They think Kuwait may trim 
100,000 to 500,000 barrels a day from its 
current daily output of 1.8 million barrels. 
No one knows what Libya plans. 

One reason why Western oil experts see 
production cutbacks is that Arab pro¬ 
ducers, especially Saudi Arab closely 
watch the spot, or open, market to gauge 
whether supply and demand are in line. 
Recently, spot prices have fallen because 
of plentiful supplies, a situation likely to 
continue as warmer weather returns to 
the US reducing demand for heating oil. 

Adding to spot-market softness is the 
recent strong showing of the US dollar 
against most foreign currencies. The 
rising value of the dollar against such 
currencies as the West German mark and 
Japanese yen have made spot cargoes 
more expensive. 

Another important factor is the recent 
resumption of oil exports from both Iran 
and Iraq. Before their war started last 
fall, they had been exporting a total of ' 
more than four million barrels a day. 
When exports stopped Saudi Arabia step- 
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ped in to help make up the shortage by 
raising production by about one million 
barrels a day. But with Iran and Iraq 
currently exporting a total of one million 
barrels a day or more, and with prospects 
for an increase next month, Saudi Arabia 
may think there isn’t any longer a reason 
to keep its production at such a high 
level. 


German Monetary 
Policy at Crossroads 


Wjien the European joint currency ar¬ 
rangement known as the “snake” was 
enlarged to include France and Italy, 
most observers expected that the major 
problem of the new European Monetary 
System (EMS) would be the strength of 
the German mark. Since Germany was 
the member with the lowest irdlation rate, 
it was thought the mark would rise to 
the top of the EMS currency band and 
force the other member countries either 
1^^to adopt tough mc-nctary and mtercst- 
tote policies or to devalue their cur- 
%%ncjes. 

The opposite has happened. The Ger¬ 
man mark has spent most of the last year 


in the bottom half of the EMS—often 
the weakest member currency. Ger¬ 
many’s low inflation rate was also asso¬ 
ciated with the lowest interest rates in 
Europe. And the foreign-exchange markets, 
when faced with virtually fixed exchange 
rates, chose the obviously more profit¬ 
able course of shifting some funds from 
mark into French francs, guilders, lire, 
etc., where interest rates were much 
higher. 

One of the most important lessons of 
the Bretton Woods system was that indi¬ 
vidual nations agreeing to fix their cur¬ 
rencies to another lose a large measure 
of control over domestic monetary policy. 
This is the position that Germany now 
finds itself in, us its policymakers arc 
being asked to accept the “average” 
monetary policy of all EMS members. 
But if Germany acquiesces to the policies 
of its high-inflalion partners, it is placed 
on a path of s'owly-but-surcly rising in¬ 
flation. To the foreign-exchange markets, 
this means rising interest rates in Cicr- 
many and capital losses on bone's a 
clear reason to m^ve capital into other 
EMS currencies. 

With the United States now a relati¬ 
vely tight policy course, the strength of 
the dollar comes into sharp contrast with 
the ’‘looser” policies of the EMS. Thus, 


the mark, as well as all EMS currcnciet^. 
has depreciated sharply against the dollar# 
And the mark has been extremely weak 
against its EMS partners. 

To arrest the current weaknes of the. 
mark, the Bundesbank would have to 
adopt a more stringent interest-rate policy. 
But this might threaten EMS stability 
and would also weaken an economy at* 
ready in a recession. Thus, the Bundes^ 
bank finds itself between a rock and hard 
place. This does not, however, preclude 
the need for a decisive policy stance; if 
nothing is done, Germany could see a 
10 per cent inflation latc in a few years. 
Or it could take Iiarsh steps now, forcing 
the EMS into a lighter policy stance. 


Deutschemark in for 
Devaluation This Year’ 


GoviiUNMiM SOI i<ris are publicly op¬ 
timistic about the chances of keep¬ 
ing inflation below five per cent this 
year. 

Their arguments, taken alone, sound 
convincing but overlook one crucial fac¬ 
tor : the storm clouds looming on th< 


r 


1 


The American Dream 

Amongst the major platforms that contributed to Mr Reagan’s victory 
was his promise to bring about a revival in the American economy. Along 
with his budget speech on February 18, the thinking behind Mr Reagan’s 
economic proposals was spelt out in a White House report. The assump¬ 
tions behind Mr Reagan's policies are summed up below: 

Economic Assumptions 


1981 1982 1983 1984 1985 1986 


Nominal Gross National Product 


(1,000 million dollars) 

2,920.0 

3,293.0 

Per cent change 

11.1 

12.8 

Real Gross National Product 


(1,000 million 1972 
dollars) 

1,497.0 

1,560.0 

Percentage change 

Implicit Price 

1.1 

4.2 

Deflator 

195.0 

211.0 

Percentage change 

Consumer Price Index 

9.9 

8.3 

1967 equal 100 

274.0 

297.0 

Percentage change 

Unemployment Rate 

11.1 

8.3 

Per cent 

7.8 

7.2 


3,700.0 

12.4 

4,098.0 

10.8 

4,500.0 

9.8 

4,918.0 

9.3 

1,638.0 

1,711.0 

1,783 0 

1,858.0 

5.0 

4.5 

4.2 

4.2 

226.0 

7.0 

240.0 

6.00 

2520 

5.4 

265.0 

4.9 

315.0 

6.2 

333 0 
5.5 

348.0 

4.7 

3630 

4.2 

6.6 

6.4 

6.0 

5.6 


export horizon. 

The deutschemark is now looking f 
stronger candidate for devaluation thar 
ever. And devaluation, while helping 
exports, causes inflation at home. 

J'orecasts that the West German cur¬ 
rent account deficit could be cut fron 
DM28 billion to DM20 billion can nov 
be completely discounted. 

Experts arc already talking about f 
probable deficit of I^M 24 to 25 billior 
and the Morgan Bank reckons it couk 
be as high as Sl7 billion, or abou 
DM34 billion. 

Severe payments deficits hit currencif 
even harder than discrepancies in rate 
of inflation, which only have a longer 
term effect. 

Take Italy. It has galloping inflation 
but interest rates arc so high that capite 
inflow tends to olfset this. 

This is the crucial reason for the poo 
showing of the deutschemark on foreigi 
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‘/^xcliange markets. Interest rates are too 
yiow. 

Nothing can be done about this in the 
M^esent economic climate but even the 
i^'i||lundesbank now operly admits that a 
J major opportunity was missed while the 
i. V economy was booming. 

It should have made the money side- 
I v|ined in minimum reserves available to 
the banks--but it should have charged 
! Ignore for it. 

This is all the more regrettable as the 
^J^sitton of our maje^r competitors has 
f-laiow improved markedly. The USA is 
‘iiiow heading fora payments surplus, so 

is no wonder the dollar is gaining. 

As for inflation Germany’s position is 
,?liOt as good as many would have us be- 
''^Jicve. Britain has forced inflation down 


•Vlo a mere eight percent and ii expecting 
further reduction. 

f If inflation here to hit six pci cent, 
4 we would not be much better off than the 
The Japanese have inflation down 
lvto7,5 per cent and have set themselves a 
|;iargcl of five per cent. 

15 In analysing the economic situation, 


we have to take the background into ac¬ 
count, and politicians still do not seem to 
realise where the teal problem lies. 

Many economists argue that West 
Germany has lost much of its competi¬ 
tiveness in recent years. Productivity is 
not rising at previous levels and con¬ 
sumption, particularly Government spen¬ 
ding, has boomed at the expense of in¬ 
vestment. 

Not enough has been done to reduce 
dependence on crude oil, and public 
spending has to be radically reduced. 

The role of the Furopean Monetary 
System in the process of deutsebemark 
devaluation is not clear. Out-and-out 
^upporteis of the FMS are rare. 

They say the EMS is primarily a 
political instrument and the Bundesbank 
is making the best of things. 

They argue that the real tC't for the 
sy tern \\ill only come when one currency, 
such as the German mark again, becomes 
too strong. 

At the moment, the EMS is braking 
further devaluation of the DM. This has 
advantages and disadvantages. 


There has been no need for any major 
intervention in the EMS for some time 
now, though last year a total of 4.2 billion 
DM was spent on intervention to cor¬ 
rect the course of the French franc against 
the dcutschcmark and vice-versa. 

E.xperts now say there would not be 
any spectacular dilference if the mark 
and the franc were now allowed to float 
freely against one another. 

They argue that the difference in in¬ 
terest rates between West Germany and 
France is too small to compensate for 
the EMS exchange-rate bandwidth of 4.5 
per cent. 

The high inflow of money and capital 
into F'rance last year was caused partly 
by nationalised companies' foreign debts 
and by oil countiies increasingly using 
the franc as a reserve currency. 

The iTCnch are working hard and fast 
to reduce Ihcir dependence on oil and 
for this reason alone are pursuing hard- 
currency policies. 

In 1980 France’s balance of payments 
deficit was DM.V) billion, but at the same 


DAC AID 1979 



ODA net disbursements 

$m " of "o of 

GNP DAC 

total 

Grant 
element 
of ODA 
commit¬ 
ments 
("„) 

Share of multi¬ 
lateral aid 

% of % of 

ODA GNP 

Aid to I 

%of 

bilateral 

ODA 

LDCs 

of 

GNP 

Total 
flows 
as % 
of GNP 

United Kingdom 

2,067 

0.52 

9.2 

96.6 

43.7 

0.23 

22.5 

0.07 

2.83 

Australia 

620 

0.52 

2.8 

100.0 

26.1 

0.14 

10.7 

0.04 

0.73 

Austria 

127 

0.19 

0.6 

(86.1) 

54.5 

O.K) 

4.9 


0.36 

Belgium 

631 

0.56 

2.8 

98.1 

31.4 

0.18 

23.3 

0.09 

2.03 

Canada 

1,026 

0.46 

4.6 

97.2 

45.1 

0.21 

31.5 

0.08 

1.14 

Denmark 

448 

0.75 

2.0 

96.7 

44.9 

0.34 

33.6 

0.14 

1.25 

Finland 

86 

0.21 

0.4 

96.6 

55.1 

0.12 

38.4 

0.04 

0.43 

France 

3,370 

0.59 

15.1 

(93.5) 

17.3 

0.10 

11.2 

0.05 

1.52 

West Germany 

3,350 

0.44 

15.0 

84.6 

35.5 

0.16 

22.7 

0.06 

0.96 

Italy 

273 

0.08 

1.2 

99,6 

91.8 

0.08 

74.5 

0.01 

1.25 

Japan 

2,637 

0.26 

11.8 

77.8 

27.2 

0.07 

17.2 

0.03 

0.75 

Netherlands 

1,404 

0.93 

6.3 

92.1 

31.5 

0.29 

25.0 

0.16 

1.29 

New Zealand 

61 

0.30 

0.3 

100.0 

2.3.0 

0.07 

13.2 

0.03 

0 38 

Norway 

429 

0,93 

1.9 

100.0 

42.1 

0.39 

35.3 

0 19 

1.64 

Sweden 

956 

0.94 

4,3 

100.0 

35.2 

0.33 

32.4 

0 20 

1.26 

Switzerland 

207 

0.21 

0.9 

(95.8) 

47.2 

0.10 

26.1 

0.03 

5.66 

United States 

4,684 

o.?o 

20.9 

90.7 

13.0 

0.03 

9.2 

0.02 

0.79 

TOTAL DAC 

22,375 

0.35 

100.0 

(90.9) 

28.9 

0.10 

17.4 

0.04 

1.14 
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time its currency reserves rose by six bil¬ 
lion dollars. 

I As for the dollar, a year ago the Bun- 
pesbank intervened to sell dollars, then 
changed course and did the opposite, 
rightly anticipating lower US interest 
rates. In autumn it reverted to its 
original course. 

The Americans have been one of the 
major supporters of the dollar with 5.5 
billion DM of swap obligations. They will 
also soon have to repay Carter bonds 
and Carter notes totalling 9.5 billion DM. 
These were issued two years ago when 
^he dollar was in trouble. 

Rumour has it that the USA has not 
only accumulated enough deutschemarks 
to fulfil obligations but also has deut¬ 
schemarks stokpiled for al! eventualities. 

Suddeutsche Zcitimg 


Japan: Recovery 
in 1981 


Jhe growth rate of the economy fell 
ftom 6 per cent in the second half cf 1979 
2-3 per cent in the second quarter of 
and economic activities arrived at 
a turning point. The first reason which 
can be cited for this economic slowdown 
is weak performance of consumer spend¬ 
ing and housing investment, reflecting the 
higher prices brought about by the most 
recent increase in the price of oil. Second, 
there has been reduced production by 
industrial materials makers as they draw 
down their stocks of steel, chemicals and 
other goods in reaction to milder demand. 
jjklQpRs reaction is also in accordance with 
^me slump following the building up of 
stock prior to the increases in the price 
of steel and electric power, as well as with 
a decline in real demand. There has 
been a pronounced trend toward reduced 
production due to the drawing down of 
inventories in the steel, chemicals and 
other materials industries. Third, there 
has been somewhat a drop in investment 
in plant and equipment by small and 
medium companies, because of higher 
costs of credit and uncertainty over the 
future. 

Nevertheless, private investment has 
continued firm. It has been bolstered by 
investment on behalf of improved energy 
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efficiency, advances in mechatronics, and 
replacement of facilities, while being led 
by an upward revision of investment plans 
by big businesses. Exports, despite the 
gloomy situation in America and West 
Europe, have continued to be favourable, 
due to growth products, (such as video 
cassette recorders) as well as expansion of 
exports to the Midcast and Latin American 
regions. 

Wholesale prices, which had been in¬ 
creasing at high rates, have settled down, 
under the influence of assimilating of the 
effects of the oil price increase and the 
trend of appreciation of the yen. It is 
anticipated that consumer prices will gra¬ 
dually settle down in the wake of the 
wholesale price trend. It appears that 
during the first half of 1981 consumer 
spending will recover, and that housing 
investment will pick up, while there will 
also be an improvement in regard to 
inventory liquidation. 

Because of thi.s, economic conditions,— 
after reaching a turning point in the se¬ 
cond quarter of 1980, and passing 
through a mild and brief period of stag¬ 
nation—are expected to again improve, 
starting with the second quarter of 1981. 

LTCB Research. 


Move to Slash US Aid 


Mr Dwin Stockman, the radical Con- 
.servative Budget Director in the Reagan 
administration, has proposed that US 
foreign aid be slashed by more than a 
third and I hat military assistance be given 
priority over economic and financial aid. 

Clear differences of opinion surfiiced in¬ 
side the admini.slration over the pro¬ 
posal made in an internal discussion 
document drawn up for budget cutting 
purposes. 

It proposes reducing foreign aid by 
about a third, severely reducing and in 
some instances, ceasing US contributions 
to the international development banks 
and giving military and bilateral assistance 
priority over multilateral operations. 

But Mr Donald Regan, Secretary of 
the Treasury, described the Stockman 
Paper as “a proposal not a policy”. He 
appeared to align himself with Mr Alex¬ 
ander Haig, the Secretary of State in 
arguing tliat foreign aid was very 


tricky question with m^jny inter-relatioii* 
ships that we have to consider.” 

The Stockman Paper urges that in the 
1982 fiscal year, starting in October, for¬ 
eign economic and financial aid be cut 
from the S8 billion proposed in President 
Carter's final budget to about S5.5 billion. 

Financial Times, London 


Fish in Industrial 
Waters 


The orncfAi. opening of a man-made 
lake of some 24 hectares in England's 
industrial Midlands may not sound as if . 
it has anything to do with science, but it 
is a sign that Britain’s methods of sewage 
treatme't have roused interest all over the 
world. 

The new lake is designed to reduce the 
pollution of the River Thame, which 
drains the heart of the industrial Mid¬ 
lands and for decades has been considered 
one of England's most polluted rivers. 
Improved sewage treatment has brought 
back fish to the lower reaches of the 
river, and now the new lake will settle 
out tons of polluting matter from over¬ 
loaded sewers, from waste ground and 
from streets during heavy storms. 

The system sounds simple, and is based 
on a giant settling tank which used to be 
a gravel pit. The river has b?en diverted 
to make it flow through this lake, emerg¬ 
ing at the downstream end over a weir. 
Under normal flow conditions, river water 
stays in the lake for an average of one 
day and during this time solids settle and 
sink to the bottom. 

Some 55 per cent of the solids in the 
water will be removed for a stretch of 25 
kilometres downstream. The sediment 
will be sucked from the lake and allowed 
to dry out before being taken to the new. 
complex at ('olcshill for final dewatering. 

Already in (he lower reaches of the 
Thame, before it joins the River Trent, 
eight species cT fish have become esta¬ 
blished. The lake itself is expected to 
provide a stable coarse fishery within a 
few years. Seven more lakes further 
down river are planned, giving a further 
reduction in the solids content of 15 per 
cent. 

—BIS 
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Point of View 


Commercial Banks and 

Rasheed Ahmed Ansari Agricultural Finance 


Total credit needs of the agricultural sector to be met by commercial 
banks during 1978*83 is expected to be of the order of Rs 4000 
crores. The author commends the role of the nationalised banks 
and pleads for more concerted efforts in meeting the credit needs 
of the farmers. He also suggests an intensive training programme 
for the banks field staff and views with alarm the growing trend in 
non-recovery of loans. 


Agricuitiirl PI.AVS a pivotal role in llie 
economy of India, it provides livelihood 
to about 70 per cent of the total popula¬ 
tion and accounts for nearly 42 per cent 
of the national income. This means the 
devc’opment of agriculture is a prc-condi- 
tion for the overall economic growth 
which itself depends upon the availability 
of adequate credit facilities. Moreover 
the advent of modern technology and im¬ 
proved practices in agriculture has neces¬ 
sitated a sizeable expansion of farm credit. 
The increasing capital requirements can¬ 
not be met fully by farmers themselves. 
Most of the small and marginal farmers 
do not have sufficient income even to 
meet the daily expenses. Therefore, the 
question of saving and investment docs 
not arise. In order to sustain and acce¬ 
lerate the technological changes in agri¬ 
culture, adequate availability of credit is 
of utmost importance. 

Credit requirements arc classified into 
two parts: production credit requirements 
and investment credit needs. The former 
include the credit required for the pur¬ 
chase of seeds, fertilizers, pesticides and 
the payment of the hired wages and water 
charges, etc. The latter include the credit 
required lo purchase the fixed capital 
assets like tractors, pumpsets and other 
equipment. 

In India, by an I large, farmers have 
small land holdings. The 16th round of 
National Sample Survey in 1960-61 indi¬ 
cated that 34.5 per c^nt of the cultivators 
mad holdings of less than one hectare. 
^According to the 1971 census, 70 per cent 
-of the cultivators had holdings of less 
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than two hectares. With the further pro¬ 
gress in the implementation of land 
reforms, the number of small farms is 
expected to rise. This tren I in the distri¬ 
bution of land holdings implies conse¬ 
quences of a far-reaching nature. 

In most cases, agriculture cannot be 
managed without credit facilities and the 
credit system should progressively be ori¬ 
ented towards the needs of small and 
ma'ginal farmers. Further, farming alone 
cannot yield adequate income to small 
farmers. Additional sources of income 
have to be created for them through the 
development of allied farm activities like 
dairying, sheep rearing, poultry, etc, and 
also rural industrialisation. All these pro¬ 
grammes require massive credit support. 

The agencies which are supplying agri¬ 
cultural credit are money-lenders, indige¬ 
nous banker, Government, commercial 
banks, cooperative societies and local 
organisations like chit fund. 

Multi-agency Approach 

Before the nationalisation of banks, 
cooperative societies were the main 
source of institutional finance for far¬ 
mers. But this was not adequate, co¬ 
operatives have not been able to keep 
pace with the credit needs of changing 
agriculture. Therefore the Government 
decided to adopt multi-agency approach 
and asked commercial banks to hnance 
agriculture on a large scale. After the 
nationalisation of banks, the role of 
commercial banks in agricultural finance 
has been increasing. They have launched 


a vigorous branch expansion programme. 
As a result, their rural offices have multi¬ 
plied fast. Initially, commercial banks 
were financing agriculture in a haphazard 
way and faced several problems. Later on 
profiting from their experience, they 
adopted various innovations like the 
establishment of agricultural development 
branches, adoption of specific villages and 
financing agriculture through cooperative 
credit societies. 

Further, in the wake of the green revo¬ 
lution in the mid-Sixties, with its empha¬ 
sis on the use of high-cost inputs, the 
credit needs of agriculture were expected 
to increase rapidly and it was felt that 
cooperative financial agencies would not 
be in a position to meet this volume of 
credit. 

Rural Branches 

During the past decade, commercial 
banks have given a good account both in 
the field of extension of banking facilities 
in the rural areas and increasing the 
volume of credit to agriculture. The share 
of rural offices in the total number of 
bank offices in the country has more 
than doubled i.e. from 22.2 per cent at the 
end of June, 1969, to 45.8 per cent at the 
end of December, 1979, the total number 
of bank offices in the country at the end 
of 1979 having grown to 31,557. The 
share of direct agricultural advances in 
the total advances of public sector banks, 
which stood at barely 1.3 per cent in 
1969, shot up to J0.2 per cent at the end 
of 1979 (Table 1). 

It is evident from Table JI that as re¬ 
gards direct finance to agriculture, 
the amount outstanding in the case of 
public sector banks has gone up to 
Rs 1,525 crores till the end of December, 
1979, from Rs 40 crores at the end of ^ 
June, 1969, showing a rise 3712.5 per 
cent. Under the indirect finance scheme* 
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the amount outstanding in the case of 

E sc banks went up to Rs 2,286 crores 
m Rs 122 crores during the same period, 
)wing a rise of 1773.7 per cent. This 


Table 1 

Centre-wise Distribution of Commer¬ 
cial Bank Branches, Deposits and 
Credit 


Branches 

(Num¬ 

ber) 


Depo- Ad- 
sits varices 

(Rs crores) 


JUNE, 1969 


Rural 

1832 

145 

54 


(22.4) 

(3.1) 

(1.5) 

Semi-Urban 

3322 

1024 

407 


(40.1) 

(22.0) 

(11..I) 

Urban 

1447 

1209 

722 


(17.5) 

(25.9) 

(20.0) 

Metropolitan 

1616 

2286 

4426 


(20.0) 

(49.0) 

(67.2) 

Total 

L.. 

8262 

4665 

5609 

t 

JUNE, 

1979 


Rural 

13333 

2747 

1555 


(44.1) 

(10.4) 

(8.4) 

Semi-Urban 

7845 

5793 

2858 


(26.0) 

(21.9) 

(15.7) 

Urban 

4717 

C637 

3975 


(15.6) 

(25.0) 

(21.4) 

Metropolitan 

4307 

11332 

10183 


(14.3) 

(24.7) 

(54.8) 

Total 

30202 

26509 

18571 


(ai^Figures within brackets represent the 
peix:entagc of the total) 

Source: Banker —April, 1980. 


means the rate of increase in amount out¬ 
standing under the direct Ijnance is much 
higher than the rate of increase in the 
amount outstanding under the indirect 
finance. Similarly the amount outstand¬ 
ing under the direct finincc scheme of 
commercial banks as a whole went up 
from Rs 54 crores to Rs 1,665 crores, 
while the amount outstanding under the 
indirect finance scheme grew from Rs 34 
crores to Rs 2,598 crores, indicating a 
rise of 2990 and 7541.1 per cent, respec¬ 


tively. Here the rate of increase in 
the amount outstanding under the indirect 
finance scheme was much higher than the 
ralcof increafc in the amount outstanding 
under the direct finance scheme. All 
this shows that the public sector banks 
are playing an increasing role in direct 
finance while the scheduled commercial 
banks are playing an important role in 
indirect finance. 

Over the years, there has also been a 
conscious effort on the part of the banks 
to increase the covemgc of small and 
marginal farmers and at the end of March, 
1978, for all the public sector banks 
taken together, small farmers with hold¬ 
ings upto five acres accounted for 67 per 
cent of the total number of accounts by 
way of direct finance to agriculture and 
39 percei.t of the outstanding thereunder. 

With the increase in the credit needs of 
agriculture in the context of successive 
development plans, commercial banks arc 
called upon to contribute an increasingly 
larger share of rural credit. For example, 
the working group on agricultural credit 
from commercial banks, with special refe¬ 
rence to the needs of small and marginal 
farmers, constituted by the Government 
of India in October, 1978, has estimated 
the short-term credit requirements for 
agriculture and allied agiicullural acti¬ 
vities for DPAP/SFDA and IROP blocks 
during the period 1978-83 at Rs 3,890 
crores. Of this, Rs 2,500 crores are 
expected to come fn m cooperatives and 
Rs 1,400 crores from commercial banks. 

Estimated Needs 

As regards term credit fi r agriculture 
and allied agricultural activities, the needs 
are estimated at Rs 6,290 crores, of which 
about Rs 3,700 crores arc expected from 
cooperatives and Rs 2,600 crores from 
commercial banks. Thus, the total credit 
needs expected to be met by commercial 
banks during the period of 1978-83 arc 
estimated at Rs 4,000 crores. According 
to the group, the total credit provided by 
coopciatives in 1977-78 was Rs 1,489 
crores and by commercial banks and re¬ 
gional rural banks Rs 577 crores. 

From the forgoing analysis, it is evident 
that commercial banks have shown re¬ 
markable progress during the last decade. 
It is further expected that much more 


progress would be achieved in the years 
to come as such. The provision of edu¬ 
cation, health clinics, entertainment, 
water, power, land reforms, marketing 
guarantee, prices, seeds and fertilizers, 
etc., for rural areas will definitely help 
the rural people to refrain from moving 
to urban areas and this will go a 
long way to solve the problems of over- 
urbaoi.sation. 

In increasing the number of accounts, 
one of the major constraints would be 
to keep pace with a large number of 
small accounts of the small and marginal 
farmers, which in the total direct farm 
credit at the end of March 1983, is to 
be 50 per cent. At the end of December 
1978, the number of agricultural accounts 
corresponding to outstanding of Rs 1526 
crores stood at 54 lakhs. It is further 
estimated that the number of accounts 
corresponding to an increase in agricul¬ 
tural credil to Rs 4000 crores would be 
nearly 1.4 crores. Handling of such a 
large number of accounts would be a 
difliciilt ta^k for the banks, not only 
from the accounting angle but also from 
the point of view of canvassing and 
follow up. 

Concerted Efforts 

Disbursement of cicdit to such a mag¬ 
nitude would require concerted efforts 
paiticularly for the small and marginal 
farmers where the average amount per 
account in very small. Moreover, the 
disbursement of ciedit alone would not 
be enough but its end-use would have 
to be observed in order to ensure that 
credit disbursal leads to the desired de¬ 
velopments. This would involve the 
appointmci t and training of a large 
number of technical off.cers and field 
staff. 

In recent years, recovery of agricultur¬ 
al loans and advances has biconie more 
alarming. 'I his is partly because agri¬ 
culture is subject to the vagaries of na¬ 
ture with large areas of the country perio¬ 
dically affected by recurrent floods or 
d ought. This problem has been further 
compounded by certain unhealthy trends 
which have developed in the rural areas. 
For instance, defaulters are shielded by 
the political elite. So far as weaker 
sections arc concerned, their projects arc 
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often of marginal viability so that even 
a marginal increase in the sustenance 
needs of their families or in the produc¬ 
tion costs, is enough to upset their repay¬ 
ment capacity. 

As the banks are increasing their cover¬ 
age of small and marginal farmers, the 
problem of recovering loans is also be¬ 
coming more diHicult. Thus, it is neces¬ 
sary that the Slate Governments should 
play an efficient role in enabling banks to 
recover their dues. Some measures have 
been legislated upon in some States in 
this regard. But still banks are facing 
certain difficulties in the implementation 
of the scheme. In some other States the 
number of recovery officers appointed U r 
the purpose is small and in addition, 
they are overburdened with other works. 

Besides, there are some loopholes 
which enable the defaulters to escape. 
Therefore the performance of commer¬ 
cial banks in regard to recovery of over- 
dues is not satisfactory and adequate. 
Thus there is an urgent need to pass such 
a legislation in all the States and to im¬ 
prove the efficiency of the administrative 
machinery set up for the purpose. 

Due to the appointment of a large 
number of technical and field staff, the 
administrative cost of handling a large 
number of small agricultural loans, 
spread over a number of villages, is on 
the increase. This is evident from the 
fact that the wage structure in commercial 


banks is much higher than in financial 
institutions operating in the rural areas. 
According to various studies carried out 
by the State Bank of India agricultural 
loaning is making ,a negative contribu¬ 
tion to banks’ profitability. Added to 
this variable cost of agricultural loaning 
which increases in direct proportion to 
the volume of advances is considerably 
high. Consequently, agricultural financing 
is becoming a costly affair for the com¬ 
mercial banks. With the increase in the 
volume of agricultural credit envisaged 
in the Sixth Five-year Plan, profitability 
of banks is likely to be under great 
strain. 

Lack of trained and efficient staff is 
another handicap which commercial 
banks have been facing in recent )cars. 
In order to handle such a large volume 
of agricultural credit accounts, it is 
necessary for banks to appoint a large 
number of technical and non-tech- 
nical staff and to train them for the 
purpose, In the backward States, where 
technical personnel arc in short supply, 
staff is being taken on deputation from 
the vaiious State Governments. In the 
highly backward areas like the tribal 
ones of Orissa, Madhya Pradesh and 
Bihar, communication with the local 
population creates many difficulties. In 
such areas, it has become necessary to 
take village level workers on deputation. 
But before the new staff becomes opera¬ 


Tablk H 

Scheduled Commercial Banks' Advances to Priority Sector Agriculture 


As on 

Public Sector 

All Commercial Banks 


No of 
accounts 

Amount 
outstanding 
(Rs crores) 

No of 
accounts 

Amount 
outstanding 
(Rs crores) 

1 Direct Finance 

June, 1969 

160 

40 

257 

54 

Dec, 1977 

4562 

1151 

5226 

1260 

Dec, 1979 

5441 

1525 

6037 

1665 

I Indirect Finance 

June, 1969 

65 

122 

11 

34 

Dec, 1977 

620 

338 

643 

391 

Dec, 1979 

752 

2286 

793 

2598 


j I Source: Report on Currency and Banking, RBI Bulletin—1978-79 J 


tionally effective it is necessary to give 
them intensive training in the banking 
accounting principles and procedures. 

Recently, the State Bank of India has 
created a new cadre of rural development 
officers the need for which is so pressing 
that it has, in fact, to think in terms of 
setting up a separate training institution 
for the purpose. Other commercial banks 
too are facing similar difficulties. 

Package of Services 

What the small and marginal farmers 
need is not merely credit, but also a 
package of services like input supply, 
marketing assistance, storage facilities, 
power, etc. Since the size of their market¬ 
able surplus is small and it is sold in 
small quantities, these farmers do not get 
reasonable prices. Consequently, the via¬ 
bility of their production operation 
suffers further. It is therefore, essential 
to develop the supporting services for 
these farmers for meeting their needs. 
Their needs should be meet through ap¬ 
propriate institutional machinery. Un¬ 
less and until institutional support for 
improving the viability of these farmers 
is strengthened, efforts of commercial 
banks to improve their lot would not 
only be infructuous but also lead the 
weaker section saddled with loans. 

In view of organisational and operation¬ 
al problems faced by commercial banks, 
there appear to be limits to their capa¬ 
city to provide direct finance to agricul¬ 
ture. Notwithstanding the enthusiasm 
of banks to extend all possible help and 
assistance to the weaker section in the 
rural areas, it would be rather impossible ^ 
for them to cover millions of individual 
borrowers, particularly in remote areas, 
at a cost which the banking system and 
the country could bear. 

Moreover with the diverse natural and 
sociological conditions, identification of 
the needy and deserving farmers, prepara¬ 
tion of bankable projects, assessment of 
credit needs, follow-up and effective su¬ 
pervision over the end-usc of credit 
would call for intimate local knowledge. 
Commerciat banks must depend on the 
base level credit outlets already existing 
in the form of cooperatives, so that they 
contribute effectively to the regeneration 
of rural economy. 
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Point of View 


Protectionism in Developing Economies 

Sunil Kumar Kumbhat 


Protection in some form or the other is practised all over the world- 
developed countries for preventing stagnation while developing ones 
for industrialisation. The author emphasises that there is an 
unassailable case in favour of protection as far as developing countries 
are concerned, and in the interest of the consumer suggests 
precautionary measures as a check, against exploitation and . 
inefficiency. 


Protection stands for those measures 
by which domestic industries arc protec¬ 
ted against competition from goods manu¬ 
factured in foreign countries. Theic are 
several ways through which this is done. 
The chief measure is the levying of higher 
duties, or what arc called piotcctivc 
tariffs on imports of goods from abroad. 
Domestic products can also be protected 
by means of a subsidy through grant of 
differential prices. Quota restrictions 

are used as a protection device when 
J price differentials arc not very important, 

‘ in which case imports of foreign goods 
V more or less have to be physically regu¬ 
lated or slopped. Import restrictions 

because of foreign exchange difiiculties 
provide protection automatically. 

Protection in some form or the other 
is practised all over the world, in advan¬ 
ced countries as well as in developing 
economies. But, the needs of the two 
types of countries arc different. Whereas 
developed countries resort to protection 

/ for preventing stagnation or loss of 
foreign exchange resources, developing 
countries have it for initiating the pro¬ 
cess of industrial growth. Naturally, the 
needs of the latter arc pressing. Therefore, 
certain international agreements like the 
General Agreement on Trade and Tariffs 
(GATT) and the United Nations Confe¬ 
rence on Trade and Development 
(UNCTAD) have impressed upon the 
advanced countries the need to lower 
their tariff walls against goods from deve¬ 
loping countries. There is an unassailable 
case in favour of protection as far as 
developing countries arc concerned. 

Developing economies usually have un¬ 
utilised natural resources such as mineral 


rcscivcs, fishery and forest pioducts 
whijh a’e exported in ample meassure, 
in raw or semi-proces.sed form. This is 
because these countries normally do not 
initially have the industrial capacity to 
process these raw material, and 
goods produced from these very materials 
are imported back in the processed form. 
Therefore, in o:dcr that the developing 
countries may not remain exporters o*' 
mere raw materials and importers of 
manufactured goods, it is necessary that 
they should develop the required indus¬ 
tries. 

Structural Unemployment 

Often developing countries are over¬ 
populated with a major concentration of 
population in primary occupations. Such 
countries have the problem of structuial 
unemployment. This is because primary 
occupations cannot absorb all the people 
and alternative Jobs have to be found for 
surplus population. The growth of indus¬ 
tries in other tertiary sectors is necessary 
to provide jobs to the people rendered 
surplus on land. Therefore, even when 
the cost of production is high, the 
social costs would be low when industria¬ 
lisation helps in providing jobs for the 
surplus population. 

An additional advantage flowing from 
this is that indigenous skills grow 
through industrialisation. Indigenous 
technologies cannot thrive unless indus¬ 
tries operate in the country for quite some 
time. It has been observed that, in the 
absence of suitable opportunities, what¬ 
ever talent grows in a country moves out 
of the country. Brain-drain is a pheno¬ 
menon which results from Ihc fact that 


suilablc opportunities could not bj pro¬ 
vided within the country. 

Development of industries is necessary 
from another point of view also. It is a 
histoiical fact that the terms of trade nor* 
mally move against countries which de¬ 
pend on exports of primary goods. Thid 
would be a natural iHitcomc of the fast 
changing technology which all the time 
finds ‘arlifjciar or synthetic subslitutei 
for natural products. 

After the ciul of the Second World 
War, most developing countries have 
suffered from a subslanlial fall in tlu 
piiccs of their products while the prices 
of manufactured goods have gcncralh 
risen. I or holding one’s own in inter 
national trade, rapid industrialisation i 
necessary. 

Tor the reasons mentioned above, i 
is nccessaiy that not only should ne' 
industries be established in a developin 
country but they should also be allows 
to grow and stabilise themselves. Th 
can be done only if there is no threat < 
competition from abroad or, in oth< 
words, when protection is ensured. Am 
ther weighty reason for protection 
defence. No country can defend itse 
today without proper industrial growth i 
almost all directions. 

Shield Against Depression 

Protection provides a shield against tl 
evil effects of depression in other com 
tries. The experience of the last worl< 
wide depression in the thirties showc 
that depression hits the developing eo 
nomics more than the developed countrit 
When the demand for industrial ra 
materials from advanced countries fall 
the prices of primary products decHi 
sharply as a result of which the prod} 
cers arc hit hard. If protection coil 
help the developing countries to mal 
use of the raw materials within the cou 
try, they would not be so badly afleeb 
by depression in advanced countries. 

The Second Fiscal Commission adva 
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ced a policy of developmental protection 
instead of the ‘safeguarding* type 
prescribed by the First Fiscal 
jPommission. The Second I iscal Com¬ 
mission iccommcnded that for granting 
protection to an industry : 

(i) Fconomic advantages like internal 
market, labour supply, etc, should be 
taken into account protection should 
not be denied merc y on the ground that 
adequate quanlity of raw material is not 
available within the country; 

fii) Not only the existing home market 
but also the potential export market 
should be taken into consideration; 

(iii) 'I’he protected industry need not 
be expected to satisfy the needs of the 
entire domestic market; 


(iv) The case of new industries, requir¬ 
ing heavy capital investment, should be 
specially considered and protection should 
be granted wherever possible; 

(v) Compensatory protection may be 
granted to industries using the products 
of protec ed industries. 

Besides these gcneial principles, the 
Commission provided that protection 
should be given in case cf defence and 
strategic industries, basic and key indus¬ 
tries and other industries in vi^w of long¬ 
term economic advantages. Not only 
this, since economic advantages cannot 
be precisely assessed in the beginning, 
initiating the process of growth should 
itself be treated as important. 

Protection, thus, has sound rationale 


in the case of developing countries. How¬ 
ever, it must be recognised that protection 
may lead to inefiiciency and exploitation 
of the consumer. Therefore, adequate 
precautions are necessary against such 
evils. The following steps may be neces¬ 
sary: 

(i) There should be controls on and 
regulations of the prices of protected 
goods in the interest of the consumer; 

(ii) Monopolistic situations should not 
be allowed to develop. Competition from 
within the country should be provided. 
If need be, the public sector should 
offer such competition to the private sec¬ 
tor; and 

(iii) The quality of the products should 
be strictly watched and standards should 
be rigidly enforced. 
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STATE OF THE 
ECONOMY 


Trade with Yugoslavia 

Doubling of the volume of 
trade by 1983, identification of 
electronics as a new area for 
cooperation, strengthening of 
the existing arrangements for 
undertaking projects in third 
countries, and exchange of 
lists of commodities for in¬ 
creasing trade over a long 
period, were the highlights of 
the agreed minutes signed re* 
ccntly by the Commerce Minis¬ 
ter, MrPranab Mukherjee, and 
the Yugoslav Minister for 
, Foreign Trade, Mr Metod 
Rooar, in New Delhi. Under 
separate agreement signed for 
two years 1981 and 1982, in the 
^field of science and technology 
Ayvas proposed to encourage 
wfe^acts and mutually bene¬ 
ficial exchange between the 
scientific organisations and 
scientists of India and Yugo¬ 
slavia in specific disciplines. 

The agreements were reach¬ 
ed after discussions between 
Ministers and officials of the 
two countries and the 13th 
session of the Indo-Yugoslav 
Joint Committee; for Economic 
Cooperation. The two sides 
reviewed the performance of 
trade and noted the slightly 
Reclining trend during the last 
"few years. They examined the 
various measures for not only 
arresting this trend hut also 
for diversifying and expanding 
the trade to achieve the target 
of doubling its volume by 1983 
against the level reached in 
1977. In this connection, both 
sides recognised the impor¬ 
tance of long-term arrange¬ 
ments between the trading 
organisations of the two coun¬ 
tries as these would not only 
be financially beneficial but 
would also ensure proper 
planning for production. The 
two sides also exchanged lists 
of commodities for trading 
during 1981 to 1985. 

Both sides also recognised 
the importance of cooperation 


in third countries in the ex¬ 
pansion of their trade and 
economic relations. Coopera¬ 
tion between India and Yugo¬ 
slavia in third countries pro¬ 
jects is to be strengthened 
through linking of appropriate 
nodal organisations in the sec¬ 
tors concerning petrochemicals 
and oil refinery, industrial 
consultancy, railways, civil con¬ 
struction, steel plants and 
power stations and irrigation. 

A number of new projects and 
areas for two-way transfer of 
technology were also identified. 

The two sides noted with 
satisfaction that industrial co¬ 
operation between India and 
Yugoslavia is now entering an 
intense phase and t,ood scope 
exists for two way transfer of 
technology in well defined sec¬ 
tors and expansion of trade in 
engineering goods. It was 
agreed to strengthen the exist¬ 
ing structure, ship ancillaries 
and ship building, supply of 
ships, tractors and engines, 
power plants, steel silos and 
post harvesting equipment, and 
supply of metallurgical equip¬ 
ment by India to Yugoslavia. 

Trade Protocol 
with USSR 

India and the Soviet Union 
recently concluded the annual 
trade protocol for 1981, en¬ 
visaging a trade turnover of 
about Rs 2,200 crore. The 
protocol was signed by Mr 
P. K. Kaul, Commerce Secre¬ 
tary, and Mr l.T. Grishin, 
Deputy Minister of Foreign 
Trade. The trade turnover 
for 1980 is expected to have 
reached Rs 1,900 crore as 
compared to the turnover of 
Rs 1,200 crore in 1979. This 
is partly due to increased turn¬ 
over of physical imports and 
exports and partly due to rise 
in prices. 

The protocol for 1981 pro¬ 
vides for increased offtake from 
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India of a number of commo¬ 
dities. Special mention may be 
made of cardamom, fruit juices 
tobacco, mica, medicines and 
pharmaceuticals, cosmcstics, 
dye-stuffs, shoe uppers, woollen 
knitwears, ready-made gar¬ 
ments, hand tools, dry bat¬ 
teries, wood veneers, structural 
frames, handicrafts, steam boi¬ 
lers and sports goods. New 
items like marine products, 
cut flowers, textile machineries, 
steel castings and forgings, 
have also been introduced in 
the protocol. 

The Soviet Union has agreed 
to consider the possibilities of 
taking more items from India, 
especially in the engineering 
sector. 

So far as imports from the 
Soviet Union arc concerned, 
the protocol provides for conti¬ 
nued supplies of machinery 
items, crude oil, petroleum pro¬ 
ducts, fertilizers, non-ferrous 
metals and newsprint. Both 
sides will work towards in¬ 
crease in the volume of trade 
between the two countries by 
1.5 to 2 times in accordance 
with the long-term programmes 
of Economic, Trade Scientific 
and Technical Co-operation 
signed on March 14, 1979. 

Indo-GDR Trade Pact 

The Industry Ministers of 
India and GDR recently signed 
a protocol at the conclusion of 
the fourth session of the Indo- 
GDR joint commission on 
economic, trade, scientific 
and technological cooperation 
providing for an increase in the 
exchange of goods and tech¬ 
nologies on the basis of the 
principle of a mutual most- 
favoured nation treatment. 

The protocol was finalised 
after a round of discussion 
between the GDR delegation, 
led by Dr Gerhard Wiess, De¬ 
puty Chairman of the Council 
of Ministers of GDR, with the 
Joint Chairman ,of the Indo- 
GDR Commission, Dr Charan- 
jit Chanana, Minister of Slate 
for Industry. 

Discussions between the two 
groups was divided under six 
heads representing trade, in¬ 
dustry, agriculture, science, 
technology and chemicals. It 
was agreed to explpre the pos¬ 


sibility of the GDR’s pro^ 
ing technical collaboration i 
the implement.ition of the pi 
jeets III Gujarat :ind Raji 
than for mining of lignite i 
industrial purposes and a| 
for power generation. 

The possibilities of obtain] 
technical collaboration in 1 
fields of machine tools, ag 
cultural machinery, text 
machinery and high voltf 
testing equipment from GD 
were also discussed. Bc 
GDR and Hindustan Machi 
Tools are to examine p; 
posals for the establishment 
a school for graphic arts. 
India. 

It was further agreed to i 
pand and diversify the two^si 
transfer of technology, i 
objective of these tranC 
would be to ensure that I 
latest and the most rclevr 
technology is interchanged 
the mutual benefit of be 
countries. 

Rupee-Pound 
Exchange Rate 

The pound sterling has 1 
conic cheaper by 15 paise f 
lowing upvalnation of i 
rupee by 0.81 percent by 1 
Reserve Bank of India 
February 17. In its revision 
the buying and selling rates 
the pound sterling for spot i 
livery, the RBI has fixed 1 
middle rale of Rs 18.60 ] 
pound as against Rs 18 
fixed earlier. 

Special Bearer Bondi 

Special bearer bonds woj 
Rs 15.42 cr(Mc v\erc sold 
to February 12, according 
iiiformalion rL'iiiisIicd by i 
Minister of Si.ite for Finaa 
Mr S. S. Si'-odia, in Re_ 
Sabha recently. 

The Minisier added tl 
“having regard to ihe IS 
:hat the validity of the Or 
nance regarding the spec 
bearer bonds scheme is sk 
jiidice before the Supra 
Court, the response to i 
scheme so far cannot be si 
to be iJinsalisfactory". i 

The bonds have been pla^ 
on sale in London. Dad 
Kuwait, Dubai, FrankfiJ 
Hong Kong, Bahrain, Sin; 
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^re and Panama also. The 
jtcak-up of the sales LMTcetcci 
i, II public debt olTiccs in 
id country is : Ahmcdabi'tl 
Sts 41.90 lakhs), Bangalore 
Its 23.SO lakhs), Bombay 
As 483.50 lakhs), Nagpur, 
As 16.00 lakhs), Calcutta 
js 46.70 lakhs), Hyderabad 
As 44.90 lakhs), Jaipur (Rs 


18.20 lakhs), Kanpur (Rs 68.90 
lakhs), Madras (Rs 69.30 
k khs), Patna (Rs ^^.50 lakhs), 
and New Delhi (Rs 719.10 
lakhs), total Rs 1,542.70 lakhs 
or Rs 15.42 crores. 

Inivisible Receipts 

Mr R. Venkataraman, Fin¬ 
ance Minister, said in Lok 


Sabha recently that the gross 
^‘invisible receipts’ (non-ex¬ 
port) from Indians living 
abroad and others for the 
period from January to Dec¬ 
ember 1980 had been estimated 
at Rs 4,467 crore. This figure 
represented gross non export 
receipts which included ill 
kinds of receipts, like airline 


receipts, shipping receipts, in¬ 
surance receipts, invcstmnt in¬ 
come and tourism receipts 
besides remittance from Indi¬ 
ans residing abroad. 

Foreign Aid and Debt 

The debt payable to foreign 
coi'.nlries including institutions 
amounted to Rs 131,47.95 



On behalf of the President of India, the Director, Directorate of Purchase 
k Stores. Di'parlmeiil of Atomic Energy, Bombay invites tenders as detailed 


15. DPS : BARC : lEE : 3456 due on 8.4.81 

Stiibili/cdOC’to DC converters wiih output voltaftc adjustable belv^ccn 
about 12 and 20V, 15 and 30V and 30 and 60V. 10 Nos. 


: DPS : NAPP : PPED : MIA : 40 due on I.4.8I 

Pneumatic Instruments corsiMirg of pressure diffcicrtiai trar^miilci 
\ Nos. Controllers, iccording couirollcts, iccorders, icceivcr irdicalois, 
j^grators etc. .''44 Nos. 

DPS : BAR( : MIA ; 14872 due on 2.4 81 

Relay Tc^l Set (Sccordaiy ( mici t; Voltage injcelion) ard accessories 
^testingdiffcrent types of proUclive relays 1* i electrical systems. 1 No. 

DPS . PPED : MIA : 648 due on 2 4.81 

Pump Vibration Scarncr. This is f<'r moriiorirg vibration on eight 
:nps. This cor'sisis of probes, alaim upil, power supply cle. J No. 

DPS : RAPS : O & M : MIA . JIO due on 3.4.81 

C'alibiation set up lorcalibialion of \ibrati<in analyser having velocity 
fgesofO.OI to 1(10 mils. 1 .set. 

DPS ; BARC . MlA ; 14865 due on 3.4.81 

^ Contamination monilois having complete solid state J.C. Ciicuilry. 
Nos. 

I DPS : BAR(‘ : lEE : 3437 due on 3.4.81 

r Digital Tcmpcraline li dicai<w in the lai'ge of— i-O to •T300‘'C with a 
.Olution t*f 0.02'C oi belle I. 1 No. 

* DPS : NAPP : PPED : M! A : 41 due on 4.4.81 

Hydrogen in air analysing and recording sysitm for H* gas present 
istivironniientaI an as per <’iii sptc. Nt>. N-132. 3 Nos. 

I DPS : PREl’KE . lEK ; 42 due on 4 4.81 

; 4096 Channel Pulse height analyser, Silicon surface barrier dcUctm 
4 vneumu system Um alpha siieclruneiric work. 4 Nos. 

DPS : R-5 ; EE : 149 due on 4.4.81 

, Electronic differential prc'snic trai ^millei with an accuracy of better 
-n x» ± .25:’,.. 4 Nos. 

DPS : KRC : lEE : K6I due on 6.4.81 

Graphite element icsislaice furnace ard accessories. Maximiun 
Iperiitiire of operation should be (i) 3 (jO()'C in inert or reducing 
aospheic. (li) I8(J0‘(' with AlijOa muffie lube. I No. 

DPS . NAPP : lEE : 31 due on 6.4.81 

Digiin I type porta hie trar spoil ca.sc micro-Ohni meter for measuring 
f resistance with diiect current. J No. 

DPS . RRC ; lEE:864due on 7.4.81 

1023 channel multichannel analyser with memory, display time-base, 
dout and X-V plotter. 1 No. 

DPS : BARC : lEK : 3426 due on 7.4.81 

/ Re.sealeh Microvcopc for iransmiiled and reflected light c.xamination 
ik built-in light source. J No. 

I^PS : PPED . Mia : 607 due on 7.4.81 

^InduslriaJ type indicating meicuiy in glass thermometer along with 
'^mowclls as per oiu detailed spccn. 54 Nos. 


16. DPS : BARC . lEE ; 3458 due on 8.4 81 

High performance dired writing oseillographie reccuder having 6 
active data tracks-f 2 cvent markers. I No. 

17. DPS ; HWP : MIA ; 737 dilc on 8.4.81 

C:ontrol panel as perour specification where number and I vpe of equip¬ 
ment to be installed in the paid is fuini.-«hcd. ! No. 

18. DPS : PREFRE : MIA : 2l3 due on 8.4.81 

High efficiency particulate air filters havit'-g capacity of I7()0 cubic 
mclrcs/hour with gasket and mild steel coaled casing. 250 Nov. 

19. DPS . PREFRE : MfA : 2l4 due on 9.4.81 

Prcfiltirs to remove normal atmospheric dust (Vtin ventilation air 
as per our detailed specification having capacity of J7(]() cubic metres per 
hour. 950 Nos. 

20. DPS : RRC : lEE : 325 due on 9.4.81 

Fission chamber with sensitivity 1 C/s/nv with Alpha baekgiound of 
less than 0.02 cps and range of upto 10* nv. 6 Nos. 

21. DPS : BARC : lEE : 3466 due on 9.4.81 

X-y/t Recorder for plotting lt>rquc-spced characfcjislies of motor 
J No. 

22. DPS : BARC : lEE ; 3354 due on 10.4.81 

Array Processor having a processing spcct —12 million floating point 
with spares and manuals. 1 No. 

23. DPS : BARC : lEE ; 3424 due on 10.4 81 

CCTV with Radiation resistance camera, video, monitor, camera 
control unit and cables. 2 Nos, 

24. DPS : BARC : IKE : 3422 due on 14.4.81 

Orbital TIG welding unit with automatic programming systems to 
control welding sequences, operational speed and other electrical 
parameters. 1 No. 

25. DPS ; RAPS : O & M : lEE : 80 due on 14.4.81 

Liquid scintillation spectrometer for tiilium and carbon-14 and set 
of quenched standards for the same. 1 No. each. 

Tender documents priced Rs. 10 each for items 2,3, 5, 6, 9, 11 J4 16 
and 21; Rs. 20 for item 4; Rs. 25 each for items 10, 12, 13, 15, 17, *19 and 
20; Rs. 35 each for items 7, 8, 22, 23 and 25; Rs. 50 for item 24; Rs. 100 
each for items I and 18 and General conditions of contracts priced 50 P. 
to all items can be had from the finance and Accounts Officer, Department 
of Atomic Energy, Directorate of Purchase and Stores, 3rd Floor, Mohatta 
Building, Paiton Road, Bombay-400 001 lie tween 10 a.m. and 1 p.m. on all 
working days except on Saturdays. Import Licence will be provided only 
if the items are not available indigenously to ail items. Tenders will be 
received upto 3 p.m. on the due date shown above and will be opened at 
4 p.m. on the same day. The right is reserved to accept or reject lowest 
or any tenders in part or full without assigning any reasons. 
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crore as on December 31, 

1 1980, Finance Minister R. 
I[enkataraman informed Rajya 
labha recently. 

I The total principal and in- 
;ercst paid up to the same 
period amounted to Rs 6,103.6 
crores and Rs 3,307.3 crorcs, 
respectively. The Minister ex¬ 
plained that the availability 
depended upon a number of 
factors and had to be esti¬ 
mated on year to year basis. 
The total amount of foreign 
aid expected to be available 
^fcslimatcd budget receipts) 
during 1980-81 is Rs 2,276.15 
crores. “Estimates of aid re¬ 
ceipts during 1981-82 will be 
known after the budget esti¬ 
mates for that year are 
finalised'’, Mr Venkataraman 
added. 

Public Deposits 

Public deposits collected by 
eight public sector companies, 
according to the latest infor¬ 
mation available, amounted to 
Rs 38.38 crore. 

The break-up is Steel 
^ithority of India (Rs 10 
re), Hindustan Zinc 
1.13 crofe), Bharat Heavy 
Electricals (Rs 8.85 crore), 
Rashtriya Chemicals and Ferti¬ 
lisers Ltd (Rs 2.07 crore), 
Hindustan Organic Chemicals 
Ltd (Rs 0.97 crore) Indian 
Telephone Industries (Rs 1.80 
crore), Indian Oil C'orpora- 
tion (Rs 8 crore) and Hindus¬ 
tan Petroleum Corporation 
(Rs 5.56 crores) 

The Minister of State for 
Finance, Mr S. S. Sisodia in- 
b Ri0.Vii Sabha that 10 

lifmblic sector enterprises were 
permitted to invite public de¬ 
posits. Of these two under¬ 
takings Hindustan Machine 
Tools and Computer Mainte¬ 
nance Corporation—have not 
yet invited public deposits. 


Foodgrains Output 

The country is poised to 
produce a record 133 million 
tonnes of food grains during 
1980-81. Rice production is 
estimated to increase to 56 
million tonnes which is about 
two million tonnes more than 
"^the previous highest produc¬ 
tion. Wheat production is also 
expected to touch a record 
level of 36 million tonnes. 


According to an official re¬ 
lease based on this perfor¬ 
mance a target of 154 million 
tonnes for production of food- 
grains is envisaged by the end 
of the sixth Plan period, en¬ 
suring a sub'^tantial growth 
rate. 

To further boost agricultural 
production, significant mea¬ 
sures concerning supply of 
inputs and strengthening of 
research and extension have 
been undertaken. The strate¬ 
gies and programmes include 
intensification of high-yielding ' 
varieties programme and other 
vital inputs for optimising 
agricultural production. 

High priority has been given 
to investment in irrigation pro¬ 
grammes and the amount has 
been raised to Rs 8,446 crores 
from Rs 3.095 crores. The 
investment in major irrigation 
likewise has been increased 
to Rs 11,810 crores from Rs 792 
crores. Besides a sum of 
Rs 1,700 crores is also ex¬ 
pected to be available from 
iii^'diluticnal sources for the 
development of minor irriga¬ 
tion. 

Hydrological Survey 

The Central Ground Water 
Board is carrying out sys¬ 
tematic hydrological survey, 
with a view to assessing avail¬ 
ability of ground water poten¬ 
tial. By the end of the Sixth 
Plan the coverage under high- 
yielding varieties programme is 
planned to reach a level of 
56million hectares, comprising 
25 million hectares under 
paddy, 19 million hectares 
under wheal and the balance 
under Jowar, bajra and mai/e. 

Among the foodgrains the 
growth rate of pulses pro¬ 
duction was rather slow, re¬ 
sulting in shortage in rela¬ 
tion to the requirements of a 
growing population. The pro¬ 
duction declined from 12.2 
million tonnes in 1978-79 to 
8.4 million tonnes in 1979-80, 
owing to severe drought con¬ 
ditions. 

However, the production is 
likely to be of the order of 
11.5 mitlion tonnes this year 
and the target for next year 
1981-82 - has been set at 12.5 
million tonnes. Production 


of pulses is proposed to he 
raised to 14.5 mi Him tcnr.cs 
by the end of the Sixth Plan. 

OAPEC Team 
in Delhi 

Wide ranging discussion on 
India’s energy problems, par¬ 
ticularly those relating to the 
area of oil exploration, were 
held between Mr P. C. Sethi, 
Union Minister for Petroleum 
and Chemicals, and visiting 
Secretary General of the Or¬ 
ganisation of Arab Petroleum 
Exporting Countries (OAPLC), 
Dr Ali Attiga, who arrived in 
the capital from Kuwait re¬ 
cently. Dr Attiga, who was 
leading a six member OAPIX' 
delegation to India for the 
first lime, was here lo acquaint 
himself with the energy situ¬ 
ation in India. It was also 
his endeavour lo identify op¬ 
portunities of cooperation bet¬ 
ween India and member coun¬ 
tries of OAPLC which include 
Bahrain, UAL Algeria, Saudi 
Arabia, Syria, Iraq, Qatar, 
Kuwait and Egypt. He added 
that in the matter of energy 
the Third World had to come 
together to face and over¬ 
come challenges. 

Mr P. C. Sethi told the 
visiting dignitary that India 
was making a determined effort 
to develop its energy sources. 
The country had developed 
great capabilities in this direc¬ 
tion particularly in the area of 
oil exploration and develop¬ 
ment and setting up of re¬ 
fineries and petrochemical com¬ 
plexes. Dr Attiga showed 
keen interest in India's ex¬ 
panding oil exploration and 
petrochemicals j^rohlcm. 

Thai Vaishet 

The Government has lied up 
Rs 185 crores of credit from 
foreign sources for the Thai 
Vaishet projec . This in¬ 
cludes Rs 30 crorcs from 
Denmark, Rs 67.5 crore from 
the United Kingdoui, Rs 60.8 
crores from Japan and about 
Rs 20 crores from Italy, as 
well as some French credit. 

This was disclosed recently 
in Lok Sabna by the Petro¬ 
leum, Chemicals and ferti¬ 
lisers Minister, Mr P. C. Sethi. 
He said that the foreign credit 


for the project had been fina* 
lised durint his recent visit 
abroad. 

He assured members that 
the Govcinnunt was already 
planning to lodge a protest 
with the World Bank for re*, 
versing ils decision to provide 
a foreign exchange loan of^ 
S250 million for the projeot/ 
The Italian and Danish 
Governments were also plan¬ 
ning lo file letters of protest 
simultaneously, since Haldor 
Topsoe was an approved con¬ 
sultant of the World Bank. 

He said that there would 
be no delay in selling up the 
project. The best possible 
technology had been selected* 
He maintained that the con*» 
sultants selected earlier, C.F. 
Braun were not in a position 
to transfer the technology 
completely. 

He said the World Bank 
did not accept the Govern¬ 
ment's selection of consultants 
because the proposed arrange¬ 
ments according to them, did 
not ensure timely and satis¬ 
factory completion of the pro¬ 
ject. The agreement therefore 
stood terminated on Decem¬ 
ber 12, 1980. 

Excise on Aluminium 
Foils 

The aluminium foil in¬ 
dustry iccently said it would 
fall sick if the Government did 
not lake immediate steps 
lo rationalise the existing ex¬ 
cise structure and reformula¬ 
ted aluminium foil import 
policy. The pica was made at 
a one-day workshop on the 
prospects and problems ol 
aluminium foil units organis¬ 
ed by the Association ol 
Indian Ihigineering Industry 
recently. 

According lo a report 
aluminium foil industry, pre¬ 
pared at the wtirkshop, thc 
present demand of foil ft 
the eoLintiy was around 65(X 
tonnes as against an existiiil 
capacity of 10,600 tonnet 
The Government planned t< 
issue letters of intent for ai 
additional capacity of 20,00( 
tonnes. The huge over capit 
city in the face of a rccedin) 
demand would lead to sickness 
it has been argued. 
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AFFAIRS 


iCtntury Fares Better 

(The Clntiirv Spinning and 
‘Manufacturing Co has turned 
jOUt good results for the year 
Unded December 1980; both 
Ithe turnover and profit are 
higher than in 1979. The 
.proposed 20 per cent dividend 
'payable on the enlarged capi¬ 
tal resulting from the one-for- 
two bonus issue made durin^i 
the year also involves a larger 
distribution than the 2^ per 
•cent paid for 1979. The divi 
dend is covered 3 76 times by 
the year’s earnings. 

• The gross profit has ris n 
fromRs 26.83 crorcs in 1979 
toRs 27.64 crorcs in 1980, 

• whereas gros.s salc> have risen 
from Rs 152.84 croics to Rs 
173.77 crorcs. Aficr provid- 

^ing Rs 5.14 crores (Rs 3.28 
•crorcs) for dcpreei.ilion, Rs 4 
I crorcs (Rs 3.87 crores) for 
investment allowance and Rs 
^6.50 crorcs (Rs 8.10 crores) for 
i taxation, the net profit works 
I out slightly higher at Rs 11.99 
/crorcs (Rs 1 1.58 crore.s). After 
, adjustments (net credits in 
respect of previous years) the 
•Jdisposablc surplus is also 
i.higher at Rs 12.44 crorcs (Rs 
,11.81 crores). Dividend will 
^bsorb Rs 3 19 crores (Rs 2.77 
crores). A sum of Rs 8.37 
Jerores (Rs 8.19 crorcs) has 
been transferred to general 
■reserve No I and Rs 87 lakhs 
(Rs 85 lakhs) to general rc- 
,serve No 2. The net block 
•has risen from Rs 61.71 crores 
at the end of 1979 to Rs 67.95 
crorcs at the end of 1980. 

'Zuari Agro 

Zuari Agio C’licmicals has 
;Shown a marked improvement 
;m its working for the year 
pended June 1980. Sales have 

g ic up by about 4.8 per c:nt 
m Rs .^9.40 cro cs in 1978- 
to Rs 62 24 enures and (he 
^loss profit is up by about 
‘10,2 per Cent from Rs 12.58 
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crorcs to Rs 14.84 crorcs. 
After providing Rs 4.21 crorcs 
(Rs 4.22 crores) for deprecia¬ 
tion, Rs 0.65 crorcs (Rs6.15 
crorcs) for investment allow' 
ance reserve, Rs 0.11 crorcs 
(nil) for contingencies and 
writing off preliminary share 
issue expenses to the tune of 
Rs 0.11 crorcs (same), there is 
a surplus of Rs 9.75 crorcs 
(Rs 2.81 crorcs). The com¬ 
pany has maintained t!ie 
equity dividend of 15 per cent 
w'ivch will absorb Rs 186.40 
lakhs. A sum of Rs 54 68 
lakhs (Rs 55.32 lakhs) has 
been transferred to genen.l 
reserve. 

Bharat Commerce 
Issues Bonus Shares 

The Directors of Bhar.it 
C’ommercc have proposed to 
issue bonus shares in the pro¬ 
portion of one share for every 
two existing equity shares held. 
In addition they have decided 
to repeat the 20 per cent 
dividend for the year ended 
December 31, 1980. As in the 
previous year, this is inclusive 
of the bonus payment of five 
per cent. 

According to preliminary 
figures sales have declined 
from Rs 72.96 crorc in the 
previous year to Rs 69.38 
crorc in 1980 and the gross 
profit from Rs 5.45 crore to 
Rs 3.98 crore. 

After providing Rs 104.42 
lakh (Rs 87.52 lakh) for de¬ 
preciation, Rs 23.40 lakh (Rs 
25.42 lakh) for irivc.stmcnt 
allowance reserve and Rs 142 
lakh (Rs 249 lakh) for taxation 
there is a net surplus of Rs 
128.29 lakh compared to Rs 
182.78 lakh. 

Out of this, the proposed 
dividend on preference and 
equity shares will together 
require Rs 52.38 lakh (same). 
After certain other adjust¬ 
ments. Rs 88.16 lakh (Rs 


130.99 lakh) has been plough¬ 
ed back to general reserve. 

Indian Rayon's Debentures 

The Indian Ra) on Corpora¬ 
tion which has achieved a phe¬ 
nomenal growth over the past 
five ycjrs with the turnover 
rising from Rs 24.10 crores 
in 1976 to Rs 60.53 crorcs and 
the gross profit from Rs 2.24 
crores to Rs 9.25 crorcs, has 
embarked on a massive Rs 65 
crore programme of expansion 
and diversification. To finance 
a part of this it is issuing secu¬ 
red. parily-convertible deben¬ 
tures worth Rs 10 crores. 

The Portland cement plant 
with an annual capacity of 
540,000 tonnes being set up in 
Karnataka forms the main 
plank of the programme, the 
total capital investment being 
estimated at about Rs 35 
crores. 

It is against this background 
and particularly because of the 
fact that the management docs 
not expect to approach the 
shareholders for additional 
finance for the programme that 
the public offer of debentures 
worth Rs 5.50 crorcs assumes 
significance. 

The debentures, each of a 
face value of Rs 100 will carry 
an interest of 12 per annum 
plus one p.;r cent, additional 
interest for any financial year 
for which the company declares 
an equity dividend exceeding 
15 per cent for the immediately 
preceding year. And it will be 
adjusted further in the light of 
such bonus issue of equity 
shares as the company may 
make. 

The debenture-holders will 
have an option to claim an 
equity share of Rs 10 each at 
Rs 20 as a result of the redemp¬ 
tion of similar amount on June 
30, 1982. The issue price for 
these equity shares will be 
lower in the event of a bonus 
issue before that date. The 
balance of Rs 80 will be re¬ 
deemed in five equal annual 
instalments after the expiry 
of eight years. 

Gujarat Narmada Valley 

Gujarat Narmada Valley Fer¬ 
tilizers Co jointly promoted by 
the Government of Gujarat 
which is taking up 26 per cent 
of the equity shares, and Guja¬ 


rat State Fertilizers Co which 
is taking up 25 per cent of the ^ 
company’s equity shares, will 
enter the capital market shortly 
with a public issue of 236.05 
lakh shares of Rs 10 each at 
par(Rs 23.61 crores). 

The proceeds of the issue will 
be utilised for financing partly 
the company’s Rs 445 crore 
giant fertiliser project being set 
up near Bharuch (Gujarat) for 
the production of 1,350 tonnes 
per day of ammonia (445,000 
tonnes per annum), of which 
1,080 tonnes per day would bcL. 
used for the production of 
1,800 tonnes per day of urea 
(594,000 tonnes per annum 
equivalent to 273,240 tonnes of 
nitrogen). The balance 270 
tonnes per day of ammonia will 
be sold. 

The ammonia plant is based 
on fuel oil as feedstock and 
when completed will be the 
world's largest single stream 
fuel oil based plant. Similarly, 
the urea plant will also be the 
word’s largest single stream 
plant. The company’s am-^ 
monia-urea complex avails of 
the latest proven and most effi¬ 
cient technology in the fertiliser 
industry. Texaco Development 
Corporation, USA, for synthe¬ 
tic gas generation process, Hal- 
dor Topsoe, Denmark, for am¬ 
monia synthetic process, Linde 
Aktiengesclischaft of West Ger¬ 
many for air separation and 
Rectisol Wash and Snampro- 
getti of Italy for know-how for 
urea plant. A significant point 
is that the technology supplied 
to the company is not on a 
turnkey basis. The technology 
has been purchased from the . 
world-renowned suppliers and 
the plant is guaranteed to ope¬ 
rate at 95 per cent of its capa¬ 
city. 

Asian Cables 

The Directors of Asian Cab¬ 
les Corporation have proposed 
to issue bonus shares in the 
proportion of one share for 
every three held, subject to the 
consent of the Controller of 
Capital Issues. They have 
also decided to maintain the 
dividend at 20 per cent 
1980. 

On sales up 30 per cent from 
Rs 16.64 crore to Rs 21.77 
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croTe, the gross proGt has 
jumped by 80 per cent lo 
jRs3.08 orore from the pre¬ 
vious year's Rs 1.70 crore. 
iiVith depreciation requiring 
lls 27.98 lakh (Rs 24.78 hikh) 
and taxation Rs 114 lakh 
(Rs 69 lakh), the profit is 
Rs 116.1 lakh compared to the 
previous year's Rs 76,9 lakh. 

The Directors have set aside 
Rs 4 lakh (Rs 10.3 lakh) for 
transfer to investment allow¬ 
ance reserve and Rs 40.31 
lakh (same) for payment of the 
proposed dividend. The dis¬ 
tribution is covered more than 
2.5 times by earnings. 

Union Carbide 

Union Carbide India Ltd has 
reported improved results for 
1980. The turnover has risen 
by 17 per cent from Rs 145 
crore to Rs 169.6 crore and 
the profit before lax is subst¬ 
antially higher at Rs 16.1 crorc 
against Rs 13.8 crore in the 
preceding ycai. 

The Directors have rccom- 
ended a dividend of 14 per 


ANOTHER MILESTONE BY *ISARC’ IN 

IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

& WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Discs-Rolled, heat-treated upto 650 mm in 
dia and 50 mm in thickness 

9 Resistance Welding TIPS and special size components forged, hoat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 
P/ease send your enquiries to : 



cent on capital as increased by 
the bonus issue in the ratio of 
one share for every two shares 
held compared with 16 per 
cent paid for 1979. In terms 
of the old capital, the propos¬ 
ed dividend works out at 21 
per cent. 

Depreciation absorbs Rs 3.7 
crore (Rs 3.2 crore) and taxa¬ 
tion Rs 8 crorc against Rs 7 3 
crorc in 1979. The profit after 
tax is higher at Rs 8.1 crorc 
against Rs 6.5 crore in 1979. 

The allocation for investment 
allowance reserve amounts to 
Rs 2 crore (Rs 32 lakh) and 
after writing back Rs 66 lakh 
being development rebate re¬ 
serve and investment allow¬ 
ance reserve no longer requir¬ 
ed (Rs 12 lakh), the amount 
available for appropriation is 
Rs 6.8 crorc (Rs 6.3 crore). 
The proposed equity divid»:nd 
will absorb Rs 4.56 croie 
against Rs 3.48 crorc. 

W.S. Insulators 

W.S. Insulators of India 
Limited which has reported 
good results for the year end¬ 


ed Septemper 30, l980 has 

maintained the equity dividend 
at 15 percent. The increase 
in sales was mainly due to the 
Bangalore unit which raised its 
share to Rs 2.22 crorc from 
97.83 lakh. Interest charges 
rose to Rs 63.21 lakh from 
Rs 57.52 lakh. Amount set 
aside for depreciation is Rs 26 
lakh (Rs 24.60 lakh) and in¬ 
vestment allowance Rs 4.38 
lakh (Rs 4.91 lakh). Provision 
for taxation has been raised to 
Rs 105 lakh (Rs 34 lakh.) 
Transfer to general reserve 
is Rs 4.06 lakh (Rs 6.20 lakh) 
and general reserve Rs 50 lakh 
(same). 

The company proposes to 
increase capacity to 12,000 
tonnes annually ar.d arrange¬ 
ments have been made for 
securing the required plant 
and machinery As part of 
its diversification programme, 
a technical know-how agree¬ 
ment has been concluded with 
West German interests for 
manufacturing high voltage 
cutrent and potential trans¬ 
formers. It is also being exa¬ 


mined how the modcrnisatioii 
and rehabilitation programme 
can be completed. 

Jayant Vitamins 
Skips Dividend 

The Directors of Jayant Vita¬ 
mins Ltd have proposed to 
skip the dividend for 1980.' 
No dividend was paid for the 
previous year also. Even, 
though the turnover increased 
from Rs 498.55 lakh to Rs 
205.41 lakh, the company 
suffered a loss of Rs 28.85 
lakh as against a profit ofRa 
60.98 lakh in the previou$ 
year. Provisions are Rs 29.69 
lakh (Rs 33.69 lakh) for depre¬ 
ciation and Rs 6.50 lakh (Ra 
86.25 lakh) for development 
rebate reserve and investment 
allowance reserve. A deficit 
of Rs 143.65 lakh after adjust¬ 
ments is carried forward. 

Punjab United Pesticides 

Punjab LJiiited Pesticide* 
an<l Chemicals Ltd has made 
a gross prufil of Rs 23.75 lakb 
for the year 1979-80 against 
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/ 44.7^ lakh in 1578-79. 
After providing Rs 11.76 lakh 
>tRs 12.45 lakh) for deprecia- 
v^ion and Rs 0.69 lakh (Rs 
‘''iO.62 lakh) for investment 
allowance reserve, the net 
profit comes to Rs 8.30 lakh 
(Rs 31.70 lakh). The Directors 
have recommended payment 
of dividend at the rate of Re 
0.80 a share aggregating to 
Rs 6.00 lakh subject to de- 
' duction of tax (as against Rs 
1.20 a share for the year 
1978-79). General rc.serve gets 
Rs 2.37 lakh (Rs 2?.75 lakh). 
Sales turnover of the company 
amounted to Rs 159.76 lakh 
as compared with sales turn' 
over of Rs 182.20 lakh in the 
previous year. 

Ravalgaon Sugar 


Sales of the Ravalgaon 
Sugar Farm Ltd, Bombay, in¬ 
creased from Rs 648.17 lakh 
to Rs 672.89 lakh in the year 
ended September 1980, but the 
company suffered a loss of Rs 
77.17 lakh (loss of Rs 49 88 
lakh), after providing Rs 27.76 
lakh(Rs 20.57 lakh) for de¬ 
preciation, nil (6.35 lakhs) for 
investment allowance and 
after other adjustments. 

' The sugar factory started 
I crushing on November 13, 
1979, and stopped it on March 
* 10, 1980, with the duration 
i of only 83 days (126 days in 
I the previous season). The total 
(sugarcane crushed was 
,102,309 tonnes (148,570 ton¬ 
nes). The sugar recovery was 
t^also lower at 9.37 per cent 
lUlO.lO). 

In the current season, crush- 
-ring was started on November 
jl6, 1980. The company has 
'^produced so far 80,650 quintals 
at an average recovery of 9.98 
per cent. 

iOhrangadhra Chemical 


• Dhrangadhra Chemical 
‘Works Lid, a leading producer 
*of caustic soda and soda ash 
Hn the country, is planning to 
‘diversify its manufacturing 
activities. The company pro- 

.tposes to undertake the manu- 
.nacturc of stainless steel sheets 
jjand glyoxal. The company is 
peeking clearance from the 
■Monopolies Commission for 
fcoih these projects. 

* The plant for the manufac- 

1 
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ture of stainless steel sheets 
with an annual capacity of 
1,200 tonnes is proposed to 
be set up at Sinnar in Nasik 
district of Maharashtra State. 
The cost of the project is 
estimated at Rs 3 crorc. 

The factory for the manu¬ 
facture of glyoxal with an 
annual capacity of 1,000 
tonnis is proposed to be locat¬ 
ed at Pen in Kolaba district 
of Maharashtra. The cost of 
the project is estimated at Rs 
1 30 crore. 

Goodyear Tyre 

The Chairman of the Good¬ 
year Tyre and Rubber Co. 
Mr Charles J. Pilliod Jr, 
Akron, Ohio, has expressed 
the view that the federal tax 
relief promised by the new 
a 'ministration would lea l (o a 
modest recovery in the lyic 
business in the second half of 
1981. 

“As it appears the US rc- 
ces ion will continue well into 
the new year, with a turn-up 
expected no cerlicr than the 
third quarter. Improvement 
in the US tyre industry, which 
is closely aligned with the US 
auto industry would be rather 
modest,” Mr Pilliod said. 

Based on the current vehi¬ 
cles sales estimates received 
from the auto industry for 
1981, “we can expect 
the market for original equip¬ 
ment auto tyres to increase by 
4.7 million to 42 million as US 
vehicle production gets back 
on track,” he said. As US 
cars approach foreign brands 
in full efftciency, domestic auto 
production is forecast to rise 
by 12 per cent in 1981. 

During 1980, he said, Good- 
year’s US tyre operations 
were profitable despite a 27 
per cent slump in demand for 
original equipment tyres and 
13 per cent decline in industry 
shipments of renewal tyres. 

Tungabhadra's Sales Up 

Sales and other income of 
Tungabhadra Industries Lid, 
Secunderabad, mounted from 
Rs 4074.50 lakh to Rs 4384.43 
lakh in the year ended 
September 1980. The gross 
profit jumped from Rs 31.65 
lakh to Rs 87.66 lakh. The 
provisions arc Rs 12.32 lakh 


(Rs 12.56 lakh) for depreciation, 
Rs 56,000, tRs 5 lakh) for in¬ 
vestment allowance reserve, 
Rs 47 lakh (Rs 3.45 lakh) for 
taxation, Rsl2 21 lakh (Rs 
1.25 lakh) for general reserve, 
and Rs 11.33 lakh (Rs 8.31 
lakh) for equity dividend at 15 
per cent. 

Production of vanaspati and 
refined oil declined from 35,642 
tonnes to 33,709 tonnes due 
to shortage of power and coal. 
Hxport of groundnut extrac¬ 
tion increased from Rs 73 lakh 
to Rs 113 lakh. The total ex¬ 
ports, however, declined from 
Rs 185 lakh to Rs 150 lakh. 

The net sale proceeds of 
shares in Philagro Edible Oils 
Inc, including interest, have 
been received in full. The 
joint venture project for the 
manufacture of viscose staple 
fibre in Indonesia is under an 
advanced stage of implemen¬ 
tation. 

Gwalior Sugar 

Sales of the Gwalior Sugar 
Co. Ltd, increased from Rs 
420.98 lakh to Rs 632.67 lakh 
in the year ended June 1980. 
But the company’s net profit 
declined from Ks 21.90 lakh 
to Rs 12.43 lakh, after provid¬ 
ing Rs 4.31 lakh(Rs 1.14 lakh) 
for investment allowance 
reserve, Rs 16.49 lakh (Rs 
9.72 lakh) for depreciation. 
A sum of Rs 9.92 lakh (Rs 
19.40 lakh) has been transfer¬ 
red to the general reserve. 
Dividend at 10 per cent on 
15,939 equity shares will claim 
Rs 159,390. 

The total quantity of cane 
crushed came to 963,573 
quintals during 99 days 
(2,00,90,693 quintals in 214 
days). The recovery improved 
from 9.25 per cent to 10.10 
per cent. 

The company is facing a 
critical current year on ac¬ 
count of extreme paucity 
and poor supply of sugarcane 
and substantial increase in the 
price of cane and in the costs 
of transportation. The supply 
of cane to company in the 
current season has dropped to 
one fourth of the supply avail¬ 
able in 1977-78 and 1978-79. 
The current year’s results arc 
therefore bound to be adver¬ 
sely affected. 




570 


Capital G Bonus Issue 

Seven companies have been"'^ 
allowed to raise capital. The 
details are as under : 

Further Issues 

(1) U.P. Twiga Fibre-Glass : 
Fresh issue of equity shares 
worth Rs 81,05 lakh for cash 
at par. The proceeds are to 
be utilised to meet, in 
part, the over-run in the exist¬ 
ing project for the manufacture 
of fibre-glass. 

(2) The Premier Cable Com-, 
pany : Fresh issue of equify 
shares worth Rs 57 lakh to the 
existing equity .shareholders as 
rights, for cash at par. The 
proceeds are to be utilised to 
finance, in part, the cost of the 
project for the manufacture of 
cross linked polyethylene ca¬ 
bles. 

(3) Good lass Nerolac Paints: 
Issue of eqirly shares of 
Rs 108 lakh for cash at par on 
a rights basis. The proceeds 
arc to be utili.scd as part fin¬ 
ances for the company’s mod--^. 
erni^ation programme. 

(4) Karnataka Blades : 
Ra-’sing of (quity shares worth 
Rs 350 lakh for cash at par. 
The proceeds are to be utilis¬ 
ed to partly finance the manu¬ 
facture of razor blades and 
shaving system in collabora¬ 
tion with Wilkinsons Sword 
Limited, UK. 

(4) Pennar Papers : Issue of 
equity shares worth Rs 54 
lakh for cash at par privately. 
The proceeds are to be utilised 
to partly finance the paper 
project to be set up in Andhra . 
Pradesh. 

(6) Sihronics ffndia): Issue 
of equity shares worth Rs 120 
lakh, for cash at par. The 
proceeds are to be utilised to 
meet in part the cost of the 
project for the manufacture of 
silicon single crystals and wa¬ 
fers to be set up in Tamil 
Nadu. 

(7) Perfect Circle Victor : 
Issue of preference shares 
worth Rs 25 lakh for cash at 
par to Lie and GIC, includ¬ 
ing its subsidiaries. The pro¬ 
ceeds will be utilised partly fo*./ 
the company's modernisation 
programme and partly for the 
working capita] requirements. 
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STATISTICS 

^^'holesak‘ Price Mo\ernenis 


index Number of Wholesale Prices 
(Base : 1970 100) 

Weight for the Week I-nding Percentage chanec over 

Major C’jioup/Ci.^'iip lion to 7-2-SI 31-1-81 10-1-81 13-12-80 9-2-80 A vvttk 4 weeks 8 weeks A 
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ALL C OMMODTTIES 

100(1.00 

265.2 

263.4 

258.9 

256.3 

230.7 

0.7 

2.4 

3.5 

15.0 

f. Primary Articles 

416.67 

251.4 

248.7 

243.7 

240.5 

216.7 

I.l 

3 2 

4.5 

16.0 

1 (a) Food At tides 

297.99 

219.1 

216.1 

212..5 

211.1 

187.9 

1.4 

3.1 

3.8 

16.e 

(b) Non-i'ood Articles 

106.21 

2.34.5 

232.0 

229.8 

221.1 

205.4 

I.l 

2.0 

6.1 

14.: 

(c) Minerals 

12.47 

1168.8 

1168.8 

1107.8 

1108.0 

lOOO.i 


5.5 

5.5 

16,5 

H. Fuel, Power, Light and Lubricants 

84.59 

385.8 

385.8 

356.2 

356.2 

303.5 


8.3 

8.3 

27.] 

in. Manufactured Proudcis 

498.74 

256.2 

255.0 

255.0 

252.5 

230.0 

0.5 

0.5 

1.5 

11.^ 

(a) Food Products 

133.22 

298.0 

294.9 

296.7 

288.8 

242.7 

I.l 

0.4 

3.2 

22.! 

(b) Beverages, Tobacco and Tobacco 
Products 

27.08 

214.5 

214.1 

214.1 

214.1 

191.2 

0.2 

0.2 

0.2 

12. 

(c) Textiles 

110.26 

211.5 

211.0 

210.8 

210.1 

209.4 

0.2 

0.3 

0.7 

1 . 

(d) Paper and Paper Products 

8.51 

262.0 

262.0 

262.0 

262.0 

256.2 

--- 

.... 


2. 

(e) Leather and Leather Products 

3.85 

380.6 

380.6 

380.6 

379.6 

35.^. 3 

- 


0.3 

7. 

(f) Rubber and Rubber Products 

12.07 

254.5 

254.0 

254.0 

254.2 

228.6 

0.2 

0.2 

0.1 

11. 

(g) Chemicals and Chemical Products 55.48 

250.8 

249; 7 

247.8 

247.3 

213.6 

0.4 

1 .2 

1.4 

17;' 

(h) Non-mctallic Mineral Products 

14.15 

287.9 

287.1 

287.3 

281.3 

262.0 

0.3 

0.2 

2.3 

9. 

(i) Basic Metals, Alloys and Metal 
Products 

59.74 

271.4 

271.0 

269.5 

269.5 

259.4 

0.1 

0.7 

0.7 

4": 

(j) Machinery and Transport Equip¬ 
ments 

67.18 

243.1 

242.8 

242.1 

242.5 

225.5 

0.1 

0.4 

0.2 

7 , 

(k) Miscellaneous Products 

7.20 

227.6 

227.1 

233.2 

227.1 

221.0 

0.2 ( 

)2.4 

0.2 

2I 


Source ; OlUce of the Economic Adviser, Ministry of Industry. Government of indt^ 
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Movements in Consumer Prices : 1975—1980 

(Monlhly Averages or Calendar Months) (Index Numbers with Base: 1960= 100) 

l'“or Industrial Workers f or Uiban Non-manual Employees 

l^Ycar/iVlunlh - -- - - - - -. - ...— -- 



All-India 

Bombay 

Calcutta 

Delhi 

Madias 

AIMndia 

Bombay 

Calcutta 

Delhi- 
New Delhi 

Madras 

1975 


303 

258 

33 - 

32; 

2/; 

24C. 

24! 

273 

310 

197(i 

296 

20.1 

201) 

.128 

285 

27.3 

2:4 

217 

272 

292 

1977 

.^21 

3i:i 

518 

.1 i 

3' )6 

292 

266 

262 

286 

307 

J97S 

329 

323 

32v) 

.'Vl ’• 

316 

2.04 

2SI) 

275 

298 

318 

1979 

.350 

31/ 

345 

.’.82 

311 

.321 

306 
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316 

341 

1980 

390 

390 

57.8 

4lfi 
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.359 

3."i9 

??2 

.343 
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375 
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.195 

370 
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324 

305 
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365 
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.371 

376 

357 

396 

362 

311 

323 

302 

327 

365 

Fcbiuary, 19S() 

369 

37 i 

348 

59 t 

362 

341 

322 

.301 

324 

362 

March, PASO 

373 

375 

356 

59;: 

36) 

343 

324 

306 

.327 

363^ 

Apiil, 1980 

.375 

381 

362 

4)1 

.361 

.345 

329 

.306 

330 

364 

May, I9S() 

.382 

385 

371 

4i)y 

3.) 7 

350 

.335 

312 

336 

369 

■June, 19SI) 

386 

389 

375 

412 

371 

.355 

339 

314 

3.39 

373 

1 July, 1980 

.394 

309 

381 

42) 

383 

363 

342 

.s20 

3;i| 

380 

August, 1980 

397 

396 

38'/ 

428 

384 

368 

345 

330 

3.58 

384 

September, 1980 

402 

391 

306 

430 

.381 

370 

345 

3.39 

35.5 

.385 

October, 1980 

406 

400 

393 

4.LS 

388 

375 

3.S6 

.342 

.357 

389 

November, 1980 

411 

402 

397 

430 

398 

.378 

354 

.346 

359 

.397 

December, 1980 

408 

408 

379 

430 

401 

376 

353 

.341 

355 

405 


Sources ; Labour Bureau (Ministry ol‘ Labour), Government of India anil CSO, Ministiy of Planning, Government of India. 
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Industries 

' , Weigh! 

100 00 

M ()‘1 

SI OS 

9 25 

12 .".S 

15-25 

20 95 

11 52 

5-41 

28-11 

55 -68 

21 -93 

12-86 

10 79 

18-51 

;|l975 

119 2 

127-9 

]lr> 0 

I5.S 6 

129-0 

150 1 

115 -7 

107 -4 

I0(i 0 

107 6 

106 1 

123-1 

128 -9 

116 1 

1.12 0 

1976 

l.3t 7 


no ^ 

164-5 

l!7 5 

in-x 
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IIS-4 

120-0 

II8-2 
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135 -4 

157-0 
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'■ .1977 
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IV) <) 
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155 0 
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I 4-^ S 

161 -4 
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‘1978 

147 H 
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I5X -1 
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\u S 
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115 I 
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121 -6 

1.57-7 
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1 h, 0 
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154 0 
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146-1 
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I4S 2 
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159 -6 
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160 3 
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211-7 
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117-7 
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143 4 

141 0 

nx -7 

187 1 

158 7 

159 5 

158-5 

124-5 

154-5 

120 -9 

118-7 

1.54 7 

129 -3 

129-5 

164-4 

WXO 

141 2 

l.tO 0 

nx 6 

176-5 

150 7 

J64 -6 

136-7 

125-9 

159 -6 

121 -8 

IIX-0 

159 -2 

162-8 

131 -6 

155-7 

‘^uly, 19S() 

147 9 

LL5 0 

141 9 

196-4 












®Aubum. 19X0 

148 4 

150 0 

14-1-4 

202-5 












.'feptember, 19X0 

149 3 

L54 0 

144-6 

206 -6 












i%Mobcr, 1980 

151 2 

145 0 

145 -5 

212-1 












*Novcmbi;r, 19X0 

155 2 

140 -0 

150 -4 

214 0 













Note- Figui cs for the hst thw months are provisional and railv subject to revision. *Dcrived series (R.B.l. Cla.Ssif]cation). Revisions are carried 
out 111 the group indices as and when advised by the C'.S.O. 0C oniists of c«*al and lignite, petroleum crude and products, and electricity. 

Original Source: Central Statistical Organisation. 
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Statement of Affairs of the Reserve Bank of India : 1975*76 to 1980-81 

(Issue and Bankinj/, Departments Combined) 


(Rs. C i(Mes) 


L 1 A B 1 I- I T 1 R S Total A S S F T S 


As on last Friday/ 
Friday 

Notes 

in 

Circula¬ 

tion 


Deposiis 


Otl:cr 

liabil.- 

ties 

lies, 

Assets 

I [ 2 , 3 

1 olal 

5 to 1 1 

Foicign Gold 

1 xehaiige Com 
Assets* and 

Bullioi 

(iovern- 

ircnt 

of India 
Rupee 
Secuinies 

Loans and Advances 

Bills 
Puie 
ha sec! 
ami 
Dis¬ 
counted 

Invesi- 

mciiis 

Other 

Asset.s® 

Total 

O/ which 

Central Scheduled 
and Commei- 

Statc cial 

Ciovern- Banks 

me Ills 

Total 

Of ahich 

Slate 

(iovern- 

mcnls“ 

Sehe- 

duled 

Com- 

mcreia 1 
Banks 


(1) 

(2) 

(2a) 

(2b) 

(3) 

(!) 

(5) 

(()) 

17) 

(8) 

t'oi) 

(Mo 

(9) 

(10) 

-I'lL 

1975-76 

6,5.35 

2.9 n 

671 

607 

2,137 

J 1,585 

1,518 

18.3 

(.,10-> 

2,053 

30-1 

/9,S 

7 39 

441 

544 

1976-77 

7,7d3 

3,664 

3.'-.r“ 

Mdb 

2,213 

1.3,620 

2.7f)S 

188 

(.,500 

2,4 31) 

327 

9(.7 

531 

215 

98l!l 

1977-78 

8,602 

6,287 

2,771 

l,67t 

2.927 

17,816 

3,8X9 

lot 

0.645 

2,100 

402 

331 

2,809 

1,077 

1,0% 

1978-79 

10,267 

4,876 

723 

2,631 

3,222 

18,.365 

■1,!>55 

219 

7,306 

2,351 

170 

516 

1,675 

M52 

1,24(1 

1979-80 

11.820 

.s,863 

710 

3,63-1 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

7 39 

\5h. 

1,255 

1.4(W 

June. 1980 

12,366 

6,S81 

1,910 

3,295 

1.173 

23,120 

■1.4X8 

22 S 


.2,571 

328 

488 

3,948 

857 

l,4fl8 

September, 1980 

11,827 

0.210 

1,188 

3,53-:- 

J.747 

22,784 

4,811 

225 

9,0 ;6 

2,706 

337 

458 

3,-149 

1,MS 

I..361 

November, 1980 

12,782 

5,610 

155 

3,933 

d,d(»0 

22,852 

■-1,599 

220 

11,393* 

2,998 

459 

■1X3 

1,903 

305** 

I,.169 

Deccmbei, 1980 

12.917 

5,485 

81 

1,909 

4.S87 

22,988 

4,-144- 

226 

II,6r.S* 

3,055 

4'>0 

519 

1,861 

362** 

l,.175 

January 2, 1981 

12,997 

5,732 

127 

•!,085 

‘'1,072 

23,40.2 

■1,394 

220 

11.947'' 

3,038 

351 

539 

1,930 

369** 

1,493 

January 9, 1981 

13,208 

5,851 

673 

3,699 

•1,789 

2.3,848 

4,38 3 

226 

12,036* 

3.113 

929 

517 

2,231 

370** 

1,491 

January 16,1981 

13,287 

6,188 

837 

3,924 

‘1,885 

74,.360 

4.106 

220 

1 ’’ (*■' 

3,156 

■1o2 

518 

2,675 

368** 

1,485 

Jajiuary 2.^, 1981 

13,132 

5,919 

720 

3,796 

.\9I3 

23,965 

4.178 

2.26 

11,251 + 

3,115 

■M? 

M9 

2,997 

369* + 

1,496 

January 30. 1981 

13,074 

6,169 

980 

3,757 

■1,852 

24,095 

4,4S0 

226 

11,052+ 

3,142 

115 

516 

3,321 

374+* 

1,501 

FcbruaiyF>. 1981 

I3.3.M) 

6,123 

(»7I 

4,031 

5,017 

24,490 

4,5 30 

226 

11,4X2 + 

3,119 

41-1 

522 

3,25 3 

37.-1++ 

1,501 

A year ago 

11,611 

4,9^6 

249 

3,204 

3,798 

20.344 

4.795 

225 

9,064+ 

2,712 

191 

597 

1,691 

551+* 

1,357 


* Foreign securities plus balances held .ibioad. I he latlei includes cash, shoia term sccuiiiies and lised deposiis. - Including iemp‘nary oveidrarts. 
Including rupee coins and Ciovernment ot India one rupee noies Includinglicasui> bills ** IncliidcN investments in foreign sliaics/bonds 
but escludes those in rupee securities. 


All Scheduled Commercial Batiks^ -Business in India : 1975-76 to 1980-81 


Deposits Borrow- Cash in hjiid and 

As on last Friday.' - mgs Balances wnh 

Friday Demand^'Iime| Aggre- from Rescive Hank- 

gale Reserve . 

Hank* ( ash Balances I oial 
in with M\ .)b 
hand Re-,eive 
Hank- 



(la) 

(lb) 

(1) 

(la 111 ) 

(2) 

(k) 

(3b) 

(3) 

liif5-76 

5,817 

S.33S 

14,155 

798 

305 

607 

912 

1976-77 

6,943 

10,623 

17,566 

967 

354 

1,146 

l,si).> 

1977-78 

8,867 

13,344 

22,211 

331 

469 

1,674 

2,141 

1978-79 

IO,.388 

16,628 

27,016 

546 

557 

2,634 

3.191 

1979-80 (PR) 

11,079 

20,705 

31,785 

739 

617 

3,6.14 

4,.1>2 

June, 1980 (PR) 

10,631 

22,652 

33,283 

488 

757 

3,295 

4,051 

Sept., 1980 (PR) 

10,471 

23,898 

34,370 

458 

672 

3,514 

4,2()r> 

November, 1980 

6,943 

28,261 

35,204 

483 

732 

3,931 

4,<)()5 

December, 1980 

7,274 

28,874 

36,149 

519 

734 

3,909 

4.6-11 

January 2,1981 

7,478 

29,245 

36,724 

539 

775 

4.085 

4.860 

January 9,1981 

7,578 

29,330 

36,909 

517 

785 

3,699 

4,4X4 

January 16,1981 

7,728 

29,370 

37,098 

518 

742 

3.924 

4,66i> 

January 23,1981 

7,442 

29,461 

36,903 

519 

730 

1.796 

4,526 

January 30,1981 

7,450 

29,558 

37,008 

5;6 

662 

1.757 

4,4 FJ 

February 6,1981 

7,562 

29,527 

37,090 

522 

743 

4,031 

4,773 

A year ago 

11,123 

20.009 

31,133 

597 

609 

3,204 

3,813 


(Amounts m Rs. ('iore$) 
Inve.tmcnts Hank ( ledit Seleel Ratios (in per cent) 


(iovcni' 

Other 

Total 

lutal 

Of M hnh 

( as!i 

Invest¬ 

C ledil 

Food 

mcnr 

Ap- 

(41 4b) 


1 ood 

U) 

ment 

til 

Credit 

Seen 11- 

p roved 



( ici4is 

1 )epoat 

to 

Deposit 

to 

tics'* 

Seem i- 





Deposit 


Total 


lies 







Bank 









Credit 

(4a) 

(4b) 

(4) 

(5) 

(5a) 

(6) 

(7) 

(8) 

(^) 

1,283 

1,324. 

4,607 

10,877 

1,521 

6 -4 : 

12 -55 

76 -84 

13 ‘98 

3,930 

1,606 

5.516 

1.1,173 

2,190 

8 s4 

31 -52 

74 -99 

16-02 

.X,9(l7 

1,990 

7,897 

14,9.19 

1.984 

9 -65 

15 -55 

67 26 

13-28 

6,621 

2,4X8 

9.109 

17,795 

.1,210 

11-81 

31 72 

65 -.xy 

12-42; 

7.429 

3,190 

10,619 

21,546 

.,:,I05 

1 1 -38 

11 ;i 

67 -79 

9-77 

8,462 

3,3fv4 

11,825 

22,053 

2,414 

12-17 

15 51 

1)6 26 

10-5)5 

9,.145 

3,589 

12.934 

22,090 

1,847 

12 24 

.17 -61 

64 -27 

«•% 

9,389 

3,733 

11,121 

21,116 

2,007 

11 25 

17 27 

65 -66 

S-6$i 

8.983 

3,870 

12,851 

23,767 

2.015 

12 84 

3 s S(, 

66 -75 

8-5d: 

9,106 

3,906 

13,012 

24,272 

2.066 

M 2t 

15 4.1 

(.6 -09 

8-51 i 

9,252 

3.909 

13,161 

24,318 

2.091 

12 15 

15 -66 

65 -89 

8-61'- 

9,107 

3,915 

13,023 

24,415 

2,111 

12-58 

35 -10 

65 SI 

8 -65 i 

9,288 

.1,9)6 

11,204 

24.377 

2,149 

12 26 

35 -78 

66 06 

8 -82 : 

9,261 

3,919 

11,180 

24.487 

2,161 

1 I -94 

35-61 

66-17 

8 -si: 

9,542 

3.919 

13.461 

24,572 

2.072 

I2-S7 

36 -29 

66 -25 

8-43 

7,409 

3.046 

10,455 

21,228 

2,594 

12-25 

33 -.58 

08 -18 

l2-22[ 


(PR) = Partially Revised. * Inclusive of the figiiics pertaining to Regional Rural Hanks, t On various dates commencing from January 1978 a niimbet 
of scheduled commercial banks have classilkd a larger propoiiion (»f their savings dcpnais as time dcp{>siis and a smaller piopoitu-.i U'. demand 
deposits. ^ As available in the Reserve Bank records. * As pci the siulcmcnt of ailaii.s of the Reserve Bank of India. '* At book value including 
treasury bills and treasury deposit receipts etc. 
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(Rs. Crores) 



1975-76 

,1976-77 

I977-7S 

l97cS-7^> 

1979-SU 
April, I9S0 
May, 1980 
' June, 1980 
July, 1980 
August, 1980 
September, 1980 
October, 1980 
November, 1980 
' December, 1980 
January 2, 1981 
' January 9,1981 
‘ January 16. 1981 
J January 23,1981 
'' January 30, J981 
, A year ago 


Money Stock Measures 

C'lirrcncy with Deposit Money Post Time Total 

the Public of the Public Mi" OlUcc M» Deposits M, Post M 4 

- - - — -- (Total : Savings (Total : with (Total : OlTice (Total: 

Total Oj which: Total Of which 1+2) Hank 3 + 4) Banks 3 + 6 ) Deposits 7 + 8 ) 
Notes in Deniaiul Deposits 

circulation Deposits 

wiihlianks 


(1) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(^) 

(6) 

(7) 

(8) 

(9) 

6,704 

6,492 

6,439 

6,385 

13,143 

1,475 

14,618 

9.143 

22,286 

.3,179 

25,465 

7.873 

7,700 

7,7->6 

7,636 

15,609 

1,537 

17,146 

11,671 

27,280 

3,607 

30,887 

8,631 

8,559 

9,752 

'>,683 

18,383 

1,677 

20,060 

14.522 

32,905 

4,130 

37,035 

10,212 

10,224 

1 lV)07 

11.405 

21,819 

1.850 

23,669 

18,071 

39,890 

4,777 

46,667 

11,686 

11,777 

12,703 

12,292 

24,389 

2,007 

26,.396 

22,435 

46,824 

5,628 

52,452' ‘ 

12,151 

12,276 

12,777 

12,461 

24,928 

2,049 

26,977 

22,957 

47,885 

5,687 

53,572 

12,343 

12,499 

12.511 

12,280 

24,854 

2.033 

26,887 

23,398 

48,252 

5,730 

53,982 

12,098 

12,323 

12,140 

11,900 

24,238 

2,020 

26,258 

24,428 

48,666 

5,763 

54,429 

11,847 

11,979 

12,027 

11.707 

23,874 

?,()26 

25,9(K) 

24.843 

48,717 

5,817 

54,534 

11,691 

11,848 

11,969 

11.715 

23,661 

2.033 

25,694 

25,.356 

49,017 

5,865 

54,882 

11,693 

11,784 

11,920 

11,740 

23,563 

2,033 

25,596 

25,674 

49,237 

5,865 

55,102 

12,199 


10,471 

10.313 

22,670 



27,810 

50,480 



12,530 


8,500 

8.251 

21,030 



30,089 

51,119 



12,663 


8,810 

8,579 

21,473 



30,701 

52,174 



12,698 


9,059 

8,826 

21,757 



31,067 

52,824 



12,904 


9,100 

8,888 

22,004 



31,164 

53,168 



1 3,026 


9.201 

9,042 

22,227 



31,205 

53,432 



12,877 


8,881 

8,766 

21,758 



31,388 

53,066 



12,888 


8,914 

8,770 

21,802 



31,399 

53,201 



11,193 


12,636 

12,.327 

23,829 



21,701 

45,530 




'^On various dales starting from January 1978, a number of scheduled commercial banks have classilied a larger proportion 
of their savings deposits as time liabilities (deposits) and a lower proportion as demand liabilities (deposits). 

Sources of Change in M^ (R.s. Crorcs) 


As on lusi 1 lidiiy/ 

Net Rank C'redii to 

Bank C redit io 


Net J 'oieign Lxeliangc 

Crovern- 

Banking Sector’s Net 


Fridav 

Government 

t omrncrcial Seeioj* 

Assets of Banking Sector 

meat’s 

Non-monetary Liabilities 



— 

- ■ -- 

-- - 

- - - 

— - - 

- — 


— 


Currency ((3thcr than 1 ime Deposits) 

M. 


KlU's 

Othei 

Total 

RBls 

Olher 

Total 

RBI’s 

Other 

I'olal Liabiiiucs 

— . 

.— - 

—.. 

(1 1 2 


Ncl 

Hanks' 

tia ' Ho Credit 

Banks’ 

(2a ! 2b) 


Banks’ 

(3a i 3b) 

to the 

of RBI Residual 

Total 

3f4 1- 


C. ledil 

t I edit 



C rcdil 





Public 



{5a i 5b) 

-5) 

r 

(la) 

(lb) 

(1) 

(2a) 

(2h) 

(2) 

(.4a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

1 197y-76 

6,097 

3,414 

10,1 U 

721 

14,671 

1532 

1,078 

15 

1,094 

555 

2,577 

2,290 


22,286 

\ 1976-77 

0,920 

4,090 

11,022 

887 

17,617 

J8»50^ 

2,.542 

70 

2,471 

568 

2,833 

2,451 

5,284 

27,280 

j 1977-7N 

7,387 

0,083 

13,470 

9.54 

20,208 

21,222 

4,-532 

87 

4,445 

593 

3,452 

3,373 

6.825 

32,905 

t 1978-79 

8, SOS 

0.823 

15,391 

1,248 

25, KM) 

25,348 

5,506 

72 

5,434 

603 

.1,312 

3,574 

6,886 

39,890 

1 1979-80 

11,534 

7.081 

19,215 

1,547 

29,101 

30,648 

5,4')4 

72 

5,422 

592 

3,930 

5,124 

9,054 

46,824 

E April, 1980 

I2.‘157 

8,342 

20,K00 

1,504 

29,141 

.30,644 

5.091 

-72 

5,019 

594 

3,070 

5,502 

9,172 

47,885 

} May, 1980 

i:,o«i 

8,320 

2I,(M)1 

J,532 

29,171 

30,903 

5,115 

- 72 

5,043 

597 

3,808 

5,484 

9,292 

48,252 

j June. 1980 

12.122 

8,724 

21,145 

1,561 

29,701 

31,264 

4,967 

■ 72 

4,895 

597 

3,856 i 

, 5,378 

9035 

48,666 

\ July, 1980 

12,850 

8,802 

21,658 

1,504 

29,882 

31,386 

4,842 

-72 

4,770 

597 

i4,l35 

.5,559 

9,694 

48,717 

t August. I9S0 

12,132 

9,141 

21,473 

1,496 

29,750 

31,252 

5,2.14 

-72 

5,162 

597 

3,976 

.5,491 

9,467 

49,017 

j September, 1980 

12,501 

9,007 

22,108 

1,521 

29,964 

31,485 

5,095 

--72 

5,023 

597 

4,483 ! 

; 5,493 

9,976 

49,237 

1 October, 19X0 

12,903 

9,108 

22,211 

1,524 

30,607 

32,191 



4,880 

596 

3,617 

5,7«l 

[ 9,398 

50,480 

^ Novell!bei. I9S0 

1 ^022 

9,071 

23,293 

I.60I 

31,074 

32,675 



4,822 

600 

4,145 

6,126 , 

10,271 

51,119 

1 December, 1980 

n,87l 

9,264 

23,135 

1,623 

31,900 

33,589 



4,663 

600 

[4,257 

5,556 

9,813 

52,174 

1 January 2,1981 

14,129 

I 9,383 

2.1,512 

1,624 

32,555 

34,179 



4,621 

597 

4,238 

, 5,847 

10,085 

52,824 

i January 9, 1981 

14,045 

9,527 

23,572 

1,624 

32,591 

34,215 



4,611 

601 

4,343 

5,488 

9,831 

53,168 

January 16.1981 

14,308 

9,382 

23,750 

1.622 

32,096 

34,318 



4,632 

601 

4,446 

5,423 

9,869 

53,432 

January 23, 1981 

14,002 

9,563 

23,565 

1,625 

32.717 

34,342 



4,705 

596 

4,483 

5,659 

10,142 

53,066> 

January 30,1981 

13,800 

9,536 

23,396 

1,627 

32,838 

34,465 



4,707 

597 

4,416 

5,548 

9,964 

53,201 

A year ago 

10,208 

7.922 

18.190 

1.527 

28,695 

3032 



5,548 

590 

3,619 

5,401 

9,020 

45.530 


* Includes public seclur enterprises. 
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LIONS DO NOT COMPROMISE! 

NOR DO WE" 

USE 

'THREE LIONS'' 

BRAND 

SODA ASH 
CAUSTIC SODA 
& 

SODA BICARB 

Saurashtra Chemicals 

roitUNDllt-360576 


Printed published by R. P. Agarwala on behalf of the Eastern Economist Ltd., United Commercial Bank Building, 
at the New India Press, K-Block, Connaught Circus, ^eu^elhi. 






'^PO. London Licensed to post without prej;iiyii^ti0-^54. Hegd. No. THC)2yi^ 

Registered with the Registrar cf Newspapers of India under No. R N. 5$5/S7^ 



Quality Chemicals 

come 

under one symbol 



ATUL makes a wide range of chemicals that are unbeateble in quality and dependability 

Th* present range of ATUL Chemicals: 

Sulphuric Acid. 

Chlorosuiphonic Acid. 

Oleum 2S% & 60%. 

Hydrochloric Acid 30%. 

Caustic Soda Lye (Rayon Grade). 

Caustic Soda Flatapa (Rayon Grade), 

Potassium Hydroxide Hakes, 

CMoilne. 

Phosgene. 

Mathylchloroformata, 

Ethylchloroformata, 

Phosphorouetrichlorjde, 

Sodium Thiosulphate (Hypo) Crystals v 

and Powder and 2:4 Dichlorophenoi. 

For your roquiroments ptoaso oontaet: 

The Msrkttlno Deportment 

« THE 



ATUL” 


PRODUCTS LTD. 


P. 0. Atul. Dirt. Vnhsd-396 020 Gujoflt 


^ giant chamical eomptax 

at (India) Tel:J1Gtem;*'TUU*' All 


AtuU TeleicOt73 232 *'ATUL IN'* 


f. i 
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BORN 
OUT OF SOCIAL 
RESPONSIBILITY 


V«, nmUOR RAVOM, 

liioiiMr manuhietnFBis of 

RAYON GRADE PULP AND STAPLE FIBRE 

in Iniiia 

havt now ontorod tho field 

of produeing 

DUALITY PAPER, 

when the country is facing acuta 

shortage of 

QUALITY PAPER 
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February 25 

The Railways seek World Bank’s 
assistance for its massive Rs J200-crore 
track electrification programme. Under 
the proposed scheme, approved by the 
Planning Commission. The Railways will 
add £,000 route km of electrified track 
by the end of the decade. 

The Government lifted the ban on the 
import of photographic instruments and 
equipment. 

February 26 

India and Italy agreed to diversify 
and expand economic cooperation bet¬ 
ween the two countries. 

The pound sterling became cheaper by 
ten paise following the upvaluation of the 
' rupee by 0.54 per cent by the Reserve 
Bank of India. The new middle rate is 
Rs 18.45 per pound against Rs 18.55. 


IVeei 

February 27 

The Union Government decided to re¬ 
lax the stipulation that trading activity 
of FERA companies should not exceed 
five crore rupees in individual cases on 
merits. 

The United Arab Emirates have pro¬ 
mised to enhance oil supplies to India 
from one million lonnes a year to 1.5 
million tonnes during 1981. 

The Norwegian Government authorised 
signing of a three-year agreement with 
India under which Norway during 1981- 
83 will grant kroner 23 million (S4.25 
million) to help the extension of India’s 
family planning programme at 50 rural 
hospitals. 

February 28 

The Union Finance Minister, Mr R. 
Venkataranian, has chosen the customs 


duty es his main tax instrument to raise 
an additional Rs 282.70 crores, white i 
effecting a negligible increase of Rs 28.52 
crores in excise duties. In his Budget 
for 1981-82 presented to Parliament the 
Finance Minister also offered a welcome 
relief to middle class tax-payers by rais¬ 
ing the income-tax exemption limit from 
Rs 12,000 to Rs 15,000. 

March 1 

The official wholesale price index for 
all commodities (base 1970-71=*100) 
jerked to a new peak at 267.7 during 
the week ended February 14. 

The Public Investment Board (PIB) 
has cleared the Rs 50-crore stage II ex¬ 
pansion plan for Hindustan Shipyard 
Ltd, Visakhapatnam. 

British Prime Minister, Mrs Margaret 
Thatcher, ended her visit to the United 
States with an impassioned call for 
new resolve among the western nations 
to contain the Soviet activity in Africa 
and the Gulf. 

China plans to slash its spending by 

S9.9 billion this year to eliminate a 
budget deficit while trying to improve 
living standards. 

March 2 

India’s indigenous crude production 
is estimated to rise to 16.9 million tonnes 
during 1981-82, as against 10.2 million 
tonnes in the current financial year. 

The pound sterling became cheaper by 
45 paise following the upvaluation of the 
rupee by 2.50 per cent by the Reserve 
Bank of India. The middle rate is Rs 18. 

The Reserve Bank of India has revis¬ 
ed the interest payable by commercial 
banks on term deposits and recurring 
deposits accepted or renewed on or aftei? 
March 2, 1981. 

The Government today modified the 
guidelines for the issue of public deben¬ 
tures allowing their interest rates to be 
' raised from 12 per cent to 13.5 per cent. 

March 3 

Bulgaria proposed to supply diesel 
and other petroleum products to India. 

Chun Doo-hwan becomes President of 
South Korea. 




Five Per Cent Budgets 


Are THB days of ideological budgets over? There was a time 
When Finance Ministers masqueraded as crusaders, tilting at 
windmills. One would aim at big, bad business. Another 
would aim for farmers and against wicked urbanites. A third 
would aim at unearned income. The characteristic of a crusading 
budget was the imposition of heavy duties (or announcement of 
trig concessions) for specified sectors. 

With the coming of Mr R. Venkataraman, crusading has 
fallen by the wayside. He clearly sees how the budget-making 
is viewed by the common man—as an annual occasion for 
mulcting the public rather than a step forward in the march 
towards socialism. Indeed, the common man has long ceased to 
see the slightest connection between budgetary imposts and the 
I supposed moral crusades which politicians claim to be under¬ 
taking. And appreciating this, Mr Venkataraman has chosen 
to spread his tax net as thinly as possible to collect revenue, 
the idea being to minimise the impact of duties rather than 
maximise them for ideological purposes. In his first budget, 
the main feature was a five per cent surcharge on excise duty. 
This year, his main impost has been a five per cent increase in 
customs duties. Are we in for a new era of five per cent bud¬ 
gets? They may not be ideal ones but arc certainly preferable 
to the sadistic tax exercises of yestcr year. 

Mr Venkataraman has ushered in a new mode of resource 
mobilisation. Instead of the traditional system of keeping 
• public sector prices at subsidised levels and levying taxes to 
•^make good the revenue gap, he has succeeded in persuading the 
I Cabinet to do just the opposite. Before his first budget last 
! year, he got the Government to raise Rs 3,000 crores by way of 
higher prices for oil, fertilisers and railway rates, and followed 
up with a soft budget including several tax reliefs. This year 
again there was a pre-budget hike in the price of petroleum 
products, coal, steel and railway rates, netting almost Rs 2,500 
crores. This (along with black money bonds) has enabled him 
to present an even softer budget. The new pattern of resource 
Immobilisation is in fact already elucidated in the Sixth Plan 
4raft» and Mr Venkataraman has implemented it to the hilt. Of 
the Rs 12,2VO crores of additional resource mobilisation in the 
Man, only Rs 5,140 crores is to come from fresh taxes. The 
result is to come from realistic public sector prices, improve¬ 
ments in public sector productivity, and better tax administra¬ 
tion. 

Of the Rs 5,140 crores of additional taxation, no less than 
Rs 2,030 crores will accrue as a result of last year’s budget pro¬ 
posals. This leaves a balance of only Rs 3,110 crores in the 
next four years. This explains why the budget has been so soft 
this year, and why it will continue to be fairly soft in the re¬ 
maining years of the Sixth Plan. 

; This does not mean, of course, that the consumer is going to 
gnoape. State Electricity Boards are going to lose an estimated 

4,400 crores in the Sixth Plan unless rates are raised, and 
increase will have to come out of the pockets of the public 
^ way or another. State Transport Corporations will have 
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to raise faires by Rs 1,340 crores over the Plan period to break 
even, and this without taking into account additional increases 
to compensate for higher costs of fuel, vehicles and labour. 

Mr Venkataraman has certainly achieved a public relations 
coup by shifting the focus of resource mabilisation out of the 
budget. He has gained wide popularity with the public, and 
Opposition spokesman admit glumly that he has stolen their 
thunder. But while the economic rationale of having realistic 
administered prices is irrefutable, it does have certain inflatio¬ 
nary consequences. Mr Venkataraman hopes that some of these 
will be offset by higher productivity. He points out that the 
performance of power stations, coal mines, and even the Rail¬ 
ways has shown considerable improvement. These black sheep 
have held back the rest of the economy for so long that a small 
improvement in their performance should make possible a big 
jump in overall production. 

However, higher production will only partially offset the 
inflationary effects of rising costs and money supply. The sharp 
rise in fuel and transport costs is an inevitable result of the 
energy crunch, and will push up prices in every sector. The 
higher cost of coal means that brick and cement rates will have 
to go up too. Steel and labour rates have already risen. This 
means that civil works—which consist mainly of cement, bricks, 
steel and labour—are going to become much more expensive. 
This has serious implications for investment, as half of all in¬ 
vestment in industry consists of civil works. 

The outlook on the machinery front is no better. The rise in 
auxiliary customs duties means that imported equipment is 
going to cost more. The hike in steel and fuel prices means 
that domestic machinery will go up too. And the rise in inter¬ 
est rates decreed by Mr Venkataraman will add to cost-push 
inflation. Seen against this background, the outlook for in¬ 
vestment is by no means bright, it may go up in money terms, 
but it will be exceedingly difficult to achieve a big jump in real 
terms. 

Mr Venkataraman has given several incentives for invest¬ 
ment too, but in the short run these will not cancel the rising 
cost of investment. He has cut the surcharge on corporate tax 
by five per cent, which means in practice that the overall rate 
has come down by 2.7 per cent. The saving to industry is 
only Rs 60 crores, and will be offset altogether this year by 
advance payment of surtax. 

Some specific industries will still be net gainers. Mr Ven¬ 
kataraman has increased the permissible depreciation for non- 
con ventional energy devices from 10 per cent to 30 per cent. 
Units in Free Trade Zones will get a complete tax holiday for 
five years. Tea replantation has been given a badly needed 
shot in the arm. Electronics components have been put in the 
Ninth Schedule for concessional treatment of inter-corporate 
dividends. The definition of small scale industries for tax 
concessions has been revised to Rs 20 lakhs, and clearance 
limits for such industries have also been liberalised. Fourteen 



new industries bave beenmade eligible for tax concessions as 
priority units. 

Mr Venkataraman has also made it easier for companies to 
raise funds. The interest rate of debentures has been raised 
from 12 to 13.5 per cent. At this rate, it will be possible for 
companies to raise substantial sums from the capital market. 
The ceiling interest rate on fixed deposits by companies has 
been fixed at 15 per cent, much lower than some existing rates. 
This seems to go directly counter to the overall thrust of higher 
interest rates. 

Since only 85 per cent of the interest paid on company 
fixed deposits is tax-exempt, the effective exemption is 13.7 per 
cent, only marginally higher than the debenture rate of 13.5 
per cent, which is totally tax-exempt. Hence it looks as though 
the Government wishes to see a massive shift from deposits 
towards debentures. At the same time the existing quantity 
ceilings on deposits remain unchanged, setting at rest fears that 
they would be reduced. 

The rationale for interest hikes everywhere is not at all clear. 
High interest rates do not in the long run curb inflation, but 
actually cause it. The rise in IDBl lending rates is as much as 
three per cent (though of course this is lax deductible). Mr 
Venkataraman has assumed that high interest rates encourage 
saving. This is not at all obvious—the national savings rate 
went up in the mid-1970s even after interest rates were cut. 
High rates can be justified as a short-term measure to curb 
stockbuilding in times of inflation, but need to be brought 
down sharply once the crisis is over. Mr Venkataraman claims he 
is going from crisis management to growth. But his interest 
pattern suggest permanent crisis, which is surely not the case. 

As far as the public is concerned, the increase in income 
tax exemption from Rs 12,000 to Rs 15,000 per year is the 
most spectacular part of the budget. Standard deduction has 


alio been increased, so that a person with an income 
Rs 2,000 per month can escape income tax altogether if he' 
invests some money in long term savings. A husband and wifeH^f^ 
team can earn Rs 4,000 per month without paying tax, an en- 
viable condition in what is claimed to be a -socialist state*, !! 
While no doubt income tax rates have long been uncoils- 
cionably high it is only the middle class is overtaxed. The .^ i! 
area of taxation that really cries out for reform is at the top,^ 
where income tax, wealth tax and compulsory deposit add up 
to more than cent per cent of income. Mr Venkataraman ^ 
would have done far better to reduce taxes down the line, in¬ 
stead of limiting his favours to the middle class. 

He gifted away Rs 115 crores to the middle class, and in the « { 
process merely whetted their appetite for more. Goodpubliclf f 
relations would have dictated phased tax concessions of) rJ 
Rs 1,000 per year rather than the wholesale gift he has endow- i T 
ed at one stroke. The public would have been happy even with ); 
a modest concession. J'* f 

The budgetary deficit is disturbingly high at Rs 1539 crores^. f 
coming on top of Rs 1975 crores in 1980-81 and Rs 2,700 crores. ♦ 
the previous year. There is a huge amount of liquidity in the ^ 
system generated by printing notes, and the Government itself J 
is responsible for most of this monetary expansion. The de- J 
ficit would be even larger but for the assumed receipt of ♦ 

Rs 1,000 crores from black money bonds, which looks right | 
now like an over-optimistic assessment. In any case, the rcii- t 
ance on black money receipts to curb inflation certainly exposes t 
the parlous condition of Government finances. The Sixth Plan f 
assumes deficit financing of no more than Rs 4,000 crores if 
one takes credit for the black money bonds. But in the first j j 
two years of the Plan alone, deficit financing is budgeted toj|| 
touch Rs 3,500 crores. Many Plan targets look too high butM 
the one for deficit financing will be exceeded by a good margin, w 
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Budget At A Glance 


(In crores rupees) 


Tax Revenue 

Less—States’ Share 
of Tax Revenue 


Net- -Centre’s 
Tax Revenue 


Non—^Tax Revenue 

Total—Centre’s 
Revenue 


1980-81 

Budget 

1980-81 

Revised 

1981-82 

Budget 


1980-81 

Budget 

1980-81 

Revised 

1981-82 

Budget 

RECEIPTS 


REVENUE 

DISBURSEMENTS 


12580 

13133 

14472 

General Services 

3846* 

3878* 

4591 



+ 196** 








Defence Services 

3273 

3501 

3794 

3658 

3792 

4206 







—75** 

Social and Com¬ 







munity Services 

890 

902 

1073 

8922 

9341 

10266 

Economic Seivices 

2449 

2396 

2961 



+ 271** 








Grants-in-aid to 







States etc. 

2852 

3C05 

2880 


34C6 

3553 

3790 




12328 

12894 

14056 

Total Revenue 
Disbursements 

13310 

13682 15299 


CAPITAL RECEIPTS 


Revenue Surplus+ 
Deficit— 


^982(—) 788 (-) 1243 
( + ) 271** 


CAPITAL DISBURSEMENTS 


Loan Recoveries 

1832* 

1688* 

1950 

General Services 

A9{a\ 

49{a; 

74 

Market Loans (Net) 
Special Bearer 

2500 

2604 

2800 

Defence Services 

Social and Com¬ 

327 

299 ■ 

406 

Bonds 


200 

800 

munity Services 

165 

137 

203 

External Loans(Nct) 

Loan from I.M.F. 

800 

818 

1000 

Economic Services 

Loans and Advances 

2466 

5150 

2762 

5879 

3403 

5486 

Trust Fund 

Other Receipts 

Total—Capital 

540 

2022® 

534 

2095(a^ 

2455 

Total - Capital 
Disbursements 

8157 

9126 

9572 

Receipts 

7694 

7939 

9005 

Total Disbursements 

21467 

22808 

24871 

Total Receipts 

20022 

20833 

23061 






Overall Deficit 


1445 1975 1810 

— 271 *-^ 


* Excludes acccounting adjustments relating to the write off of Rs 946 crorcs in Budget estimate 1980-81 and 
Rs 938 cro’-cs in Revised estimate 1980-81 of loans advanced to State Governments prior to 1979-80 in pursuance 
of the recommendations of the Seventh Finance Commission. ** Effect of Budget proposals. 

Excludes national cxpenditure/rcccipt of Rs 562 crores in Budget estimate 1980-81 and Rs 561 crorcs in Revised 
estimate 1980-81 on account of subscription payable to International Monetary Fund in the foim of securities 
and special drawing rights. 
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Central Budget : Taxation Proposals 


Paesentino the 1981-82 Central budget, 
the Finance Minister, Mr R. Venketra- 
man, has endeavoured to net additionally 
through his taxation proposals a sum 

Rs 311.12 crores. After allowing for 
the relief granted in income-tax, the net 
accrual from the changes made in the 
taxation structure, both direct and in¬ 
direct, will be Rs 196.12 crores. The 
Central exchequer, however, will benefit 
to the tune of Rs 271.11 crores because 
the States' share in income-tax realisa¬ 
tions will go down by Rs 85.61 crores. 
The overall loss to the States in their 
share in Central taxes, however, will be 
around Rs 74.89 crores as they will be 
getting some additional revenue under the 
-Cnion excise duties. 

The additional tax revenue to the Cen¬ 
tre will accure to the tune of Rs 282.70 
crores under the customs duties and 
Rs 18.27 crores (including the share of 
Union Territories) under excise levies 
against which there will be offset a loss 
of Rs 29.39 crores in the revenue from 
income-tax. 

The following are the taxation propos¬ 
als of Mr Venketaraman : 

Direct Taxes 
P 

(a) Income-tax {Personal Incomes) : 
Exemption limit raised from Rs 12,000 to 
Rs 15,000; nil tax slab stepped up from 
Rs 8,000 to Rs 15,000; rate of tax raise 
to 30 per cent on the slab of Rs 15,001 
to Rs 25,000 and to 34 per cent on the 
next slab of Rs 25,001 to Rs 30,000; no 
change in the tax rates on higher slabs; 
10 per eent surcharge on tax on asses¬ 
sable incomes above Rs 15,C00 maintain¬ 
ed at 10 per cent; stan^rd deduction 
for tax purposes revised to 20 per cent 
irrespective of the assessable income but 
'"" made subject to a ceiling of Rs 5,000 as 
against Rs 3,000 standard deduction made 
applicable also to assessees in receipt of 


conveyance allowance: compulsory dc- 
deposits scheme for income-tax payers 
extended by another two years to the 
assessment year 1983-84 without any 
change in deposit of interest rates but 
persons attaining the age of 70 years al¬ 
lowed the option of receiving back their 
deposits on the expiry of the concerned 
financial year—early repayment also 
authorised in cases of extreme hardships; 
oral trusts subjected to income-tax at the 
maximum marginal rate and to wealth- 
tax at an average rate of three per cent 
or at the appropriate rate applicable in 
the case of an individual, whichever 
course is more beneficial to the revenue; 
associations of persons created without 
defining the shares of members to be 
charged now to income-tax at the maxi¬ 
mum marginal rate and to wealth tax at 
the flat rate of three per cent or at the 
appropriate rate applicable in the case of 
an individual whichever is higher; suitable 
consequential changes made in the in¬ 
come-tax structure for Hindu undivided 
families and pensioners in view of the 
raising of the income-tax exemption limit 
and the standard deduction. 

(b) Corporate Taxation : Surcharge 
on income-tax payable by all classes of 
companies reduced from 7.5 per cent to 
2.5 per cent; surtax made payable in ad¬ 
vance; specified investment related tax- 
concessions under the Income-tax Act 
extended to 14 groups of industries listed 
in the 11th schedule to the act such as 
electric fans, pressure cookers, glass and 
glass-ware, pigments, colours, paints, en¬ 
amels, varnishes, mosaic tiles and glazed 
tiles, synthetic detergents, amplifiers 
or any other apparatus used for 
addressing public, vaccum flask and 
other vacuum ^vessels; complete tax 
holiday allowed for an initial 
period of five years in lieu of other 
concessions available under the Income- 
tax Act to units set up in free trade zones; 


existing tax concessions available to book 
publishing industry under Income-tax 
Act extended for five years; expenditure 
limit of development allowance for re¬ 
plantation of tea bushes increased; over¬ 
all ceiling limit on account of deduction 
in respect of special reserves created by 
approved financial corporations and pub- . 
lie housing finance companies doubled to 
twice the amount of paid-up share capi¬ 
tal ; electronics components industry to 
be included in the 9th schedule to Income- 
tax Act and grant of complete exemption ; 
from incomedax to dividends derived by 
a domestic company from an Indian . 
company engaged exclusively in the 
manufacture of electronic components; 
definition of small scale industries for : 
purposes of tax concessions under Income- j 
tax Act raised from Rs 10 lakhs to ‘ 
Rs 20 lakhs; depreciation on renewable 
energy devices and systems enhanced 
from 10 per cent to 30 per cent; Income- 
tax Act and Companies (Profits) Surtax 
Act extended to oil exploration off-shore; 
a provision to be inserted in these two 
acts to enable Central Government to 
provide by a notification for an exemp¬ 
tion, reduction in rate or other modifica¬ 
tion in respect of income-tax or surtax 
when found necessary; amending of Sec¬ 
tion 42 of Income-tax Act relating to 
special provision for deduction in the 
case of business of prospecting for or 
extraction or production of mineral oils 
so as to extend its scope to cover cases 
where the Government itself does not : 
participate in such business but does so ;; 
through any person authorised by it, " 
fresh rules to be framed which will iden- 
, tify a number of specific activities to bo .^ 
allowed under Section 35B of the Income- 
tax Act. 

(c) Estate Duty ; Exemption limit 
raised to Rs 1.5 lakhs as under Wealth 
Tax Act; one residential house or part 
thereof to bo valued for estate duty pur- 





poses on the tome basis as for wealth tax 
purposes. 

(d) Other changes ; Some other minor 
changes also made in direct taxation 
.structur are; guidelines for promoters con¬ 
tribution to setting up of new industrial 
units liberalised; entitlement to deduc¬ 
tion in respect of medical treatment of 
physically and mentiilly handicapped de¬ 
pendents available under Income-tax Act 
to individulas and Hindu Undivided Fami- 
.. lies doubled to Rs 4,800 in respect of a 
dependent who is hospitalised for a 
period of 182 days or more during the 
relevant accounting year and Rs 1,200 in 
other cases. 

Indirect Taxes 

(a) Customs: Auxilliary duty of customs 
raised on all imported goods (including 
machinery and project imports) by five 
percentage points with exemption being 
granted in the case of edible oils, crude 
petroleum, kerosene, high speed diesel, 
steel for buffer stock, aluminium ingots, 

. wire rods, caprolactum, thermoplastic 
. resins and viscose staple fibre; import 
duty (basic plus auxilliary) stepped up 
from nil to 15 percent ad valorem, on 
newsprint for printing of newspapers, 
books and periodicals, and from 75 per 
cent to 175 per cent ad valorem on stain- 
, less steel bars (including bright bars) and 
wire and wire rods of diameter 10 mm 
and above; import duly (basic) raised 
from 60 per cent to 100 per cent ad valo- 

• rem on plain shaft bearings and from 40 
per cent to 50 per cent ad valorem on 

^computers and computer peripheral 
{ units; import duty (basic plus auxilliary) 
reduced from 75 per cent to 20 per cent 
! ad valorem on certain specified intermedi- 
' ates for the manufacture of drugs, from 
‘ the existing rates to 30 per cent ad valo* 
rem on certain machines and testing 
instruments for electronics industry and 
from existing rates to 50 per cent ad valo- 
' rem on certain raw materials and compo- 
•* nents for electronics industry—additional 
.•(countervailing) duty would be leviable 
only on items classifiable under central 
excise tariff item No 68; import duty 

* (basic) scaled down from 100 per cent to 
i 60 per cent ac^, valorem on colour scan- 
jners for use in printing industry; import 
I duty (basic plus auxilliary) cut from 120 

i 
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per cent to 10 per cent ad valorem on 
hearing aid appliances, braille watches and 
braille one-day alarm clocks imported by 
post or airforpersonel use; auxilliary duty 
maintained at the existing level on certain 
items such as orthopaedic appliances, etc, 
for handicapped and disabled persons; full 
exemption from auxilliary duty on three 
GATT bound items and maintainging of 
existing level of auxilliary duty on other 
GATT items in general. 

(b) Union Excise Duties: Additional 
(Textiles and Textile Articles) excise duty 
raised from 10 per cent to 15 per cent of 
the basic excise duty applicable to the 
specified items covered by the levy to meet 
the anticipated increase in subsidy on con¬ 
trolled cloth; existing limit for duty free 
clearance raised from Rs 5 lakhs to Rs7.5 
lakhs under the general scheme of excise 
duty exemptions available to small-scale 
manufacturers of 72 specified commodi¬ 
ties; eligibility limit on plant and machi¬ 
nery for availing of excise duty conces¬ 
sions available to small manufacturers of 
certain goods increased from Rs 10 lakhs 
to Rs 20 lakhs; withdrawal of the conces¬ 
sional rates of duty to middle sector 
units and cottage units manufacturing 
matches if power is used in the labour- 
intensive processes of frame-filling, dip¬ 
ping splints in match composition, box 
making, box filling, labelling and band- 
rolling and packaging and levying of 
excise at the rate of Rs 5.50 per gross 
box if such units use power for any of the 
labour-intensive processes; ceiling put 
again on clearances by cottage sector 
match-making units at 120 million 
matches per unit per annum; replacement 
of the present scheme of levying excise 
duty on job charges to make the duty 
payable by the principal manufacturer on 
the value of the finished goods; rationali¬ 
sation of Central excise tariff entry and 
rate structure relating to tyres to make 
the legislative intent clearer and minimise 
the scope for disputes in classification and 
assessment particularly in regard to off- 
the-road tyres used in bulldozers, scrappers 
and other earth-moving equipments; ex¬ 
panding of the coverage of central excise 
tariff in regard to non-ferrous metals to 
include waste and scrap of these metals 
under the respective tariff entries; the 
ratio of 76 to 24 between basic excise 
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duty and additional excise duty in the 
composite rate applicable to cigarettes 
changed to 72.5 to 27.5 and a uniform^ 
increase effected in the specific duty ele- ^ 
ment in the composite rate from Rs 21 to 
Rs 21.25 per thousand; substantia] reduc¬ 
tion proposed in the processing stage duty 
on woollen fabrics produced on hand- 
looms on the lines of concessions avail¬ 
able to cotton fabrics produced on hand- 
looms; exemption granted from duty to 
all hosiery articles falling under item 68 
of the Central excise tariff; grant of con¬ 
cession in excise duty to flocked fabrics; 
minor changes made by notification in^ 
some items without much revenue signi¬ 
ficance. 

Telecommunication Tariff 

Telephone call charge in measured rate 
telephone system raised from 30 paise per 
call unit to 40 paise for call exceeding 
250 but not more than 1750 in a quarter; 
manual trunk call charges for calls of 
ordinary catego y raised for a unit period 
of three minutes in the distance slab 100^ 
and 200 kms to Rs 8 from Rs 6 and in the 
distance slabs 200 and 500 kms to Rs 12 
from Rs 10; deposits for telephone con¬ 
nections under own-your-telephonc scheme 
also stepped up. 

Interest and Lending Rates 

Interest on bank deposits maturing 
after one year and upto two years raised 
to 7.5 per cent from seven per cent, on 
those maturing after two years and upto 
three years to 8.5 per cent from seven 
per cent and on deposits maturing after 
three years to 10 per cent from 8.5 per 
cent; a new national savings certificate to 
be issued with a maturity of six years 
which will carry interest at 12 per cent 
per annum; deposits with post offices to 
attract higher interest; ceiling on interest 
on debentures raised to Rs 13.5 per cent 
from 12 per cent; interest on public depo¬ 
sits with companies made subjected to a 
ceiling of 15 per cent per annum; The 
Industrial Development Bank of India 
allowed to increase its basic lending rate 
to 14 per cent from 11.85 per cent and^ 
to make marginal changes in rates regard¬ 
ing loans to priority sector borrowers. 
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*poMTiCAL documents disguised as 
. economic treatises can be hilarious. 
Consider the K.L. Puri report on the gold 
auctions of 1978. It crashed into the 
newspapers with the screaming headline 
that the auctions were intended to benefit 
only the rich. This was of course, quite 
scandalous from Mr Puri’s viewpoint. He 
would no doubt have preferred the gold 
auctions to form part of the minimum 
needs programme. Or perhaps he would 
have replaced the food-for-work scheme 
with gold-for-work. And he might have 
asked the Planning Commission to re¬ 
define the poverty line in terms of gold 
holdings rather than calorics. 

Mr Puri has sometimes been accused of 
being dull, but never of being a total fool. 
He is reputed to be politically very 
shrewd. When the Government set up a 
panel to inquire into the gold auctions, 
its purpose was obviously to damn them, 
and Mr Puri has duly obliged. His report 
has not been released officially, and it 
looks as though only the politically load¬ 
ed bits have been leaked to the press. 

He is indignant that the common man 
could not participate in the auctions. He 
finds it disgraceful that only dealers and 
goldsmiths were eligible, and that the 
minimum bid had to be as much as 
Rs 70,000. But Mr Puri surely must be 
aware of something called the Gold Con¬ 
trol Order which makes it illegal for any¬ 
body except licensed dealers and gold¬ 
smiths to hold primary gold. Thus the 
common man could not have bid at the 
auctions (unless he was a common crook). 
In any case, in a country where half 
the population is below the poverty line, 
one wonders whether a man deprived of 
a f\iU belly can seriously feel deprived of 
the ability to bid at gold auctions. 



Mr Puri is dismayed that bids had to 
be made only in Bombay and deliveries 
given only there. He feels this put 
those living outside Bombay at an ini¬ 
quitous disadvantage. No doubt he will 
submit another report .soon recommend¬ 
ing the winding up of the Bombay Stock 
Exchange on the ground that it gives a 
similar advantage to Bombay!tes. All 
wheat mandis in Punjab should be closed 
as they afford unfair advantages to 
Punjabi traders. Deep-sea fishing must 
be abolished as it gives an unfair advan¬ 
tage to fishermen living on the coast. 
And, of course, all committees (like Mr 
Puri’s) should be abolished as they give 
an unfair advantage to those close to the 
Government 

¥i is not only in India that decision- 
makers believe that the public will 
swallow a lie provided it is big enough. 
Recent issues of The Economist^ London, 
have carried full-page advertisements 
telling industrialists that if indeed there is 
a business paradise on earth, it is Wales. 
The advertisement proclaims, “Wales is 
where enterprise flourishes, where innova¬ 
tion abounds, where manpower is skilled 
and reliable, where accommodation for 
industry is plentiful, where business starts 
up fast, where markets are near to hand, 
where opportunity beckons.” The other 
pages of The Economist are full of stories 
about coal mines and steel plants going 
bankrupt all over Wales and being forced 
to close down. 

O UR film producers were up in arms' 
just a short time ago over the Govern¬ 
ment's decision to finance Sir Richard 
Attenborough's film on Gandhiji. But 
they have remained silent over a far more 
scandalous deal—the financing of the 
country’s first film in Sanskrit by the 
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National Film Development Cor- J 
poration. ^ 

Hardly anybody in the country con- | 
verses in Sanskrit, and there cannot be 3 
any commercial potential whatsoever in 
the film. The fact that it is about Adi | 
Shankaracharya uill not save it at the I 
box office. Obviously the financing has f 
been done entirely because of misplaced | 
notions about our ancient heritage. Soon, ^ 
no doubt we will be deluged with films I 
about King Asoka in Pali. And if some j 
day we arc lucky enough to decipher the j 
Indus Valley script, we will see a new i 
breed of film-makers getting Government;, 
finance to make films in the ancient | 
language about the good old days at | 
Mohenjodaro and Harappa. I 

There are those who feel it is essential I 
to spend large sums on reviving dead and | 
dying languages. Even if this is consider^ f 
ed necessary, surely there arc cheaper! 
ways of doing so. The best way of popu-1 
larising Sanskrit would be to dub films like 
Sholay and Bobby in the language of the I 
Vedas. 

Pakistan’s political parties have a very/ 
^ odd notion of democracy. The called . 
a general strike last week to demand thd j 
return of democracy. And the call issued ] 
the warning that those who did not go onS 
strike would be considered ‘‘enemies off 
democracy and the people.” This remark-1 
able double talk sounds suspisciously like! 
that of a Communist Party claiming tol 
represent all the people and warning the| 
people not to think otherwise. It wotildf 
seem that the so-called democratic parties; 
of Pakistan want to do unto dissenters? 
what President Zia has done unto them. ' 

•^Swamlnathan S Alyar 
MARCH 6, 1981 ; 
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Axe the Tax and Grow 

V. Balasubramanian 


A previo^js President of the United 
States, William Henry Harrison, who 
reached the White House in 184], set up 
two records valid till today. His was the 
shortest presidency and his inaugural ad¬ 
dress the longest in all the history of 
that office. He n ade a 9,000 word, two- 
hour speech in the face of a freezing 
northeast wind, came down with a cold 
that night and died of pneumonia a scant 
month later. Harrison, it could be said, 
talked himself to death. 

The fortieth President no doubt loves 
listening to his own voice. Equally evi¬ 
dently he draws the tine at lethal doses 
of self-gratification. This could be not 
wholly becau.se of the hazards of the 
^weather. Ronald Reagan is not one of 
nature’s orators. He is an experienced pro¬ 
fessional skilled in speaking from scripts. 
It is of the essence of good script-writing 
or reading that it must carefully count 
its words. The Reagan inaugural address 
accordingly was reasonably brief and to 
the point. So was his televised talk to 
the people from the Oval Office a few 
days later. Now his speech to the Con¬ 
gress in joint session on February 18 
presenting a package of economic pro¬ 
grammes for getting America ‘moving 
again*, spilled over the half-hour limit by 
only a few minutes. It gave him enough 
time however to add to his already im¬ 
pressive reputation as his own best sales¬ 
man. 

This still leaves a nagging question 
begging for an answer. Would you buy 
a used car from this guy ? The obvious 
reposte that it depends on who has been 
using it is however not germane to the 
American people. For a very large 
number of them needs to know more 
about the cooks who have brewed the 
broth which the President has just started 
^. ladling out. Not that this particular set 
of the President’s men has been trying 
to keep its light under a bushel. On the 
contrary it has gone aggressively public 



in its efforts to get itself as much as its 
ideas talked about. Indeed its opera¬ 
tional head, the thirtyfour-year-old David 
A. Stockman, the President’s hand-pick¬ 
ed Director of the Office of Management 
and Budget, a cabinet appointment, has 
cflFortlessly become the talk of Washing¬ 
ton, as much a company town as, say, 
Detroit or Hollywood and is predictably 
being written upas Reagan’s whiz kid. 

Economic Vicar 

That Madison-avenue appellation how¬ 
ever does not do justice to the deadly 
seriousness with which Stockman is 
going about his business of shocking and 
shaking America out of the mess it is 
being accused of having made of its still 
massive economy. He has been as blunt 
and brutal in acquiring and asserting his 
status as the economic vicar, expounding 
and implementing the economic plan and 
policies of the administration, as Secre¬ 
tary of State Alexander Haig has been in 
similarly claiming and securing control 
of management of the foreign relations 
of the United States. Donald Regan, 
Secretary of the Treasury and Murray 
Weidenbaum, Chairman of the President’s 
Council of Economic Advisers have been 
virtually shown their places as clearly as 
the Secretary of Defence Caspar Wein¬ 
berger and the President’s National 
Security Assistant Richard V. Allen, in 
the other context, have been told or are 
being made to understand what theirs 
are. Indeed at about the time Murray’s 
nomination was being made public the 
word was sent out that his expertise on 
regulatory issues was expected to be use¬ 
ful in guiding the President in the dere¬ 
gulation of business by lifting or relaxing 
Federal regulations relating to environ¬ 
mental, industrial safety, public health or 
consumer protection concerns. The 
signal plainly was that Stockman’s posi¬ 
tion as Reagan’s chosen czar of economic 
polcy-making was not open to any deal. 
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It is a part of American political lore < 
that the President proposes/and the < 
Congress disposes. It is precisely beca- 
use Stockman, part of whose background 
is that he had served two terms as a 
Michigan Congressman, refuses to buy ] 
this piece of conventional wisdom that | 
he has been so widely accepted by aU) 
those who would go along with the ad- j 
ministration’s game plan for the revival iy 
of the economy as the right man at Ibai 
right place at the right time. For right ) 
from the days the Reagan transition t 
team went to work preparing for the 
takeover of the While House decreed by '^ 
the mandate handed down last Novem¬ 
ber by the electorate it was sternly re¬ 
cognised that this plan would only be . 
as good as what could be saved of it 
from the special interest lobbies or the , 
liberal bleeding hearts on the Hill. This ! 
makes it critically relevant that the eco- 
mic package should be guided or pushed 
through Congress by some one who 
confident, as Stockman seems to be, that: 
he has all the answers. 

First Salvo 

Whether he has them all or not the 
next few weeks will show. He starts 
from a vantage point generously provid¬ 
ed by the President. Towards the close 
of his speech at the joint session of Con¬ 
gress he threw a challenge to those whoj 
had indicated his unwillingness to accept} 
his programme of spending cuts and tax}, 
cuts—“Have they an alternative which'^ 
offers a greater chance of balancing thuil 
budget, reducing and eliminating infbl^] 
tion, stimulating the creation of jobs and,! 
reducing the tax burden? And iftheyl 
haven’t are they suggesting we can conA 
tinue on the present course without com-} 
ing to a day of reckoning in the vetyi 
near future ?” This was more than a. 
rhetorical flourish. It was a skillfiil 
political salvo which has comfortably 
positioned Stockman in his debates 
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with sceptics, cynics or plain political 
adversaries in Congress who cannot easily 
concede that the nation had to wait for 
a maverick Republican President to fulfil 
its pledge. With a congressional elec¬ 
tion year round the corner, as close as 
1982, few Democrats and even fewer 
Republicans on The Hill care to be seen 
obstructive or foot-dragging by the 
people who, in the words of the President 
*‘arc watching and waiting”. 

Forbidding Scenario 

All the same the scenario for Stockman 
is forbidding enough. The President has 
taken himself off to his California ranch 
to log some wood and ride some horses, 
but with the cheers of the Republican 
faithful for his economic message still 
Tinging in his ears, has blandly declared 
that he would be happy if Congress could 
be persuaded to buy 97 per cent of his 
package if not the whole of it. This 
would be a tall order even for Stockman. 
The President will have to make do with 
success several percentage points lower. 

Comparatively speaking the spending 
cuts may have a less stormy passage 
than the tax cuts. Public opinion polls 
are indicating that the people by and 
large are more comfortable with the im¬ 
plications of the economy measures than 
the tax reduction programme. The 
savings sought are generally seen as a 
necessary direct means of reducing bud¬ 
getary deficits. Without necessarily rejoic¬ 
ing in Reagan’s revival of the Jeffersoni- 
.gn dictum that the Government governs 
' best which governs least, the public is 
•certainly ceasing to care for bureaucracy 
growing faster than the economy. The 
problem however is that the direct reduc¬ 
tion in federal spending of the order of 
S41.4 billion which Reagan is seeking 
for fiscal 1982 is too large a cut even for 
a S700-billion-plus budget to suffer 
without encroaching heavily on a whole 
range of transfer payments conferring 
social security or welfare benefits on 
large numbers of citizens. The President 
is not insensitive to it and has laboured 
hard to emphasise the fact that prb- 
' grammes involving nearly 8216 billion 
and taking help to tens of millions of 
Americans are being fully funded. He 
dainMd that "the poverty-stricken, 
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the disabled, the elderly, all those 
with true need, can rest assured that 
the social safety net of programme they 
depend on are exempt from any cuts”. 

True the full retirement benefits of the 
more than 31 million Social Security re¬ 
cipients are to be continued along with 
an annual cost of living increase. Medi¬ 
care has been kept intact and so also the 
funding of veterans’ pensions and supple¬ 
mental income for the blind, the aged 
and the disabled. Nevertheless there is 
and has to be much anxious scrutiny of 
the possibility that in swinging the axe at 
the targets he has chosen the President 
is being less compassionate or discrimi¬ 
nating than he needs to be. A more 
austere real need test is being proposed 
for eligibility for the food stamp program¬ 
me. Work requirements are to be 
tightened up for welfare recipients. The 
school breakfast and lunch programmes 
are to be retailored to stricter concepts of 
needy families. And there are several 
other proposals for saving the tax dollar. 
It is not everywhere obvious that these 
onslaughts on social benefits and ser¬ 
vices will not bite deeply into the econo¬ 
mic or social survival of the marginal poor 
whom it may not be the intention of 
Reagan or his men to force into the prac¬ 
tice of below-subsistence for the greater 
good of the community. 

At a somewhat less sentimental level it 
is also being argued that the withdrawal 
of welfare benefits from points along 
border-line poverty may well pull the 
affected people under that line and thus 
prove counterproductive since this addition 
to the number of the really needy as 
defined in the Reagan manual will prompt¬ 
ly fall under the social safety net of pro¬ 
grammes which the President has commit¬ 
ted himself to maintain in position. 

Jt is however towards the tax pro¬ 
gramme that questioning, both sharper 
and more widespread, is being directed 
even by those who would accept the 
Reagan thesis that the economy needs to 
change lanes and thus explore possibi¬ 
lities of moving farther faster. The 
President seeks to stick to his campaign 
position that personal and corporate 
taxes should be taken down several pegs 
through a planned programme starting 
with a reduction across the board of 10 
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per cent each year for three years in the 
rates of income tax paid by individuals. 

Simultaneously accelerated depreciation 
allowances are to be made available to 
business investment in plant, machinery 
and vehicles to stimulate corporate spend¬ 
ing on raising productivity through 
modernisation and research and develop¬ 
ment. Reagan expects the three-year 
programme of a total tax cut of 30 per 
cent in ihe marginal rates of income tax, 
which is being made applicable also to 
dividend and interest income in order to 
eliminate eventually the differential bet¬ 
ween the tax on earned and unearned 
incomes, to leave with taxpayers S500 
billion more over the period. The shorter 
write-off time now being proposed under 
the accelerated depreciation plan, it is 
estimated, will release nearly SlO billion 
for investment in fiscal 1982, rising to 845 
billion by 1985. 

Diverting Resources 

The President’s speech did not mention 
any estimate of revenue loss due to these 
tax cuts, although official documents do 
give figures. Reagan’s omission is con¬ 
sistent with his argument that these tax 
reductions are going to pay for themselves 
and then some more through stimulating 
economic growth and incidentally Govern¬ 
ment revenues. Besides rejecting the 
view that tax cuts arc inflationary, he 
views them as a tool for reducing bud¬ 
getary deficits sooner both by cutting off 
supplies to Government in order to dis¬ 
courage profligacy and diverting national 
resources to a greater extent into channels 
of saving and investment that would im¬ 
prove sagging American productivity to^ 
internationally competitive levels and 
generate not just work but jobs with a 
future for millions of Americans who 
would otherwise go unemployed. 

Indeed the President contends that if 
his spending and tax cuts are accepted 
by Congress as a total package real pro¬ 
duction of goods and services will grow 
by 20 per cent between now and 1985 
raising their value by 8300 billion over 
the period. Most and, indeed, all 
Americans should be willing to believe 
all this if they could but not a few of •• 
them do seem to have real difficulty in 
swallowing the Reagan fiscal philosophy 
whole. The problem really is not how 





MUstic his scenario of a giant leap 
forward in non-inflationary economic 
growth is, especially wten this scenario 
has been painted essentially in the colours 
of an assumed impact of tremendous dim¬ 
ensions of tax incentives or reliefs on the 
people's willingness to save and invest. 

The issue is whether an entire ration, 
taught for generations to believe diffe¬ 
rently, can be expected to agree, even at 
their President's bidding, that the taxing 
power of the Government should be used 
only to provide revenues for legitimate 
Government purposes and that it must 
not be used to regulate the economy or 
bring about social change. Agan, by 
specifically proposing that his tax reduc¬ 
tion programme should cut taxes across 
the board, thereby emphasising the bene¬ 
fits of a reduced marginal rate of taxation 
for taxpayers in the higher income 
brackets, Reagan is in effect seeking a 
reversal in the historic trend towards 
pro'grcssion which has been built into 
the philosophy and practice of taxation 
in modern communities and more parti- 
"cularly the industrial economies. 

A national debate is bound to continue 
on the Reagan thesis that progressive 
taxation has gone beyond the point where 
it could remain consistent with the econo¬ 
mic and social progress of the commu¬ 
nity and it is perhaps not to be expected 
surely that a vote in the Congress one 
way or the other on the basis of the Pre¬ 
sident's tax package could by itself settle 
the question even for the Americans. 

Nevertheless when all is said and done 
about the simple truths of the Presidenfs 
approach or even its exaggerated assump- 
^ tions the American people and their 
Government may still be justified in 
gambling on new ways of finding solu¬ 
tions for the problem of inflation march¬ 
ing in lockstep with rising unemployment 
and economic stagnation, when business 
as usual has ceased to work let alone 
inspire. Herein lies the strength of the 
supply-side economics which is supposed 
to provide the theory should Reagan 
feels he needs one and the present evi¬ 
dence is that he does not, since he had 
not uttered the phrase even once in all 
his dissertations to date on the economic 
mess and how to cart it away and clear 
up the place. In practical terms, the 
supply-aiders, led by Republican Cong¬ 


ressmen Kemp and eflbctively represen- 
ed in the Reagan administration by 
Stockman, have undoubtedly had 
decisive influence in the putting together 
of the economic package. In fact, the 
President himself clearly feels apologetic 
about rot having had the political 
courage to go the whole way with this set 
of advisers in slashing budget program¬ 
mes or taxation of income or capital. 
They argue that the best way to stimulate 
output is to encourage the production or 
supply-side of the economic equation 
rather than consumption or the demand 
side. They preach that more production 
could create more demand more readily 
than more demand could generate more 
production and is therefore a far more 
reliable means of setting an economy 
free from stagnation. In the American 
context, they are presently seeking to 
cut the marginal rate of taxation of 
individual incomes from its 70 per cent 
level to 50 per cent and they also desire 
to do away with the discrimination 


practised against dividend and interest | 
income since they consider it quite rightly L 
as a hostile act against an economy need- % \ 
ing to accumulate capital and employ it 
for generating more jobs and resources. .'I; 
While they undoubtedly arc out to bury the S' 
Keynesian remains full five fathoms deep |! 
they have not bound themselves over to ij I 
the pontificate of Milton Freedman X 
either. Reagan, it must be pointed out, i 
only e'emands that money supply should S 
not consistently grow ahead of the real J 
expansion of goods and services. In the I 
last analysis, perhaps, the supply-siders : * 
are as much mystics as economists or, ^ 
social scientists. They do not want to ^ 
fight inflation head-on. They only mean 
to break the back of the inflationary^'^ 
expectations of the people and then leav^: 
ing it to the changed behavioural patterns^; 
of the public to put an end to inflation 
itself. Their free market economics, if it [ 
denies to .set up a pedigree at all, must . 
train itself to trace it on the palm of L 
Adam Smith’s invisible hand. | 
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New Coal Technologies 


i, . 

' Some of the new processes being develop* 
ed by the Central Fuel Research Institute 
J arc: (a) Production of diesel oil from coal; 
/; (b) the Oil Agglomeration Process, which 
j'f has already been successful on a 2 tons/hr 
pilot plant scale at Lodna, Dhanbad, 

; and plans to try this on a 10 tons/hr 
arc in progress at the nearby Patherdih 
washery; (c) A ffuid-bed combustion unit 
' ? of 2 tons steam per hour, which has given 
85 per cent efficiency, even whilst working 
with rejects from washeries containing 65 
‘per cent ash, and plans are being made 
for trying which for pressure operation at 
; the Institute; and (d) A foimcd-coke plant 
; which is being studied on 1 ton/hr pilot 
.Lplant scale at the institute, and whose 
/ product has been tried successfully in a 
' Cupola at one of the steel plants, in the 
: production of Spun Cast Iron pipes. 

Oil from Coal ; We have been dcvelop- 
' ing a process of production cf oil from 
coal by Bergius process, namely by direct 
i hydrogenation of coal under pressure. 

I We have a plant of ^ ton/day capacity 
I at the institute and the product that has 
been obtained in the test runs has given 
about 80 per cent conversion, because the 
j. liquid product after secondary processing 
, has given a diesel oil with a diesel index 
■^ 3 of about 47, which compares favourably 
with the normal diesel index of 45. Wc 
!;;v.arc also carrying out preliminary test 
^runs in cars of the institute. People 
]^i\know full well that this Bergius process is 
^•^^^milar to that one used by the Vanaspati 
. ; manufacturers, and was in commercial 
' production during the last war in Ger- 
' many. We have a test programme for 
ymbout 3 years on this plant, and from the 
. design data that will be obtained from this 
’ plant a demonstration scale plant of 1 ton/ 
j hr capacity would be set up. The Govern- 
.ment is also considering an alternative 
I route for producing diesel and kerosene 
1^'oil, namely the Fischer-Tropsch process, 
which is in operation on a commercial 
lacale in South Africa. If this proposal 
.^l)ecomes a reality, it will be a solution to 
Itnir oil import bill, which today stands at 
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about to Rs 6000 crores per annum. One 
has to be optimistic in all these ventures! 

Oil Agglomeration Process : We have 
today in operation 14 major washeries 
beneficialing 26 million tons of coking 
coal, and these washeries produce about 
5 million tons of middlings and rejects, 
which contain about 35 per cent ash. 
These washeries also produce some slur¬ 
ries, and we should be careful in lelting 
these run into river streams not only from 
the point of view of loss of valuable mate¬ 
rial, but also more important than this, 
the pollution view-point. 

It is common knowledge amongst bene- 
ficiation technologist, in general, and coal 
bencheiation technologists in particular, 
that all known processes for bencficialion 
of these minerals work at low efficiency, 
when we arc dealing with small particles, 
commonly known as slurry, and special 
processes have to be developed for the 
same. 

Agglomeration Process 

One such process that his been deve¬ 
loped at the institute right from the bench 
scale, is oil agglomeration process. Al¬ 
though some research was done in Canada 
on this, it has not so far reached the com¬ 
mercial scale, as yet. This process has 
already been tried on a two ton/hr basis 
at Lodna washery, and plans are under 
way for the commercial exploitation of 
this process on a 10 tons/hr basis at a 
nearby washery, namely Patherdih 
Washeiy, through the patronage of 
Bharat Coking Coal Ltd. 

Briefly it consists of grinding the coal 
to a product of 80 per cent below 200 
mesh BSS, thickening the slurry to about 
35±6 per cent consistency, conditioning 
it with oil of 1 or 2 per cent by weight of 
feed coal under controlled conditions of 
PH and diluting it to about 18-29 per cent. 
The slurry is then subjected to high speed 
agitation with addition of mineral oil 
(150-360®C) or tar oil of boiling point 
300-360‘^C, usually up to 10-15 per cent 
by weight of coal. Coal particles as men- 
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tioned above agglomerate with oil. The 
agglomerated slurry is then dewatered 
over a vibrating screen, and the agglome¬ 
rates are separated from the tailingis. 

New innovations 

The economics of the process have been 
worked out at a plant of 50 tons/hr 
capacity. The price of the agglomerates 
vary from Rs 225*472 per ton. This does 
not take into consideiation the price 
of oil that is left in the agglomerates. Wc 
have been working on a de oiling process 
at prc.sent, and have been able to recover 
about ."50 per cent of the oil. Other in¬ 
novations have brought down the oil con¬ 
sumption still lower. This would improve 
the economics of overall oil agglomeration 
process, and one can see Ihc large bene¬ 
fits that will accrue by adoption of this 
process on a wider scale. 

One can appreciate how by adopting 
the oil agglomeration process one cannot 
Only reclaim valuable material from such 
products as middlings, apart from the 
beneficial effect the final material will 
have, when used as feed for coke ovens of 
steel plants, because sizable reduction of 
ash, of the order of 10 II units can be 
brought about by such an oil agglomera¬ 
tion process. To give an example, if one 
started with the middlings containing 
about 35 per cent ash, one will end-up 
with the material which has got about 18 ^ 
per cent ash, which is acceptable to the 
steel industry. 

Fluid^bed Comhuition ; This is ano¬ 
ther major technology, which is being 
developed at the Institute on a pilot plant 
scale. As is well-known to many of you, 
Indian coal has high ash content. One way 
of tackling this coal is through washing, 
which will put up the cost. The other 
way is to think of a technology which 
can cope with such high ash coals. In 
addition, as 1 have drawn attention al¬ 
ready, we have about 5 million tons of 
middlings and rejects from the washeries, 
which we can ill afford to lose. Midd¬ 
lings, as you know, if fed to power 



stations cause iiroblems due to erosion, 
^ deposits, etc. Fluid^bed combustion con- 
^ sists in burning coal, (of size 6—0mm) in 
a fluidbed medium, in which the steam 
pipes are actually immersed in the bed. 
This results in very high heat transfer 
rates, which are higher (say 50 times) 
than can be attained in a pulverised fuel 
firing. Second, as a consequence of 
the above, lower temperatures, of the 
order of 750-900*^0, could be employed. 
At these lower temperatures, problems 
such as deposits do not arise at all, bc- 
^ cause temperatures are not high enough 
to melt the ash. Another advantage is 
that environmental problems due to 
emission of sulphur dioxide, oxides of 
nitrogen, etc do not arise at all because 
these temperatures are not high enough 
for their formation, especially when 
limestone or dolomite is used for arrest¬ 
ing the sulphur dioxide. Fortunately 
our coal does not contain much alkali as 
obtaining in brown coals of Victoria, etc 
in Australia. The result is that we get 
a combustion, which is free from ill elT- 
' ects of normal pulverised fuel combus¬ 
tion. 

Increased Efficiency 

Wc have at the Institute a 2 ton 
steam/hr fluid-bed combustion unit. 
In this we have experimented with mid¬ 
dlings etc containing more than 35 per 
cent ash, with efficiencies of the order of 
90 per cent. Wc have tried tests even 
with the rejects from the washeries, which 
contain about 65 per cent ash, and have 
obtained efficiencies of the order of 80 
per cent. Incidentally, the CMERl at 
Durgapur has confirmed these results. 
At Regional Research Laboratory, Jor- 
hat, where there is a similar unit and 
where they have experimented with high 
sulphur coals, they have found these high 
sulphur coals can be burnt with high 
efficiencies and freedom from sulphur 
dioxide emission, especially when limes¬ 
tone is used. Fortunately, we do not 
have in India high sulphur coals, but in 
countries such as America (Eastern 
region) where are found coals containing 
3-4 per cent sulphur, and where the en¬ 
vironmental laws are more strict than 
ours, such a type of combustion is a 
welcome innovation indeed. Someone 
bas gone to the extent of saying that 



the only sensible way to burn coal is 
through fluid-bed combustion. 

Further advance on the normal fluid 
bed combustion is the pressurised fluid 
bed combustion, where combustion takes 
place at a pressure of 15 atms. It is re¬ 
ported that efficiencies of the order of 
95 per cent have been obtained using this 
even with high ash coals. At CFRI we 
are planning to go ahead with a pressure 
unit. The experimental unit of the 
CFRI, which is a concept design of a 
pressurized unit"* of Battelle Laboratories, 
Colombus, Ohio. 

Coking Coal 

Formed-coke from low rank coals 
is another technology, which has been 
developed at the institute, on a pilot 
plant scale of 1 ton/hr. As is well known 
the reserves of coal in India arc about 
110 billion or 110 thousand million tons. 

1 am not sure of the break-up, but when 
the known reserves were 80 billion tons, 
there were 20 billion tons of coking, and 
60 billion tons of non-coking coals. One 
can sec that our coking coal reserves are 
limited, and even with best possible way 
of conservation by blending with sub¬ 
standard coals etc, and with innovation 
such as prC'beating, stamp charging, 
briquette blending, and so on, wc pro¬ 
bably cannot expect to increase the life 
of our coking coal reserves by say not 
more than 40-50 years. Ours is a deve¬ 
loping economy, and steel production 
has to increase appreciably if our major 
industrial projects have to be success¬ 
ful. 

Import of coking coal is a partial solu¬ 
tion to the problem, and perhaps can be 
justified from the short term viewpoint, 
but definitely not from long term point of 
view. Naturally, any innovation that 
would contribute to dispense with the 
import of coking coal would be a wel¬ 
come feature. One such technology, 
which is also being tried in other coun¬ 
tries is the formed coke technology. In 
CFRI formed coke process, non-cok¬ 
ing coal is carbonised at a temperature 
of about 850°Cin one or two stages, in 
lump fluid-bed (a 2 ton/hr plant is in the 
process of being setting up), and the char 

* A further advantage of the pressure unit is 
economy in capital expenditure, space, etc. 
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that is obtained is blended with a binder /;, 
processed from the tar obtained v 
from the same coal, and bd* ^ \ 
quetted at a pressure of 1.5-2 ton/sq in ! 
at a temperature of about 55-60°C. The * I 
green briquettes so produced are cured " ’ 
at a maximum temperature of about 
275°C in presence of oxygen-rich flue a 
gas. We have run the unit continuously for $ 
a test campaign, and obtained briquettes $ 
of very good point crushing strength.* 
(300 kg). These briquettes have been 
tested in a cupola at the Kulti Iron Works, 
achieving metal temperature 50-60®C 
higher than what are obtained with con¬ 
ventional byproduct coke. There has also 
been an appreciable reduction in phos¬ 
phorus percentage due to low phos« 
phorus content of the formed coke itself^t 
and this is a welcome feature indeed int 
spun pipe manufacture. I 
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Ambitious Project 

We have become a little ambitious, and 
are pursuing this production with a view 
to get enough material for tests in a low 
shaft furnace, with a view to finding out^ 
if these briquettes could be used, in ad-| 
mixture with conventional coke. Even* 
if we arc able to incorporate a sizabtel 
percentage of the briquettes in the feed,! 
without a serious increase in the coke-l 
rate etc., we would have achieved at 
notable thing from the point of view of I 
utilisation of non-coking coal for metal-i 
lurgical purposes. Countries such as| 
America have claimed success in this^' 
enterprise, but one can appreciate that); 
Indian coals are different from foreign; 
coals, and one has to exercise guarded; 
optimism in such a venture. 


As far as the utilisation of the formed^ 
coke in cupola is c( ncerned, as 1 said; 
earlier, it has been a tangible success^ 
We have had enquiries from cup 0 l|| 
owners even from South India. & 
can be appreciated, that coke of desiref 
strength at the source of productioi£, 
will undergo degradation during tFaii8V\ 
portation, and even if there is 20-30 pe^ 
cent coke breeze formation in the pro<^ : 
duct when it is received at the destiaa^! 
tion, the foundry manufacturer can ill 
afford the loss of it, particularly if be 
has to pay about Rs 600 or so for the 
coke received. 
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Economic Analysis 


The Business of Businessmen 

This here, is the second instalment of a panel discussion dealing with business community in India. The first part, 
^The Politics of Non-Economics' dealing with politicians and political parties was published in our issue dated 
February 27, J98L 


Akbar: J thought wc couJd slightly 
change the subject and that is, we have 
I think absued politicians, bureaucrats 
in turn and various other segments of 
our elite. 1 think wc are being protec- 
tonists towards one community of 
people and that is the industrialists and 
businessmen. Why don't we start off 
with Mr Nehru and everybody tell us 
what is wrong with businessmen in the 
country? 

Nehru: Well, Sir, I think you 
(Arunachalam) should take part in this 
debate also not only as a moderator 
but in explaining what is wrong with 
the businessmen and the indu.strialists. 
For my part, answering one-fourth of 
the question I will deal with one-fourth 
of what is wrong and that’s, I think the 
industrialist, as 1 siiid earlier, had become 
a party to this racket which is hold¬ 
ing the country to ransom. Just think 
of it. Since the system of control started 
with the beginning of the w'ar in 1939, 
before that we had a free economy, we 
have had a whole generation not only 
of politicians, of bureaucrats, of acade¬ 
micians but also of industrialists who 
simply do not know what a free economy 
is, and it is very interesting. If you ask 
the older industrialists who remember 
the old days of competition, they seem 
to be in favour of a free economy. But 
the new generation of industrialists, the 
people who have grown up with this 
system are all in favour of that. 
They will say here and they will 
make speeches and say get rid of 
the controls. But when you say, all 
right, wc get rid of all the controls and 
you face the competition and face not 
only your own internal competition but 


face external competition, only he will 
be protected by tariffs and not by im¬ 
port licence and quotas, then you see 
what the reaction is because we have 
forgotten to compete, the industrialist 
has forgotten to compete. I think, 
basically, this is what is wrong. If the 
industrialist were to examine his own 
conscience, he would see that he is only 
for the abolition of those controls which 
come in the way of his expansion. He is 
not in favour of the abolition of those 
controls which make him work harder 
in a competitive market economy, com¬ 
peting against his equals here and his 
equals abroad. This is my share of the 
answer. 

Pruthi: Dr Swamy, I have the infor¬ 
mation and experience, of a fairly clo.se 
quarters, working as I do as a consul¬ 
tant with various people’ that there are 
six possible areas which generate black 
money in this country. One is steel, the 
the other is cement, the next is sugar, 
the fourth is urban land, fifth is the area 
of controls and sixth is the factor of 
not being able to scrutinise the accounts 
of political parties. Unless you can add 
other factors to these, I would like you 
to please tell me, if it is very difficult to 
solve this problem? 

Point two, your party, of which you 
are a very prominent member and 1 
know through my friendship with you 
that I can take this liberty of asking 
this pointed question, had 19 months in 
which it could have restored to people 
the measure of freedom which normally 
goes snyonymous with the kind of coun¬ 
tries we quote rather glibly, whether it 
is America or England or whatever, 
which is the only way to help preserve 


democracy or varying the same thing 
which is the only way which helps place 
an embargo as to how far a politician 
in a free society can go. 

Swamy: Well, 1 agree with you that 
one of the inducements to generate 
black money is the willingness of politi¬ 
cal parties to take it, in fact the political 
parties do exert a lot of prc.ssure for 
such kind of money. The problem has 
arisen because of a very interesting 
loophole in the law that political parties 
do not have to declare or disclose 
their source of income and that 
they do not have to present an 
audited statement to anybody. So, 
therefore, any money from anywhere 
from the political parties’ point of 
view is not illegal. Well, 1 was 
in favour of—T think the Prime 
Minister also was in favour of—doing 
two things. One, introducing auditing 
and two—the more important thing— 
removing the ban on the donations by 
companies to political parties. I think 
this certainly would have reduced one 
very important reason for generating 
black money. But the reason we did not 
do it is the nature of the Janata Party. 
It was literally an overnight organisation 
in which the basic purpose, by coming 
together, was to remove what we consi- 
derd to be an authoritarian regime. In 
fact, all the authoritarian regulations that 
we had inherited during the Emergency 
were dismantled by Janata Party but 
this particular aspect could not be done 
because old habits die hard and it is not 
possible unless a party comes to power 
after having been committed to it. But 
I would put it the other way round. It 
is easier to stop the incentive for gene¬ 
rating black money and then that auto- 
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matically would put pressure on political Choksi Committee report, if they had 
parties. been implemented seriously along with 

the Dagli Committee report, wc would 
Today, the incentive for generat- have got towards a system which can 

ing black money and, in my opinion, generate very fast rate of growth, 

the main reason for lower rate of 

growth, is our most absurd, impossible, Anmachahm: Now we get on the 
tax system. I will give you an illustra- q“e«'on- Mr Chatterjee, please. 

tion. nje line I was pursuing-my in- chatterjee: This is in relation to in¬ 
fluence with Mr Morarji Desai only dustrial sickne.ss that we are facing all 
began in late 1978 but by early 1979 the country at present-it is 

Goveminenthadcollapscd. So there was widespread as all of us know-and 
not much room for my manoeuvres. 3bo„t looo/l 200 crores of rupees of the 
But the question is -I would say. institutions have got blocked 

forcxample, today if one really wanted in these units. Some of them are, of 
to step up the rate of growth and course, genuinely sick, there is no doubt 

drastically reduce the generation of about it, on account of external factors 

black money, one very imoprtant, or factors for which the units Ihcm- 

simple, step is the abolition ol income selves are not very much responsible, 

tax for five years. The total national jhe others, perhaps it can be 

revenue, the Central budget revenue, stated that the management there has 

.from income tax is only four per cent and manipulated in such a way that it has 

1 would say the contribution of income brought about a certain amount of 

tax to ^generation of black money is sickness so that it comes under the 

close to 90 per cent, remaining sources liberalised financing list and in such a 

are—1 would put them at only 10 per condition the management would be, if 

cent. All the other things are inter- j ^jiy enjoying the sickness. That 

connected, they come out of it and it is enjoyment of sickness is also there and 

this tax system which in my opinion ^vc have not been able to yet distinguish 

has generated all that has happened in clearly, by means of some process or 

the Indian economy. procedure, which one is genuine and 

which one is not and also (he third 
We have a laboratory case of indivi- category which one really deserves 

duals. The question was asked about liquidation. I would pose the question 

businessmen. I do not want to say any- ^ 5 ^. What would be the procedure in 

thing because Mr B.K. Nehru has future which could be recommended 

stolen all my ideas and said all I want- here or could be discussed here in re¬ 
ed to say, so therefore, I will not repeat laiion to these sick units and what would 

t it. But 1 will say this that why is it that be the remedies that would be laid 

I Indians when they go abroad and settle jown of course, broadly speaking which 

there, the .same Indians coming out of combat this type of sickness in 

the same system, same education, same jbe economy in general, 
background they acquire the reputation 

for being, by and large, let us say, 90 Pruthi: May I add to that question, 
per cent, 95 per cent, of being very I pose this question with the concur- 

honest, hard-working people who get rence of the quesitioner to Dr Patel 

ahead. Why is it the same Indians can- who presides over the Reserve Bank of 

not do it here? And 1 would say the the country with great distinction. It 

principal culprit is the tax system which has been known I hat the financial in« 

when our party was in power, we did stitulions in this country are next to 

have the Committees of Palkhiwala nobody in their competence and in 

and L.K. Jha whose reports unfortutia- their capabilities. If the financial in- 

tely came only in 1979. I think we stitutions are allowing themselves 

could not implement them. But I am and the banking system to lockup 

sure the Jha Committee report and the nearly Rs 2100 crores in sick industries. 


is it because wc are allergic to any one f 
who is sick being allowed to wither- t 
away or is it that we are all too ready ♦ 
to provide an alibi to inefficient and t 
mismanaged units to seek the State J 
exchequer as a salvager available for ^ 
always ? What would be your rcac- J 
tion Dr Patel ? ^ 

Kanoria: I too would like to add to ▲ 
this question, I think Mr Chatter- X 
jee has raised a very valid question and i 
I would also like to ask the members x! 
of the panel to what extent the units i 
who have become sick and gone 
under the management of either t 
financial institutions or IRCf or some t 
son of a Government bank manage- X' 
menl, what is the proportion of losses Z 
when this management change took I 
place, in other words, this Rs 1000 1 
or Rs 2000 crores which is locked i 
up in the sick units, whether it is not X 
true that 60 or 70 per cent of the i 
losses have been incurred only after the X: 
units have gone into some sort of a i 
management and whether under these f 
circumstances it is not desirable that i 
units which become sick are cither Z 
allowed to wither away or amalgamate i 
with healthier sick units for which 1 
there was a proposal but has not 1 
been implemented by this committee 
vigorously with the result that this is 
a constant burden on our exchequer 1 
to the extent that the employment wc 2 
create or maintain by spending the i 
money—in some cases even the price 2 
of cotton in one of the mills in West ^ 
Bengal is higher than their realisation t 
and the losses are greater—whether ^ 
such a thing should be allowed to ▲ 
continue under these circumstances? ^ 

Armachahitn: May I request you ♦ 
Dr Patel to field that question ? X 

Patel. I think the questions are T; 
long, the answer would be very brief. J 
• I think it is exactly another example % 
of the kind of situation that Mr J 
Nehru was describing about the ^ 
political system being in league with ^ 
each other which is the normal thing. { 
After all, getting sick is not some- } 
thing which happens only in our J 


S93 


MARCH 6, 1981 



country. Wherever you are changing 
economic conditions on false calcula¬ 
tions, some industrial units will go sick. 
Normally one of two things will-happen; 
either the man will sell out at a loss; 
even though he may have invested Rs 2 
crores, he will sell the whole lot for Rs 
50 lakhs and some clever man will find 
it worthwhile to buy it at Rs 50 lakhs 
and run it. Of course, he will retrench 
the slaH, he will do various other 
things; or a her natively, he simply goes 
under and he says, thank you very 
much, the doors arc closed. Now, why 
docs not any of these things happen 
in India? Politically at once a scare 
would be created that there is going 
to be unemployment. So before you 
know, ihe industrialist himself would 
have seen to it that pressure is 
brought on the financial institutions 
to pour more money because otherwise 
there would be unemployment, what 
is going to happen? He probably has 
collected his original money, so he is 
not much bothered about whether 
further money has to be collected 
or not. 

Now, even if the mill is restored to 
its original health and in between the 
management is in somebody clse’s 
hands, the old owners can come back 
and claim that now they have a right 
to come back. The whole scheme is 
geared in such a way that natural deaths 
arc not allowed and I daresay that 
this is where the industrial labour, 
which is privileged, the industrial 
classes, which arc privileged, and the 
political elements arc all combined 
here if 1 may take a slightly different 
track on this; 1 think the problem 
with us is that we talk all among each 
other and as 1 said wc blame each 
other although we come from the same 
class. We like to say that the dis¬ 
tribution problems are not important, 
only production is important, it is 
accelerated growth, there is not a word 
about distribution of poverty. The 
fact of the matter is that distribution 
problems cannot be avoided because 
they wiJI be raised by the people who 
are affected. When we ask, why arc 


the farmers agitating? Why are the 
trade unions agitating,? Why are the 
industrialists agitating? There is no way 
in which a society which is free can 
avoid distributional tensions. They 
are bound to be there. And the irony 
of a poor^ country is that the real level 
at which redistribution matters is from 
the people who are just above the 
poverty line to the people who are just 
below the poverty line, because they 
constitute 80 per cent of the popula¬ 
tion, the rest in a sense are irrelevant 
to the real redistribution which is 
required. 

Whether you get rid of the 500 
princes or whether instead of first 
hundred families the first 500 families 
share the industrial wealth of the 
country is of no consequence wbat-so- 
cver to the community. So all the 
equality in terms of concentra¬ 
tion of economic power between 
thousand families and taxing the 
multi-millionaires is of no consequence. 
What is of real consequence is, are 
you prepared to tax—and I think here 
I will take slightly different view from 
Dr Swamy - may be it is not different, 
may be only different in emphasis - are 
you prepared to tax the man who gets 
6 (X) rupees per month? Everybody says 
bank clerks are getting away with it. 
They are earning a lot of money. Yes, the 
bank clerk gets 600 to 700 rupees but 
you say income tax exemption limited 
should benot Rs 6000per year, it should 
be not Rs 10,000, it should be even 
higher than that. So when it comes to 
income tax exemption limit, a thousand 
rupees per month is a low income. 
When it comes to paying somebody 
600 rupees per month it is a very high 
income. What I suggest is that we 
have not got—and that is where the 
political system also comes in with it— 
courage to tax the 600 rupee-vallas 
for the benefit of the 300 rupee-vallas 
and for them you need a tax system. 
Even Japan and other examples we 
quote of a light taxation system, they 
are not light taxation .systems at the 
low level. They start ratlier high and 
remain more or less at that level; they 


start at 20 per cent and end up at 50 
per cent, but they do start at 20 per 
cent even at the level of a comparable 
income that would be something like 
500 to 600 rupees per month. But we 
give this kind of thing up on the 
ground of inconvenience, this, that and 
other things. 

I think the really difficult problem 
with us is that wc are like a sort of, you 
know, tilted against the windmills, if 
you like, by just talking of redistribution 
at the top five per cent which, as I said, r 
you can finish them all if you like and 
it won’t make much of a difference ex¬ 
cept perhaps in the sense of entrepre¬ 
neurship or things like that. But that 
each change in the society, 
each progress will bring in a new 
class which will be slightly privileged 
and must pay in bits for its privilege 
because there are still plenty of people 
who arc under-privileged. That is the 
difficult task and I don’t think any 
amount of talk that we may do here 
about incentives and lack of controls 
and the fact that taxation can be got 
rid of and that we only concentrate 
on production and not on distribution, 
can take away the distributonal pro¬ 
blem because it is inherent in develop¬ 
ment that a change is relative, it is 
not merely relativity of prices but 
relativities of incomes, relativities of 
political power and it will be exercis¬ 
ed, whether we like it or not. So I 
think let us not over-simplify the 
problem that somehow wc will get rid 
of this if we can find a way of just 
getting rid of half a dozen things 
which are bad. 

Kanoria : I think Dr Patel has talked 
a lot, but my question, primarily 1 will 
direct to him. This is about the cost 
of money in India which has become so 
high that it is affecting investment and 
growth. And I think one of the reasons 
may be that whereas inflation may be 
due to a variety of reasons, about the 
Government policy on prices, about 
linking wages with cost of living index 
and because of infrastructure short¬ 
ages, but all the measures are supposed 
to be checked by the Reserve Bank of 
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Indta» by its monetary policies, with 
the result that we have a situation that 
the brake is probably at the wrong 
place and wherever the investment 
could come for further growth, there the 
brake is put because there is a constant 
pressure on the Reserve Bank to keep 
the inflation under check. Politically, 
the Government does not have the will 
to take real decisions and they bring 
pressure on the Reserve Bank and the 
bankers to take policy measures by 
which temporarily it can be controlled 
but it aggravates the situation. And 
one of the major off-shoots of this is 
the high rate of interest with 
the result that the risk capital in this 
country is scarce and one cannot get 15 
per cent of his deposits easily. So, 
either the profits have to be astrono¬ 
mically high or nobody would like to 
invest his money into the risk capital. 
Now, is there a possibility that there 
will be a review of this interest rates 
and the interest rates will be suitably 
modified, so that it may spark invest¬ 
ment and growth? 

Swamy : If you answer that question 
1 will haul you up in Parliament. 

Patel: I said a moment ago that 
Members of Parliament have a right to 
say something to me: 1 have a right to 
decide whether I listen to them or not, 
so 1 will answer it. 

1 think there is no denying the fact 
that the capical market in the country 
is not a free thing, like everything else 
even the capital market is not a free 
thing. There are so many controls, as 
I mentioned earlier. We ask the 
banks to invest J /3rd of their deposits 
at 7 per cent not only in Government 
securities but also in the IDBT bonds 
and the IPC bonds and, then, we say 
that because you are able to borrow at 
a low rate of interest you lend it at a 
low rate of interest to somebody and 
at a higher rate of interest to some¬ 
body else. But I submit that if you 
followed a capital market policy 
which is totally free from Government 
interference in the sense that you are 
left free to raise money at such prices 
as you will have to offer and somebody 


else is free to lend his money competi¬ 
tively at such prices he can get either 
at home or abroad, you will be paying 
much higher rate of interest than you 
are doing now. And ail 1 can say is 
that Mr Jha*s statement of maternity 
is a fact. What happens today is a fact, 
but what will happen if you did not 
have it, is an opinion. But I do think 
that the overall effect of controlling 
interest rates in India has been, by and 
large, to keep them on the low side 
rather than on the high side. 

Arunachalam: I would just like to 
add one comment to what Dr Patel 
said. Whatever the level of interest 
rate, there is only one problem with 
the interest rates and that is, once 
they go up, they do not come down 
Yes, Dr Subramaniam Swamy. 

Swamy: T just want to intervene on 
this distribution problem which Dr 
Patel mentioned. 1 think the important 
thing for Dr Patel to have specified— 
and I think it is important for us too 
to be clear about—is how do you 
bring about a redistribution of income. 
In my opinion, the licensing system 
and the tax system have failed to do 
that. If anything 1 can support this as 
fact—they have actually accentuated 
the problem. Therefore, in my opinion, 
in the present system, given adminis¬ 
trative structure, given the fact that 
the kind of people we have at various 
levels, it would he far easier to distri¬ 
bute income in favour of the poor 
people by reducing prices of essential 
commodities rather than seeking to 
transfer resources through taxation 
system. That is what I meant. I am 
not saying that there should not be a 
taxation system, but there is a taxa¬ 
tion system. The indirect taxation 
system is there. It is all over. It is a 
regressive tax system, but it is there 
and the poor people pay it. The ques¬ 
tion is, how can the poor people be 
brought a little higher. The only way 
the}' can be brought a little higher, in 
my opinion, in the present Indian 
system, is by reducing the prices of 
about 7 to 10 commodities which are 
considered essential by them. If wc are 


to do that there will be a redistribution 1 
of income, 

The second thing I would like to ♦ 
add,—the question of farmers demand J 
ing and how this will snowball, and j 
this was linked up with the general ^ 
question of being organised and de- ♦ 
manding more. 1 wou]d|ltke to say that J’ 
if you want really a growth orientation, ♦ 
then we have to look at their demands t 
in terms of what they are entitled to, f , 
not in the sense of what the other man j, 
is not getting and therefore how much T,v 
you should deny yourself. The far- ? ' 
mers* agitation is only for two J ^ 
commodities—sugarcane and onion 
in Maharashtra, and in UP it is 
entirely for sugarcane. And their argu- 
mentis that if a consumer is paying t,? 
RslOandRslS, why should wc be j 
given only Re I per kilo? Wc ought to J ’ 
get a little higher. We ought to get t 
some of the things that are going to j 
the middleman or somewhere else, f 
That is their argument, it is the same ▼ 
thing about onions. They arc demand- t 
ing Rs 100 per quintal. And you know t 
what the market price is. Therefore, f, 
the demand is not in the sense what t 
has happened to their cost of produc- t j 
tion. That is certainly an argument, ♦ 
but the more important thing is that t 
neither the consumer, nor the farmer ♦: 
is benefiting by it and somewhere in ♦ , 
between those who are doing transfer ♦ 
activities, that is transferring produc- ♦ 
tion from producers to consumers, ♦ 
they are earning all of it and they want | 
a share of it. And I think this kind of t 
movement is the only effective way t 
of cutting into those windfall profits. ♦ 

Prut/ii: Mr Chairman, I have two t 
specific questions—one ft)r Mr Nehru X 
and one for Mr Jha, and I ask these % 
questions very respectfully. These are £ 
loaded questions and long winded ones, £ 
but may I have short answers to these i 
questions? Z 

1 have a feeling that the business x 
community in this country—and I am 1 
holding no brief for the business world | 
—has been very unfairly dealt with, I 
When wc envisaged a mixed economy 1 
33 years ago, there was a different J 
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J situation with the insurance world, dif- 
} fercnt situation with the banking world 
and so on. Business, as Mr Kanoria 
has very rightly said, require risk capi- 
1 tal, risk capital requires capital 
^ market, capital market is total- 
1 ly incompatible with 15 per cent or 16 
i per cent fixed deposits. Consequently, 
i the whole policy is emphasising an 
j entrepreneur to become a rentecr. And 
history offers many examples of many 
nations which did not produce and 
entrepreneurs really languished. That is 
the question for Mr Nehru. 

Nehru: What is the question? 

5 Pruthi: Have we or have we not dealt 
J with our business community unfairly? 
i I And if there is a different tact required 
’ I in order that we could fulfil hopefully 
' I what we envisage in the Sixth Plan and 
■! beyond? 

* j Mr Jha, again, as a student of his- 
f tory I would like to ask your advice. 
X Several countries have had several 

♦ t growth rates, ups and downs. Among 
^ j niany other inputs much the greatest 
U input which has rescued them in times 

IX of crisis has been tlie question of 
it national leadership. Whether it was 
^ j America in the early 30's when combus- 
<1 tiblcs of social and economic rcvolu- 
it tions had to be handled and Franklin 
*1' Roosevelt turned the corner, or it was 

1 in the early 40's in Great Britain, the 
K ! voice of one man really retrieved the 
situation, or the mid-4<)'s in this coun¬ 
try that a fragile, fakir-looking man 
compelled the most imperious power to 
see reason and relinquish, or whether 
it is the example of Japan and Germany 
in the last 30 years—do you feel that 
we do not have that particular attri¬ 
bute endowed in fair measure ? If 
not, how do you think we will face the 
challenges of 80\s and beyond? 

Nehru : Mr Chairman, 1 find it very 
difiicult to answer that question be¬ 
cause this is entirely a question of opi¬ 
nion—has the industrialist over the last 
30 years been unfairly dealt with ? This 
is purely a matter of opinion and how 
would you define fairness and unfair- 
*5 ness ? If you judge by the results the in- 

X dustrialist has done pretty well in the 


limited field in which he is being given 
an opportunity. In fact, to my mind, 
he has done too well. 1 would advo¬ 
cate - and on this point I agree with 
Dr Subramaniam Swamy—^he will be 
glad to hear that—<that we should work 
our way as rapidly as we possibly can 
towards a market economy, towards a 
free economy. Now, if the industria¬ 
list does badly in a market economy, 
worse in a market economy than he 
does in a controlled economy which he 
probably will, by and large, as an in¬ 
dividual industrialist, then 1 do not 
think you can say that he has been 
unfairly dealt with in the sense that he 
has not been allowed to make profits, 
legitimate or illegitimate. He has, and 
he has made enormous profits of 
both kinds because the competition 
has been restricted by restriction of the 
market economy. If, on the other 
hand, you say that he has not been 
allowed to expand, that a class of indus¬ 
trialists has not expanded and also that 
the industrialists has been abused right 
and left by the politician—Dr Swamy, as 
the politician has abused bureaucrats, 
as well as other segments of the society, 
then I would say, it has been unfair 
because people want somebody to lay 
the blame on and the industrialists and 
the bureaucrats and various other peo¬ 
ple arc easy targets. But I do not 
think the answer to your general ques¬ 
tion can be given. 

Pruthi : Maybe. 1 will turn it over to 
Dr Subramaniam Swamy to give us 
another angle and I am going to be 
little more specific to the general new 
answer to this question—-the three 
things specifically 1 have in my mind. 
Well, the businessman is a part of this 
country. His growth is synonymous 
with the growth of the country any¬ 
how. Eighty per cent of the funds 
available for investment in this coun¬ 
try are in the monopoly of the State. 
There are all pervasive controls starting 
from how to get it to going in effect, 
which normally takes 3 to 7 years. 
After you have got going, you have 
no right to hire and fire. Hire, per¬ 
haps, yes, but you don't use that right 


because you don't have the right to 
suspend. 

Next, canalisation, which is so severe 
that it is not even funny to call it per¬ 
nicious. If business is an adjunct of 
the State to seek growth, accelerated 
growth apart, how are we going to set 
the situation right ? 

Swamy: First of all, I would like 
to say, shocking as it may seem, I 
am also in broad agreement with what 
Mr Nehru said. I think the im¬ 
portant thing is that, first of all, for us 
to be absolutely clear as to what we 
want. I think this country, and this 
society particularly, is suffering from 
a deep sense of hypocrisy where what 
we preach is not necesssarily what 
we want to practise. It is not that we 
can't practise, but wc do not want to 
practise. It has become a part of our 
culture to profess to be leftist and 
in that process the governmental re¬ 
gulations, the hegemonistic position of 
the Government or the commanding 
position of the Government, is con¬ 
sidered a desirable thing, and in the 
process the governmental regulation 
has welcomed a breed of industrialists, 
in this country, who, in my opinion, 
are quite comfortable with the present 
system of controls. I have not really 
seen a fundamental revolt against the 
present system of controls from the 
industrialists as I see them from 
Delhi. And since the growth of the 
present crop of industrialists, specially 
the fast growing ones, has been pos¬ 
sible in this environment, therefore, 
they are the ones who are not keen 
on it, on dismantling it. 1 think you 
will have to have a much wider con¬ 
sensus, you will have to honestly come 
to grips, as Mr Jha, I think, has 
said, that you have to )iave a system 
which suits the genius of this country 
and the genius of this country, in my 
opinion, is the small and medium 
businesses fiercely competing with each 
other which is what we see of Indians 
in Africa, in England, in various 
parts of the world. And if that kind 
of system is there in India it will suit 
the genius of the Indian people and 


EASTERN ECONOMIST 


596 





the kind of things that you have 
noticed would not come about. 

Why should the businessman be 
dependent on public linancial institu¬ 
tions? Well, I think, because of his 
contacts in Delhi. I think those who 
want business, those who want finance, 
do get it. I have not seen anybody 
being denied it. And Dr 1. G. Patel 
is keeping silent, which means that 
he agrees with me. Therefore, the 
issue is that today, as Mr Nehru 
originally started up by saying, they 
have become participants in this loot, 
in the system of loot. 1 do not mean 
in a bad .sense. I think in the pre¬ 
sent context only those can survive. 
So, where is the brake to come? 
First of all, creating a social climate 
or political climate where it is not 
unfashionable to ask for a dismantling 
" of the present system of pay-offs and 
loot. And that is coming. 1 have seen 
this ill the younger generation quite 
a lot and in five years it will catch up 
with us. 

Arunachalam: Thank you Dr Swainy. 
Now, the question to Mr Jha. 

Jhu\ Mr Chairman, I think it is very 
difficult to keep one's thoughts prevent¬ 
ed from overrunning a bit. Arising out 
of what Mr Nehru and Mr Swamy 
have just answered, one thing comes to 
my mind is that the best anti-gambling 
literature comes out of the Riviera and 
it is financed by all the gambling houses 
because they want other cities not to 
r open casinos. On the same principle the 
best case against controls is made 
by industrialists because that is the best 
way of ensuring parliamentarily that 
controls are necessary and desirable 
and socialistic and on that principle the 
controls go on. But let me be very sure 
that there is a difference between indus¬ 
try and industrialist. 1 have talked of 
sick industries but there are very few 
sick industrialists, not even tho.se 
whose industries have become sick are 
themselves sick. So whether you have 
been referring to industrialist or not or 
referring to industry or not, that is a 
matter which also needs clarification. 


Now, coming to this point about 
growth rate, I think perhaps the best 
and as far as I know the only really 
careful analysis of the factors contri¬ 
buting to growth has been made by 
Edward Denison of the Brookings 
Institute. Now, one of the things which 
comes out of that study is that in the 
economic growth of the United States 
between 1948 and 1969 capital account¬ 
ed for less than 20 per cent. What is 
more, in a comparison of the growth 
performance of the American economy 
with the economy of other countries 
which did better in the 50s and 60s, 
namely, Japan and a number of coun¬ 
tries in Western Europe, capital account¬ 
ed for only a small fraction of the 
difference in performance and in some 
cases it is none at all and the really 
dominant elements determining the 
growth rate were firstly increase in 
labour productivity; that was a fairly 
siisuble chunk, but again between capi¬ 
tal and labour only about 60 per cent 
got explained, the rest 40 per cent was 
sensible allocation of resources which is 
of intellectual inputs, advances in know¬ 
ledge which means technology but not 
technology in that very narrow sense 
of what comes out of laboratory but ad¬ 
vancing knowledge covers management 
techniques, marketing techniques and 
everything else. 

So the factors which promote 
efficiency in the use of the material 
inputs, they play a very signi¬ 
ficant role In determining the rate of 
growth and, therefore, it becomes 
relevant to the question which we are 
discussing in the seminar ; how to 
accelerate growth. But F would hesitate 
to draw any historical support for the 
view that it is directly the result of poli¬ 
tical leadership of one type or another, 
if you have the wrong political leader¬ 
ship it can be frustrated 1 would agree 
but the material factor—-for example, 
take Keynes—I mean his leadership 
and thought in the Thirties brought 
about a change from New Deal in 
America to the policy of full employ¬ 
ment after World War 11. Now, that 
was certainly a case of leadership in a 


break-through knowledge. So I would 
say human inputs, human resource and 
this bit of point I made earlier, it is not 
that we are deficient in that human 
resource, we are not using it properly. 
Mr Subramaniam Swamy made a 
comment that Indians go abroad and 
do so brilliantly and why do they per¬ 
form so well. But having posed that 
question he in a way controverted his 
earlier hypothesis that you abolish 
taxation and everything is all right 
because in the countries to which 
they go there is a very sound and 
elaborate taxation system but it is 
not so bureaucratic, it is not so com¬ 
plicated, it is not so insensible. So it 
is not a matter of one single gimmick 
here or there, it is a question of reform 
of the system and there, I don’t say 
because 1 was chairing that committee 
or because niy distinguished friend 
here was a member of it, the two com¬ 
mittees which went into taxation were 
really looking at the system. We said 
that we arc not saying tax more or 
less, but how to organise your tax 
system so that the burden on the tax¬ 
payers is not as it is today, very much 
more than what the exchequer gets. 

Now, there is no sense in a tax system 
which raises price more than the ex¬ 
chequer nets. So there are .so many 
slips, seepages in the economy and the 
whole working of it that we are in some 
danger of becoming little flabby, soft— 
call it what you will— but we arc not 
functioning to the peak of our pcrforc- 
mance potential and that indi¬ 
vidually in Indians exists, given a 
climate in which it can thrive, it mani¬ 
fests itself and we have to do some¬ 


thing to bring about. Now, that 
climate to my mind is (he only thing 
which is changeable. You cannot 
change human beings’ mind by hyp¬ 
nosis which deals with the system and 
therefore, looking at thii system which 
is that of reform, taking into account 
how our people normally think and 
react would be a very important ele¬ 
ment in stimulating growth. 


(—To b& concluded) 
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In the Nation 


Raw Deal to States ? 


The attempt of the Union Finance 
Minister, Mr R. Venkataraman^ to mobi¬ 
lise additional tax revenue next year pri¬ 
marily through changes in customs 
levies has evoked a good deal of contro¬ 
versy. Jt has been alleged that the inter¬ 
est of States has been ignored. The reali¬ 
sations from customs levies are not share¬ 
able with Stales. Under the Finance 
Commission’s awards, they are entitled to 
share only the receipts from Union excise 
duties, income tax (basic), estate duty 
and hotel tax to varying degrees. The 
net collections under the additional ex¬ 
cise duties in lieu of sales tax are to be 
fully passed on to them. The adjust¬ 
ments proposed in the Union excise 
duties will bring in next year an additio¬ 
nal revenue of only Rs 28.52 crorcs of 
which Rs 10.72 crorcs will accrue to 
States. The concessions granted under 
the Income-tax Act, on the other hand, 
will lead to an erosion of revenue to as 
large an extent as Rs 115 crores. As 
under the Seventh Finance Commission’s 
award, the realisations from income-tax 
(basic) are to be shared with Stages to as 
large an extent as 85 per cent, as against 
80 per cent earlier, States will be loosing 
on this account Rs 85.61 crores. Con¬ 
sequently, instead of beneliting from the 
additional taxation effort of Mr Venkata- 
raman, they will be foregoing approxi¬ 
mately Rs 75 crores out of their share in 
the tax receipts of the Centre. This has 
been interpreted as Mr Venkataraman 
being too liberal at the expense of States. 

Ostensibly the criticism is not unjustifi¬ 
ed. But it does not bear close scrutiny. 
The Finance Secretary, Mr G. Rama- 
chandran. and Secretary. Department of 
Economic Affairs, Mr R.N. Malhotra, 
pointed out at the press briefing on the 
day following the presentation of the 
budget, that it was wrong to assume 
that there was a conflict between the 
Centre and the States in providing relief 
to those who deserved it. Concessions 
in income-tax have been provided in the 


recent years without any murmur from 
the State Finance Ministers. The absence 
of any criticism of the concessions given 
in the past might have been due to the 
fact that there was no loss of revenue 
involved which is the case this year. But, 
surely, the State Finance Ministers cannot 
take objection to the grant of relief to 
the middle income groups who have 
been invariably denied it on the previous 
occasions. Sometimes the incidence of 
income-tax on these groups has been 
even increased, whereas both the lower 
income groups and those with assessable 
incomes above Rs 30,000 per annum have 
been deriving a substantial benefit either 
from the raising of the exemption limit 
or lowering of the tax rate on the top 
slabs. 

States Compensated 

Further, a perusal of the expla¬ 
natory memorandum on the budget re¬ 
veals that despite the loss of Rs 85.16 
crores in their share in income tnx re¬ 
ceipts, States would be receiving signi¬ 
ficantly more than the last year because 
without the concessions which have been 
announced, the revenue under this head 
would be going up to as much as 
Rs 1,559 crorcs from Rs 1,430 crores 
revised estimate and Rs 1,426 crores bud¬ 
get estimate for the current year. 

Both Mr Ramacbandran and Mr 
Malhotra have also pointed out that the 
share of States in the overall tax revenue 
of the Centre next year will not be less 
than what had been assured to them. 
During the talks on the 1981-82 Plan 
outlay. States, they revealed, had been 
told that they would be receiving from 
the Centre as their share in taxes 
Rs 3,956.86 crores. As against this pro¬ 
mised figure, despite the concessions 
granted, they will be getting as much as 
Rs 4,131 crores. The overall transfer of 
resources from th;; Centre to States next 
year would be Rs 7,450 crores, as against 
Rs 7,176 crores this year. 


Another significant point that needs 
to be noted in this context is that a signi¬ 
ficant upward revision was effected in the 
prices of coal, steel and petroleum pro¬ 
ducts in January and February. As both 
steel and petroleum products have to 
bear ad valorem excise duty, the fairly^' 
sharp increases in the prices of steel and 
petroleum products will boost receipts 
from excise duties. On a conservative 
estimate, they will yield next year at least 
Rs 200 crores more excise revenue. No 
doubt, the prices of coal, steel and petro¬ 
leum products were stepped up to obviate 
losses to their producers, mostly in the 
public sector, but their impact on the 
central exchequer, besides netting addi¬ 
tional revenue, has not been insignificant. 
Budgetary support would have been need¬ 
ed to offset their losses. This would have 
either warranted higher tax effort or 
increased deficit financing. The ratio¬ 
nalisation of prices has obviated this 
budgetary support. With the receipts 
from excise duties, even ignoring the 
additional modest revenue proposed to 
be netted through the adjustments envi¬ 
saged, expected to go up sharply to 
Rs 7,088.38 crores from Rs 6,363.34 
crores revised and Rs 6,264.81 crores 
original estimate for the current year, 
the share of States in the excise revenue 
will increase subtantially. j 

Limited Scope 

Further, as the Sixth Plan document 
stresses, with the ratio of tax revenue to 
national income having already gone up 
to 20 per cent, there is only limited scope 
for further resource mobilisation through 
taxation particularly at the Centre. The 
Plan envisages mobilisation of additional 
resources by States to a much larger 
extent than hitherto. They have been 
taking this task easy for several years. 
The additional resources that can be 
raised from the community are common 
whether they are netted by die States or 
the Centre. The moderate effort of Mr 
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V6nkat&raman should provide tome 
scope to the State Governments to fulfill 
* their obligations. 

It, therefore, is uncharitable to assail 
the central budget for ignoring the inter¬ 
est of States. The State Governments will 
benefit to as large an extent as Rs 21.17 
crores on this score, losing only Rs 10.45 
crores in their share in the basic and 
special excise levies, while the Centre will 
be suffering a loss of as much as Rs 15.67 
crores Thus, even under excise levies, 
there will be a net transfer of revenue 
^ from the Centre to States. 


Interest Rates Up 


Mr Venkataraman has done well in 
increasing the rates of interest payable on 
time deposits (upto three years), deben¬ 
tures, company deposits and post office 
savings. 

The interest rates on term deposits have 
^ been increased as follows ; l-or a period 
of one to two years the interest has been 
increased from 7 to 7.5 per cent. For a 
period two to three years the rate has 
been increased from 7 to 8.5 per cent, 
and for three years and above 8.5 per cent 
to 10 per cent. There is no change in the 
interest rates on deposits of five years 
and more. 

On post office savings also the interest 
has been increased as follows : One year 
8 to 8.5 per cent, two years 8.5 to 9.5 per 
cent, and three years 9 to 10.5 per cent. 

Paying heed to a long standing plea by 
industry to increase the return on deben¬ 
tures, the Finance Minister has allowed 
rate of return on these instruments to be 
increased from 12 to 13.5 per cent. This 
is to be welcomed because at a time when 
the private sector is faced with immense 
difficulties—owing primarily to various 
Government restrictions--in raising funds 
for expansion and modernisation, deben¬ 
tures provide an efficient way of raising 
resources. The debenture market in 
India has not developed as well as it 
might have because of the low interest 
ceiling imposed by the Government. For 
some time now it has become evident 
that several companies have been very 
succeraful in raising funds through the 


issue of debentures, convertible into 
equity shares or otherwise. 

Of late it has been noticed that there 
has been a tremendous rush by several 
companies to raise short-term funds 
through the means of inviting deposits 
from the public. The rates of interest 
being offered by these companies have 
been much higher than commercial banks 
and the half a dozen public sector com¬ 
panies were also allowed to raise funds 
through this means last year. 

Mr Venkataraman has now imposed a 
ceiling of 15 per cent on the interest pay¬ 
able on the public deposits companies. 
The wisdom of this step seems a little 
doubtful because the effect of an absence 
of regulations affecting the rate of interest 
payable on public deposits was that it 
ensured that the rate of interest offered 
by each company reflected not only the 
urgency of its demand for funds but also 
the evaluation of the depositor of the 
attractiveness of this form of investment 
over alternative forms. It is not clear who 
will benefit from the ceiling that has been 
imposed. In any case one wonders how 
the Government proposes to enforce this 
ceiling because collusion between the 
lender and borrower cannot be ruled out. 

The lending rates by the commercial 
institutions have also gone up. The IDBI 
has increased its basic rate under the 
direct assistance scheme to 14 per cent 
from 11.85 per cent. Medium sized units 
eligible for refinance will now borrow at 
14 per cent instead of the earlier 13.5 
per cent. Finance for new units in 
specified backward areas will cost 12.5 
per cent against 10.25 per cent earlier 
and small-scale units set up in areas 
other than specified backward areas 
will pay 13.85 per cent instead of 11.85 
per cent. The new rates arc effective 
from March 2, 1981 and are as followed ; 

A. Direct loans : (1) Basic lending 
rate (11.85) 14.00; (2) Concessional rales: 

(a) to new units in specified backward 
areas up to Rs 2 crores to a unit in the 
aggregate (10.25) 12.50, (b) on soft com¬ 
ponent under the soft loan scheme (8.10) 
12.50. (3) Bridging rupee loans: (a) normal 
loan (12.85) 15.00; (b) to new units in 
specified backward areas up to Rs 2 
crores to a unit in the aggregate (11.25) 
13.50; (c) on soft component under the 
soft loan scheme (9.10) 13.50. 




(4) Foreign currency loans: (a) normal 
(11.85) 14.50, (b) to new units in back¬ 
ward areas up to Rs 2 crores to a unit 
in the aggregate (10.75) 12.50. 

B. Rates under IDBI’s refinance 
scheme: (1) Basic lending rate (13.50) 
14.00; (2) Concessional rates for units 
located in specified backward areas: (a) 
Composite loans up to Rs 25,000 per unit 
(10.25) 10.25; (b) Small-scale units (10.25) 
12.50; (e) Other units (excluding road 
transport operators (10.25) 12.50. 

(3) Concessional rates in non-backward 
areas: (a) Composite loans up to Rs 
25,000 per unit (11.85) 12.50; (b) Small 
scale units (11.85) 13.50. 

(4) Rates for road transport operators: 

(a) Single vehicle owners (12.4*'*) 12.50; 

(b) Others (12.40) 15.00. 

Primary lenders'ceiling rates: 

(a) Normal: (i) 6 months to 36 months. 
(11.30) 12.50; (ii) over 36 months and up 
to 84 months (10.75) 12.00. 

(b) Small-scale sector (seller and/or 
purchaser) (i) 6 months to 36 months 
(10.75) 11.50; (ii) over 36 months and 
up to 84 months (10.25) 11.00. 

(c) SEBs and SHTCs in North-Eastern 
and Himalayan hill regions and SEBs in 
West Bengal for u^c in hill district of 
Darjeeling; (i) 6 months to 36 months 
(9.00) 9.50; (ii) over 36 months and up 
to 84 months (8.50) 9.00. 

(d) Rates on IDBJ’s export finance 
schemes: Export credit: (a) Refinance 
against medium term export credits (8.65) 
8.65; (b) Overseas investment finance 
(11.85) 12.50. (c) Participation export 
credit (7.50) 7.75. 


Luther Shows the Way 


February 24, 1981 wa.s a red-Jettcr 
day in the annals of the Damodur Valley 
Corporation when at 9-10 a.in. it achieved 
a record generation of 1082 MW. The 
previous peak output of 1016 MW was 
attained on November 23, 1978, Credit 
for this better performance should go 
mainly to the Chairman, Mr P.C. Luther, 
The engineers and workers also deserve 
praise and Mr Luther promptly rewarded 
them. He announced a special bonus of 
two days’ wages to engineers and workers 
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; ^ the operation and maintenance depart- 
; i ID'ents and one day^s wages for the others. 
Rosgollas were also distributed on the 
occasion. 

Mr Luther has said that the DVC pro¬ 
poses to maintain the generation at 
' around 700 MW during the summer and 
. that efforts would be made to provide 
about 90 MW regularly to the Calcutta 
i Electric Supply Corporation. It remains 
' to be seen to what extent the DVC will 
^ be able to stabilise its generation at this 
; level. Much will, of course, depend on 
, : the manner in which the Centre and the 
State Governments concerned extend 
their cooperation to the authorities of the 
DVC in maintaining discipline. 

Chaotic Situation 

When Mr Luther took over as the 
Chairman in last September, the affairs 
of the DVC were in an utterly chaotic 
condition. But within a few months, the 
impact of his forceful personality began 
' to be felt at all levels of the administra¬ 
tion, and generation started to improve. 
He has cflFcclivcly enforced the carrot 
and the stick policy and has succeeded in 
taming the unions to some extent. It is 
true that problems of indiscipline and 
even sabotage continue to threaten the 
smooth working of the DVC but they 
certainly are not insurmountable if the 
anthorities concerned tackle them with 
tact and determination. 

Mr Luther’s achievement clearly shows 
that even with the existing constraints, 
the power plants in the country can im- 
K prove their generation by efficient mana- 
gement. The working of the State 
1) Electricity Boards in many States has 
been causing a great deal of concern and 
> both the Prime Minister, Mrs Gandhi, 

I and the Minister of Energy, Mr Ghani 
I Khan Chaudhury, have made repeated 

• appeals to the Chief Ministers to tone up 
i their performance. But their pleas have 

• produced little impact so far mainly 
because of the indifference of the State 

i Governments. Mr Luther’s example, it 
1 is hoped, would spur them to energetic 
! action so that even in the short period, 
}, a substantial improvement can be achiev- 
r od in the generation ard distribution of 
power. 

In a letter to Mr Ghani Khan 
l^haudhury in last October, Mr Jyoti 

Kastern economist 


Basu had said that the Chairman of the 
DVC had been acting in *'a very arbitrary 
and whimsical manner, causing grievous 
harm to the interests of the DVC and the 
participating Governments”. The Chief 
Minister had pointed out that Mr Luther 
had neglected to hold monthly meetings 
and had not consulted the Governments 
of West Bengal and Bihar on important 
issues. Mr Basu described Mr Luther's 
action in derecognising the DVC Staff 
Association as “extremely high-handed 
and totally unprecedented*’. He there¬ 
fore appealed to the Union Energy 
Minister to direct the DVC Chairman 
“to function in accordance with law”. 
Perhaps, Mr Luther should have been 
more discreet in handling the unions but 
then would the latter have promptly 
responded to such an approach? Would 
the DVC have been able to achieve its 
outstanding performance if Mr Luther 
had not been given a free hand in tackl¬ 
ing its problems? 

A team of British experts, which visit¬ 
ed the DVC plants last year, had high¬ 
lighted the anarchy prevailing in its 
power plants. It had referred to several 
specific instances of gross indiscipline 
including “ghcraos”. It had revealed 
that the manager of the DVC Durgapur 
Plant had been “gheraoed” on 375 
occasions in the previous year. On some 
occasions he had not been allowed even 
drinking water. In this background, the 
Centre and the State Governments con¬ 
cerned have to consider how far it is 
possible to improve the industrial rela¬ 
tions without adopting a tough approach. 
They have to decided whether to give 
more power to the people or more power 
to the unions. 


Better Prospects 
for Jote ? 


Tnf. task force on the jute industiy has 
submitted its report with commandable 
speed and it has made many realistic re¬ 
commendations to strengthen the com¬ 
petitive capacity of the industry. The 
fact that the task force was headed by 
the Commerce Secretary, Mr P.K. Kaul, 
should be an advantage in implementing 
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hs pro^sats. But the Commerce Miflita- 
try by its own efforts cannot quickly and 
effectively carry out the various sugges¬ 
tions made in the report unless it is able 
to secure the close cooperation of the 
other Union Ministries as well as of the 
State Governments concerned. 

For instance, the task force has sug¬ 
gested that the modernisation pro¬ 
gramme should be carried out without 
loss of employment. How far is this 
practicable? There have been instances 
of modernisation schemes being held up 
indefinitely even after the necessaryv. 
machinery had been imported at high 
costand the management of the mills 
concerned had given definite assurances 
to the effect that no worker would be 


R. J. Vankateawaran 
writes from Calcutta 


retrenched and that there would be no 
increase in the work load. Will the 
Government of West Bengal use its influ¬ 
ence with the trade unions to adopt a 
constructive approach in this matter so 
that the jute mills can go ahead with 
their modernisation plans with confi¬ 
dence? 

The task force docs not seem to have 
given adequate thought to its recommenda¬ 
tion to wind up the Jute Manufactures Deve¬ 
lopment Council, the Indian JuteDevelop- 
ment Council and the Office of the Jute 
Commissioner, and set up a Jute Board. 
Would it not have been much better to 
concentrate on the efficient functioning of 
these organisations instead of disbanding 
them? When the Jute Manufactures 
Development Council was inaugurated in 
April 1976, the then Commerce Minister, 
Prof D.P. Chattopadhyaya, expressed 
surprise at the fact that though the 
Industries (Development and Regulation) 
Act was placed on the statute book in 
1951, more than two decades had to 
elapse to set up a Development Council 
for Jute under its provisions. He won¬ 
dered why such a Council was not 
thought of earlier even though the 
industry was a premier export earner for 
the country and had a vital role to play 
in the economy of tiie eastern region. 





HweVcr, he •‘heartily welcomed’’ the 
^move to constitute the Council. The 
taks force shauld have examined why, in 
spite of the existence of this Council as 
well of the office of the Jute Co.nmissioner, 
the jute industry should be faced with one 
crisis after another. Only a week before 
the task force submitted its report, the 
Chairman of the IJMA, Mr K.K. Bajoria, 
revealed that the industry was confronted 
with “a serious erosion** of its viability 
and that, within a period of four months, 
the mills had gone into “deep red” from 

position of marginal profit. He dis¬ 
closed that the industry was making an 
average monthly loss ofRs 10 crores 
since the beginning of the current year. 

A Wide Gap 

It seems therefore unlikely that the 
formation of the Jute Poard will be able 
to bring about signiheant changes for 
the betterment of the industry in the 
near future. The report of the task force 
shows how wide is the gap in commercial 
intelligence in regard to the various as¬ 
pects of the industry. It has suggested 
that detailed studies should be made of 
the piospects of secondary jute carpet 
backing in the ECC as well as of the 
outlook for hessian, cotton bagging, and 
other kinds of jute products. It has urged 
the need for “a vigorous drive’* by the 
industry to tap new markets and new 
end-uses. If therefore the Jute Board is 
to be formed, it should start functioning 
at an early dace and the Commerce 
Ministry should see to it that it is not 
handicapped by paucity of funds or pro¬ 
lix cedural delays in taking timely decisions 
and in promptly implementing them. 

The task force has made many pro¬ 
posals for increasing the production of 
raw jute, for improving its quality, and 
for ensuring fair pric s to the cultivators. 
Since independence, several suggestions 
have been made by various official com¬ 
mittees more or less on the lines of 
those suggested by the task force. But 
the authorities concerned have been 
lethargic in putting them into practice. 
The per acre yield of raw jute has not 
shown much improvement in the last 
thirty years because of the scarcity of 
good quality seeds, high cost of ferti¬ 
lisers, inadequate investment on research 


and development, and insufficient faci¬ 
lities for retting. The task force has re¬ 
commended that international assistance 
may be sought to improve the yield. But 
is not assistance at the national level 
more than adequate for this purpose? 


Ashok Leyland: Year 
of Allround Growth 


Nineteen eighty had been a year of all¬ 
round growth for Ashok Leyland. Sales 
of the company registered an impressive 
rise of 9.5 per cent to 13,003 vehicles 
from the 11.877 vehicles it sold in the 
previous )ear. Sales of industrial engines 
increased by 32 per cent and of spare 
parts by 28 per cent. 

Fe r the last three years the company 
has been revamping its operations and 
has embarked on an expansion program¬ 
me designed to take production to 40,000 
vehicles in three new locations. In 1980 
the company started assembly of off-thc- 
road heaay duty vehicles in a new loca¬ 
tion at Hosur in Tamil Nadu. The cons¬ 
truction of the factory and assembly of 
operations were done in a record lime of 
less than a year. The company is also 
setting up manufacturing facilities at 
Bandara in Maharashtra and Alwar in 
Rajasthan, each designed to produce 
12,400 vehicles within the next live years. 

The expansion of capacity to 40,000 
vehicles is to be carried out at a cost of 
Rs 270 crores. Out of this, Rs 140 
crores will be internally generated. The 
company has negotiated Sales Tax 
loans from the Maharashtra and Rajas¬ 
than Governments to an estimated Rs 74 
crores. The two Stale governments have 
agreed to advance the proceeds on sales 
realisation estimated as an interest-free 
loan with no repayment for the first 12 
years and the loan to be repaid in twelve 
annual instalments from the 13th year. 
Maharashtra is estimated to provide 
Rs 57 crores and Rajasthan around 
Rs 16 crores under this head. The com¬ 
pany expects to receive another Rs 56 
crores from the International Finance 
Corporation and the EDGC as foreign 


currency loans. Thus, funding of the 
expansion is not expected to be a pro¬ 
blem. The company also does not deem 
it necessary to expand its capital base. 
Its present paid up capital amounts to 
Rs 16.5 crores. Its reserves stood at an 
impressive Rs 28 crores as at the end of 
1980. With the substantial capital ex¬ 
penditure made (in the last two years it 
exceeded Rs 50 crores); there was no 
need for providing for taxes and the 
company earned an imprsssivc profit of 
Rs 12.65 crores after adjustments. 

In line with the experience of its Hosur 
unit the company plans to commence 
assembly of trucks in the two new 
locations within twelve months. Even 
during the first year of operations after 
assembly commences, Ashok Leyland 
expects to produce 1600 vehicles between 
the two new locations. Some of the new 
capital equipment intended for these 
two units will initially be installed at 
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Ennorc which will provide the compo¬ 
nents. sub assemblies and other parts to 
the two new plants. A number of engi¬ 
neers to be ultimately deployed in these 
locations have been recruited from 
around these regions and are being 
trained at Ennore. 

The company's programme of manu¬ 
facture envisages an output of 16,500 
vehicles in 1981, 19,000 vehicle in 
1982 and to the full level of 40.000 by 
1986-87. The company is planning to 
step up the production of engines at 
Ennorc to 21.(XX) to cater to the expanding 
requirements during the next two years. ^ 

Among the improvements planned are 
the resort to turbo-charging of engingfi 
with a view to improve fuel elUcicncyaj 
also the introduction of a new six-cylind<^ 
engine with a lower horsepower ratiiq 
for passenger bus applications, ugaS 
with an eye on fuel efikiency. Capita 
expenditure will be stepped to Rs 4 
crores by 1982 and will he progcssivel 
increased in the subsequent years, whe 
special purpose machine tools will I 
delivered. 
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Window on the World 

Monetarism Tottering 

in Britain 


v/Thb EXERCisr of the “Jnonopoi'y power” 
organised labour against an elected 
♦;Government was demonstrated most alar- 
• ;ini]ig]y in Britain in 1974 when a total 
•j coal miners' strike and picketing of power 
\ stations cut electric supplies lo industries, 

*'railways, ofTices, homes and street light- 
1 ing. The then Conservative Prime Minis- 
i ter Edward Heath (in whose Cabinet Mrs 
’ Thatcher was a senior Minister) stood 
' :firm against the miners’ confrontation for 
^ ;a time, but as the economy came under 
‘severe strain for lack of energy, was com- 
'^lled to call a mid-term election which 
(he lost. The previous attempt against 
c established political power by organised 
^labour and discontented university stu- 
\ dents was the so-called “revolution” of 
1 1968 in France when strikes closed indus- 
ttry, transport including airlines and went 
(islose to toppling the charismatic President 
I Den. de Gaulle. Poland’s recent experience 
t from demands backed by strikes for free 
i trade unions and a five day week has 
( Shown that the Communist system which 
\ prides itself as the dictatorship of the 
1;proletariat and the workers—is equally 
, Invulnerable to the power of organised and 
^united labour. But one must note that 
i^ln all these situations an important ele- 
^metki was popular support of the workers 
i;from dissatisfaction of the Government’s 
t;poIicies. 

^ Prime Minister Mrs Thatcher, the Con- 
^^tervative successor to Edward Heath is the 
atest to sutler humiliating defeat once 
£igain from British coalminers for reasons 
completely different from their confronta- 
*^Jon with Heath. The recession in Britain 
*!vorsencd by her Government’s rigid 
^Uonctary monetarist policies had been 
^fixcelemting the rate of unemployment 
%JitiSh has now exceeded 2,5(X),000 and is 
^rging forward toward 3,000,OCX) by the 
^^^car end. The fear of business and 
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factories closing down from excessive 
wage demands combined with other ad¬ 
verse factors and throwing workers out of 
jobs had begun to make Trade Unions 
more realistic and abate the power of the 
militants. Indeed the coalminers, despite 
their key position in the Held of energy 
(over 30 per cent of electricity in the UK 
is coal-based) had agreed to half the rate of 
increase they had demanded. Where their 
anger was aroused was when the Coal 
Board suddenly announced a programme 
of closing down several marginal or loss 
making pits all round the country which 
would have thrown 30,( 00 miners out of 
jobs. 

Misjudged Situation 

This at a lime when coal impoits to 
Britain had been increasing and amounted 
to 8 million tons in 1980. These impcjrts 
and the increased productivity of 
the British miners had built up huge 
stocks which would have kept power 
.stations running for two months. The 
National Coal Board and the Government 
(coal is a State industry) probcibly thought 
the coal stock situation would facilitate 
the closures particularly as attractive re¬ 
dundancy payments, up to £20,0(-0 a head 
had been offered. But the Board comple¬ 
tely misjudged the attitudes of the miners 
and the general public. The Miners 
Union warned that jobs were a more vital 
issue than wages and it was determined by 
a national strike to make the Board to 
withdraw the closure plan. Other unions 
whose members were caught in the tor¬ 
rent of unemployment supported the 
miners and the public too showed sym¬ 
pathy in a climate where the Government 
did not seem to care how many were job¬ 
less. So angered were the miners that 
before their Union gave the signal, thou¬ 
sands struck in South Wales, Kent, York- 
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shire and Scotland and picketted power 
stations and unloading of imports. Up 
to this moment Mrs Thatcher had been 
reiterating the policy she has followed of 
non-interference in strike situations and 
had said it was for the coal industry to 
settle the matter. But the Coal Board 
had no manoeuvrability as it had to ope¬ 
rate within the State cash limits imposed 
by the Government. Simple arithmetical 
calculations indicated that 30,000 unem¬ 
ployed miners would cost much more than 
additional subsidy required to keep the 
condemned pits open. Miners leaders 
pointed out that every member of the EEC 
for instance paid greater subsidies than 
Britain to their coal industry and that 
much of the cheaper imports were due to 
this. The closure of pits would also 
reduce coal production by about 
20,000,000 tons and would have to be 
made up by further imports. Unemploy¬ 
ment benefit and redundancy payments 
would involve Government expenditure 
running into billions of pounds. 

Complete Surrender 

It was only when a confrontation with 
the miners was beginning to build up that 
Mrs Thatcher, urged by senior members 
of her Cabinet who were beginning to 
question the inflexibility of her policies, 
offered complete surrender as even her 
extreme right wing newspapers supporters 
described her retreat. The Government 
promised not to close any pits, to end 
imports and give subsidies to the coal 
industry equal to those available in other 
European states. Although by this “U” 
turn, the Thatcher Government has shown 
flexibility which had been absent earlier 
and averted a national strike which would 
have been disastrous to the already strain¬ 
ed economy, it raises many important 
and far-reaching questions which have 





implications for the lately fashionable 
doctrine of monetarism which is also the 
basis of economic policies announced by 
" President Reagan. It also wipes out Mrs 
Thatcher’s credibility as the Iron Lady 
fearless and firm. 

It is well-known that the transfor¬ 
mation that has been taking place 
in the industrial countries of the 
West in recent years is a reversal of 
what had been the economic guide¬ 
lines they had followed earlier. Their 
guru then was the late John Maynard 
Keynes whose prescription for economic 
well-being and growth was demand ma ¬ 
nagement. The monetarist theory deve¬ 
loped by among others that Nobel 
Laureate Friedman of the Chicago School 
is the management supply through strict 
control of money mainly by cutting public 
expenditure and raising interest rates. Mrs 
Thatcher’s Government opted for the 
extreme application of monetarism and 
supply management which called for 
drastic economics in Government expendi¬ 
ture by widespread cuts in the bureaucracy 
side by side with minimal regulations and 
controls of industry: strict cash limits or 
end of subsidies for the public sector and 
local Govemments/institutions, on educa¬ 
tion, health, social security indeed on al¬ 
most every facet of life apart from defence 
where expenditure was to go up. 

Bizarre Results 

After 21 months these policies have 
produced unexpectedly bizarre results. 
On one side is the highest recorded un¬ 
employment of this century and the biggest 
t drop in industrial output more than dur¬ 
ing the depression of the thirties indicat¬ 
ing a rapid decline in the private manu¬ 
facturing sector. On the other hand is 
the pound’s strength vis-a-vis the German 
mark and the French franc and till lately 
the American dollar : the highest favour¬ 
able balance of payments (£990 million) 
in a month in January 1981 and a fall in 
the iniOation rate. These contradictory 
economic movements are due to various 
factors partially arising from Government 
policies. The pound’s strength is ex¬ 
plained by the high interest rates and the 
soaring revenues from North Sea oil: the 
favourable trade balance is attributed to a 
shaq) decrease in imports consisting largely 



of industrial raw materials because ma¬ 
nufacturing industries are either living on 
stocks bought earlier or having cut down 
operations do not require or cannot afford 
restocking. The fall in inflation rate is 
due to falling demand from falling in¬ 
comes of the population 2i million of 
whom arc jobless and from companies 
cutting prices to sell off accumulated pro¬ 
duction. The actual economic situation 
is disastrous. There has been a fall of 
5i per cent in the GDP according to 
Government figures in 1980 and economic 
projections are not hopeful for an early 
revival. 

Loss of Confidence 

Opinion polls and warning from the 
Conservative Party had been indicating 
the loss of confidence in the Thatcher 
Government. No less than the Chairman 
of the parly, Lord Thorneycroft predicted 
recently “a series of electoral defeats” 
and St John Slevas dismissed by Thatcher 
from her Cabinet for his repeated public 
warnings against dogmatism has been 
joined by other leading members of 
the party. 

But after Thatcher’s climb down against 
the miners, public and press opinion is 
unanimous that she is on the slide and 
faces the threat of being in mid-term 
from the leadership by a party beginning 
to be convinced that public discontent is 
focussed on her. But if her surrender to 
the miners means that she is now prepar¬ 
ed to make adjustments and reflate on 
economy on the lines that would help 
the private sector and check unemploy¬ 
ment and exports (by lowering interest 


rates which would reduce th« value of th( 
pound vis-a-vis'compctiti' ccurrencies) sht 
might ride the storm and emerge as t 
more humane and less doctrinaire leader 
But the immediate danger is that her sur 
render may make other workers in th* 
public sector particularly the electricity 
gas and railway unions more militant 
Already the water and sewage workeft 
have voted for a nation-wide strike. 

The virtual collapse of the economh 
strategy based on rigid monetarism an( 
“supply economics” in Britain has impli 
cations for President Reagan’s programme 
for economic recovery which in man; 
ways is on the Thatcher lines though Oi 
a much bigger scale because of th< 
American economy’s size. Reagai 
has proposed spending cuts of 50 billioi 
dollars in tw'o years and income tax cub 
of ten per cent each year for thre* 
years. Mrs Thatcher who also promisee 
a three year programme of tax cuts stop 
ped after the first slice and has been in 
creasing indirect taxation steeply. Hei 
plan to cut State spending hus not sue 
ceeded and on the other hand has increas 
cd. Her monetary controls have bcci 
most severe on the private manufacturinj 
sector and on fresh investment. The fal 
in inflation has conic from fall in purchas 
ing power. 

British opinion including that of Reagat 
supporters has been sceptical about hi; 
programme. “His high hopes depend^' 
a Telegraph leader page analysis say: 
“more on the assumptions fed inb 
his computer than on experience in othe 
countries”. The American reaction ha 
been similar notably the sharp fall on th« 


EASTERN ECONOIMIST 

Subscription Rates 

Single Copy : Rs. 3/- 

Annual : Inland Rs. 150/- 

Foreign S 40 £ 20 ! 

Regd, Office : 

UCO Bank Building 
P. Box No 34, 

Parliament Street, 

New Delhi-110001 

- / 

603 MARCH 6, 193} 



lew York Stock Exchange which greeted 
,Egan's programme. The American 
^U!ongress from noises made by members 
unlikely rubber stamp his policies, 
from British observers, there are 
'idications that West European countries 
^ve serious doubts if not fears arising 
signs of economic isolationism and 
|d$ intsntion for a massive increase in the 
rimerican Defence budget which could 
Irigger protectionism on one hand and 
i new armament race on the other. There 
i^re many well wishers but the balance of 
’Opinion is that Reagan like Thatcher 
Vould be forced by realities and human 
^'/actors to modify an economic philosophy 
pased on the concept of the “economic 
jnan” a creature yet to evolve whether 
}n a democracy or the Communist system. 


USA : Investment 
Trends and Prospects 


kwoRTS TO fashion a new national invest- 
jnent strategy grow directly from the 
^disappointing record of capital spending 
American businessmen since 1973. The 
!fecession of the mid-seventies—which 
’generated the longest and sharpest invest- 
Iment slump in post-war experience—was 
’followed by an anaemic investment reco- 
*’Very. As a result, in the past seven years 
1(1974 to 1980) annual growth in ‘Teal” 
^business fixed investment averaged only 
’^2 per cent—a pace about half as rapid 
that over the preceding 25 years. 
^Moreover, the net expansion of produc- 
^tive capacity—capital-stock growth—also 
J;«lowed. That reflected, in part, an in- 
^creasing share of investment that did not 
augment the stock of productive capital, 
^due largely to a heightened regulatory 
" burden and to a greater need to replace 
^ worn out capital. 

Y The recession of 1980 produced a 
^fairly typical investment cycle. At first, 
jtfae decline was concentrated in shorter- 
lived capital equipment, especially fleet 
.j'duto purchases and trucks. But as 
j the economy remained at a low level 
i through the summer, production schedules 
I were stretched out for longer-lived, heavy 
Capital machinery as well. While declines 
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in business construction were most acute 
in the second and third quarters of last 
year, real building outlays did not rise in 
any of the four quarters of 1980. By the 
end of the year—three quarters after the 
economy’s peak—real capital spending 
had fallen about 6^ per c^nt, little diffe¬ 
rent from the average experience of earlier 
post-war cycles. 

Investment prospects-over the four 
quarters of 1981—do not appear bright. 
Probably the most important condition¬ 
ing influence on this year’s capital spend¬ 
ing outlook is the expectation of sluggish 
growth in end-market demands. The 
Morgan Bank’s projections anticipate a 
rise of only 2.3 per cent in real final sales 
from the fourth quarter of 1980 to the 
fourth quarter of 1981-especially weak 
for a postrccession period. If growth in 
final sales is in fact that slow, capacity 
utilization rates in manufacturing should 
hover around 80 pci a nt on average, 
somewhat below the zone that has typi¬ 
cally triggered major capital-expansion 
programmes by business. 

Financing Constraint 

Financing constf^aints arc also likely 
to put a crimp in investment plans. The 
strong probability that inflation rates will 
remain high suggests only moderate dec¬ 
lines, if any, in long-term interest rates 
over the course of this year. And inter¬ 
nal financing seems unlikely to be gene¬ 
rously available. The Morgan Bank’s 
outlook for corporate profits sees only 
marginal improvement over the four 
quarters of this year, and the purchasing 
power of profits—that is, earnings defla¬ 
ted by the price of investment goods— 
in likely to be little different at yearend 
from what it was in the late 1975. Nor 
does the equity-market option for fund¬ 
ing capital investment look especially pro¬ 
mising. Equity prices, to be sure, have 
risen somewhat in the last several years, 
but even so the market’s valuation of out¬ 
standing equity shares remains below the 
actual replacement value of the nation’s 
capital stock. That is not a favourable 
sign for investment prospects if the past 
is a reliable guide. 

The lackluster look of these various 
investment determinants is generally rein¬ 
forced by current indications of fixed- 
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investmont plans and commitments. This 
information—ranging from surveys of 
business intentions to construction Gon« 
tracts and equipment orders—shows in¬ 
vestment activity, while tending to stabi¬ 
lize, hardly primed for a vigorous rebound. 
All in all, a reasonable expectation at 
this point is that real capital spending will 
be flat to slightly down in the first half of 
1981, later in the year, however, invest¬ 
ment should trend moderately upward, 
helped by both personal and business tax 
reductions. 


More Inflation in 
Switzerland 


In thl third quarter of 1980, Switzerland 
clearly entered a transitional phase in the 
business cycle, as had been predicted. 
There was a fall both in orders received 
and orders pending. Although the labour 
market situation remained very strained, 
the number of unemployed showed an up¬ 
ward trend while job vacancies dwindled. 
An indication of the change of climate is 
industrial production, which grew by four 
per cent during the third quartar—only 
half the previous quarter’s increase. 
Manufacturing output suffered particular 
setbacks in textiles, leather, rubber, and 
plastics, as well as in the chemicals and 
pharmaceuticals industry. The machine- 
building industry, on the other hand, 
showed above-average results. Consumer 
demand remained high, and this was 
mirrored in the figures for retail turnover, 
which rose during 1980 by 7.3 per cent in 
value terms and two per cent in real 
terms. 

Regrettably, there was a marked in- 
crea.se in the rate of inflation: at the end 
of January 1981 the national consumer 
price index showed a 5.1 per cent rise over 
the year-back level. Prices rose especially 
rapidly in the last three months, in which 
inflation averaged 0.7 per cent. There arc 
two reasons why this should give cause 
for concern. Firstly, the index for whole¬ 
sale prices—-of great import to consumer 
prices in the longer term—also showed 
an average increase of 5.t per cent for the 
12-month period. Secondly, the cost of 




hoine-produced goods, which rose by 4.4 
per cent in 1980, was a major contribu¬ 
tory factor. Compared with 1979, when 
domestic prices rose by only 1.9 per cent, 
this ‘home-grown' clement has gained 
substantial importance. Statistics for in¬ 
come confirm this trend. These indicate 
an acceleration of domestic pay rises from 
2.1 per cent in the first three months of 
1979 to 4.4 per cent in the same period of 
1980. Since that time this rate may have 
increased further. 

At the end of 1980 the SNB provided 
the commercial banks with massive sup¬ 
port in meeting their liquidity require¬ 
ments, causing the economy's high-power¬ 
ed reserves to rise to the sum ofSfr 13.6 
billion. Since that time it has tightened its 
grip on the banking system. The Central 
Bank made it known even before the year- 
end that its money supply target growth 
rate for 1981, in terms of the monetary 
,base, would be four per cent. This would 
correspond to a high-power reserved level 
of Sfr 7.8 bn. At the beginning of Feb¬ 
ruary it raised the discount and lombard 
rates by one half point each to 3i per 
cent and 4J per cent respectively, consi¬ 
dering this a necessary step in combating 
the increasing force of inflationary stimuli 
emanating in part from the weakening of 
the franc. Thus, the normal downward 
ptessure on interest rates at the beginning 
of the year was much attenuated this year, 
and as early as mid-January money costs 
began to ri.se. In line with this new trend 
of short-term interest rates, at the end of 
January the banks raised the coupon, 
which had been lowered just last summer 
at the behest of the authorities, on their 
medium-term notes of several maturities. 

Bond Market 

The interest trend also put a quick end 
to the slight strengthening of the bond 
market that occurred at the beginning of 
January. Thus the cnd-1980 average yield 
on federal bonds fell from 4.63 per cent 
to 4.60 per cent at first, but was up to 
4.86 per cent by mid-February. The ex¬ 
perience with new issues was similar. At 
the beginning of the year it seemed but a 
question of time, how soon the first Swiss 
borrower would be able to drop from 5 
per cent to 4-3/4 per cent; but by the end 
of the month 5-1/4 per cent had to be 



paid. The same tendency, only stronger, 
dominated the market in foreign bonds. 
At the beginning of the year the Trans- 
Canada Pipe Lines 5-1/2 p^r cent bond 
was floated 1/4 p r cent lower than coupons 
on comparable paper at end-December; by 
the end of January, however, the changed 
marked required six per cent for bonds 
placed by first-class borrowers. 

Canada’s Trade 
Prospects 

Considering i ast year’s slack in the US 
economy Canada's trade performance 
was exceptionally good. The merchandise 
surplus rose to an estimated annual rate 
of SlO.8 billion in the fourth quarter and 
will likely average just under 88 billion 
for the year as a whole. 

The expectation is that such a large 
surplus position is unsustainably high. A 
di op-off in 1981 to about the S5i billion 
level seems probable. The factors leading 
to this conclusion are the foil jwing; 

With a slack in the US and world eco¬ 
nomy the demand for minerals like iron 
ore, nickel and copper is likely to be 
soft. In addition, two special factors in 
1980 which tended to buoy up exports of 
the latter two products will not be pre¬ 
sent this year. One was the fact that 
there was a major and extended strike in 
1979 in the Canadian industry. Some of 
the 1980 export increase, therefore, just 
reflected the post-strike rebound. The 
other was the major strike which tied up 
US copper producers during much of 1980 
and resulted in firm to rising world prices. 
That strike is now over. 

There were .sharp increases in 1980 
in the export price of Canadian natural 
gas. The price increases in fact were 
so large that there was a substantial dec¬ 
line in volumes shipped, with US con¬ 
sumers shifting to other energy sources 
as the year progressed to satisfy fuel 
demands. It seems very unlikely, there¬ 
fore, that the value of natural gas ex¬ 
ports in 1981 will maintain the strong 
growth rate achieved in 1980. Indeed, 
Canada may be lucky to maintain the 
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same total of receipts as last yeat» lei 
alone achieve much growth. 

In 1980, as the year began, thorttf 
was a severe shortage of paper in the 
United States and newspaper inventories 
were close to record low^. This shortage 
situation has eased and in addition a 
good deal of paper-making capacity has 
been added in both Canada and the 
United States. In consequence, it will be 
harder for Canadian exporters to raise 
both price and shipment levels. 

Some slight improvement in the U$ 
housing and auto market is, as mention^ 
cd earlier, likely but no great buoyancj 
in either sector is visible. 

A distinctly negative factor in tb 
trade outlook are oil imports. These ciu 
be expected to rise in both volume aitt 
value terms and the increase will be parti 
culary large if the Alberta Government*; 
proposed cuts in production are actually 
implemented. 

On the other hand, Canadian grail 
exports should exceed I980’s recori 
levels in view of the very tight world sup 
ply situation. Furthermore, world grab 
price increases should be substantial. 

Another plus for the trade baUnce wi 
be weak imports as a result of the slac. 
domestic economy. Last year import 
dropped in real terms by about 3i pe 
cent when real demand in the econom 
declined slightly by an estimated 0.3 pi 
cent. This year, with demand risb 
somewhat (expecting up to a 0.5 per cei 
increase) import growth will likely t 
negative again although not as sharpl 
negative as in 1980. 

The casing in trade balance will be or 
reason to expect a continuation of a reh 
tively weak Canadian dollar. Other 
tors are the apparent reluctance of tl 
Canadian monetary authorities to mail 
tain traditional, positive C'anada-US t 
terest rate spreads particularly when t 
rates arc rising rapidly, higher unit laboi 
cost increases in Canada (a forecast 1: 
per cent vs. 9 per cent in the Uni!| 
States), a higher nominal inflation 
Canada than in the United States in 0#! 
trast with last year and finally the GovitS 
meat’s new energy policy which appte 
to be having a negative impact on capii 
flows into and out of Canada. In all 
trading range for the dollar of 82-86c I 
is forecast. 
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Point of View 

Bank Finance for Village 

Dr 6. Raghava Raddy and Small Industries 


In spito of being demarcated as priority sector, rural Industries stand 
at the end of the queue in deployment of almost all inputs including 
Institutional finance and their share is less than their contribution to 
Net Domestic Product. The author stresses the importance of 
increasing their share to make rapid development of the rural sector 
more meaningful to its socio-economic situation. 


Thb dawn of Independence and the inau¬ 
guration of the Republic of India led to 
the initiation of development along plan¬ 
ned lines. It was realised that the trans¬ 
formation of a colonial economy into a 
self-reliant growth-seeking modern eco¬ 
nomy was a herculean task. Industriali- 
tation was the historically tested strategy 
for the realisation of the aspirations of 
the Republic of India. The process of 
planning was instituted to give a shape 
to the strategies, programmes and policies. 
The vital issues of industrialisation, viz. 
scale, structure, location and ownership 
remain controversial in spite of the Reso¬ 
lutions on Industrial Policy and the sta¬ 
tute i.e., the Industries (Development and 
Regulation) Act, 1951. The indus¬ 
trial strategy that has been evolved under 
the process of planning is based towards 
publicly or cooperatively owned large- 
scale enterprises producing not only basic 
but also luxury and semi-luxury goods on 
the presumption that such a strategy will 
give a big push to the economy. The 
small industries both traditional and 
modern have also been incorporated into 
the strategy of development on account 
of considerations of employment and 
equitable distribution of incomes.^ As the 
problem of employment, poverty and 
inequality have come to the fore in the 
1970s, some modifications to the strategy 
and some institutional reforms are eflfec- 
ted. The nationalisation of 14 commer¬ 
cial banks was one such measure to give a 
fillip to the hitherto neglected sectors of 
the economy. An attempt is made here 
to assess the role of commercial banks in 
financing village and small-scale industries 
in 19708. 


It is often repeated that village and 
small industries played a significant role 
in Indian economy before the advent of 
the colonial economy. It is also empha¬ 
sised that the colonial economy gave a 
death blow to these industries. Whatever 
units of these industries survived the colo¬ 
nial onslaught pulled on partly because 
of the protectionist policy of the post¬ 
colonial state.- Their characteristics may 
be briefly not 'd. They are predominantly 
located in cottage or household sector in 
rural and semi-urban areas. Their techno¬ 
logy is primitive and productivity is very 


low. Their access to inputs as well as 
markets is very much limited. They an 
parltimc operated and those who operate 
them fall below the poverty-line. These 
industries are usually described as tradi 
tional. On the contrary, the small-scali 
industry is characterised by a greatC; 
degree of capital and energy-intensity 
Those units which have capital investmea 
upto Rs 10 lakhs in plant and machiner* 
(Rs 15 lakhs in the case of ancillary units 
including powerlooms are treated as small 
scale industries. They have a technologi 
cal sophistication and are urban-orientee 
as well as urban located. Their product! 
vity and hance earnings are better thai 
those of the traditional industries. The; 
enjoy better access to inputs and market 
in relation to the latter.® 

The importance of traditional am 




Table I 



Importance of Traditional and Modern Small-scale Industry 

S.No, Industry 


1973-74 

1977-78 


Output 

Employment 

Output 

Employment 

(Rs crores) 

(in lakhs) 

(Rs crores) 

(in lakhs) 

Traditional 





1 Khadi 

33 

8.8 

65 

9.2 

2 Village Industries 

122 

9.3 

193 

14.9 

3 Handloom 

840 

52.1 

1,117 

57.1 

4 Sericulture 

100 

30.0 

138 

36.0 

5 Coir 

60 

5.0 

62 

.5.0 ' 

6 Handicrafts 

425 

15.0 

550 

18.2 

Sub-total (1-6) 

l.^^SO 

120.2 

2,125 

140.4 . 

Modem Small Industries 





7 Small Scale Industries 





including industrial 
Estates 

6,500 

35.8 

13,200 

58.9 

8 Powerlooms 

1,980 

8.0 

3.765 

ll.O 

Sub-total (7 and 8) 

8,480 

43.8 

16,965 

70.0 

Grand Total 

100,60 

164.0 

19,090 

210.4 

Source : Draft Fve-Year Plan 1978-83 (Revised) p. 370. 
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i i^soddrn small-scale industries in tbe 

^lAtional economy is indicated in the data 
incorporated in Table I. 

It will be observed from Table I 
Itbat the traditional industries listed therc- 
^yprovided employment to the order of 120 
people whilst the modern small in- 


IQ"? 


nkhs: 

|iU5tri< 


itries accounted for the employment of 




Table 11 

Scheduled Commercial Banks' Advances 
to Small-scale Industries 


Year 




Amouut 
(Rs in crorcs) 


Percentage 


yMarch31, 1968 
’ June?9, 1973 

211 

6.9 

759 

12.0 

^Junc 28, 1974 

1005 

12.5 

^June 27, 1975 

1118 

12.4 

|june 25. 1976 
; June 24, 1977 

1251 

10.7 

1462 

10.9 

^iDecember, 1977 

1706 

11.5 

^December, 1978 

2156 

12.1 


^Source : RBI, Report on Currency and 
Finance Vol, 1, 1978-79, 

Bombay, p. 128, 132 and 133. 


lakhs in 1972-73. During the two years. 
?^se industries contributed an output 
^/alued at current prices) to the tune of 
1,580 crorcs and Rs 8,480 crores, res- 
By 1977-78 their contribution 
!£^d gone up to Rs 2,125 crores and 
16,965 crores, and their employment 
'^^neration was 140 lakhs and 72 
i^khs peoples respectivety. The rapid 
egress of modem small industry may 
»judged (in relation to the traditional 
ot). Their production technique 
productivity differential arc also 
ringly reflected in the cmploy- 
"'^ent-output ratios. These industries put 
I'^fgether accounted for 49 per cent of the 
l*Jhet Domestic Product of the manufactur- 
\g sector* at the end of 1977-78. 

; The growing involvement of the bank- 
! g system in meeting the financial require- 
ents of the neglected sectors is a charac- 
; rislic feature of banking developments 
the 1970s. The role of commercial 



*-mkii 

t 


The role 

iking system in financing small-scale 
stries is indicated in Table II. 
may be noted that there has been a 
ndous progress in the advances of 
banking system to the small-scale 


U 

!*’ 

*1 

. 
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industry. From about seven per cent on 
the eve of the nationalisation of the 14 
banks, it had risen to 12 per cent by the 
end of December. 1978. In fact, as may 
be seen, the 21 per cent level had been 
attained by June 1973 itself. There has 
been a slight downtrend in the mid- 
Seventies and a recovery in the late 
Seventies. The absolute figures of ad¬ 
vances presented in the table are more 
glaring than the relative share of the 
credit accruing to this sector. But they 
should not mislead us. The distribution 
of bank credit between the different size 
groups of industry is shown in Table 111. 

It may be noted from Table III that 
the share of small-scale industry in the 
total bank credit to the manufacturing 
sector has been steadily rising since the 
nationalisation of the 14 banks. The 
results had been immediate as the share 
had risen from 10 per cent to 22 per 
cent between March 1968 and June. 1973. 
But, subsequently, the progress has been 
halting. By the end of June, 1979, 
small-scale industry had received 23.5 
percent of bank credit going to the 
manufacturing sector. 

It has been stated earlier that the 
village and small-scale industries contri¬ 
bute 49 per cent of the Net Domestic 
Product in the manufacturing sector but 
receives only 24 per cent of the bank 
credit going to this sector. If justice is 
to be done to them vis-a-vis the large- 
scale industry, 49 per cent of bank 
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advances flowing into the manufacturing 
sector must accrue to them in proportion 
to their contribution of NDP. The village 
and small-scale industries are being 
described as a priority sector for bank 
lending. If the description is to be justi¬ 
fied, their share should be more than 
their contribution to NDP. As Jong as 
their share is lower than their contribu¬ 
tion to NDP, they remains neglected and 
cannot be clarified as priority sector. 

Look at the position of village indus¬ 
tries vis-a-vis the small-scale industries. 
What is the role of the traditional indus¬ 
tries in employment and output gene¬ 
ration and what is their access to indus¬ 
trial credit in general and bank advances 
in particular? There is an exclusive 
reservation of production (about 800 
products) for small-scale industry.'^ What 
about the protection of traditional indus¬ 
try from the competition of the modern 
small-scale industry in factor markets as 
well as product markets? If the anti- 
poverty and unemployment programmes 
in the rural sector have any meaning, the 
policy and strategy for the traditional 
industrial sector must be more meaning¬ 
ful to its .socio-economic situation. A 
policy of supply-leading rather than 
demand-following credit is to be deviced 
and instituted to achieve distributive 
justice and rural development through 
rural industrialisation. 

The Sixth Plan (1980-85) points out 
that “The Plan will give a high priority 



r 

Table 111 

Advances of Commercial Banks to Industries 


Year 

Large, medium and 
small industries 

Small scale 
industry 

3 as a percen 
tage of 2 

1 

2 

3 

4 

March 3, 1968 

2068 

211 

10.2 

June 29, 1973 

3490 

759 

21.7 

June 28, 1974 

4555 

1005 

22.1 

June 27, 1975 

5095 

1118 

21.9 

June 25 ,1976 

5713 

1251 

21.8 

June 24, 1977 

6241 

1462 

23.4 

June 1978 

8005 

1756 

21.9 

June 1979 

9543 

2252 

23.5 

Source: RBI Report on Currency and Finance, V6I. I, 1978-79, pp. 127- 129. 





to the speedy development of small, tiny 
^ and village industries with a view to 
enhance employment opportunities in 
these industries on a large scale. Exist¬ 
ing traditional industries will need to be 
revitalised and their productivity raised 
by upgradation of skills and techniques. 
A positive effort will be made to disperse 
these industries over a wider area, parti¬ 
cularly in the rural and semi-rural areas. 
The programme of ancillarisations and 
establishment of proper linkages between 
large, medium and small-scale will be 
j specially encouraged”.*^ The National 
Commission on Agriculture felt that “the 
linking of the decentralised sector of 
rural industries with agriculture by deve¬ 
loping agro-based and input supplying 
industries, on the one hand, and with the 
large-scale inJustries through the deve¬ 
lopment of ancillary industries, on the 
other, will facilitate a balanced and inter¬ 
connected development of those industries 
and ensure proper development of employ¬ 
ment opportunities”.’ The question of 
forging forward and backward linkages 
between the different size groups of indus¬ 


try and agriculture deserves closer exa¬ 
mination by the State and the banking 
system as it is a crucial determinant of 
rural industrialisation. The urban bias 
in banking and modem industry is well- 
known. This is sought to be reduced but 
not eliminated. If rural development is 
a cherished objective, a deliberate rural 
bias is to be instituted in the process of 
planning and development of banking and 
industry. 

Although considerable progress has 
been made in the provision of bank 
credit to small-scale industries in the era 
of post-nationalisation of 14 major banks, 
it does not seem to be commensurate 
with their contribution to output and 
employment. As there is no definite 
demarcation for the development of tradi¬ 
tional rural industries and modern small- 
scale industries, the former cannot com¬ 
pete with the latter in a framework of 
unequal exchange. They ^tand at the 
end of the queue in the deployment of 
almost all inputs, including institutional 
finance, and their interests get neglected. 
The need for overcoming this lacuna is 


indispensable in policy-making, ‘fhe re* 
orientation of banking and industry^ 
especially the small industry, and forging 
of forward and backward linkages will 
contribute to the accomplishment of rural 
industrialisation and development without 
tears. Suitable strategies and programmes 
arc called for as this is a challenge to be 
met in deeds and not by slogans. 
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Modernisation in Jute Industry 

JuU industry which hsid the pride of place in India's export efforts 
is sliding downhill in the face of stiff competition from other 
countries and synthetics. According to the author, low efficiency 
of the obsolete machinery has added to the travails of the industry, 
and he calls for a concerted effort on the part of the Government and 
the industry in designing a long term strategy. 


The typical problems of juie industry 
have not so far received the kind of atten¬ 
tion that they deserve. During the pre- 
igpindependence days and even immediately 
after independence, 80 per cent of the 
country’s jute goods produced were ex¬ 
ported. Even till the other day, export of 
jute manufactures occupied the pride of 
place among the commodities and pro¬ 
ducts exported from this country. How¬ 
ever, during the last three decades, the 
story of the Indian jute indusiry has been 
one of sliding down the hill with respect to 
its]significant role, employment and invest¬ 
ment. Barring a few manufacturing enter¬ 
prises outside the State, almost all the 
units in jute industry are in West Bengal. 
Cultivation of raw jute adopted on a 
fairly large scale since partition, qualita¬ 
tive diflferenoes in raw Jute from that of 


Bangladesh and other countries have 
spelt a disadvantage for the industry. On 
quantitative plane, while production has 
indeed recorded a rise, its economics has 
suffered on different counts. For a long 
lime, the industry has had to carry its 
operations with outdated machinery, 
time-worn di.stribution channels and ump¬ 
teen taxes on raw jute, transport of raw 
jute from the rural areas to the mills, in¬ 
direct taxes at the .stages of manufacture 
and on production as also direct taxes on 
income derived by the industiy. The 
result is that there occurred a price 
spurt for raw jute and jute manufactures 
eating into the vitals of the industry 
which started on the strength of cheap 
raw material, cheap labour and a world¬ 
wide market almost free of competition. 
In the rise in price of jute manufactures. 






Paresnath Chattopadhyaya 

the part played by low efficiency due to 
dilapidated machinery and sluggi^ 
updating of production technology and 
distribution have together posed several 
roadblocks. 

Partition of the country gave a severe 
blow to the industry; whereby all the 
jute growing area went to East Pakistan 
all the jute mills were left in West Bengal 
numbering only about 106. The produc¬ 
tion of raw jute in India in 1947-48 was 
only 16.5 lakh bales as against the pre¬ 
partition output of 65 70 lakh bales, and 
the need for augmentation of production 
of raw jute was then keenly felt. Thus, ill 
1961-62, the production of raw jute reacbr 
ed the record level of 80 lakh bales whki 
came down to 58 lakh bales in 1974-7) 
and 59 lakh bales in 1975-76 mainly due 
to natural vagaries The production ol 
raw jute picked up in 1976-77 to 68 lakh 
bales. In the meantime, in 1971, the 
Government established the Jute Corpora¬ 
tion of India for managing export, im* 
port and internal marketing of raw jutOi 
seeking to stabilise raw jute prices through 
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4»peratiQns 6t both price buffer and stock 
. buffer of raw jute. Production of jute 
textiles in India was of the order of 837,000 
tonnes in 1950*51 rising to 1,302,000 
tonnes in 1975*76, then again falling 
to 1,046,000 tonnes in 1978-79. The 
export of jute goods including twist and 
yam rose from Rs 112.77 crores in 1950-51 
to Rs 294.03 crores in 1974-75 sliding 
down to Rs 166.56 crores in 1978-79. Thus, 
one easily notices the total lack of control 
over both production and export of jute 
|;oodsinthe country during this period. 
Hence, modernisation of the industry 
with reference to the technology of pro¬ 
duction and distribution naturally suggests 
itself. 

Aspecis of Modernisation 

Modernisation of plant and machinciy 
in jute industry requires careful consi¬ 
deration cf two aspects: One, whether 
modernisation meant retrenchment c.f 
workers and the optimum speed at which 
modernisation could be effected and 
the impact of which the country was in 
a position to absorb. Two, the techno¬ 
logical requirements of modernisation 
determined by the strategies adopted by 
competitors and producers of substi¬ 
tutes for similar end-uscs. Tn both these 
regards, Indian jute industry appears to 
have lagged far behind its requirements. 
Phased rationalisation was adopted as a 
strategy by the industry throwing out of 
employment several thousand workers 
while seeking to update the production tech¬ 
nology. However, a scientific and sensitive 
strategy that could have accommodated 
and cushioned the untoward effects was 
hardly under focus and it was only in mid* 
fifties that one heard of diversified pro¬ 
ducts in the industry after introduction of 
carpet backing cloth and cotton bagging 
doth apart from certain other varieties. 

The mainstay of the production set-up, 
however, remains the two traditional 
items, namely gunnies and hessian. The 
other varieties have, however, been made 
to respond to the same pattein as the tra¬ 
ditional ones in the sense that the produc¬ 
tion pattern was not geared to anticipa¬ 
tion of demand as much as to response 
to demand both in the internal and 
foreign markets. In the process, Indian 
Jute industry has behaved like sleepers 


while its counterpart in other countries 
appears to have stolen the limelight. The 
diversification effect in the industry was 
hardly of the type that a leader would 
take. It was imitative in most cases. The 
result is that unless the Indian jute indus¬ 
try was driven to desperation by compe¬ 
titors from other countries or producers 
of substitutes within the country and 
abroad, innovative steps were not taken. 
The result is, as it should be, Indian jute 
goods have lost grounds within the 
country and abroad and the percentage 
of production exported steadily came 
down over the years. 

Modernization of jute industry should 
have in view a muiti-pronged approach. 
One, introduction of the latest technology 
in the traditional lines of production to 
come to comparable levels with producers 
of jute goeds in other countries. Second, 
to diversify production in both tra¬ 
ditional and non-traditional lines that 
the dependence on the whims of the 
foreign markets and domestic markets 
is reduced to a minimum. Third, aug¬ 
mentation of installation of circular 
looms, broad looms and other improved 
varieties of plant and machinery should be 
encouraged on the basis of detailed study 
of the economics of operations of in¬ 
dividual mills rather than in the aggre¬ 
gate. 

Economics of Operation 

Fourth, modernization of the whole 
industry and the leading enterprises 
in the industry should be seen dis¬ 
cretely. While in the case of the 
whole industry modernization m:y be 
phased, individual mills should be ear¬ 
marked for updating the production 
technology for boosting exports on the 
ba^is of comparative economics of opera¬ 
tions with competitors abroad. Missing 
the tree for the wood has been a bane of 
the industry which has eaten into the 
vitals of individual enterprises. Fifth, 
it has become urgent that enterprise- 
wise marketing efforts were encouraged 
and enterprise brand names were used as 
an image of excellence in quality and 
perhaps, integrity. An aggregative in¬ 
dustry approach has spelt several disad¬ 
vantages both within the country and 
abroad while variations in the economics 


of operations of individual mills hav6 
been widely noticeable. Last but not die 
least, such teohnologically updated milts 
may be designated for purposes of ex¬ 
port. In several other industries, selec¬ 
tivity approach in the context of the 
country’s export effort has been operative. 
It is high time that this approach was 
also made applicable to jute industry. 

Managerial Effort 

Modernization in jute industry cannot 
ignore or undermine the importance of 
individualised approaches by professional 
management rather than aggregative ap¬ 
proaches by umpteen agencies operative 
in the industry. It is possible to think of 
marketing departments in every enter¬ 
prise in Indian jute industry dealing with 
both traditional and non-traditional items 
of manufacture putting the thrust on 
anticipation of demand rather than res¬ 
ponse to it. In this regard, umpteen 
possibilities have been shown for diversi¬ 
fication in non-traditional lines. For 
instance, development of items like 
nu-jute for decorative purposes, 
jute used along with cotton for 
produ-ing cloth for ceitdin types of do¬ 
mestic uses. Like rubberised coir, it is 
possibile to think of developing rub¬ 
berised jute products for end-uses other 
than those covered at present. Dyeing 
high quality jute for use in different 
luxury items can also be considered. 
Scientific marketing effort at the enter¬ 
prises levels can build an image 
of the products. All these would, how¬ 
ever, require establishment of enterprise 
marketing departments for looking after 
their own products both in the domestic 
and foreign markets based on market 
segmentation ideas. 

In sum, modernisation of the industry 
can be best considered as a package of 
steps not only to update machinery for 
production but also to deal with the 
traditional agencies operating both at the 
pre-production and post-production 
stages, each acting as a pitfall causing un¬ 
necessary mark-ups in the costs and 
prices of both raw jute and jute goods. 
Once the marketing efforts are organised, 
it should be possible for the units to 
deploy the excess money found in pro 
duction to marketing. More signifl- 
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candy, howcver^ d^ enterprises should 
think of vertical diver$i6can starting from 
^ the whole jute plan, of which the leaves 
have overt medicinal value, jute sticks can 
be used as raw materials for paper manu* 
facture, cuts of jute fibres can be used 
for production of different luxury items 
for domestic and industrial uses and 
improved varieties of jute for producing 
fabrics for decorative purposes. Moder¬ 
nisation attempts would be only suc¬ 
cessful when costs and prices are within 
manageable limits from the point of view 
, of different market segments. An integrat¬ 
ed view is thus essential. Though late in 
the day, Indian Jute Industries Research 
Association has been doing good work, 
by focussing attention on the production 
side. 


Development of new varieties of jute, 
and jute goods and new end-uses 
calls for utmost concerted effort. A 
compartmentalised approach to produc¬ 
tion only would n t click in the long 
run. Unfortunately, we have committed 
this mistake in jute industry as also in 
other industries where umpteen white 
ants arc constantly on the prowl to fall 
upon the unwary enterprise causing total 
damage and dilapidation and the number 
of sick mills in the industry has been on 
the increase. Required investment has 
not come at the right time. Replacement 
of plant and machinery has not respond¬ 
ed to individual enterprise requirements. 
Direct and indirect taxes have posed 
heavy burden on the economics of opera¬ 
tions of the industry. Price hadership 


that the industry could exercise from a ^ 
position of advantage was allowed to ' 
slip by in the international markets andv 
Indian jute industry now faces challenge ' 
from a large number of countries as 
also its substitutes. In this respect, it is 
necessary for us to remember that simply. 
on grounds i f price, we found in the past 
that paper bags became comparable to 
jute bags, cotton bags and lastly, 
synthetic substitutes. The last one, in 
fact, threatens the industry with the same 
fate as was faced by natural indigo. One 
hopes that at least the nationalised jute 
mills should be made to attend to these 
problems on an organised basis. In fact, 
the lessons of the past should be taken 
into view in designing the strategy to be 
pursued by the nationalised jute mills. 
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Reviewed by AcademiCUS 


TiHE CONCEPT of entrepreneur and his 
role as described or perceived by 
Schumpeter still holds good in develop¬ 
ing countries such as India. 

In India there are abundant natural and 
human resources and relatively we have 
always occupied high position in this 
regard. And yet India has always been 
most deiicient in organising ability. This 
sxplains existence and perpetuation of 
poverty in the country for centuries even 
imidst plentiful supply of all types of 
:«$ources. Since entrepreneur is at the 
centre of economic progress, the study of 
mtrepreneurship has been rightly assum- 
ng increasing sigiiicance with a view to 
mcourage and develop a new class of 
^trepreneurs operating at all levels. 

R.A. Sharma, the author of Entrepre- 
)0urdl Change in Indian Industry^ has 
Hed to find out answers to questions 
as circumstances that hindered the 
mergence of widespread entrepreneur- 
hip in India before independence, identify- 
ig emerging entrepreneurial class and 
.ringing out its social, economic and geo- 
raphical origin, scrutinising environ- 
lental factors aflFecting entrepreneurship, 
nding what promotes new entrepreneurs, 
id shedding light on strengths and weak- 
98ses of emerging entrepreneurs in India 
iring post-independence period. 

As regards the extent and direction of 
jmnge in industrial entrepreneurship 
iter independence, the study has shown 
iw the cntrcpreneural base which was 
^ narrow till independence is definitely 
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showing signs of broadening. The ap¬ 
pearance of a large number of new 
entrepreneurs on the industrial horizon 
has not only caused a dent in the strong¬ 
hold of industrial classes entrenched so 
far, but they are trying to secure a signi¬ 
ficant position in the industrial sector 
under the changed circumstances. And 
yet the fact remains that the major thrust 
and achievements in the industrial sector 
during post-independence period have 


BOOKS 

BRIEFLY 


been mainly due to the old and well- 
established large industrial houses. 

A significant development after inde¬ 
pendence is the emergence of a new 
entrepeneural class with no previous 
business background. People who were 
lawyers, doctors and technicians have 
branched out into industrial sector as new 
entrepreneurs. These professionals have 
diverse background; but those with tech¬ 
nical education predominate. 

New entrepreneurs also come from 
various communities and not just from 
the traditional communities of Marwaris, 
Banias and Parsis who before indepen¬ 
dence supplied most of the entrepreneurs. 
Geographically also the new entrepre¬ 
neurs hail from various States and not 
just from Gujarat, Rajasthan and Tamil 
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Nadu which were the main suppliers of 
entrepreneural talent before independence. 
This change is still slow and areas like 
Assam, Bihar, Madhya Pradesh and 
Orissa are virtually unrepresented in this 
field. Any way the trend is indicative of 
a tendency towards greater occupational 
and vertical mobility, fluidity of social 
structure, spread of knowledge about eco¬ 
nomic opportunities and increasing urge 
to take advantage of these opportunities. 

The study has also observed that the 
emerging entrepreneural class is attitudi- 
nally more open than the old class. They 
promote men on the basis of merit rather 
than family ties; they have sought busi¬ 
ness association with other families or 
individuals of competence and this has 
helped draw more people into the vortex 
of industry. 

N#w Opportunities 

It is observed that in the case of new 
entrepreneurs, the direction of invest¬ 
ment has shifted from traditional sector 
(like textiles, sugar, paper, cement, etc.) to 
the modern sector of chemicals, pharma¬ 
ceuticals, fertilisers, engineering goods, 
metals, etc. The developing economy 
offered opportunities in these new fields 
and the new entrepreneural class has been 
quick to seize the opportunities. 

The study has, according to the author, 
conclusively proved “....the fallacy of 
off-made contemptuous assertion that India 
lacked in enterprising people.” The author 
has emphasised that it was essentially the 
adverse economic and political environ¬ 
ment prevailing before independence that 
effectively obstructed the emergence and 
full flowering of entrepreneural ability in 
India and “.. kept a vast class of new and 
promotable people in waiting for opportu¬ 
nities to present themselves.’* 

The author has emphasised that the 
changed economic, social and political 
conditions after independence facilitated 
the emergence of new class of entrepre¬ 
neurs. The state has taken a number of 
steps to widen the base of the class of 
entrepreneurs. Public sector provide 






various infrastructure facilities and specia¬ 
lised financial institutions provide 
‘^necessary funds to new entrepreneurs. 
State Governments have been providing a 
packet of incentives such as cheap land 
and electricity, cash subsidy and machi¬ 
nery on hire-purchase. The licensing policy 
bars entry of big industrial houses in va¬ 
rious industrial fields which arc therefore 
left open only to new entrepreneurs. 
Technical institutes have been established 
to provide necessary training and compe¬ 
tence. Caste barriers restricting certain 
^castes to only certain functions are break¬ 
ing down fatalistic attitude; is being 
replaced by materialistic attitude towards 
life and success in business is ensuring 
better status i n life. 

Various Constraints 

But the author has been quick to point 
out that with all the above favourable 
circumstances, too many restrictions im¬ 
posed by Government in the form of 
licences, quotas, heavy rates of taxation, 
procedural hurdles and various other con- 
’’"trols and regulations have been acting as 
obstacles in the path of emergence of new 
entrepreneurs. Labour troubles, minimum 
wage legislation, payment of bonus, input 
price spiral, shortages of raw materials 
and power, frequently changing import 
and export policies and nightmares that 
frighten away many potential entrepre¬ 
neurs from entering the industrial field. 

There is no doubt that during post¬ 
independence period, entrepreneurship in 
India is becoming more broad-based. And 
yet the fact remains that the crop of new 
entrepreneurs is not adequate enough to 
Mkxploit fully the vast human and natural 
resources in the country. 

It is thus observed that geographically 
certain areas such as north-east region 
have lagged far behind in this respect. 
There is also need to develop entrepre¬ 
neurship among scheduled castes and 
scheduled tribes who together constitute 
about one-fifth of the total population of 
the country. Concessional facilities 
should be offered to them to set up their 
own units in small-scale industries sector. 

The author gives the impression that 
big industrial houses are hampering deve¬ 
lopment of new class of entrepreneurs. 
It ought to be appreciated that the large 



industrial houses have in fact opened vast 
field for new entrepreneurs who have been 
helped to set up their engineering and 
other units supplying spares or looking 
after maintenance of capital equipment. 
Removal of restrictions on large industrial 
houses would in fact help broaden the 
base of the class of new entrepreneurs by 
pushing up industrial growth rate. 

What needs to be done is provision of 
adequate, efficient and cheap economic 
and social infrastreuture facilities by 
Government in all parts of the country. 
This would provide the biggest push. And 
second removal of a number of irksome 
controls which serve no purpose but in 
fact have been discouraging the emerging 
class of new entrepreneurs. 

Of all factors of production, labour is 
the most important and in that category, 
it is the entrepreneur who is the main 
catalytic agent of development. Govern¬ 
ment would do well to take concerted steps 
to develop fast and adequately human capi¬ 
tal of this particular category. The post- 
independence developments have shown 
that there is vast potential in this field 
awaiting opportunities. 

PUBLIC UNDERTAKINGS 

Public sector in India has recorded 
spectacular progress since 1956. Since the 
the funds needed to finance public sector 
entreprprises are appropriated from the 
consolidated fund of India, it is necessary 
that these enterprises should function 
within confines of public accountability. 
The question of their accountability to 
public authority represented by Parlia¬ 
ment becomes all the more significant 
because there is bound to be increasing 
investment in public sector enterprises in 
years to come. 

The Indian Constitution made provision 
for the constitution of Public Accounts 
Committee, Estimates Committee and 
Committee on Public Undertakings to 
perform functions of financial control and 
scrutiny on behalf of Parliament. In 
1964, Committee on Public Undertaking.s 
composed of members of both houses of 
Parliament was set up and it took over 
the functions vested in the Public Accounts 
and Estimates Committees. 

D.N. Gadhok in Accountability of Pub¬ 
lic Enterprises to Parliament, finds that 


though the Committee on Public Under¬ 
takings has been functioning since 1964, 
and conducting enquiries, neither the ' 
autonomy nor the day-to-day working of 
public undertakings has been affected or 
interfered with. The fear that a parlia¬ 
mentary committee specifically appointed 
to oversee working of public undertakings 
would bring undue pressure to bear upon 
their management and would have harm¬ 
ful elTecl on healthy growth of those under¬ 
takings have thus proved to be unfounded. 
On fhe other hand, the author finds that 
the committee has proved to be their 
friend and guide. 

Non-party Atmosphere 

According to the author, the success 
of the commilee is mostly due to 
“.. .noil-party atmosphere in its sittings, 
the cooperation it has been able to get., 
from the officers of the undertakings and 
the Government departments, and the 
devoted assistance it gets from its own 
secretariat." 

But the author is of the opinion that 
“.. . there is room for some improve¬ 
ment in the working, etc. of the committee 
to make it a more effective instrument of 
parliamentary control and supervision 
over public sector undertakings." 

According to him, for improving its 
functioning, the committee needs fuller, 
cooperation of its members by way of/; 
better attendance and participation in dis-,^ 
cussions conducted by the committee.. 
Further the author has suggested that 
different political parties should [,sclect 
only such members on the committee as 
have aptitude and keen interest in the sub¬ 
ject. He has also suggested that one year 
for which the committee is appointed at 
present is too short a period for members 
to get properly acquainted with the sub¬ 
ject and therefore the terms of the com-, 
mittee should be two years instead of one 
year. It is also suggested that **. . . at.; 
least a third of the members should con^ 
tinuc throughout the life of the legislature;; 
in order to provide continuity." 

Public undertakings arc at present-, 
managing a variety of jobs—from pro¬ 
duction of steel to running a hotel. To 
enable the committee to build up some 
kind of expertise, the committee can be 
divided into sub-committees which, accor- 


613 


MARCH 6, 1981 



to the author, should specialise in 
difTerent aspects of public undertakings 
and their management. The system of 
Bub-committees will also encourage regu¬ 
lar and active participation of members 
who naturally will fee] that they are play¬ 
ing an important role in investigation and 
would therefore give more of their time 
and attention to the job in hand. To 
anable the system of sub-committees to 
function efficiently, the author has sugges¬ 
ted that the number of members of the 
committee should be increased from 20 to 
30 so that there can be six sub-committees. 
They can undertake the investigation of 20 
public sector undertakidgs every year in- 
•' stead of only 10 as at present. The author 
: has also suggested that only important 
and vital aspects of management of public 
, undertakings should be investigated by 
sub-committees and not all the aspects. If 
such in-depth investigations, if necessary 
' with the assistance of specially invited 
experts from outside arc undertaken, the 
recommendations of the committee would 
carry greater weight and would be more 
useful to the executives of public sector 
undertakings. 

Gaps to Fill 

Though generally 90 per cent of the 
recommendations of the committee are 
accepted by the Government, there is at 
present no machinery to ensure effective 
implementation of the accepted recom¬ 
mendations. This gap needs to be filled. 

The author has suggested that Parlia¬ 
ment should set aside seven days for dis- 
, cussion of performance of public under¬ 
takings. This will help focus attention of 
the country and of the Members of 
* Parliament and will go a long way to im¬ 
prove the working of public undertak¬ 
ings in the country. 

Working of the Committee on Public 
Undertakings is like the work of post¬ 
mortem. This explains why though the 
committee appears to be functioning 
efficiently since 1964, there is continual 
decline in the efficiency of public sector 
undertakings. 

The causes of declining efficiency of 
public undertakings in India lie in the 
Parliament itself. Awarding of chairman’s 
post as a reward for service to the party 
in power, gross interference in the day-to- 
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day working t>y Minisiters and buieau* 
crats, absei.ee of or some times conflict¬ 
ing directives, overstaffing due to politi¬ 
cal pressures and pampering of labour to 
win their votes at the time of election are 
all responsible for inefficiency of public 
undertakings in India. 

The whole problem including that of 
accountability of public undertakings in 
India needs to be viewed and examined 
as apolitical problem rather than as a 
technical one. The author of this book 
has not shown awareness of this broader 
perspective of this vital problem that is 
continually bedevilling our economy. 

PUNJAB TRANSFORMED 

Punjab partioned and devasted at the 
time of Independence has not only manag¬ 
ed to bring about quick rehabilitation of its 
shattered economy but has surged ahead 
of other States in respect of agricultural 
development and general economic pros¬ 
perity. The authors oi Agricultural Deve¬ 
lopment in Punjab have succeeded in 
presenting a fairly comprehensive picture 
of agricultural progress of the State. 

It is observed that over a period of 
15 years since 1960-61, per capita income 
of Punjab increased by about 50 per cent 
as against an increase of only about 20 per 
cent for the country as a whole. Punjab 
which had occupied third position in res¬ 
pect of per capita income among States in 
India in 1960-61 moved to the first place 
in 1966-67 and has continued to remain 
in that position since then. 

Since early 1960s, agriculture in India 
in general and Punjab in particular ex¬ 
perienced rapid changes in terms of 
technological innovations with capital- 
intensive methods of cultivation in place 
of traditional labour-intensive technology. 
Introduction of HYV seeds provided a 
big boost to farm productivity and proved 
to be the harbinger of green revolution in 
Punjab from where it spread to some 
other parts of the country. 

Agricultural progress of Punjab becomes 
obvious when it is noted that the share of 
agriculture and livestock which used to 
be around 54 per cent in early 1960s 
increased to 61 per cent in 1970-71 and 
was around 57 per cent in 1975-76 as 
compared to 39 per cent for the country 
as a whole. 
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Prom the analysts in this book, it is 
observed that in ]^njab green revolution . 
recorded greater success because there 
was simultaneous increase in comple¬ 
mentary inputs sudi as irrigation and 
fertilisers. 

A number of factors have contributed 
to higher agricultural productivity in 
Punjab, the important factors being use 
of high-yielding varieties of seeds, increas¬ 
ing use of chemical fertilisers, ejgpansion 
of minor irrigation, improved agricul¬ 
tural practices with the aid of agricultural 
machinery and above all hard-working 
peasantry of Punjab. 

It is observed that whereas big farmers 
went in for mechanisation, the small far¬ 
mers tried to meet increasing labour re¬ 
quirements by maximising input of family 
labour. This had an important effect: 
in spite of labour-displacing effect of 
mechanisation, demand for labour has on 
the whole been increasing. 

Another thing that is noticed is that 
fertiliser-commodity exchange ratio in 
India is more in favour of wheat farmer 
as compared to paddy farmer. Possibly 
the adverse fertiliser-paddy exchange ratio 
explains lesser success in the case of paddy 
cultivation in Punjab and other parts of 
India. 

Remarkable Progress 

In spite of remarkable progress in the 
agricultural sector, this study also brings 
out certain gaps that need to be filled up. 
As yet there is a lot of scope for accelera¬ 
ting agricultural growth rate in Pmyab. 
There is however little scope for increas¬ 
ing area under cultivation. This means 
further increase in agricultural producti¬ 
vity has to come mainly througuh intensi¬ 
fication and diversification of agriculture. 
According to the author, irrigation seems 
to hold the key and should therefore 
receive top priority. 

It needs to be noted that the present 
cropping pattern is dominated by cereals. 
Proportion of area under pulses is 
declining resulting in reduced availability 
of these protective foods. There are also 
several other crops which have as yet 
fairly low productivity and consequently 
contribute less to fanners* income. Inten¬ 
sive research is needed for increastng pro- 





ductivity in case of pulses and some other 
crops. 

iThc authors have observed that there is 
Considerable scope for intensifying diver¬ 
sification of agriculture in Punjab, the 
study contains valuable information on 
various strategies and institutions that 
have helped agricultural development 
and progress in Punjab and made it the 
food-basket of India, in addition to its 
also being the sword-arm of the country. 
Agricultural planners ard policymakers 
in other States can learn much from this 
study which provides well-tested guide¬ 
lines for agricultural development. 

CORPORATE TAXATION 

After independence, numerous changes 
have been introduced in the Indian cor¬ 
porate income tax structure with a view 
to meet the developmental needs of the 
country. Since the corporate income tax 
luis come in for very severe criticism, 
especially at the hands of industrialists, 
V.O. Rao in The Corporation income Tax 
in India, thought it worthwhile to examine 
empirically whether and to what extent 
the criticism is justified. 

According to the author, the empirical 
evidence which he has examined leads to 
the conclusion that the traditional 
zero-shifting hypothesis comes close to 
reality in majority of the Indian indus¬ 
tries." In simple terms, this means that 
imposition of corporate income tax does 
not result in its being shifted by indus¬ 
trialists to consumers by raising prices 
proportionately but that both the impact 
and the incidence of the tax fall on the 
- industrialist himself. 

The study found that in no other coun¬ 
try does the rate of aggregate tax on resi¬ 
dent companies soar beyond 50 per cent 
of the total income as it does in India 
where it is 56.50 per cent. In addition, 
there exist surtax and inter-corporate 
dividend tax. Though there are certain 
deductions and concessions, “....the 
burden borne by Indian companies is 
much higher than that borne by com¬ 
panies operating in a highly industrialised 
economy like the USA.” 

Since the rates of dividend have not 
been fluctuating much, the study leads to 
the conclusion that the Indian corporate 
tox system reduces the ability of com- 


panics to finance their expansion through 
retained profits. It is the depreciation 
allowance provision that has maintained a 
steady flow of internal funds and increas¬ 
ing capital formation in the corporate 
private sector industries. 

It is observed that loans from specialis¬ 
ed financial institutions have also helped 
private corporate companies to realise 
their expansion programmes. Thus over 
the years the debt to equity ratio has risen 
from about eight per cent in 1950-51 to 
around 41 per cent in 1974-75. The interest 
deductibility provision has helped com¬ 
panies to minimise costs of their invest¬ 
ment finance. 

Industrial revival started to some extent 
after 1969 because of the abolition of two 
controversial taxes, namely bonus shares 
lax and super dividend tax. This suggests 
that abolition of a tax such as surtax has 
favourable effect on industrial climate in 
the country. This levy can be called a tax 
on efficiency, especially when the princi¬ 
ple of progression also comes to be em¬ 
bodied in the tax. 

Major Criticism 

Another crin'eism of the present corpo¬ 
rate income tax system is that in com¬ 
bination with personal income tax, it 
results in double taxation of dividend 
income. The author is of the opinion that 
this is contrary to the concept of econo¬ 
mic equity. He thinks that such double 

taxation will lead to “.an outflow 

of capital from industries that are predomi¬ 
nantly corporate in form into industries 
which arc primarily non-corporate in 
structure.” This highlights the need for 
evolving a system that integrates in an 
appropriate way corporate and personal 
income taxes. 

The present corporate income tax sys¬ 
tem draws a distinction between priority 
and non-priority industries, the latter re¬ 
ceiving some concessions and lower raids 
of corporate income tax. The author feels 
that replacement of this sort of status disr 
crimination by accelerated depreciation al¬ 
lowance may prove a more efficient way of 
achieving specified objective of helping the 
industries. Removal of tax discrimination 
would also promote competition and im¬ 
prove overall allocation of resources. 

The author is of the opinion that with 
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various changes introduced from time 
time, the Indian corporate tax structuh^j 
has become . a piece of extremely com^i' 
plex legislation in the world.” 

In brief, corporate income tax in India* 
reduces saving capacity of companies and 
their incentive to invest, encourages deb4^ 
fihancing by discriminating against equif^i 
financing, and distorts allocation of re^ 
sources, both as between corporate anit 
non-enrporate sectors and capital an<t‘ 
labour intensive industries. 

The author found that the complexities 
of the present corporate income tax struc¬ 
ture prove expensive to both tax payent 
and to tax-authorities. This emphasise^ 
immediate need for simplifying the 
rate income tax structure. -■% 

In the opinion of the author all tho$^ 
clauses which produce adverse effects oi| 
corporate savings and investments, otl 
efficiency and allocution and on rapid 
growth of the indusiiial sector should be 
removed immediately. 

The general complaint among indus^ 
Irialisls is that if with all the vast potciw* 
tialities and technical self-sufficiency, thi| 
industrial growth rate in the country 
not commensurate with our needs and 
capabilities and is just about one-third 
what can he easily achieved, one of tl|| 
major obstacles is the operation of tilliij 
corporate income tax. If industrial growth 
rate is to be pushed up substantially, 
is high time that Indian corporate income 
tax system is radically amended. 

AN ECONOMIC BIOGRAPHY 

Prakash Tandon has had a remarkable 
and varied career. Education in the uni¬ 
versity of Manchester which involved li 
stay of about eight years in the United 
Kingdom, return to India and joining thi^ 
British firm of Unilever, staying with 
Unilever for over thirty years and endifl^ 
the long and distinguished service theifi 
as the first Indian Chairman of that mull^ 
national industrial giant, joining Hindili^ 
tan Steel as non-cxccutive director, takiq| 
specialised training courses at prestigioxiil 
institutes such as at Harvard, Chairmw 
ship of the State Trading Corporatiofli 
Chairmanship of the nationalised Punjab 
National Bank, association with distingue 
shed academic institutions like Ahmeda- 
bad Management Institute and National 
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^Council of Applied Economic kesearch, 
aiTrequent trips from country to country or 
seven from one continent to another, 
linibbing shoulders with high and mighty 
vtn the fields of finance and industry 
all this would be more than enough 
into fill a big-sized autobiography. But 
aPrakash Tandon has decided to be 
ebrief and has packed all these experiences 
ftllid his reflections in 223 pages in impec- 
tncable and chaste English writing and style 
owhich make reading of Return to Punjab 
31961-1975, both extremely pleasurable and 
linstruclive. The reviewer has no hesitation 
pin going on record that this book happens 
8 ito be one of the most entertaining that he 
hhas had occasion to read all these long 
ayears. 
u 

SI Negative Attitude 

$1 

^ As Chairman of Unilever, Prakash 
^I'andon had to deal with New Delhi 
y^nd various Government departments 
^Which functioned in their slow, suspicious 
u^nd uncoordinated way so that stacks of 
^filcs moved slowly from bottom to top and 
sometimes again from top to bottom for 
§ome minor clarification and again back 
to top equally slowly and grudgingly. 
Matters may have improved somewhat 
t^ince then; but not much. While one 
^fcnjoys reading all this, one also becomes 
Pfcflective as to why things in India seem 
Wnever to move on, that things always seem 
^to happen in such a way that process of 
development and progress always seem to 
nbe, slowing down why both Government 
cftnd people should be in the habit of finding 
tiftore good reasons for not doing a thing 
tlhan even a single reason for doing it, and 
why every individual and group should 
pt>hly talk of their rights and none of res- 
jjponsibilities. There is certainly ability in 
tlie country, but it is the negative attitude 
U>f mind that seems to be holding up full 
n^ition of our capabilities. What Unilever 
0 ^ed more than two or three decades ago, 
^ost of the private sector industries 
<j^pcar to be facing even at present. Only 
u|he diflerence is that while some have 
jbund devious ways of circumventing all 


that as yet there are no signs at all of any 
change in this, which means that we do 
not appear to be even aware of our fai¬ 
lure. And after all awareness of one's 
failure is the first essential step towards 
progress. 

As Chairman of Unilever, Prakash Tan¬ 
don had often to deal with trade unions. 
What he has described in the pages of this 
book holds good even at present. Matters 
in fact have become much worse. The 
whole system of confrontation and strug¬ 
gle between employers and workers both 
in the public and private sector seems out 
of place in the context of India's poverty 
and needs. When are we all going to put 
our collective shoulders behind the wheel? 

Prakash Tandon’s experiences at Hin¬ 
dustan Steel, State Trading Corporation 
and Punjab National Bank make one 
wonder as to whether we would ever make 
progress. All is non-standards, non-per¬ 
formance and non-concern. Prakash 
Tandon’s protraits of a minister (chapter 
17), a trade union leader (page 207) and 
bank clerks (page 205) are Masterpieces. 
All seem to be playing the vicious game 
of grab and loot never realising even for 
a moment that ultimately all this will 
bounce back and devour us all. 

Shackled Economy 

By reading this book one learns with 
great anguish in mind what a mess our 
planners, policymakers and bureaucrats 
have made of our economy and in fact of 
everything they seemingly tried to regu¬ 
late and reform. They have enmeshed and 
shackled the economy in a complex maze 
of controls and regulations which arc 
being sanctifled in the name of socialism. 

But we Indians seem to learn nothing 
from our history and even Prakash Tan¬ 
don appears to be no exception. Having 
gone through all the hurdles race with all 
the physical and mental torture and igno¬ 
miny. it appears very strange that as the 
Chairman of Punjab National Bank 
Tandon should have forgotten his past 
and should have brought out that abomi¬ 
nable Tandon Committee report which has 


difficulties, most others decide to with- 
^^w from the race or do not venture intc 
pAe face at all. This is a tragedy of th< 
magnitude and forebodes ill for the 
^ure of the country. Greater tragedy ia 


become a banc of all big private sector 
industries. It appears still stranger that 
only last fortnight Prakash Tandon should 
be justifying increasing role of the state on 
the ground that some sort of coordination 
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of varied ecodonlic activities of the com¬ 
munity has become essential. When ex¬ 
actly did this wisdom dawn on you, Mr 
Tandon ? 

All this leaves the impression that 
Prakash Tandon is a good advocate plead¬ 
ing any cause excellently and forcefully. 
He hardly seems to have any deep convic¬ 
tions. There lies the difference between 
the first rate men and the second rate. 

INVESTMENT & PROFIT 

Industrial sector in India during post¬ 
independence period is characterised by 
expanding markets for industrial products, 
changes in technology, and changes in size 
and structure of firms and markets. One 
consequence of this development has been 
that studies of industrial sector have shifted 
their attention from analysing locational 
problems of industries to analysis of the 
problems of structure, emergence of mono¬ 
polistic and oligopolistic tendencies, multi- 
firm conglomerate organisations (often 
designated as industrial houses), and role 
of multinational corporations in the 
development of high technology industries 
in the country. 

The study, Conglomerates and Multi¬ 
nationals in India by N.S. Siddharthan, 
focuses its attention on some crucial 
aspects of the emerging modern industrial 
set-up, in particucular “.. .the relevance 
of economies of size, relationship between 
size and profitability, investment and 
profit behaviour of several firms under one 
industrial house, investment behaviour of 
multinationals, the behaviour of mono¬ 
polistic and oligopolistic market structures 
and policy-implications flowing from the 
analysis." 

In particular, this study makes an 
attempt to analyse investment and profit 
behaviour of firms belonging to the Birla 
and Tata conglomerates, and of the Indian 
subsidiaries of foreign firms operating in 
the engineering and chemical industries. 

The study has revealed that investment 
pattern and profit behaviour of Birla and 
Tata industrial establishments operating 
under conditions of different market struc¬ 
tures, namely monopoly, oligopoly, 
and competition, are different. It is 
observed that even the objectives of these 
firms operating in three different types of 
market are different. 

The study has revealed that profit beha- 
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viour of conglomerate firms are found to 
i be difibrent from those of non-conglome¬ 
rate firms belonging to their respective 
industries. Thus while the traditional 
hypothesis of a positive relationship 
between the size of the firm and its profi¬ 
tability is seen to be valid for the non¬ 
conglomerate firms, it however proved 
invalid in the case of conglomerate firms. 
In the case of the latter, it is observed 
that it is not the size of the firm, but the 
size of the conglomerate that is important. 

In regard to behaviour of profit, it is 
^ observed that . the fluctuations in 
profits were less for monopoly firms and 
more for oligopoly firms.*’ 

The study also revealed that in spite of 
the above type of behaviour of profit in 
the case of monopoly and oligopoly 
firms, the latter in general grew at a much 
faster rate (almost double the rate) than 
monopoly firms. This phenomenon is 
explained by different objectives of indus¬ 
trial firms belonging to different market 
structures. 

‘ In regard to investment by multinatio¬ 
nals in engineering and chemical industries, 
the author observed that despite the 
Indianisation programme in these indus¬ 
tries, multinational firms . .not only 
maintained their already large market 
share but were also able to improve it.” 
It is also noticed that multinationals* 
investments depended mainly on profitabi¬ 
lity. This would mean that these firms are 
not willing to enter industrial sectors 
where rate of profit is relatively low. 

Policy Implications 

^ From the above analysis and findings of 
the study, very important policy-implica¬ 
tions follow. Industrial firms operating 
under conditions of monopoly, oligopoly 
and competition cannot be dubbed toge¬ 
ther under one homogeneous category 
merely because they all belong to the 
same industrial house. It is observed that 
variables that determine the growth of 
even Birla and Tata firms are different for 
different market conditions. This implies 
that industrial policy must recognise this 
fact of heterogeneity of investment and 
profit behaviour of conglomerate indus¬ 
trial firms operating in different market 
structures. 

The present industrial policy does not 


take into account the influence of market 
structure on behaviour of conglomerate 
firms. It treats all firms of an industrial 
house as if they were homogeneous. Since 
variables that influence investment and 
profit behaviour of the conglomerate firms 
functioning under different market struc¬ 
tures arc different, a uniform policy will 
not be effective in influencing investment 
decisions of all the conglomerate firms. 

If a conglomerate firm operating as a 
monopolist finds it more advantageous to 
restrict output and growth with a view to 
raise price and make more profit, it 
follows that any attempt by Government 
to restrict its growth and output would be 
automatically welcomed by the monopo¬ 
list firm as that would serve its interest 
ideally. Similarly for an output-restricting 
monopoly, price-fixation based on the 
cost-plus formula would not safeguard 
interests of consumers. 

Main Objective 

It is observed that conglomerate oligo¬ 
poly firms grow at a much faster rate even 
when their profits fluctuate widely. As 
already noted, the main objective of such 
firms is not profit maximi.sation but to 
secure market domination. 

This would mean that conglomerate 
oligopoly firms cannot be effectively 
tackled by a price or licensing policy that 
assumes profit maximisation objective of 
firms. It follows that a uniform industrial 
policy cannot successfully tackle the 
restrictive policy of conglomerate mono¬ 
poly firms and the expansionist conglome¬ 
rate oligopolistic firms simultaneously. On 
the other hand, the industrial and price 
policy is more successful in regulating 
investment and output of conglomerate 
firms operating in competitive markets. 

Regarding multinationals operating in 
chemical and engineering industries, they 
are able to maintain their market shares 
despite plan of Indianisation. If their pro¬ 
fits are taxed, part of that might be rein¬ 
vested; but there is also the fear that these 
multinationals may become expense 
preference firms. TTiis means that when 
a firm has multiple objectives wherein it 
can substitute one objective for the other 
at the margin, a single instrument used in 
isolation instead of as a part of a package 
would merely result in substitution of one 


objective by another and thus frustramj 
policy goals. i 

If Government has not been successful 
in preventing disproportionate growth of 
large industrial houses like Brilas and 
Tatas, this is because large firms enjoy 
economies of scale and advantages of larg« 
resource base. In the case of conglomerate 
firms, as already seen, it is not so much 
the size of the individual firm as the size 
of the conglomerate that matters. That ex*^ 
plains why big industrial house are becom¬ 
ing bigger over the years. This implies that 
Government’s industrial policy in this 
regard is devoid of economic logic. 
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Bicycle Industry: New Vistes 


BicvcLES manufacturing capacity 
'^fovered by industrial licences and letters 
intent has been placed at around 4.7 
^^tllion complete bicycles per annum. 
^ is estimated that there are more than 
^500 units in the small-scale sector presen- 
*|tly engaged in the assembly of bicycles 
‘ ||nd manufacture of bicycle parts. 

* \ Having regard to the capacity already 
^J^talled and capacity likely to materialise, 
®^cre is no need for setting up of any 
|jiew units excepting schemes which are 
fciport-oriented. However, existing units, 
.which are likely to achieve maximum 
^^^tilisation of capacity can plan expansion 
maintain growth and further export 
yljpneration. 

As per the industrial policy laid before 
}l|lie Parliament towards the end of 1977, 
(oinicyclc-parts, except free wheels, are 
ic^served for exclusive development in the 
tc^mall-scale sector. Proposals for foreign 
l^iflCOllaboration are being considered on 
gjgjnerits for the manufocture of special com- 
^^nents such as multi-speed hubs, cluster 
jf^oastcr brakes, caliper brakes, endrick 
l^ibns, baloon rims etc, which are required 
^ the production of multi-speed lighi- 
ight roadster bicycles and racer models. 

New Technology 

1 ^:' Existing units arc also encouraged to 
pnp^date their technology in selected areas 
iiHirough foreign collaborations on merits 
[ primarily for export generation. The 
nisting manufacturers should modernise 
_ eir existing facilities and take-up pro- 
c^mmes of replacement of old machines 
which credit facilities on short-term 
jiiiian from JDfil as well as foreign cx- 
y|jh|,nge facilities under the technical deve- 
pment funds are available. 

Recording to Mr H.V. Subbiah, Manag- 
! Director, Tf & M Sales Ltd, the pat- 
of growtltof bicycle industry has been 
lijmything but satisfactory. The steady 
itwth of the sixties was followed by a 
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hnetuating output in the first half of the 
seventies. Between 1970 and 1975, the 
annual growth rate was negligible, the 
production stagnating at around 21 lakhs. 
This can be attributed to the multitude 
of problems that beset the bicycle industry 
such as critical power situation, unsatis¬ 
factory industrial relations, non-availability 
of raw materials and credit limitation. 
Subsequently, the industry enjoyed a 
boom with production crossing the four 
million mark in 1979—almost double the 
production in 1975. The higher growth 
rate in recent yeais has been mainly due 
to good agricultural output between 1975 
and 1978. 


Future Demand 

As only one out of every five families 
own bicycles in India, the demand may 
rise in the near future. In the export 
market, except for certain African and 
near east countries, bicycles are not very 
popular. The west is where most of bicycles 
produced and consumed, and these bicycles 
are totally different in style and lighter in 
weight. Mr Subbiah pointed out recently 
that most of India's research and deve¬ 
lopment efforts have been centred largely 
around keeping costs low so as to keep 
the product within the reach of the buyer. 
As a result, the producers have been able 
to contain the price rise to within 125 
per cent over the last 30 years as against 
a rise in cost of raw materials ranging 
from 400 to 500 per cent. This achieve¬ 
ment is in sharp contrast with the per¬ 
formance of other similar industries 
such as sewing machines, fans and steel 
cabinet industry, which have experienced 
price rises of over 300 per cent. This 
has been made possible by the increased 
specialisation and development of ancil¬ 
lary industries and the innovations in the 
manufacturing process which have reduc¬ 
ed wastage. 

With the increasing petrol prices and 
618 


pollution control problems, the demand 
for bicycles is definitely on the increase. 
The average bicycle user in the west is 
also well aware of the health benefits of 
cycling and also recognises it as a mode 
of cheap recreation. The bicycle, in ad¬ 
dition, is easy and cheap to mainlain 
requiring little skill and ruling out the 
headaches of registration, taxation and 
licensing. 

In this country, the demand is conti¬ 
nuously increasing with the rising pur¬ 
chasing power and standard of living, 
althouth it is rather slow compared to 
the Western world. With these two 
growth potentials available, the Indian 
bicycle industry has to plan to develop 
more efficient types of bicycles. 
Mr Subbiah suggested that the industry 
will have to continue its efforts in keeping 
costs low, moreover, it should raise in¬ 
vestment in the sophisticated areas for 
manufacturing racing and other light¬ 
weight model bicycles for the Western 
market. It would be best to start off 
with manufacture of specialised compo¬ 
nents for the Western market as the 
demand for component business from 
abroad is rising. 

—Hardev Singh 
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Juta Task Forca Rapart 

Formation of a Jute Board, 
announcement of minimum 
support prices well in ad¬ 
vance, incentives for cultiva¬ 
tion of high quality fibre, 
strengthening of growers’ co¬ 
operatives, creation of an ex¬ 
port price stabilisation fund, 
and streamlining operations of 
the Jute Corporation to stabi¬ 
lise prices at home, are some 
of the major recommenda¬ 
tions made by the task force 
on jute in its report submitted 
to the Commerce Minister, 
Mr Pranab Mukherjee re¬ 
cently. 

The task force, which was 
headed by the Commerce Sec¬ 
retary, Mr P K. Kaul, has 
suggested that the Govern¬ 
ment may consider winding 
up of the Jute Manufactures 
IJevelopment Council, Indian 
Jute Development Council and 
the office of Jute Commis¬ 
sioner after the proposed Jute 
Board comes into existence, 
because it will be responsible 
for all coordination and deve¬ 
lopmental activities. 

In its view, modernisation 
of jute mills should take place 
without loss of employment. 

According to a summary of 
|llthe report released by the 
^Commerce Ministry, the task 
force has suggested that it 
would be necessary to con¬ 
stitute a jute *fund out of the 
cess collection to be imposed 
under the Jute Act constituting 
the Jute Board. It is necessary 
to make full collections avail¬ 
able and also to increase the 
cess rate suitably. 

It has also been suggested 
that the Directorate-General 
of Supplies and Disposals 
(DGSD) should evolve a 
scheme whereby uniform off¬ 
take could be ensured. Accord¬ 
ingly, the jute mills can plan 
their production schedule and 
prices can stabilise. 



Apart from improvement of 
quality and productivity, efforts 
should be made to find eco¬ 
nomic uses of the farm level 
waste products. 

On the export front, it has 
suggested that the proposed 
Jute Board should study the 
proposal for setting up of 
warehouses in the US and 
Europe and finalise a con¬ 
crete plan for implementation. 
Steps should also be taken to 
organise the production and 
export of promising end-uses 
such as carpets, blankets, de- 
coratives and furnishing in the 
small-scale sector. 

The task force set up in 
September last, has expressed 
the view that the State Trad¬ 
ing Corporation should active¬ 
ly participate in international 
tenders so far as export of 
sacking is concerned. 

Carpet Backing 

In the field of carpet back¬ 
ing, the technological deve¬ 
lopment should be pursued 
to make the jute backing belter 
and cheaper in world markets. 

The Jute Corporation should 
so arrange its buying and 
selling operations that it has 
a minimum of around six lakh 
bales to bring about stabilisa¬ 
tion in prices, which should be 
financed on concessional pat¬ 
tern in consultation with the 
banking institutions. More¬ 
over, it should also export a 
minimum quantity of raw jute 
every year, barring unforseen 
foil in domestic production. 

On the credit side, it has 
recommended that there should 
be a dialogue with the banking 
system before June every yeai, 
to earmark adequate credit 
limits to different organisa¬ 
tions. As regards credit need 
of the growers, priority at¬ 
tention should be given in 
the light of the recommenda¬ 
tions of the expert group 


which is going into this ques¬ 
tion at present. 

Rupee Upvalued 
Against Pound 

The pound sterling becunic 
cheaper by 10 paise following 
the upvaluation of the rupee 
by 0.54 per cent by the 
Reserve Bank of India in its 
revision of rates for the pur¬ 
chase and sale of pound sterling 
for spot delivery on February 
26. The RBI has fixed 
the middle rate at Rs 18.45 
per pound against Rs 18.55 
earlier. The new buying and 
selling rates are : Buying : 
£ 5.4348 per Rs 100 corres¬ 
ponding to Rs 18.40 per 
pound. Selling : £ 5.4054 
per Rs 100 corresponding to 
Rs 18.50 per pound. This is 
the eighth adjustment of the 
rupee against the pound ster¬ 
ling during this month by 
RBI. 

Steel Bars and Rods 
in Open Market 

Steel items used for cons¬ 
truction such as bars, rods 
and semis produced by the 
integrated steel plants in the 
public sector will be sold at 
open market prices during the 
coming financial year. Com¬ 
merce and Steel and Mines 
Minister, Mr Pranab Mukher jee 
announced in the Rajya Sabha 
recently. 

He said the bulk of the 
production of these items, over 
60 per cent, came from the 
re-rollers andjmini-stecl plants, 
and their prices were set by 
market forces. The market 
prices of these products were 
substantially above the Joint 
Plant Committee prices 
charged by the public sector 
steel plants. 

The Government had there¬ 
fore decided to take these 
products off the JPC list and 
sell them at market prices, 
Mr Mukherjee said. 

Mr M.L. Gupta, President, 
Bharat Chamber of Commerce, 
Calcutta, however, deplored 
the decision of the Govern¬ 
ment of India to take rods, 
bars and other rerollables out 
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of JPC price regulation Ike 
cause of its far-reaching 
verse impact on consumetl 
industrial users and engineei 
ing exporters. 

Regularisation of 
Excass Capacity 

The Government was work 
ing out separate procedure"* 
for regularisation of exces 
capacity of MRTP and FER/ 
companies and non-MRTP ant 
non-FERA companies unde 
the new industrial policy, Cojy 
mcrce Minister, Mr Praitftl 
Mukherjee informed Rajy; 
Sabha recently. Mr Mukherjei 
said the Government wouh 
not go beyond the 34 industifb 
already listed for regularisatid 
of excess capacity. Similar^ 
excess capacity created by larg 
industries in items already ri 
served for small-scale in 
dusiries would not be regu 
larised, he added. 

The last date for rcceivin; 
applications for regularisatioi 
of excess capacity was ove 
on January 31. He said regu 
laiisation of excess capacit' 
was allowed only where thcti 
was need to produce more 
But the Government wouh 
not regularise excess capacity 
at the cost of small-scale in’ 
dustries. 

Public Supply Systan 

The Ministry of Civii 
Supplies proposes to provide 
cash credit assistance tc the 
State Governments to streng¬ 
then public distribution system 
Indicating this in the Lok 
Sabha recently, the Union 
Minister for Civil Supplies,, 
Mr V.C. Shukla, said that' 
State Government.s had als^ 
been told to lake stringej^', 
measures against cconoini^. 
offenders like blackniarkcteeti: 
and hoarders. Strong actf^l 
against hoarders and specu^ 
la tors is sure to have a salutaipy: 
effect on prices of essential, 
commodities. 

Mr Shukla who was making.^ 
a statement in response to a 
calling attention motion on 
the serious situation arising 
out of the reported non-avail** 
ability of sugar, wheat, edible 
oils and other essential coni- 
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,u.4itics at fair price shops in 
-^•^clhi, assured the House that 
^J%he Government was doing 
jy^everylhing possible to provide 
^^ssential commodilics to the 
®'lwnsumers through the public 
^^distribution system. He said 
iriahat with this objective in 
-4pview as many as 4.000 addi- 
^^&ional fair price shops had 
-^been opened. 

■ The Minister for Civil Sup¬ 
plies said that the Govern- 
ifflcnt would build a buffer 
TT^fetock of essential commodi¬ 
ties to keep prices under con¬ 
trol. Regarding scarcity of 
iJi^ible oils. Mr Shukla pointed 
Sout that the Government was 
*liimporting edible oils to the 
%une of Rs 500 crorcs. And 
hlin case there was need for 
yrtadditional import, the Govern- 
;|ment would do that to meet 
Ithc domestic requirements. 


jScrap Price Hike 

An Irdian Foundry Asso- 
l^ciation spokesman has said 
Jthat with the 25 per cent in¬ 
crease in the prices of cast 
5iron scraps and hard cokes 
fithe foundry industry has rc- 
aiceived another severe blow 
gwithin a week, the firsi being 
ahe increase in pig iron prices 
jby Rs 400 per tonne. 

I With a very sleep increase 
fin the prices of inputs, costs 
*ofend-products will reach such 
ia high level that the foundry 
{industry will not be able to 
iabsorb them and will be forc- 
.‘?d to pass the increased bur- 
ijden to the ullimate consumer, 
jiwhich will result in consumer 
^resistance in the market, he 
.stated. 

‘ The spokesman has pointed 
lout that the prices of cast 
^iron scraps, a secondary ma¬ 
terial, is already 60 per cent 
^higher than the piime pig 
iroh, which in the past was 
*30 per cent lower than the 
ipig iron price. The asso- 
tciation has, on several occa- 
..<sions, urged the MSTC the 
•sole selling agent for SAIL 
plants scraps, to discipline 
their prices and link them with 
Ipig iron prices. But the sug- 
Igestion was rejected without 
;^-giving any thought. 

I The spookesman said the J FA 
^isbfthe firm view that prices 


of Cr scraps should be brought 
under the purview of the price 
control body on the lines of 
the JPC. The scraps prices 
will in that way be revised 
only while keeping in view the 
pig iron prices. But in any 
case, Cl prices should be at- 
least 30 per cent lower than 
pig iron. 

The coke price rise, he has 
further stated and an increase 
of 15 per cent in the railway 
freight will very adversely aflecl 
the industry. It is, therefore, 
essential that the prices of 
inputs are brought down to a 
reasonable level. 

DCM Data Products 

Computerised processing of 
information and control of 
industrial plants can enable 
the managements to save fuel 
cost to the extent of five 
per cent, according to Mr S.IJ. 
Ullal, Marketing Manager of 
DCM Data Products. 

Speaking to newsmen in 
New Delhi, Mr Ullal has said 
that his company, which 
entered the digital electronics 
in 1972, has come of age. 
With a turnover of Rs 7.2 
crores in the year ended June 
30, 1980, it is the largest 
computer manufacturing unit 
in the country. The imported 
content of the components 
varies from 30 to 60 per cent 
amounting to Rs 2.5 crorcs 
in 1979-SO. The real growth 
of the company took place 
after the exit of IBM. 

The company’s products arc 
currently in use with 350 
customers. 

He has stated that the com¬ 
pany attaches great impor¬ 
tance to R and D and spends 
about 10 per cent of its turn¬ 
over on it. It received the 
1978, F'ICCI award for techno¬ 
logical excellence in 1979. It 
intends to use the laser beam 
technology in collaboration 
with a US firm. 

Explaining the new appli¬ 
cations of its product. Data 
Logger, Mr Ullal has said 
that it can determine the .safe¬ 
ty of bridges and tracks, there¬ 
by helping in increasing the 
speed of a train. In the field 
of agriculture it can optimise 
the use of water by moni¬ 


toring plant parameters like 
water potentials, leaf, tem¬ 
perature etc. Further, it can 
optimise The use of resources 
as in the case of poultry feed 
by mixing ingredients in an 
optimum way. Another appli¬ 
cation is of conducting elect¬ 
rical and thermal tests of 
engines coming off the as¬ 
sembly line, resulting in saving 
of fuel consumption. 

Grant from Norway 

The Norwegian Government 
signed a threc-ycar agree¬ 
ment with Jndia under which 
Norway (during 1981-83) will 
grant kroner 23 million ($4.25 
million) to help the extcnlion 
of India’s family planning pro¬ 
ject at 50 rural hospitals, the 
Foreign Ministry announced, 
recently. It said Norway has 
supported the Indian family 
planning project since 1971, 
and previous allocations have 
been channelled to 554 
hospitals in Indian cities. 

Computer Society 
Meet 

The Sixteenth Annual Con¬ 
vention of the Computer 
Society of India was held 
from March I to 4 at Hotel 
Ashoka, New Delhi. The 
convention brought together 
nearly 1500 computer profes¬ 
sionals working in various 
academic institutions, research 
and development establish¬ 
ments, industrial organisations 
and computer installations 
spread over the length and 
breadth of India. It was a 
place for the exchange of 
ideas among computer pro¬ 
fessionals working not only 
in India but also abroad. Con¬ 
sidering the need for accele¬ 
rated growth of computer 
usage in India, a country where 
computers can be used for 
the solution of many problems 
in its development, it was 
decided to deliberate upon the 
theme, “Relevance of Com¬ 
puters to India" during this 
convention, inaugurated by 
Mr M. Hidayatullah, Vice- 
President of India, 

Over 100 specially selected 
technical papers contributed 
by authors from within and 
outside India, were presented 


in 24 technical sessions. Pre¬ 
ceding the convention, a tu¬ 
torial on "Data Base Manage- 
mcnl Systems" directed to¬ 
wards practising managers and 
computer analysts, was or¬ 
ganised in Delhi. An exhibi¬ 
tion of computer products, 
processors, peripherals, soft¬ 
ware and hardware systems, 
from 43 manufacturers from 
India and abroad, was ar¬ 
ranged at Hotel Ashoka and 
Hotel Akbar. The exhibition 
was inaugurated Mr Shyam 
Lai Yadav, Deputy Chairman, 
of Rajya Sabha. 

Breakthrough in 
Fertilizer Technology 

Fertiliser manufacturers in 
India using the steam naphtha 
reforming process will no 
longer have to dcfxrrd on the 
import of primary steam 
naphtha reforming catalyst. 
They can now look forward 
to uninten upted production of 
fertilisers even in the midst 
of difficult international situa¬ 
tion, because of the pioneer¬ 
ing etlbris of the Gujarat 
State Fertilisers Company and 
the United Catalysts India 
Lid in import substitution 
in this field. 

In what is considered to 
be a major breakthrough 
achieved by the company in 
the technology of primary 
steam naphtha reforming ca¬ 
talyst, it is perhaps the first 
large scale exploitation of the 
opportunity provided by the 
inclusion of provision for 
“licences of right" in the New 
Patent Act, 1970. 

As a result, ammonia plants 
with a capacity of 600 tonnes 
per day will now be able to 
save foreign exchange at the 
rate of 200,000 dollars for 
every charge per plant with 
the gross foreign exchange 
savings amounting to around 
one crorc rupees per year for 
all naphtha based ammonia 
plants. 

Further the price of the 
potash impregnated primary 
steam naphtha catalyst, indi¬ 
genously developed, is lower 
than the CIF price of the im¬ 
ported catalyst, thereby in- 
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creasing the prospects for ex¬ 
ports of this catalyst. 

4 GSFC was the first fertiliser 
complex in the country to 
adopt the JCI steam naphtha 
reforming process in 1967. The 
country then had to depend 
on the imported primary re 
former tubes and the catalyst. 

IDA Credit for Telecom 

The Government has nego¬ 
tiated a new credit of #314 
million with the International 
Development Association 
(IDA) for the development 

^ of telecommunications. The 
formal agreement in this regard 
is expected to be signed within 
the next four to six weeks in 
Washington. A special feature 
is that far the first lime, the 
association will give its fund 
for selling up new manufac¬ 
turing units in the telecom 
sector. Fighth in the scries 
of such loans, this will take 
the total World Bank IDA aid 
for the development of tele¬ 
communications in India to 
#802 million since 1962. 

1 *^ The credit provides for the 
setting up of an electronic 
switching factory at Palghat 
at a foreign exchange cost 
of #12.8 million; establish¬ 
ment of a new cable factory 
at Hyderabad costing of $25.5 
million and establishment of 
a new electronic teleprinter 
factory at Hosur at #6.5 mil¬ 
lion ill foreign exchange. 


Assistance from 
Netherlands 


The Netherlands will assist 
India in undertaking an in- 
^tegrated export promotion 
^plan. The two countries will 
also set up joint ventures in 
the field of agriculture both 
in India and in third countries. 


These decisions were taken 
recently during the talks held 
between an Indian delegation 
headed by the Minister of 
Commerce, Mr Prana b 

Mukherjee, and Prince Claus 
of the Netherlands, who is 
leading a high-level team from 
his country. 

During the discussions, em¬ 
phasis was laid on industrial 
cooperation in third countries. 
In fact, there was a broad 
agreement on the need for 


promoting bilateral relations 
in various fields. 

India and Netherlands have 
reached a “broad agreement'’ 
on the need for broadening 
bilateral relations in various 
fields. Both have also agreed 
on specific proposals for co¬ 
operation in economic, com¬ 
mercial, technical and cultural 
areas. 

Indo-West German 
Cooperation 

The German private in¬ 
dustry is rediscovering India 
as an “important nali(.*n in 
the East Asiatic region” and 
industrialists in Bonn arc 
considering plans for coope¬ 
ration with the Indian private 
and public sectors. The re¬ 
port of the Federation of 
German Industries (BDI), 
whose members visited India 
in November last, has created 
a positive attitude among the 
businessmen in Bonn. 

The report said that the 
aggregate economic and poli¬ 
tical importance of India in 
the Asian region was to be 
“valued very high". It ob¬ 
served that India occupied an 
important position among the 
countries of the Third World 
and recommended that Gci- 
man industries should include 
India in their consideration 
for economic cooperation 
with Asian countries. 

I1ie high powered delega¬ 
tion was aware that since the 
initial phase of comparatively 
successful cooperation bet¬ 
ween Bonn and New Delhi 
in the early fifties, India was 
neglected by the German pri¬ 
vate sector. They invested 
more in Singapore than in 
India, fearing that their in¬ 
vestment might be frozen by 
nationalisation in India. Ihc 
recent visit to West Germany 
of the Commerce Minister, 
Mr Pranab Mukherjee, also 
contributed positively towards 
a belter appreciation of the 
industrial potential of India. 

India Bahrain Joint 
Ventures 

India and Bahrain may 
undertake joint ventures for 
construction works in Bahrain. 

The proposal has been made 


by Dr Abdul Latif Kanoo, 
rtrmanent Under Secretary, 
Bahrain's Ministry of Housing, 
currently on a visit to India. 

While holding discussions 
with Mr S.C. Kapoor, Chair- 
man-cum-Managing Director of 
the National Buildings Cons¬ 
truction Corporation (NBCC), 
Dr Kanoo invited him to 
visit Bahrain to initiate the 
process of identification of 
joint ventures. 

Outlining the advantages of 
collaboration in Bahrain and 
the other neighbouring Arab 
countries with the financial 
assistance becoming available 
there, the visiting official point¬ 
ed out that the banking faci¬ 
lities available in Bahrain 
would facilitate NBCC’s 
working in construction pro¬ 
jects. 

Alternative Energy 
Systems 

The Rs 50-crore research 
programme on alternative 
sources of energy during the 
Sixth plan is directed towards 
cost reduction of the techno¬ 
logies now available and im¬ 
provements in the efficiency 
of the devices used. 

Even now, it is possible to 
replace use of oil with solar 
energy biomass, and w'iiul 
energy to a certain extent in 
the agricultural and industrial 
sectors. This is so particularly 
for minor irrigation, drinking 
water, household, low and 
medium temperature process 
heat requirements, claims a 
Government statement made 
in the Lok Sabha recently. 

The major part of the 
Rs 50-crore programme would 
be spent on utilising solar 
energy. Apart from improved 
techniques of obtaining silicon 
material for solar cells and 
improved fabrication methods, 
this project is working on 
upscaling solar power gene¬ 
rators to MW level. Several 
demonstration projects in the 
use of solar photovoltaic de¬ 
vices for industrial, domestic 
and agricultural uses are al¬ 
ready on. 

A commission has been con¬ 
stituted to further the use 


of alternate sources of energy 
from renewable resources, tM 
statement said. 

Names in the News 

Mr Arvind Narortam Lalbhal 

has been unanimously elected 
Piesident of the Federation oil 
Indian Chamber of Commerce 
and Industry for 1981-82. 
He will assume office at 
the close of the .54lh annual 
general session to be held in 
the second half of April. 

A leading industrialist 
Mr Lalbhai is a member pi 
several professional and busi- 
ness organisations. At pre¬ 
sent he is the Chairman of 
Textiles Committee, Council 
member of Indian Road and 
Transport Development Asso¬ 
ciation and Ahmedabad Textile 
Industry’s Research Associa¬ 
tion. 

Mr Kailas Nath Kathju, 

Deputy Managing Director, 
Indian Airlines, has been 
appointed Chairman, Vayu- 
dooi, ihe third airline formed 
recently lo operate feeder ser¬ 
vices. Vayiuloot, a public 
sector enterprise, is now opera 
ling in the north-eastern 
region linking some of the 
inaccessible areas. Mr Kathju, 
after his engineering training 
began his avia lion career with 
the Hindustan Aircraft Limi¬ 
ted, Bangalore, us an inspectot 
at an early age of 20 years. 
Mr Kathju became Deputy 
Managing Director, Indian 
Airlines in January 1979 and 
also served a short stint as 
member. Board of Directors 
Indian Airlines. 

Mr S. Kumar has taken 

over as Managing Directof 
of Hindustan Steelworks Cons 
t ruction Limited (HSCL). 
Mr Kumar has been associate< 
with the public sector fot 
over two decades. 

He joined Bokaro Steel Ltd 
at the very inception of the 
giant complex in 1965 and 
rose to the highest position 
in the construction set up ol 
the plant as General Manager. 
He was responsible for the 
construction and commission¬ 
ing of iron making complex 
steel making complex and the 
slabbing mill. 
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Chairman^s Statement at the 22nd Annual General Meeting 
On 7th February 1981 

Statement made by Shri D. P. Mandelia, Director at 
the Twenty Second Annual General Meeting of Mysore Cements Limited 
held on 7th February 1981 at Bangalore as 

CHAIRMAN OF THE MEETING 


l^l^^icnds : 

have nothing mu.ch to 
beyond what the Directors 
stated in their Report, 
would, however, like to 
j ^aw your particular attention 
the Paragraph, in which 
has been stated, how much 


' foduction of cement has been 
.^Sst to the country merely 
r n account of shortage oT 
^.^jlpply of power and coal in 
^.jp80, even as compared to 
t'le cement production in the 
yjrevious year of 1979. If this 
iJjlortage of power and coal 
*!:idnot been there, the country 
^^OUld have got 5 million ton- 
of additional production 
,pd you may well realise and 
.Spreciatc how much this addi- 
’,,onal production would have 
'^felped the country to tide 
^cr the cement shortage. The 
^estion arises, why this short¬ 
age of power and coal and 
;%y do the industries not gel 
j^qwate power and coal? 

ouf resources of coal 
‘\sdequatc to meet our dc- 
')\ands? Arc our installed 
'Opacity of power generation 
l^iidequate to meet the de- 
hund ror power? The answer is 
Jbviously an emphatic “NO”, 
^(hen what is the solution? 
jd^nol think blaming somc- 
*jody is the right answer. Wc 
fiust have a constructive 


approach. To some extent, 
jffie shortage of power and 
shortage of coal supply 
avc one common root cause, 

: c., improper administration 
pf power generation and coal 
j^ines and improper co-ordi- 
.Jgtion with Railway Trans- 
|o«. 


2. What can be done about 
it ? To my mind one solution 
could be to attach certain 
coal mines to the power 
generating stations ard even 
to large industrial establish¬ 
ments like Steel, Aluminium, 
CcinciU clc., and ask them 
to mine Ihe’r own coal. This 
should not be an unsurmount- 
able problem. In the Cement 
Industry, we are already 
getting mining leases for lime¬ 
stone on the basis of payment 
of royalties. [ do not sec why 
the ‘amc system cannot be 
adopted for coal also. When 
this is done, power generating 
staliors and Industrial estab¬ 
lishments would not be able to 
blame others for non supply 
of coal. The question that 
would then remain to be stdvcd 
is transportation of coal from 
coal mines. Where power 
stations or industrial establish¬ 
ments are situated in the vici¬ 
nity t f the coal mines this 
would not pose any problem. 
They can arrange their own 
internal transport by ropeway 
or belt conveyors even their 
own internal railway lines. 
Incidentally, this would also 
do away with the complaints 
about supply of bad quality 
of coal, about supply of stones 
instead of coal, which not 
only reduces the generating 
capacity of the Steam genera¬ 
tors or heating equipments but 
also seriously damage them, 
further seriously affecting their 
productivity. It may also be 
pointed out that in law, supply 
of stones in place of coal is a 
criminal offence. No body, 
however, dares take any action 
in the matter, as otherwise 


even the adulterated supplies 
they arc getting may be stop¬ 
ped. 

Where the coal users are 
far removed from the source 
of coal supply, they may be 
asked to arrange for their 
own wagons for transport of 
coal and make an arrange¬ 
ment with the Railways for 
transport of their wagons on 
a time bound schedule. If 
this is done the major headache 
of short supply of coal 
and power to the industries 
and the consequent set-back 
in the industrial production 
and the consequent illeffects 
on our economy should be 
cured. This would also re¬ 
lease the railway wagons for 
other users. 

3. We also find that the 
huge investment on Railway 
tracks, docs not appear to 
be fully utilised. Just as we 
are trying to make full uti¬ 
lisation of the installed capa¬ 
city of the plant and machi¬ 
nery in different industries, 
we must make full use of the 
capacity of the railway tracks. 
It is common sight to see 
rail tracks lying idle without 
any movement on them. 
This is certainly a wastage of 
huge capital invested in laying 
the tracks. If railway tracks 
are fully utilised to their full 
capacity and if adequate 
wagons are available for trans¬ 
portation and if the power 
stations and larger in ustries 
have their own coal mines, 
I am sure many of our today’s 
economic problems would be 
solved to a large extent. 
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4. Wc find that due to 
escalation of prices of petro¬ 
leum products, over which wc 
have no control, the increase 
in the prices of industrial 
products is inevitable. But 
the ill-effects of this increase 
can certainly be reduced to a 
very great extent, if the quan¬ 
tity of production increases. 
Apart from direct costs of 
production like increase in the 
rates of power, rales of petro¬ 
leum products and other in¬ 
puts, there are other costs 
which are called “overhead 
costs”, which can be very 
substantially reduced, per unit 
of production, if the produc¬ 
tion increases. There are two 
items in the overheads which 
have considerable effect. One 
is the financing charges or 
the interest on capital em¬ 
ployed. The other is the 
salaries and wages. Both 
these arc also increasing and 
perhaps it will be difficult 
to substantially reduce them. 
However, the financing and 
interest charges can in effect 
be substantially reduced if for 
the same given amount of 
charges the production in¬ 
creases by say 30 % which in 
my opinion not be difficult. 
I have no quarrel with 
workers getting higher salaries 
and wages. However, this 
must be linked with producti¬ 
vity. India cannot afford to 
pay salaries and wages for “no 
mr/c done", whetlicr it be 
on account of poor producti¬ 
vity or on account of go-slow 
tactics or strikes, which 
aie so commonly resorted to 
by the Unions and workers. 
They should be made to rea- 




lise that such activities are 
,most harmf^ul to the nation 
and should be condemned in 
no uncertain terms. No body 
should receive support from 
any quarter for any activity 
which harms our national in¬ 
terest. 

5. Another obstacle in 
achievement of full installed 
capacities is import of foreign 
products with the twin objects 
of supplementing supplies or 
keeping the prices of indi¬ 
genous products low. Neither 
^of these objects can be 
achieved merely by indiscri¬ 
minate imports, which most 
often are actually encouraged 
by lower import duties than 
the excise duty on indigenous 
production. What is however, 
strange is that even some 
industries in India plead for 
lower impoit duties to get 
imported products, fully know¬ 
ing that this is harming the 
indigenous industries. 

^ 6. I have previously men¬ 
tioned about utilising the in- 
.Stailed capacities to the fullest 
extent. At present, in most 
duslries including power 

generation, the installed capa¬ 
city arc used around 50?'. 

1 may be wrong in my 
estimate but 1 am sure 1 
would not be far out. What 
is however, more serious is 
that we feel rather satisfied or 
even elated if some industry 
achieves 60 capacity 

utilisation. Even in certain 
Government quarters, when I 
sometimes point out that we 
l^re not utilising to full extent 
^our capacity due to some 
reason or other, 1 am told 
that if we are utilising 60% 
of the installed capacity, 

we have no reason for com¬ 
plaint. I would like to point 
out that all industrial instal¬ 
lations are designed for opera¬ 
tion at 10 to 20 % higher 
capacity than the nominal 
capacity. It is for us to see 

to utilise this additional capa¬ 
city. If we do so, it should 
not be difficult with a con¬ 
certed effort from all con- 
« cerned to achieve, 90% 
of the installed capacity on an 
average, for all industrial pro¬ 
duction including power gene¬ 
ration and coal mines. What 


will be the state of our eco¬ 
nomy if all our industrial 
units work at 90 per cent or 
more of their installed capa¬ 
cities, you can well imagine 
the beneficial effect of this. 

I do not think it needs an 
expert Economist to make this 
calculation. 

7. I would also like to 
draw your attention to the 
paragraph in the Directors* 
Report regarding Retention 
Price. 1 cannot understand 
why Government fights shy 
of allowing reasonable selling 
prices to the industries. Does 
Government really believe that 
Industries can survive with- 
oul reasonable prices, pro¬ 
vided of-course, the prices are 
based on efficient working? 
Docs keeping the prices at 
unremuneratixe levels really 
help the consumers or the so 
called poorer section of the 
society? Even if the Factory 
selling prices are kept low, 
do the consumers get their 
supplies at those prices? In 
any case they have to pay 
much more than what they 
would have to pay if factory 
prices are kept at reasonable 
prices and factories were to 
operate at maximum produc¬ 
tivity. Many units both in the 
Public and the Private .sectors 
have and are getting “sick" 
on account of this imprudent 
and short-sighted policy and 
I would most respectfully dravx 
the attention of Hon'ble 
Finance Minister and the other 
Hon’ble Ministers in charge 
of Economic Ministries to this 
aspect. 

Ladies & Gentlemen, 1 
thank you for giving me a 
patient hearing. 1 hope what 
I have said may be able to 
draw the attention to persons 
in right places and if it only 
encourages thinking on those 
lines, I think we would have 
made a headway in the right 
direction. 


Note : The above dots not 
purport to be a report of the 
proceedings of the 22nd Annual 
General Meeting of (he Com- 
pany. 
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FOREIGN AIRMAIL SUBSCRIPTION RATES 
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COUNTRY 

LOCAL 

CURRENCY 

Africa 

UK £ 27 

Australia 

A. S40 

Bangladesh 

Taka 325 

Belgium 

B. Franc 1,650 

Burma 

Kyat 207 

Canada 

C. S 75 

France 

F. Franc 225 

West Germany 

D. M.107 

Hong Kong 

HK S 160 

Indonesia 

Rupiah 14,000 

Iran 

1. Rial 2,200 

Italy 

Lira 40,000 

Japan 

Yen 12,500 

Kuwait 

K. Dinar 10 

Malaysia 

Ringitt 85 

Mauritius 

M. Rs 285 

Middle East 

UK £ 25 

Nepal 

N. Rs 265 

Pakistan 

P. Rs 280 

Philippines 

Peso 250 

Seychelles 

S. Rs 350 

Singapore 

S. $ 84 

Sri Lanka 

S.L. Rs230 

UK 

USA and 

£ 30 

Latin America 

US S 75 

USSR 

Roubles 34 
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NEW DELHI -110001 
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COMI^NY 

AFfAIRS 


Hindustan Lever 

Hindustan Itvcr IJmilcd 
tjhavc logged ii record Rs 42 
^jerores in cxporls in 1^80, 
^ surpassing its previous year's 
export turnover by more than 
^ * 30 per cent. With over Rs 54 
©crores worth of export orders 
^already in hand, the company 
expects its exports in 1981 to 
gjHbc over Rs 60 crores. The 
*i|Hbulk of the exports (over 80 
per cent) are made up of 
r »company’s own manufactured 
jJjSjloaps, detergents, processed 
oils and foods, chemicals and 
jjscveial other items. However, 
<Sias a recognised export house 
* (it has, over the years, also 
l^iprovided enormous help to 
'Junits in the small-scale sector 
igtjn exporting their products. 
(jjlThis consists of prospecting 
itUhe foreign market through 
^j^market research, getting in- 
' ‘formation on designs, product 
’Jspecifications, quality control 
iffor raw material and at all 
^.iStages of manufacture and, 
>;iof course, marketing of the 
.^product abroad. 

S 

Y The company was a recipient 
Jof the coveted Chemical & 
SAlIied Products (CAPF.XIL) 
jJAward for 1979-80 for the 
!';)j$econd time in succession for 
"^merging as the largest cx- 
^^Jporter of Ossein and Dicalcium 
.^Phosphate. These two chemi- 
rcals arc made in its plant at 
j Taloja, Maharashtra. Ossein 
Jii an intermediate chemical 
iirequired fo»* the manufacture 
iVf photographic grade gelatine 
I'End Dicalcium Phosphate, a 
/by-product from Ossein manu- 
^facture, is used as a mineral 
Supplement in animal nutri¬ 
tion formulations. Hindus- 
ran Lever's exports to the 
^Middle Cast, West European 
ijeountrics. the USSR, Australia 
IjiMid the USA have substan- 
?™8lly increased over the last 
l^ree years, Hindustan Lever 
.|Hs the first private sector 


company in India to sign a 
long-term p»rttocol with the 
USSR, valued at Rs 60 crores, 
for a detergent brand which 
has found wide consumer 
acceptance there. Besides 
detergents, Hindustan Lever 
also exports to that country 
toilet soaps and other branded 
products. 

The company's access to 
West European markets 
through Unilever has provided 
ready acceptance of its ex¬ 
ports amongsl which arc many 
items made hy small-scale 
sector units, for large depart¬ 
ment stores in the ECM 
countries. This has been pos¬ 
sible because of the company's 
well established record for 
adhering to quality specifica¬ 
tions and delivery schedules. 
The company has also been 
able to obtain higher unit 
price realisation for these ex¬ 
ports Compared to several 
other manufacturers. The 
company has been exporting 
its well-known glycerine-based 
soap, Pears, to Australia in a 
big way. In fact, all the Pears 
soap sold in that country 
today is manufactured and 
exported by Hindustan Lever. 
The company has successfully 
met initial orders for this 
brand from customers in the 
United States and Canada 
where it aims to expand 
volume in the current and 
future years. 

Tube Investments 

The Board of Directors of 
Tube Investments of India 
Limited approved the accounts 
of the company for the year 
ended December 31. 1980. The 
year's operations have result¬ 
ed in a profit of Rs 3.35 crores 
(pievious year : Rs 3.10 
crores). Additionally, Rs 3.40 
lakhs being the development 
rebate reserve set aside in the 
previous years and no longer 


required and Rs 12.0] lakhs 
being the net surplus income- 
tax and urban land tax pro¬ 
vision made in respect of the 
years for which tax assesF- 
ments have been completed, 
are credited to the profit & 
loss account of the year. 
The Directors have set aside 
Rs 1.95 crores towards the 
tax liability of the year and 
transferred Rs 12.00 lakhs to 
investment allowance reserve. 
The balance profit brought 
forward from last year is 
Rs 30.17 lakhs. Thus the 
amount available for distri¬ 
bution of Rs 1.74 crores is 
being appropriated as given 
below: (I) Rs 2.21 lakhs set 
aside towards the debenture re¬ 
demption reserve; (2) Rs 30.08 
lakhs towards interim divi¬ 
dend at Re 0.70 (7 per cent) 
per fuliv paid equity shaic of 
Rs 10 (already paid) subject 
to tax and Rs 38.70 lakhs to¬ 
wards recommended final divi¬ 
dend at Re 0.90 (9 per cent) 
per fully paid equity share of 
Rs 10 subject to tax, thus 
making the total dividend of 
16 per cent. 

Fine Show by 
Mahindra and Mahindra 

The preliminary statement 
from Mahindra and Mahindra 
on its working results for 
the year ended October 1980 
shows a further marked im¬ 
provement over its previous 
year’s performance. Produc¬ 
tion, turnover and profits all 
are significantly higher than 
in 1978-79. The proposed 
dividend of 18 per cent pay¬ 
able on the doubled capital 
resulting from the one-for-one 
bonus issue works out to 36 
per cent in terms of the pre¬ 
bonus capital against 20 per 
cent paid for 1978-79. The 
dividend is covered nearly 
thrice by the year’s earnings. 

The turnover has risen by 
37 per cent from Rs 143.86 
crores in 1978-79 toRs 197.05 
crores in 1979-80 and the gross 
profit by 32.3 per cent from 
Rs 12.57 crores to Rs 16.63 
crores. The ratio of gioss 
profit to turnover has margi¬ 
nally come down from 8.7 per 
cent to 8.4 per cent. After 
providing Rs 2.92 crores 


(Rs 2.75 crores) for deprecia* 
tion, Rs 1.29 crores (Rs 68 
lakhs) for investment allow¬ 
ance and Rs 6.06 crores 
(Rs 2.04 crores) for taxation, 
and after some adjustments, 
the disposable surplus is Rs 
6.50 crores (Rs 8. 25 crores). 
Equity and preference divi¬ 
dend will absorb Rs 2.24 
crores (Rs 1.32 crores). A 
sum of Rs 7 lakhs (same) 
has been transferred to de¬ 
benture redemption reserve, 
Rs 13 lakhs (nil) to capital 
redemption reserve and Rs 4 
crores (Rs 6.85 crores) to 
general reserve. 

The automotive division sur¬ 
passed its record achievement 
of the previous year by about 
21 per cent with production 
and sales of vehicles going 
lip from 14,890 and 14,910 
units in 1978-79 to 18,102 
and 18,031 units in 1979-80. 
The dieselisation of jeep 
vehicles and trucks together 
with market diversification in¬ 
troduced in earlier years has 
contributed to the rapidly 
growing demand for these 
vehicles, especially in the rural 
areas. The sales of spare 
parts increased by 39 per cent 
to Rs 7.71 crores. 

Reliance Textile 

Reliance Textile Industries 
has reported an all-round im¬ 
provement in its working re¬ 
sults for 1980. The total in¬ 
come, gross profit and mar¬ 
gins all arc substantially 
higher than in the previous 
year. Equity dividend has been 
maintained at 25 per cent on 
the increased capital resulting 
from the ihree-for-five bonus 
issue made during the year 
and is covered more than twice 
by the year’s earnings. 

The news of the mainte¬ 
nance of the equity dividend 
on the increased capital (which 
would work out to 40 per 
cent in terms of the pre-bonus 
capital) has been greeted by 
the share market. The com- 

K ’s Rs 10 paid-up shares 
been a firm feature on 
the Bombay stock market for 
the past few days. 

The total income has ex¬ 
ceeded Rs 210 crores during 
1980 against Rs 157 crores in 
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i9W, a rise of 34 per cent. 
With the gross profit increas- 
■fcg by 44 per cent from 
Rs 12.56 crores to Rs 18.09 
crores, the ratio of gross pro¬ 
fit to turnover has improved 
from eight per cent to 8.6 
per cent. 

After providing Rs 6.89 cro¬ 
res (Rs 4.35 crores) for dep¬ 
reciation and Rs 4.40 crores 
(Rs 2.9 J crores) for invest¬ 
ment allowance, the net profit 
works out higher at Rs 6.80 
crores (Rs 5.3 J crores). There 
is no tax liability for 1980 
va in the previous year. 
Equity dividend will absorb 
Rs 3.02 crores (Rs 1.55 crores). 
The preference shares will 
carry the usual dividend of 
11 per cent. 

Bajaj Electricals 

Bajaj Electricals has dec¬ 
lared an interim dividend of 
9.5^ per cent on its first pre¬ 
ference shares for 1980-81 and 
7.12 per cent on its second 
preference shares for a period 
W nine months. 

As per the terms of issue 
the second preference shares 
will be redeemed on April 1, 
1981. The accrued dividend 
upto March end will be paid 
to the shareholders along with 
redemption. 

The company's turnover 
during the first six months of 
the year has improved to 
Rs 15.72 crores from a turn¬ 
over of Rs 12.24 crores during 
the corresponding period in 
the previous year, registering 
a growth of about 28 per 
ipnt. 

Siemens' Improved Working 

Siemens India, which has 
already reported improved 
working results for the year 
ended September 1980 with 
higher sales and profits than 
in 1978-79 and has declared 
a higher equity dividend of 
17 per cent against 16 per cent 
for the previous year. It hopes 
to maintain its pre-tax profit 
for the current year, despite 
a drop in the turnover due to 
the curtailment of its trading 
‘ activities. According to Dr H. 
Langer, Managing Director, 
althou^ the finance position 
would justify issue of bonus 



shares, the Directors have pre¬ 
ferred to wail till the full 
implications of the restricting 
of the company’s activities are 
known. In any case, there 
is no proposal to issue bonus 
shares in the near future. 

Dr Langer has visualised 
encouraging prospects for the 
company in the long run. The 
company has plans to under¬ 
take expansion and diversifi¬ 
cation programme'involving a 
capital outlay of about Rs 35 
crores over the next five years. 
For the current year, it pro¬ 
poses to incur a capital ex¬ 
penditure of rupees seven 
crores, including rupees four 
crores on modernisation. In 
1979-80 thctotal investment 
in fixed assets was Rs 4.K7 
crores. 

To augment the financial 
resources for working capital 
the company proposes to issue 
500,000 12 per cent non¬ 
convertible secured debenture 
ofRs 100 each (Rs 5 crores). 
As a result of the higher 
dividend of 17 per cent for 
1979-80, debenture holders 
will get an increased interest 
of 13 per cent. The financial 
institutions have agreed to 
rake up 60 per cent of the 
proposed debentures. 

Voltas Fares Well 

Mr Akbar Hydari, Chair¬ 
man, Voltas has told share¬ 
holders at the annual general 
meeting in Bombay that the 
company’s sales during the 
first five months of the cm- 
rent year (September to Janu¬ 
ary last) at Rs 117 crores 
have been about 15 per cent 
ahead of the corresponding 
peried of the previous year 
and profit margins have not 
only been maintained but im¬ 
proved upon. He has, how¬ 
ever, pointed out that the 
profits in the current year 
will be liable to tax at full 
rates, whereas the liability on 
that account had been only 
Rs 50 lakhs in the previous 
year because of the amalga¬ 
mation of Tata-Merlin and 
Gerin and National Flectrical 
Industries into the company. 

Mr Hydari has indicated 
that the company is actively 
examining the possibility of 
establishing a new manufac¬ 


turing plant in a backward 
area not only to benefit from 
the incentives offered by the 
Government but also to take 
advantage of higher capabi¬ 
lities of modern equipment as 
well as higher productivity 
standards which can be intro¬ 
duced in a new unit. 

Higher Exports by 
Tata Burroughs 

The exports of Tata Bur¬ 
roughs Limited (TBL),a jtint 
venture between the Tala Sons 
Limited, India and the Bur¬ 
roughs Corporation, USA, in¬ 
creased dramatically to reach 
approximately US $ 6 million 
in 1980. TBL's major acti¬ 
vities include the development 
and export of software, manu¬ 
facturing and engineering of 
computer peripherals and mar¬ 
keting of Burroughs products 
in India. Burroughs computer 
systems aie used in diverse 
fields in India such as bank¬ 
ing, education and industry. 
Some of the users of Burroughs 
systems include the State Bank 
of India and the Department 
of .Statistics, Ministry of Plan¬ 
ning, Government of India. 

Tata Burroughs produced 
and exported over 8000 Dot 


Matrix Printers. The engineer- j 
ing excellence was achieved 
through the rapid localisation • 
of key components of the ' 
Dot Matrix Printers. The 
development of Dcvmtgiri ' 
(Hindi) print capability was 
also achieved by Tata 
Burrough’s engineers and is 
in the process of perfection. 
The company also undertook 
new product design work for 
Burroughs Corporation. Re? 
search and development pro¬ 
ject for advanced printer design 
with the latest state-of-the art 
technique is assigned to Tata : 
Burroughs by the Advance 
Technology Group of Bur- ' 
roughs Corporation. Soft-- 
ware export activity of Tat4 
Burroughs is commensurate 
with India’s national objcc* 
live to increase export and', 
Iheyarc the largest exporters ot 
software in the country today. 

in December 1980, Tata 
Burroughs was awarded the 
Certificate of Merit for Ex¬ 
cellence in Exports (Western 
Region) for 1979-80 by the 
Engineering Export Promotion 
Council. The award which 
was presented for computer 
consultancy and technical 
services, was a filling finale 


BHEL is looking for reputed 
Agents/Brokers for mobilising 
public deposits under BHEL FIXED 
DEPOSIT SCHEMES, interested 
parties may send their terms and 
conditions together with their 
credentials within 10 days to: 

The Secretary 

Bharat Heavy Electricals limitad 

18-20 Kasturba Gandhi Marg 
New Delhi 110 001 
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• the company’s second year 
6f operations. 

Bonus Issue by Industrial 
Cables 

The Directors of Industrial 
Cable? (India) have proposed 
to issue bonus shares in the 
ratio of 1:1 by capitalising 
Rs 188 lakhs out of general 
reserves of Rs 425.94 lakhs. 
After the bonus issue the 
equity capital incrcJiscd to 
Rs 375 lakhs as against the 
reserves of Rs 237 lakhs. The 
jpreference share capital is 
Rs 30.99 lakhs. The book 
value of the equity share will 
be Rs 26 as against the curicnl 
market price of Rs 3S. 

The Dilectors have also 
decided to issue redeemable 
secured debentures of Rs ore 
crore on a right'-’ basis to 
meet working capital require¬ 
ments. 

The cifinpany has earned a 
gross profit of Rs 264.64 lakhs 
for the year ended October 31, 
1980, and paid a dividend of 
15 per cent. 

Mr Devindcr Singh, Chair¬ 
man and Managing Director, 
has told newsmen that the 
outlook for the current year 
is bright. The turnover during 
the first quarter ended January 
31, 1981, has increased sharply 
to Rs 998.69 lakhs from Rs 666 
lakhs in the corresponding 
period of the previous year. 
Production amounts to Rs 
1,105.12 lakhs. 

A rupees three-erore project 
for the manufacture cf 3,600 
tonnes of haulage wire ropes 
pet annum is being set up and 
production is expected to com¬ 
mence within a year. 

The company has received 
a letter of intent for the manu¬ 
facture of transmission towers 
and properzi rods. The Rs 40 
proper/i rod project will 
be^t up this year near Ropar 
in Hoshiarpur district of 
Punjab. The Rs thrcc-crore 
prqject to manufacture 6,000 
U>nhcs of transmission towers 
is likely to be established 
in 1982-83 at Bhiwani in 
Haryana. 

The company is also setting 
up a power cable project in 
the joint sector at Mathura 


in ' collaboration with the 
Pradeshiya Industrial and in¬ 
vestment Corporation of UP. 

Vallabh Glass Works 

Shree Vallabh Glass Works 
is expected to show a marked 
improvement in its perfor¬ 
mance during the current year. 
It expects to achieve a turn¬ 
over of Rs 25 CTorcs during 
the current year against actual 
sales of Rs 16 crores during 
the period of 15 months ended 
June 30, 1980. 

Disclosing this, the com¬ 
pany's Cliairman, Mr Takla- 
wala told shareholders at the 
annual meeting that the com¬ 
pany's sales in the first eight 
months of the current account¬ 
ing year totalled over Rs 15 
crores against Rs 8.55 crorcs 
in the corresponding period 
of last year. Its exports in the 
current year arc expected to 
total about Rs five crores 
against Rs 3.18 crores in the 
previous 15 months. 

The company's sheet glass 
pr(»jcct is expected to com¬ 
mence commercial production 
by June 1981. The cost of 
the project has increased from 
the original estimate of Rs 19 
crores to Rs 17 crores because 
of the price hike. 

Hindustan Sugar 

, Mr Ramkrishna Bajaj, 
Chairman of Hindustan Sugar 
Mills, has told shareholders at 
the annual general meeting of 
the company in Bombay that 
the expanision of the cement 
division’s capacity from 
2<H),000 tonnes* to 4()0,()00 
tonnes per annum has been 
delayed and is expected to be 
completed by March or April 
this year. The company has 
also secured a ‘‘letter of in¬ 
tent” for further increase in 
cement capacity to 800,000 
tonnes per annum. The cru¬ 
shing capacity of the sugar 
factory is expected to be rais¬ 
ed from 3,600 tonnes to 4,800 
tonnes per day by November, 
1981. 

Commenting on the current 
working, Mr Bajaj has stated 
that the sugar factory has 
crushed 31.87 lakh quintals of 
sugar cane during the first six 
months of the current year as 
against 29.62 lakk. quintals in 


the same period of the pre¬ 
vious year. The average re¬ 
covery have been lower at 9.62 
per cent against 9.92 per cent. 
Production of clinker has been 
74,000 tonnes against 90,000 
tonnes and of cement 91,000 
tonnes against 94,000 tonnes. 

Acetylene and Industrial 
Gas Cylnders Ltd 

Acetylene and Industrial Gas 
Cylinders Limited, Madras, 
which has recently increased its 
capital by public issue, accord¬ 
ing to its Chairman, Mr M.G. 
Balasubramanium, has good 
prospects. The company has 
a licensed capacity to manu¬ 
facture 25,000 cylinders per 
annum with a 25 per cent 
variation. The total demand 
for acetyclne and gas cylinders 
has been computed at 50,000 
per annum. At present, only 
one company is manufacturing 
such cylinders and their supply 
is far short of the demand. 

The company is a Joint 
sector venture of the Tamil 
Nadu Industrial Development 
Corporation and a technocrat; 
Mr Nallaperumal. who is also 
the Managing Director. The 
know-how has been provided 
by a cylinder company of the 
US. 

India Photographies 

The Directors of India Pho- 
graphic Company have stepp¬ 
ed up the dividend from 16 
per cent to 25 per cent for the 
year ended October 31,1980. 

According to preliminary 
figures, the company has earn¬ 
ed a gross profits of Rs 1.73 
crore against Rs 1.14 crorc 
in the previous year following 
sales of. Rs 10.27 crorc against 
Rs 8.65 crore. After provid¬ 
ing Rs 3.90 lakh (Rs 4.22 
lakh) for depreciation and 
Rs 120.44 lakh (Rs 73.88 lakh) 
for taxation, the net profit is 
Rs 49 lakh compared to the 
previous year’s Rs 27 lakh. 
The company had provided 
Rs 8.68 lakh for preliminary 
and share issue expenses in the 
previous year. 

The proposed dividend will 
absorb Rs 12.50 lakh (Rs 8 
lakh). A sum of Rs 36.50 
lakh (Rs 19 lakh) has been 
transferred to the general re¬ 
serve. 


Capital and Bonus Issuas 

Five companies have been 
allowed to raise capital. The 
details arc as follows : 

Bonus Issue 

Barton, Son and Co Pvt 

Ltd Rs 5,00,000 in fully paid 
equity shares of Rs 10 each 
in the ratio of 1:2. 

Lok Prakashan Ltd— 
Rs 7,96,900 in fully paid equity 
shares of Rs 100 each in the 
ratio of 1:1. 

Lucas Indian Service Ltd 
Rs 38,39,440 in fully paid 
equity shares of Rs 10 eac!/;> 
in the ratio of 3.84:6.16. 

Further Issue 

Kap Chem Ltd Raising of 
equity capital of Rs 51 lakhs 
for cash at par through KSIDC 
and private promoters, ihcir 
friends and associates. 

Bhavana Chemicals Ltd - 
Issue of equity shares of Rs 45 
lakhs for cash at par to the 
directors, friends and asso¬ 
ciates. 


COMPANY NOTICE 

Bharat Commerce and 
Industries Limited 

Notice 

NOTICE is hereby given pur¬ 
suant to Section 154 of the 
Companies Act, 1956, that the 
Register of Members and 
Share Transfer Books of the 
Company shall remain closed 
from Thursday, the 2nd April, 
1981 to Thursday the 23rd 
April, 1981, both days inclu¬ 
sive. The dividend, if declared, 
in the Thirtyfifth Annual Gene¬ 
ral Meeting scheduled to be 
held at Hotel Imperial, Jan- 
path. New Delhi-110001 on- 
Thursday the 23rd April, 
1981 at 4 P.M. (Agenda of the 
said meeting is being forward¬ 
ed to the shareholders) shall 
be payable to those share¬ 
holders or their Mandatees 
whose names will appear 
in the Company’s Register of 
Members as on 23rd April, 
1981. 

By Order of the Board 
V.N. Poddar 
Secretary 

Registered & Head Office : 

Surya Kiran, 5th Floor, 

19, Kasturba Gandhi Marg, 
l)low Delhi-110001. 

Dated, the 17th February, 1981, 
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-'LIONS DO NOT COMPROMISE! 

NOR DO WE" 


USE 


''THREE LIONS 


BRAND 


SODA ASH 


CAUSTIC SODA 


SODA BICARB 


Saurashtra Chemicals 

niRUIIMB-360S76 


vkrali iMi behalf of the Baatcm Bconamiit Ltd.» United Cotmncelbl Bbolc Building. 
Mie ftm, K^BIoibIi:, Connaiiidit Mew tkUM* 
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*'Our8 Is a compact horns. Low esil{ngi» 
distempered walls, tiled floors Doing 
it up was great fun. We leafeo ihrougn 

' deaion magazines for 
the right furniture. ' 
Shopped around for 
curtains bedspreads^ 
floor rugs, in bright 
yellows and moody 
blues. Terrific 
combination that I 



“We planned evei^thing 
for our new home 
with a lot of care. 

And when it came to fam^ 
we chose Orient.’ 





"When it came to buying fans. I was at 
a loss. You see. I am not very 
mechanical minded. 

Of course, when I saw" 

Orient, I immediately 
fell for Its design and 
finish—both went • 
so well with the decor 
and my colour plan. 

But looks aren't everything. 

\X least that's what my husband said." 

"You have also to look at the manu¬ 
facturer. With so many brands in the 
market how else do you decide ^ I think 
It makes a lot of sense to go ^ 
for an established brand 
from a reputable manufac¬ 
turer. Orient is one of 
India's largest fan manu¬ 
facturers. As a leader, 
it has the resources, the 
experience and the 
know-how. That matters. 

But what really made 
up my mind was my father-in-law's 

recommendation. He's 
rORIGNTl had Orient for years 
J together. And he s all 
_ ^ praise for them. 

"It's been the same with us In the past 
several years that we've been using 
Orient, all we've had to do is just clean 
and oil them from time to time. 

Today, the fans are 
as good as new I" 

"We're glad we chose 
Orient And now that 
Junior is on the way, we'll 
need a fan for his cot 
And you can be sure 
it will be Orient. That's r 
the only fan for us." 

Ask those who’vc used OrieQf. 
They’ll all stand guarantee..' 

orient 


ORIENT GENERAL INDUSTRIES LTD# 
F«<iton«| at Calf utta & FaridiSiS 
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Man is a feem reed, 
but he is a thinking reed- 


Blaise Pascal 

MaUwmktwuui, Phytittii Tirndogiaa 


Man^s capacity to think opens 
tip new avenues for him m 
every field of endeavour For VIA 
L&T It has led to the develop* IHL | 
ment of technological ex* mm n 
pertise to manufacture highly g|| 4 
sophisticated oquipmcfit in 
India for vital industries, wv 

But the capacity to think drew 
us to a totally new sphere of IWy, j 
•ctivfty—cement The decision 
to launch out in this direction 

tame from confidence— Kw 
confidence shared by our share- 
holders They are people who 
think before making an investment ^ 
and measure the earning power 
of L&T over a period of years. 


LARSEN ATOUBRO UMITED 

Where technology moves with time 

RO B<m278.9omlM/4(IO«38 


Kxnraiilt 



eastern 

Voi. 76 No. 11 March 13, 

1901 


ECONOMI^ 


Prica Rs 3.00 


THIS WEEK 

631 

WINDOW ON THE WORLD 

654 

LEADING ARTICLES 


Third World Debt Up 





Plan to Step up Recycling Petrodollars 


Jha Commission- -The Sixth Wheel ? 

632 

Foreign Capital In the UK 


Old Wine in New Bottles 

633 

Oil Windfall Boosts Algerian Economy 


DRY THOUGHTS 

635 

Korean Success Story 



OTHER ARTICLES 


POINT OF VIEW 



Where Can the Funds Come From ? 


Unemployment in India and Abroad 



- T.C.A. Srinivasa-Raghavan 

636 

—0 P. Maurya 

656 

The Tariff Quota : Theory and 


Export Strategy (or the Eighties 



Applications- 5. Vanu 

639 

- Dr A.B.L. Mathur 

661 


READERS' ROUNDTABLE 

641 

FOCUS ON INDUSTRY 

666 


ECONOMIC ANALYSIS 


Variegated Usee of Hydrated Alumina 



How to Accelerate Growth 

642 

STATE OF THE ECONOMY 

667 


IN THE NATION 

646 




Minor Concessions by Pandey 


COMPANY MEETING 

671 


Sparing the Rod (and the Bar) 


Kothari Electronics and Industrias Ltd. 



Ashok Mitre's Budget 





FWP : Doing Well, Could Do Better 


COMPANY AFFAIRS 

672 


I'hiA IVeek 


March 4 

Consequent on changes in the value of 
the rupee in terms of a specific basket 
of currencies, the exchange rate of the 
rouble fixed at Rs 9.7396, effective from 
February 26, 1980. 

The pound sterling became costlier by 
10 paise following the devaluation of the 
rupee by 0.55 per cent by the Reserve 
Bank. A middle rate of Rs 18.10 per 
pound fixed as against the earlier Rs 18 
per pound. 

The Union Government decided to 
allow onion exports up to March 31, 
1981. 

The Union Government decided to set 
up a commission to recommend re¬ 
forms of the economic administration. 
Mr L.K. Jha will be Chairman of the 
Commission, 

India and West Germany agreed to 
strive for the progress of theNorth- 
Swth dintogiie, with the latter pledging 


to make “sacrifices" for a new world 
economic order. 

March 5 

The Railway Minister, Mr Kedar 

Pandey, announced some concessions 
in the hike in passenger fares and freight 
he had proposed in the railway budget 
on February 19. 

With sugar production nearing six 
lakh tonnes during the fortnight ending 
February 15, the production is estimated 
at 3,227,000 tonnes this year against 
2,513,0C0 tonnes during the correspond¬ 
ing period of last year. 

March 6 

India and Bulgaria agreed to treble 
their two-way trade from Rs 50 crores 
last year to about Rs 160 crorcs by 
1985. 

Iran's Supreme Defence Council una¬ 
nimously rejected a cease-fire plan pro¬ 
posed by the Islamic goodwill mission to 
halt the 24-week-old Iran-lraq war. 


March 7 

The Oil and Natural Gas Commission 

proposes to drill 261 onshore and 95 
offshore exploratory wells in the next 
five years. 

March 8 

External Affairs Minister, Mr P.V. 
Narasimha Rao, left for Geneva to attend 
the meeting of the four-member minis* 
terial group of the non-aligned countries 
which will attempt to bring about a 
ceasefire in the Iraq-Iran war. 

The Government has approved a 
scheme for a fertiliser promotion prog¬ 
ramme with the assistance of 512.09 
million over a period of five years from 
the United Kingdom. 

The Union Government draw a fivt-* 
year plan for gold exploration in th# 
country. 

Mrs Nusrat Bhutto arrested and jatted 
in Karachi in an overnight wave of de¬ 
tentions of political militants. 

The Janata (S) to be known as tbe 
Socialist Party, according to Mr Raj 
Narain. 

March 9 

The hijackers of the Pakistani Jetliner^ 
which fiew from Kabul to Damascus, 
put forward three fresh demands to end 
the week-long drama. 

The Government announced what h 
calls *'an integrated textile policy framo- 
work" designed to ensure rapid and har¬ 
monious growth of all sectors of the tex¬ 
tile industry in a long-term perspective. 

Pakistan's military ruler, Gen. Zb- 
ul-Haq, again turned down demands for 
elections and instead announced an ex¬ 
panded military-civilian cabinet. 

The Union Industry Ministry has for¬ 
mulated detailed guidelines for process¬ 
ing applications for amalgamation ol 
companies, specifying the criteria ol 
public interest, the responsibilities of tb 
amalgamated companies and the concreti 
steps for the rehabilitation of sick unitiv 

The US President, Mr Ronalj 
Reagan, has proposed major curbs oi 
the I'edcral Government's role as i 
low-interest money lender. 

March 10 

Nepal land reforms Act amended t 
benefit tenants. 

The Government has more scheme 
to mop up black money in case th 
bearer bonds scheme fails, said MrB 
Venkataraman. 
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Jha Commission : The Sixth Wheel ? 


Government seems to be under a serious misapprehension 
that what it lacks is expert advice. How else is one to explain 
the appointment of the Economic Administration Reforms 
Commission under Mr L.K. Jha ? Some observers have long 
held that the Planning Commission is the fifth wheel of the 
economy. The Jha Commission can now boast that it is the 
sixth wheel. And this for an economic vehicle which moves 
Ht the pace of a cycle-rickshaw. You cannot speed up a cycle- 
rickshaw by adding more wheels—indeed additional wheels only 
slow the momentum of the machine. What is needed is a new 
machine powered by an efficient motor, instead of a cycle- 
nckshaw operated by aged politicians and bureaucrats. 

No country has been more prolific in producing commit- 
^8 and commissions than India, and dozens of learned reports 
^lie gathering dust in the archives. Mr Jha himself was the head 
of a committee on indirect taxes which submitted its report many 
years ago, and to little effect. Perhaps in his new role he is 
supposed to try and implement these ideas, ft is sad indeed 
that in order to implement the ideas of one committee we 
^appoint another commission. Nothing better underlines Dr Raj 
Krishna’s thesis that we are knowledge-proof. 

The commission has been asked to suggest '*such related 
changes in economic policies as would facilitate the implemen¬ 
tation of its recommendations regarding improvement in ad¬ 
ministrative efficiency.” Curiouser and curiouser, as Alice in 
Wonderland would have said. Till now we have all been under 
'the impression that administration follows policy. Now we are 
ibid that policies will be changed to suit administration. This 
^lilhakes it clear that the Jha Commission is certainly not just an 
assemblage of efficiency experts but also of policy experts. 

Does Mrs Gandhi really believe that she is in need of more 
advice on policy or administration ? By now so many experts 
of 80 many hues have submitted reports on so many subjects 
that it is extremely doubtful if there is any conceivable line of 
action which does not already have an expert’s dhobi mark. 
Mrs Gandhi could probably do anything under the sun and 
then discover from the archives that some expert had recom¬ 
mended it. 

The need of the hour is not advice but action. We have 
been told dozens of times what is wrong with the system of 
lailway reservations. Has anything been done about it ? 
Of course not, because the whole system today depends on 
reserving larger and larger quotas for VIPs. We know perfectly 
well that the public transport system in cities is lousy. Have 
we done anything about it ? Have we done anything about our 
vtetephones, or our electricity, or our police, or our roads, or 
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our slums ? Can we seriously believe that we need an expert 
commission to tell us what needs to be done ? Do we not know 
it all already ? 

Some people don't, of course. When the terms of reference^ 
of the Jha Commission were placed on the table of Parliament, 
Mr Bhupesh Gupta (CPI) declared that it was a sell-out to the 
monopolists. Forget the rather tiresome Marxist assumptions 
behind this—concentrate on the fact that Mr Bhupesh Gupta, 
like the Government itself, sees the appointment of a commis¬ 
sion as a perfectly legitimate substitute for action. And so we 
have Governments that take the bold step of appointing com¬ 
mittees instead of doing something, and the spectacle of Oppo¬ 
sition leaders who condemn the committees instead of the lack 
of action. Little wonder that we remain bogged down. 

Any system taken to its logical conclusion is capable of 
success. Hong Kong has proved that a totally free economic 
system can work wonders. Japan has demonstrated that a 
protectionist system designed to keep out foreign goods and 
investment can be a whopping success. China has shown that 
even a poor country can abolish starvation and provide basic 
needs. East Germany has proved that a completely state- 
owned system can give fast growth and technical sophistication. 
Singapore has demonstrated that a country can shoot up the 
ladder on the basis of foreign investment. The character of 
success stories is so diverse that one can only conclude that 
there is no unique solution, and that any system will work pro¬ 
vided it is not full of contradictions which destroy it. 

India is full of such contradictions, and there is not the 
slightest move to remove them. We are supposed to be a mixed 
economy in which the private sector provides half of all invest¬ 
ment, but tax rates are pitched so high as to bankrupt any 
honest businessman. We claim that a growing public sector is 
in the interest of the public, when in fact it serves the interest 
only of politicians and bureaucrats who derive patronage from 
the system, and workers who see in the public sector an ideal 
means of earning without working. We claim we want higher 
productivity and then do everything possible to sabotage it by 
our labour legislation, by bureaucratic procedures, and by in¬ 
cessant political meddling. Every political party swears by 
socialism, whereas in practice this is merely a device for those 
in power to milk the public sector for patronage and the private 
sector for black money. The power brokers arc interested in 
extending their tentacles over a larger and larger empire, and 
care not a whit if this leads to sloth and inefficiency. The con¬ 
tradictions of the system will not be removed by the appoint¬ 
ment of yet another commission. 





Old Wine in New Bottles 


The new textile policy, enunciated by the Commerce Minister, 
Mr Pranab Mukherjee, in a statement in Parliament on March 
9, apparently is just a small improvement over the one being 
followed since August 7, 1978, The broad objectives remain the 
same-—maximum expansion of the handloom sector; encourage- 
ment oftheKhadi sector; promoting the production of cloth 
of acceptable quality to meet the clothing requirements of a 
growing population at reasonable prices as well as of exports; 
< strengthening and streamlining of the infrastructure for the dis¬ 
tribution of cloth to the weaker sections of society and moderni¬ 
sation of the various segments the industry. It is only in the 
matter of detail that some departures have been made. The ex¬ 
pansion of the weaving capacity of the organised mill sector, as 
also of the powerlooms sector, was envisaged to be restricted 
under the 1978 statement only to the extent it accrued through 
modernisation in the former and registration and regularisation 
of the then operating unauthorised capacity in the latter. While 
status quo has been maintained concerning the mill sector, 
fresh expansion of the powerlooms sector upto 1984-85 will be 
contained to five per cent. To begin with only the existing un¬ 
authorised powerlooms are to be regularised on the payment of 
* a fee. To suggest that this amounts to any radical change in 
policy is a travesity of facts. 

The same, by and large, is true of the new approach to 
multi-fibre policy. Mr Mukherjee has stressed that the domi¬ 
nant position of cotton as the main raw material for the textile 
industry is to be maintained. The use of man-made fibres and 
yarn is to be “encouraged” in the different sectors of the indus¬ 
try keeping in view domestic and international trends. The im¬ 
provement effected in the policy is to the extent that not only the 
domestic output of man-made fibres will continue to be fostered 
but also a bit more liberal imports may be resorted to and the 
fiscal levies reviewed in deference to the changing requirements 
of both the domestic consumers and export markets. It is 
heartening to note that it has been at last recognised that 
because of their easier washability, longer durability and other 
characteristics, fabrics made of man-made fibres, including the 
blended ones, are no longer popular only with the affluent sec¬ 
tions of society but are also increasingly being used by the less 
affluent and the poor despite their prices being unduly inflated 
by high taxation. The expansion of the man-made fibre industry 
should augur well for the future of the textile industry. In fact, 
there is a sound case for containing the consumption of the 
natural fibre to the extent of the increase in output to be expect¬ 
ed through better farm productivity, The country can ill-afford 
any large extension in the area under cotton cultivation. A 
more rational use of our land resources is urgently called for in 
the long-term interests. 

In continuance of the existing policy, the manufacture of 
controlled cloth is to be shared by the National Textile Corpo¬ 
ration—'the public sector undertaking managing the over 100 



sick mills taken over by the Government—and the handloom 
sector, the subsidy involved being met through stepping up ex¬ 
cise levies on the mill-made superior cloth. By 1984-85, when 
the requirements of controlled cloth will grow to about 650 
million metres, both the NTC and the handloom sector will be 
catering for this demand approximately to an equal extent. The 
burden on the handloom sector will proportionately increase as 
its share presently is less than half. The distribution of controll-^. 
ed cloth will continue to be subsidised through resources raised 
by excise duty adjustments on the cloth produced by the orga-; 
nised sector. Exclusive reservation of some categories of cloth 
for production by handlooms is to be continued, and as profes* • 
sed in the past, enforced effectively. The infrastructure for the,;; 
handlooms sector is envisaged to be strengthened not only in the) 
interest of boosting production but also of improving quality. 
With the latter end in view, the production of polyster and 
other non-cotton blended fabrics by handlooms is to be encour-. 
aged. Endeavours are to br; made for greater commercialisation 
of handlooms in the north-eastern States through setting up a 
new institute of handloom technology in that region. 

Exports are proposed to be increased, both of handloom 
and mill-made cloth. The increase in capacity in the mill sector 
accruing from the modernisation programme is to be specifically 
earmarked for this purpose —the policy being pursued currently. 
It is hoped that exports of handloom cloth will go up as a result 
of the efforts at improving its quality. The export endeavours 
admittedly should have an impact on the domestic supplies and 
prices, specially when the production base of the mill sector for ; 
domestic consumption is to be contained. Some expansion in 
the organised sector^s weaving capacity could have been allowed 
even otherwise, as in the case of the powerlooms sector, for 
this capacity obviously would bs most modern and more suit¬ 
able for export purposes. Efforts at containing the output of 
the mill sector over the past several years has only resulted 
in the per capita availability of cloth in the country progressive¬ 
ly going down, leading to higher prices. The new policy may 
not b3 very helpful in reversing these trends, except to the 
extent that capacity utilisation may improve somewhat follow¬ 
ing liberalisation of imports of man-made fibres. 

It remains to be seen how far the Government will be ablfli» 
to regulate the growth of the powerlooms sector through tht^l 
new policy. Mr Morarji Desai's Government had gone even 
the extent of freezing the capacity in this sector—of course;’ 
after registering thc'^then unauthorisedly set-up powerlooms. If 
did not succeed in its efforts and the growth of the powerlocnes 
sector has continued unhindered to the detriment of both the 
handloom and mill sectors. Unless proliferation of powerlooms 
is checked effectively, there is no point in claiming that an 
integrated textile policy has been evolved for a balanced growth 
of the three segments of the industry. 
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F or the second time in two years, I 
have received a letter from The Times 
of India offering the services of its classi- 
'fied advertisements to find a suitable hus¬ 
band for my daughter. Since my daughter 
is only five >cars old, I have informed the 
Newspaper that I am not in a position to 
take advantage of its generous offer. We 
have an ancient tradition, of course, of 
marriage brokers arranging child marri- 
' ages. Being good businessmen, we inven¬ 
ted forward trading in brides and bride¬ 
grooms long before capitalist countries 
[invented forward trading in stocks and 
shares. Children were engaged or even 
married before the age of six. The mar¬ 
riage industry was characterised by rapid 
obsolescence, and a ten-year old girl was 
as unsaleable as ten-year old machinery. 
She had to move on to the market for 
second brides for widowers, something 
like the maiket for second-hand machi¬ 
nery. I>en this was a skewed market— 
the men could be second-hand in sexual 
terms, but the girls had to be certified 
virgins. Widows had no chance of re¬ 
marriage, even if they were child widows 
who had lost their husbands before enter¬ 
ing their teens. 

My own aunt was such a child widow. 
The convention of the limes decreed that 
she should shave her head and wear a 
drab ochre sari so that she would look as 
unattractive as possible and not pose any 
temptation to the highly temptable men 
around. She would have been condemn¬ 
ed to spend the rest of her days as a vir¬ 
tual servan^ doing the cooking and fetch¬ 
ing in the house. But my grandfather was 
an enlightened man, unwilling to con¬ 
demn his daughter to such a fate. He took 
her to the new institution which Si.ster 
Subbalakshnii had established in Madras 
*Tor the education of child widows. This 
was considered quite scandalous in his 
'Tanjorc village, and tongues wagged 
furiously about the deterioration of moral 
standards in the Kaliyuga. 


My aunt did not bother to listen 
to them. She blossomed at Sister 
Subbalakshmi's and did brilliantly in 
her exams. She won a scholarship to 
medical college and became one of the 
first women doctors in the country. She 
rose rapidly in the Government medical 
service, and by the time she turned fifty 
had become Superintendent of Lady 
Lyall Hospital. Agra. She had left the 
marriage brokers and scandalised house¬ 
wives of Tanjore district far behind. 

Tn the late autumn of her life she met 
^ Minhaz Mirza, an engineer in the UP 
Government. The grey-haired gentleman 
proposed marriage to the grey-haired lady. 
And she accepted. 

This created a sensation, of course, in 
her ancestral village in Tanjore. Sundry 
1 datives had apoplectic fils on hearing 
the news, and could not bear to show 
their faces in public for days. The very 
thought that a high-born Brahmin woman, 
and a widow at that, could marry a 
Muslim made their flesh creep. 

It was a beautiful marriage. They tareJ 
for each other and found evident pleasure 
in each other’s company, so unlike the 
other crabby couples of their age. They 
had in fact married at the right age, for 
their mutual affection could not stale in 
the few years they had to live. They both 
died of a terrible, painful cancer. Perhaps 
the curses of the Brahmins of Tanjore 
had their effect. 

Allthe.se memories of yesterye.ir pass 
through my head as I weigh in my hand 
the letter from The Times of India, What a 
cruel and stupid system of marriage we have 
devised through the ages! How outrageous¬ 
ly have we exploited our women folk! 

Not many will agree with me in the an¬ 
cestral \illage, or even in New D.j|hi. A 
visitor to my house the other day held 
forth on how the Hindu system of mar¬ 
riage was the best in the world, as it en¬ 
sured that no girl went unmarried. No 
matter how ugly or deformed she was, 


she could always get a match by paying 
sufficient dowry. In short, even shoddy 
goods could be sold by providing an ade¬ 
quate subsidy. An admirable commercial 
principle. 

T wish my visitor had mentioned a few" 
more advantages of the Hindu system 
of treating women like goods. It enables 
one to complain, for instance, that one 
has not got good value for money, and to 
demand ever-increasing sums as dowry 
long after the marriage. All kinds of 
mental torture can be inflicted on the girl 
to ensure higher financial returns. If all 
else fails, one can always pour kerosene 
on the girl and burn her to death, thus 
paving the way for a fresh profitable trans¬ 
action. Of course this entails certain 
risks, and kerosene is becoming scarce 
uith the energy crunch, so perhaps a new 
technology will have to be devised. Drown¬ 
ing an unwanted woman in a well was 
an energy-saving device used in the good 
old days, but unfortunately wells are 
difficult to come by in our towns today— 
yet another example of the evils of urbani¬ 
sation. 

Gujarat has the highest suicide rate 
in India, thanks to th^ Hindu practice 
of mothers-in-law making life so 
mi.serable for daughters-in-Iaw that they 
prefer to end their own lives. This has 
the .salutary effect of curbing the popu¬ 
lation, an advantage of the Hindu system 
that must be emphasised. Indeed, the 
system makes female children such a 
liability that in the good old days girls 
were killed by their own parents at birth, 
another useful population control mea¬ 
sure. It is unfortunate that modern 
notions have diluted the traditional Hindu 
system of marriage. Ever smee Pandit 
Nehru pushed through the Hindu Code 
Bill, there has been a population explo¬ 
sion. But in the villages of India, and 
of Tanjore district, the Hindu spirit still 
lives while women die. 

—Swaminathan S. Aiyar 
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Where Can the Funds Gome From P 

T.C.A. Srinivasa-Raghavan 


Everybody is agreed on the proposition 
ihat industrial production must grow at 
9 or 10 per cent each year. Where the 
private sector is concerned, this calls for 
1 new investment of the order of Rs 500 
; to 600 crores annually during the next five 
: years i.e., five times the present rate. It 
; is therefore instructive to examine the 
, structure of corporate finance with a view 
to determining whether or not such invest¬ 
ment could be forthcoming. 

The private sector can raise funds from 
! retained profits, from new issues of equi¬ 
ty or from market borrowings; in other 
words, by going to sources other than the 
financial institutions. However, in order 
to do so, it would have to have adequate 
incentives, the market conditions would 
have to be favourable and perhaps, more 
importantly, ofiTicial regulations would 
have to be such as not to hinder its 
efforts. A brief review of the sources of 
finance and the constraints on them, is 
therefore useful. 

important Source 

Internal funds are the single most im¬ 
portant source of finance for a company, 
being defined as the sum of paid-up capi¬ 
tal, reserves and surplus and non-current 
provisions. For large public limited com¬ 
panies during 1971-78, internal funds 
accounted for 62 per of the increase in 
itet total assets and 80 per cent of the 
increase in gross total assets. The employ¬ 
ment of such funds is predicated by the 
availability of profits after taxation. At 
present the rates of taxation in India 
arc as follows: 45-55 per cent for a wide¬ 
ly held Indian company; 55-65 per cent 
for a closely held Indian company; and 
70 per cent for a foreign company. In 
addition, there is a surcharge of 2.5 per 
cent of income-tax levied on all com¬ 
panies. The surcharge was reduced from 
7.5 to 2.5 per cent in the 1981-82 budget. 
This is good but it may not have the 
desired effect of promoting investment 
*^aut of rclaincd profits. When compared 
to the rates of kxation in other countries, 


the Indian rates are on the high side, the 
result of which is to raise the cost of 
equity capital. Consequently, in order to 
make new issues of equity successfully, a 
company needs to earn a profit of 10-12 
per cent on its net worth after payment of 
tax and interest. This, in the present cir¬ 
cumstances. is extremely difficult. In fact, 
the taxation is so severe that an honest 
businessman finds it hard to run his busi¬ 
ness; hence tax evasion, but that is ano¬ 
ther story. 

Effective Tax 

At the same time, however, various 
concessions arc available which tend to 
reduce the effective lax payable on 
account of investments in new machinery 
and plant, development of export markets, 
and scientific research. While such con¬ 
cessions do tend to alleviate the tax bur¬ 
den, the overall picture continues to re¬ 
main discouraging. In consequence of 
these high rates of taxation the availability 
of post-tax profits for investment is in¬ 
adequate. Therefore, the case for reduc¬ 
ing the tax incidence is very strong. But 
whether or not non-economic considera¬ 
tions will permit such a reduction is a 
moot question. Simultaneously, it is 
desirable that the method of evaluation of 
current assets is more realistic so that 
inflation is not allowed to generate profits 
on paper. 

Another source of finance is the new 
issue of shares to the public by prospec¬ 
tus. According to Reserve Bank data, 
the amount of capital raised in this 
fashion is barely Rs 50 crores per year 
(Table I). A major factor which contri¬ 
butes to this poor showing is the thinness 
of trading in the shares of existing com¬ 
panies. The dominant shareholders and 
the financial institutions together often 
hold up to 80 per cent of the outstanding 
share capital and both groups tend not to 
sell- Consequently, the floating stock 
available for trading is very small. 

The way out is to widen the holding. 
Various measures have been adopted to 


bring this about, the most important of 
which is the set of regulations issued by 
the Controller of Capital Issues (CCI) 
defining the minimum requirements for 
a company's shares to be listed on the 
stock exchange. 

Despite the attempts to widen owner¬ 
ship, the unsatisfactory return on equity 
investment—around 6 per cent—has led 
to the stock market being sluggish. New 
companies do not declare any dividend 
for 5-6 years and, once in a while, older 
companies also skip them. So, the main 
attraction of investing in equity is that 
of capital gains which too is highly vari¬ 
able from year to year and scrip to scrip 
(Table II). 

Two more factors vitiate against the 
widening of ownership. The first is simp¬ 
ly the non-availability of good scrips. 
The FERA issues amply demonstrated 
that there is adequate public demand, 
provided the public has confidence in the 
issues. However, it is seen that in India 
even well managed companies with a 
good profit record are not willing to 
dilute their holding. The second factor 
is related to the convertibility clause 
attached to assistance from financial 
institutions. In an effort not to dilute 
their holding, owners are found to be 

Table II 


Annual Return on Ordinary Shares 

(Per cent per annum) 



Gross 

dividend 

yield 

Capital 
gain over 
previous year 

Total 

return 

1970-71 

5.5 

4.4 

10.0 

1971-72 

6.5 

-4.1 

2.4 

1972-73 

6.9 

1.4 

8.2 

1973-74 

5.6 

18.9 

24.5 

1974-75 

3.8 

-1.8 

2.0 

1975 76 

5.4 

—13.5 

—8.1 

1976-77 

6.1 

6.8 

12.9 

1977 78 

6.5 

3.4 

9.8 

1978-79 

5.7 

21.4 

27.1 
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wary of raising new capital from the 
market. Recently, the Government an* 
nounced that financial institutions will 
not acquire more than 40 per cent of the 
share capital except in special circum¬ 
stances. How effective this announcement 
will be depends on the confidence that 
companies have in the consistency of 
Government policies. To the extent that 
consistency and political expediency are 
incompatible, there is no reason to be 
overly sanguine about the diminished effect 
of the convertibility clause. In any case, it 
is not clear why there should be a conver¬ 
tibility clause at all. The main outcome 
of such a clause has been that even 
healthy companies have refused to borrow 
from term lending institutions in order 
to expand or modernise. 


Preference Capital 

A third source is preference capital. 
Compared to debentures, preference shares 
arc more risky because a preference share¬ 
holder gets no dividend if there is no pro- 
,^fit, whereas interest on debentures is as¬ 
sured. Also there is no guarantee of re¬ 
payment of principal on maturity. Prefe¬ 
rence shares are sought to be made more 
attractive by offering a higher return than 
on debentures but the CCI imposes a 
ceiling on preference dividend which is 
currently not more than 0.5 percent 
higher than the ceiling on debenture inte¬ 
rest. The purpose of this ceiling is not 
easy to discern. 

A relatively under-utilised source of 
funds is the issue of debentures. Deben¬ 
tures have proved to be a very meagre 
source of funds for companies for a variety 
''*^of reasons, although from the point of view 
of the borrowing company debentures 
are a very attractive means of raising 
long-term finance for two reasons: deben¬ 
ture capital does not dilute control and 
unlike ordinary and preference shares, 
servicing of debentures is tax deductible, 
reducing the after-tax cost by half. 

Because of the low rate of interest a 
proper market for debentures has not 
developed, and in consequence, debentures 
cannot even be considered more liquid 
^ than fixed deposits with commercial banks 
"" against which it is possible to borrow by 
paying a premium of two per cent inte¬ 
rest. Further, income by way of interest 






TAgLE I 

Capital Issues Through Prospectus 

fFor public limited companies (other than term lending institutions) excluding issues 
in the form of offer for sale] 

A. Number of Issues 



1973 1974 1975 

1976 

1977 

1978 

1979 

Equity 

117 

94 99 

87 

93 

101 

112 


(101) 

(92) (95) 

(75) 

(85) 

(89) 

(81) 

New Companies 

89 

66 69 

58 

54 

67 

72 


(79) 

(64) (66) 

(47) 

(48) 

(61) 

(48) 

Existing Companies 

28 

28 30 

29 

39 

34 

40 


(22) 

(28) (29) 

(28) 

(37) 

(28) 

(33) 

Preference 

46 

28 33 

28 

15 

13 

5 


(40) 

(28) (32) 

(21) 

(15) 

(12) 

(4) 

New Companies 

33 

18 26 

24 

11 

9 

3 


(28) 

(18) (15) 

(17) 

(11) 

(9) 

(2) 

Existing Companies 

13 

10 7 

4 

4 

4 

2 


(12) 

(10) (7) 

(4) 

(4) 

(3) 

(2) 

Debentures 

4 

4 4 

1 

1 

1 

1 


(4) 

(4) (3) 

(1) 

(1) 

(1) 

(J) 

New Companies 

— 

— — 

— 

—■ 

— 

— 

Existing Companies 

4 

4 4 

1 

1 

1 

1 


(4) 

(4) (3) 

(J) 

(I) 

(1) 

(1) 

Total 

167 

126 136 

116 

109 

115 

118 


(145) 

(124) (130) 

(97) 

(101) 

(103) 

(86) 

New Companies 

122 

84 95 

82 

65 

76 

75 


(107) 

(82) (91) 

(64) 

(59) 

(71) 

(50) 

Existing Companies 

45 

42 41 

34 

44 

39 

43 


(38) 

(42) (39) 

(33) 

(42) 

(32) 

(36) 


B. 

Amount Offered to Public 




(Only issues on which data on public response are available) 







(Rs crores) 


1973 1974 1975 

1976 

1977 

1978 

1979 

Equity 

25.3 25.5 47.6 

26.3 

47.0 

53.6 

35.7 

New Companies 

20.1 13.0 30.6 

17,7 

25.7 

42.8 

19.1 

Existing Companies 


5.2 12.5 17.0 

8.6 

21.3 

10.8 

16.6 

Preference 


5.7 4.9 7.3 

4.7 

2.1 

7.8 

0.3 

New Companies 


3.7 2.0 4.1 

3.1 

1.3 

6.7 

0.1 

Existing Companies 


2.0 2.9 3.2 

1.6 

0.8 

1.1 

0.2 

Debentures 


2.2 5.0 1.3 

1.0 

5.5 

1.5 

7.0 

New Companies 


- - - 

— 

— 

— 

— 

Existing Companies 


2.2 5.0 1.3 

1.0 

5.5 

1.5 

7.0 ' 

Total 

33.3 35.4 56.2 

32.0 

54.6 

62.9 

43.0 

New Companies 

23.9 15.0 34,7 

20.8 

27.0 

49.5 

19.2 

Existing Companies 


9.4 20.4 21.5 

11.2 

27.6 

13.4 

23.8 


(Figures in brackets arc the number of issues to which data in Part B refer). 

Source : RBI Bulletin, September 1976 for data upto 1975. Thereafter Provisional 
data provided by the Economic Department for 1976 to 1979 cover all 
public limited companies which made issues through prospectus on the 
market. 
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debentures is not eligible for exemp- 
lion from income-tax. 

At the same time, the low interest on 
debentures which the individual investors 
unattractive is found to be quite satis- 
iBlctory by financial institutions. As a 
tesult de^ntures have become largely 
means of transferring funds from the main 
Ipnblic financial institutions to the cor¬ 
porate sector. In order to develop the 
debenture market and in view of its ob- 
^ous attraction to the borrowing compa¬ 
nies, it is essentia] to raise the interest 
rate to 14-15 per cent as suggested by 
Mr K.K. Modi recently. Some progress 
towards this was made in the budget when 
tlie ceiling was raised to 13.5 per cent. 
It will now have to be seem whether this 


Table 111 

Interest Rate on Debentures 

(per cent per annum) 


Year 

Debenture* 5-year fixed 
ceiling rate deposits rate 

1963-64 

7.0 

5.0 

1970-71 

8.0 

7.25 

1974-75 

10.5 

10.0 

1979-80 

ll.O** 

10.0 


•For debentures with a maturity of 12 
years. **For rights debentures only. 
For other debentures, including rights 
debentures of 7 year maturity, the 
ceiling is 10.5 per cent. 

is a sufficiently attractive return or whe¬ 
ther it needs to be raised further. In any 
case, there is no harm in allowing deben- 
Vture interests to rise to the levels of the 
rates on working capital advances by 
oommercial banks. 

If companies have good growth pros¬ 
pects and are willing to dilute control, 
they can offer the investing public a 
higher rate of return under the existing 
regulations by issuing debentures that are 
convertible. These debentures too are 
subject to the ceiling and the attractive¬ 
ness of convertible debentures lies in the 
prospect of capita] gains, particularly in 
view of the low conversion price relative 
’ to the prevailing market price of the 
' :thafe. However, some doubts have been 
!;^fecently raised that in the event of capital 
gains taxation at the time of conversion 
some disillusionment might set in, as a 


consequence of which convertible bonds 
would cease to be as successful a source 
of finance as they have been in the very 
recent past. The corporate sector appears 
to be alive to the possibility and some 
companies are now offering to redeem 
the bond and then sell shares at the face 
value. This is likely to reduce the appre¬ 
hensions of the investors a great deal. 

Another source of finance which has 
come to be considerably exploited in the 
recent past is that of public deposits. 
These are unsecured and involve some 
risk of default even by large companies. 
Acceptance of public deposits is regulated 
by the Department of Company Affairs 
and the regulations prescribe ceilings for 
the quantum of deposits that can be 
accepted by companies in relation to the 
paid-up share capital and free reserves. 
The ceiling currently applicable for public 
limited companies are ; 

1 . Deposits from shareholders guaran¬ 
teed by directors or against unsecured 
debentures cannot exceed 10 per cent of 
net worth. 

2. All other deposits cannot exceed 25 
per cent of net worth. 

Here, too, it is not clear why a ceiling 
is imposed. Presumably, the objective is 
to protect the depositor but if he is getting 
a higher return, surely there should be 
an element of risk involved. At present, 
by imposing the ceiling at 25 per cent of 
net worth, the Government is ensuring 
that the chances of default will be redu¬ 


ced. In dlhctf tbis meene a safe invest¬ 
ment for the depositor while reducing the 
flow of funds to the corporate sector. 
The question is: why should the Govern¬ 
ment take it upon itself to act as a guar¬ 
dian angel ? 

Until the 1981-82 budget, when the 
Government decided to impose a ceiling 
of 15 per cent on the interest payable on 
public deposits, there was no regulation. 
This tended to benefit both the lender and 
borrower. The rate of interest offered by 
each company reflected not only the 
urgency of its requirement of funds, but 
also the depositor's evaluation of the 
attractiveness of this form of investment 
relative to other forms. The general level 
of interest rates was also a good indicator 
of how much companies were willing to 
pay for medium term funds. All these 
benefits have now been eliminated. 

Why ? Because the Government per¬ 
haps hopes to reduce the diversion of 
funds away from the banking system. The 
result will be that once again the private 
sector will face problems in raising work¬ 
ing capital requirements. Alternatively, 
since interest payments are tax deductible, 
the Government possibly hopes to limit 
the extent of non-liability. At a time 
when the problem is no longer one of low 
savings but of low utilisation of those 
savings, regulations of this kind appear 
quixotic. 

The number of companies accepting 
deposits and the amount held in deposits 


Table IV 

Assistance by Financing Institutions 
(Loans disbursed to industry, underwriting and direct subscription to 
industrial securities) 

(In Rs crores) 


Year IDBl* IFCI ICICI IRCI SFC SIDC UTI LlC Total 

(April-March) __ 


1964-65-1968-69 (Average) 

35 

24 

19 

— 

17 

2 

7 

15 

118 

1969-70—1973-74 (average)** 

91 

26 

36 

6 

47 

18 

7 

22 

249 

1974-75 

167 

37 

45 

8 

80 

27 

8 

54 

425 

1975-76 

175 

35 

61 

5 

100 

27 

5 

28 

436 

1976-77 

279 

55 

67 

11 

105 

35 

6 

39 

597 

1977-78 

335 

58 

92 

9 

107 

44 

7 

43 

695 

1978-79 

489 

74 

111 

12 

135 

58@ 20 

32 

931 

1979-80(aj@ 

559 

109 

137 

12 

187 

42 

66 

68 

1180 


• Excludes refinance to SFC, SIDC, SIIC to avoid double counting. ** IRCI staited 
disbursing fiinds in 1971-72. @Relateto I3SIDCs. @@ Provisional. 
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^ have ^own rapidly. The number of non- 
"^jfinancial companies submitting returns 
rose from 2959 in 1975 to 3333 in 1978 
and their deposits from Rs 393 crores to 
Rs 925 crores. 

Other major sources of finance are 
the term lending institutions such as the 
IDBl, ICICI, IRCl, SFCs. SIDC, UTI 
and the LTC. The lending operation of 
these institutions has increased greatly 
over the years (Table IV). 

The most serious impediment facing 
^ the private sector in borrowing from 
term-lending institutions is the converti¬ 
bility clause which, as stated earlier, 
seems unnecessary. These institutions 
have a convertibi'ity option on all loans 
made to companies which have drawn 


more than Rs 1 crore of assistance from 
them. (In a recent modification, the 
Government has directed financial institu¬ 
tions not to acquire more than 40 per 
cent of the share capital through conver¬ 
sion except in very rare circumstances). 

Up to the end of 1979, 158 cases came 
up for decision on whether or not the op¬ 
tion should be exercised. It was exercised 
in 63 cases and was largely influenced by 
financial considerations. From the way 
in which the convertibility clause has been 
operated it would seem that it has not 
formed the basis for any increase in the 
financial institutions’ control over the 
private sector. Nevertheless, the converti¬ 
bility clau.se has been greatly resented by 
the private sector and if at all this clause 


is to be retained, this resentment could be^; 
reduced by operating the scheme on ai: 
more commercial basis. For example^ 
the financial institutions could offer W 
waive the clause if the borrower is willing 
to pay a substantially higher rate of inte¬ 
rest. Alternatively, the criterion used for 
F£RA companies could be applied so 
that when exercised, the clause would 
take into account retained earnings^ 
future prospects and the current profitat 
bility leading to conversion at a premiitnf^ 
All in all, in view of the experience ^ 
the last thirty years, the time has perhapi^ 
come for the Finance Ministry to take th# 
back seat and exercise the prerogalivii 
that goes with it of chiding and nagging^' 
At least that way no harm is done. ; v 


The Tariff 


Tariffs, which are fiscal levies on 
imported products and quotas, 
which are quantitative restriction on im¬ 
ports, have individually been subjects of a 
vast body of literature in international 
trade. Yet, tariff quotas which are a 
hybrid of the two and are now widely 
used in international commercial policy, 
have been sadly neglected from the analy¬ 
tical point of view in regard to their 
effects on world trade and development. 
This article tries to make amends for this 
lacuna. 

A tariff quota is a progressive tax on 
trade; the more is imported, the higher is 
the rate of duty and the less the amount 
of trade. It combines the features of the 
tariff which acts through the price mecha¬ 
nism to reduce trade and that of the 
quota which reduces trade by quantitative 
controls. 

In practice, the tariff quota can take 
many forms. Unlike an ordinary quota 
(guillotine), the tariff quota sets no abso¬ 
lute maximum to the aggregate amount of 
imports permitted into a customs area 
during a given time span. It provides 
that a specified quantity, value of share 
of this import may enter during a given 
period into all or part of the area free 
of duty or at a lower rate of duty than 
ittipoitis in earns of that limit. 



Quota—Theory and 

S, Venu 

The various types of tariff quotas 
are : 

An unallocated tariff quota establishes 
an overall limit for the import at the 
lower duty of a certain commodity or 
group of commodities, but it does not 
specify the shares of the exporting coun¬ 
tries. The share of each country depends 
on its competitiveness. The wool quota 
of the USA in 1956-60 is an example. 

If some countries are excluded, the 
tariff quota is discriminatory, as forex- 
ample, the imports of citrus fruits from 
Greece into the IZEC. But if the over¬ 
all tariff quota is either unallocated or 
allocated equitably into country tariff 
quotas, it is non-discriminatory. In the 
Australian tariff there is no distinction 
between the developing countries and the 
countries in the Australian waiver. 

The former includes imported quanti¬ 
ties on a first-come-first served basis. 
The second gives priority to those who 
have applied for import licences. 

Specific tariff quotas relate to a com¬ 
modity or group of commodities. A 
general version embraces all commodities 
upto a certain value of total imports. 

Tariff quota can be determined con¬ 
tractually by a bilateral commercial agree¬ 
ment; the general tariff of a country may 
be changed by an autonomous act. When 


Applications 

the latter is in force unutilized shares 
create no external problem if they resuK 
from internal misallocation. With a 
contractual quota, parties to the agree^ 
ment can demand the utilization of 
whole quota. . ] 

Within an integrated area like the £1^ 
there are common tariff quotas extended 
to outsiders as a whole and natiox^ 
quotas given by individual members. 1 
Where a tariff quota is being used bc^ 
yond its limit, in that imports come in ai 
a higher rate of duty, it is effective 
When the quota is not fully utilized, 
is ineffective. The Australian tariff quo* 
tas and those of the GSP for Indian to* 
bacco fall in this category. 

An absolute tariff quota stipulates is 
specific quantity or value, a relative tar|) 
quota limits the imports permitted undiMl 
the quota to a percentage of to|i^^ 
consumption, production or imports. || 
The rationale advanced for the use 
tariff quotas comprises a variety of ^ 
jectives, sometimes conflicting with onj 
another. 

Assume the domestic output of a fav 
material or semifinished goods is insuffi 
cient. Unlimited imports would adverse!; 
affect local producers. Prohibiting in 
ports would be detrimental to the domes 
tic processing units. Hence a tariff quot 
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r^resents a via media to supplement 
domestic output. West Germany had such 
a quota for aluminium prior to the forma¬ 
tion of the ECM. 

Tariff quotas are used for harmonizing 
, the common external tariff of an econo¬ 
mic union. The averaging of varying 
pre-integration tariffs may dislocate trade. 
The tariff quota is a compromise. A 
low-tariff nation can continue imports 
from third countries under the same 
pre-union conditions, applying the 
external tariff to the rest of the imports 
alone. The Benelux union is an example. 

Tariff quotas can be instruments for 
liberalizing trade if : 

1 . Quotas are fixed at a lower rate 
than the ordinary duty so as to raise 
imports; 

2. They mark a transition to libera¬ 
lism; and 

3. If their use permits concession in 
international rounds of multilateral trade 

. negotiations like the Kennedy and Tokyo 
' Rounds. 

If customs unions result in what Viner 
termed ‘trade-diversion*, tariff quotas 
maintain normal trade and reduce the 
danger of diversion. Italy granted a 
tariff quota to Libya, approved by GATT. 


Preferential Treatment 


Other reasons advanced for the imposi¬ 
tion of tariff quotas are for preferential 
treatment and to permit ‘finishing trade*. 

example of the latter is between the 
^ISEC and Switzerland where a tariff quota 
-W S2 million has been established for the 
imports of commodities into the Com¬ 
munity from Switzerland and vice-versa. 
Ooods invoked in 'passive* finishing trade 
are generally those which have to under- 
^ a process abroad and then be returned 
e.g. skins which have to be made into, 
tanned abroad or fabrics sent for dying, 
paper for coating and the like. 

Article Xlll of the GATf makes it 


obligatory for a country to imposing a 
prohibition or rcstrictrion on trade when 
Applied (o all third countties. This is 
^e Most-Favoured-Nation (MFN) clause 
absolute equality of treatment. If the 
liquota is of an unallocated nature, open 
Ip competition from all countries enjoying 
I Jiie MFN clause, then it is compatible 


with the MFN clause, the view point that 
tariff quotas always constitute an evasion 
of the MFN clause refers to quotas al¬ 
located into country quotas. 

Waivers to improve tariff quotas have 
been granted by GATT on some occa¬ 
sions, and, on others, refused. Italy was 
granted a waiver for imports of specified 
items from Libya. The US was granted 
waiver for several articles like al¬ 
monds, peanut oil and woollen fabrics. 
In 1969, tariff quotas were bound in the 
GATT for cattle, fish, categories of metals 
and so on. Greece was refused a waiver 
to establish tariff quotas with countries 
with whom it had trade agreements. 

In the GATT, tariff quotas, by them¬ 
selves, have received scant attention. No 
explicit rules have been laid down. Hence 
policy has to be derived from the general 
rules of GATT, as well as from prece¬ 
dents. 

Tariff quotas have been used from time 
to time for several items. The most well- 
known instances are woollen fabrics in 
the *60s and stainless steel tableware in 
the early 70s. The former was total fail¬ 
ure as it was ill-conceived and disrupted 
both the consumer and producer markets 
in the United States. The second was 
more carefully thought out and did pro¬ 
mote international trade along with 
domestic output. There have also been 
quotas on milk, fish, brushes etc, from 
time to time. The US experience sug¬ 
gests that a standardized type of products 


tends itself more easily to the applications^ 
of quotas than a heterogeneous group with 
varying designs, prices and quantities. 

A number of developed countries like 
Australia and the EEC nations have ac¬ 
corded a generalized system of preference 
to the less developed countries. 

Australia was among the first countries 
to extend a GSP to the LDCs. It was 
initially based on a selective list of pro¬ 
ducts where the LDCs have a special ex¬ 
port interest. The list consists of 28 * 
turiff quotas for items, or group of items, 
admitted duty free within the quota limits 
and 31 items or groups of items admitted 
at a preferential rate of duty within the 
quota. The list has been expanded to 
over 300 groups of manufactured and 
semi-manufactured goods. In addition, 
65 categories of specified handicraft pro¬ 
ducts are admitted duty-free without quota 
limitation. 

Actual experience upto 1976-77 proves 
that while the quotas have been raised, 
in no year were they fully utilized. This 
was because of some drawbacks. First, 
the prior allocation .scheme could permit 
importers to block preferential imports 
for a coming period. The need to find a 
resident importer acted as a damper on 
trade. Second, this scheme ignores the 
past trade efforts of an importer within 
the scheme. Third the ‘origin’ requirement 
also imposed constraints. 

In Australia, the tariff element of the 
quota is being gradually reduced and the 


t 

X 

X 


M ♦♦ f 4 -44-4-44-4-444^ 


X 

X 

X 


Are you an Executive in Government Industry or Trade, 
desirous of keeping yourself abreast of day-to-day 
economic and financiaj events in India and abroad ? 

Sub$cribe to 

EASTERN ECONOMIST 

(India's Isading economic weekly) 

UCO Bank Bldg., Parliament Street, 

P.O. Box No. 34, NEW DELHI-IIOOOI 

Phone: 389518 Gram: “RESEARCH" 





tariff quota is a trAnsitioiud arrangement 
for plunging into un-fettered areas of 
^ i^mmercial policy. Under the GSP, 
annual ceilings on imports into the EEC 
are calculated in accordance with the 
fotmtila c.i.f. value of imports from bene¬ 
ficiaries under the system (basic-quota) 
plus five per cent of the c.i.f. value of 
imports from other sources (supplement¬ 
ary quota). For sensitive products, pre¬ 
determined quotas are fixed. Once these 
are tilled, the MFN rate of duty is auto¬ 
matically applied. On the other hand, 
semi-sefisitive and non-sensitive products 
^are imported duty-free on a liberal basis. 
Indian handicrafts and handlooms are 
covered by special bilateral agreements as 
also fruits from Greece and Turkey. The 
Indian quota for tobacco is 30,000 tonnes. 
Plastic and rubber footwear arctroated as 
semi-sensitive items benefiting llongkotlg. 

There are two constraints which res¬ 
trict the growth of trade. First, there is 
the maximum amount, which any export¬ 
ing country is permitted within their 
quota or coiling. Again there are fixed 
'allocations of shares within the member 
countries. Second, individual products 
or product groups arc singled for pre¬ 
ferences rather than the total import of 
manufactures and semi-manufactures. 
The greater the differentiation, the smaller 
the tariff quotas are, in practice. 

GSP Benefits 

The UNCTAD and OHCD studies point 
out that only about eight per cent of the 
world's imports benefit from the GSP- 
tariff quota combinations, the rise in 
trade, though perceptible, has not been 
significant. Hence, recent trade negotia¬ 
tions have stressed the need to reduce the 
list of sensitive products and raise the cx- 
poiters' percentage ceilings, apart from a 
rise in the total ceilings. 

The Japanese tariff wall is .still restric¬ 
tive, although crumbling slowly. There 
arc 57 groups of the BTN to which a 50 
per cent duty is applied, while for the 
rest, tariff-quotas are duty-free. But a 
long list of excluded items like silk, 
plywood, footwear and the like heighten 
the real degree of protection. 

There are two methods of administer¬ 
ing the tariff quota : 

(fi) The quota to be allotted to the 


first-come-first-served exporters as and 
when the exports leave the country’s 
boundaries; and 

(b) Issuing licences to exporters on a 
first-come-first-served basis, prior to ex¬ 
ports being effected. 

In India, the second variant is practised 
by the Government, with an allocation 
for each exporter based on past perfor¬ 
mance. Complaints of favouritism, per¬ 
petuation of monopoly and the like are 
rampant. Competition based on. speed 
leads to exports of cheap low-quality 
goods. A sub-variant proposed is to give 
preference to those exporters whose ex- 


Dcar Sir, 

The increase in telephone call charges 
and deposit for OYT proposed in the 
Union Budget 1981-82 is unjustified. It is 
a reward for the inefficiency of the Tele¬ 
phone Department at the cost of phone 
subscribers. 

Not only telephone subscribers, but 
also the users of public phones will be 
penalised by an increase in call charges. 
As it is, some restaurants and shops 
(some of which get two phones while 
many applicants have to wait for 
years!) arc minting black money by 
charging Rs 1.25 or Rs 1.50 per single 
call. These charges will go up. The in¬ 
come derived from such extortionate call 
charges becomes black money, and the 
income-tax department which is so prompt 
in demanding advance payment of taxes 
and fulfilment of other obligations of 
taxpayers is totally blind to this avenue 
of black money! In Bombay, this has 
assumed the proportions of a scandal be¬ 
cause in some places, the public phone in 
a shop or restaurant is marked “out of 
order’’ or locked, and people are pompcl- 


port price is the highest. However^ there 
are differences in the quality of products 
as also the value added. Despite tha :^ 
higher price of the end-product, the net ^ 
foreign exchange contribution may be ' 
smaller than one where the price is lower 
and yet the value added higher. 

Tariff quotas are being used and will be i 
used increasingly as a tool of commercial 
policy. They may be used in the LDCs/.> 
too, with the passage of development to C 
act as competitive devices in sheltered^ > 
home markets. Their adequacy has to be ; 
judged on a case by case basis depending 
on the setting. No absolute judgement 
can be made. 

•’j 

'J 


led to use the shopkeeper’s phone paying 
Rs 1.50 per call! 

Why the Telephone Department allowe , 
this profiteering (which is also a violatioQ • 
of terms of the contract) is no longer r; 
a mystery to the public since widespread ' 
corruption is a matter of common v 
knowledge. 

Extracting huge deposits from phone ' 
applicants without giving a definite date 
for installation of the phone is not only . 
unethical but appears to be illegal as it is 
contrary to business principles. As I had ;; 
predicted earlier when the illegal levy of w 
Rs 10 by applicants was substituted by„^;, 
a huge deposit of Rs 5,000, the appli-^ 
cants will find themselves penalised by'-^j 
ever-increasing deposits without any hope;|j 
of getting a phone in the near future. It % 
is regrettable that these immoral practicet A 
take place under the auspices of 
Government which is constitutionally ob-<! 
liged to ensure economic justice. 

Yours etc« ^ 

Bombay M. R. PAT 
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# Economic Analysis 


How to Accelerate Growth 

Thisis the third and final instalment of the panel discussion organised recently by the Economic Research 
Association of Calcutta. The earlies parts of the discussion "Politics of Non-economics" and 'The Business of 
Businessmen" were published in our issues dated February 27 and March 6^ 198L 


Kanoria: Mr Chairman, you men- tion to come to India is the big home 

tioned about two important issues— market and therefore I would like to 

prices and incomes policy and Indus- submit that wc should encourage 

trial relations. But T think one very foreign investments so that we have 

important aspect which wc have not the capital resources which, he has men- 

discussed this afternoon is with regard tioned, will be in short supply, since 

to our adverse balance of trade and 1 we have the human resources, so that 

would like to pose a question on that. we can cater for the home market and 

This morning Mr Jha has very rightly a part of it wc can export. There is 

touched that point and mentioned always a contact between the home mar- 

how these oil prices are affecting our ket and foriegn market with regard to 

balance of trade. He mentioned that quality and cost of production. There is 

one of the suggestions which could, to an exchange of views and gradually we 

a considerable extent, remedy the situa- develop a culture so that we are in a 

tion is that we set up export zones like position to develop such a zone. Would 

that they have in Hongkong and Mr Jha comment on that please? 

Singapore where we can establish in- 

w * I think myanswer would be 

dustries winch can earn quite a lot of ... 

that if you rely on setting up industries, 

‘ ^ . a part of whose production will go for 

Now, in pnncplc I am m agreement but which hns a fast domestic 

with him but 1 would like to pose to 

him the question whether it is a practi- f^om all the regulations which you 
cable proposition because m order to ^ 

compete with countries like Hongkong thinks necessary for catering to 

and Siniapore for setting up such domestic market. I mean, you may say 
industries it presupposes a ^Iture that we decontrol more or less, that is 
where we will have a very efl^cient . matter, but it will be sub¬ 
bureaucracy. Where there will be clarity considered 

of economic policies, where there will 

be healthy industrial relations, may be ^^ereas if you have an enclave exclu- 
a hire and fire policy, and stability of bureaucracy 

our economic policies. And if they are 

on hundred per cent export It will also „gulation. They will reap a good 

niean that in the country we have in- benefit or if it is there it comes 

efficient pr^uction and 20 miles or 30 a very different culture, a different 

miles or 50 miles away we have guidelines, different set of 

the most efficient production. _ ^ . *11 

^ measures to enforce and you will then 

I doubt if foreign countries have an experiment, whether that kind 

would be attracted to a country of a system without artificial regulation 

like India for such a thing. May be but operating in a laboratory scale clsc- 

after five or ten years after we develop where has something which can be of 

a culture in that. Their biggest attrac- benefit to the growth of the economy. 


As regards the question whether 
people will want to come in or no, 
that of course is an open question. But 
let me put it this way: the very large 
surpluses which the OPEC has today 
is being kept in a liquid form so the 
banking system is flush with liquidity. 
They arc also holding it in coun¬ 
tries where they fear political risks, 
in America, Tran*s experience and 
many others. Now, they do not look 
upon India as politically risky in that 
sense, that in order to iwist their arms 
we shall impose some embargo on 
them. Now, they will have surpluses 
emerging in India bevause they sell oil. 

I think an experiment is necessary 
which will have to be much bolder 
than saying that you are going to al¬ 
low OPEC money in hospi'als up to 
40 per cent-^I mean I just could not 
understand what was the rationale 
behind that proposal. So I am saying 
that let us make an experiment and it 
is exclusively export oriented but 
create the conditions right. Don’t think 
that you will choose an area in which 
it will automatically grow. You create 
a set of conditions, study it seriously 
and objectively and there will be very 
highly competitive conditions in that 
area because it competes with the 
whole world, not merely with locil 
Indian production. Now, business¬ 
men they can go to that area and 
expand, they can tap the resources, 
they may even incur short-term loans— 
we don’t take short-term loan 
normally, very right, but for exclusively 
export purposes 1 think we could. So 
you then have an opportunity. But 
I cannot say that the whole business 
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policy is based on subjective judge¬ 
ment. So let us make a bold experiment. 

Arunachalam : Dr I G. Patel will 
supplement that. 

Patel: Mr Chairman, I just wanted 
to add that it is not a question of your 
wanting it; the fact is that all around 
you such free trade zones are being set 
up, let us say, in Sri Lanka. It means 
that there is a danger that even such 
exports as would normally take place 
from India will get shifted to Sri Lanka 
and other places, garments and many 
other things. So 1 think you have some¬ 
thing to say even if you have not 
got much to earn by doing that. 1 
would also add, that we should 
extend the concept that we can 
afford to borrow in the commer¬ 
cial markets of the world and pay 
17/16/15 per cent rate of interest. 
There is no reason whatsoever why we 
should not say, that is the case up to 
a point at least, that we will set up in 
such a zone institutions which will 
accept deposits from anybody, not 
necessarily from Indians abroad only 
but from anybody who is willing to 
put money there, you can limit it 
much us you like, pay competitive 
rates of interest, may be 12/13 per 
cent, you will get a lot of money. You 
can*t expect something for nothing and 
1 think you have to understand that 
the OPEC countries do want some¬ 
thing and there are many things we 
can offer. 

I must differ only in one respect. 1 
think this morning also the question 
was raised about the hospitals and 
I think it is totally misunderstood. 1 
claim some responsibility for it. 1 have 
made suggestion myself in a leciure 
which 1 gave two months ago. It has 
nothing to do with 40 per cent invest¬ 
ment in hospitals. It is an answer to 
a real problem. If you live in Bombay 
you know it that the Arabs come to 
Bombay all the time for medical treat¬ 
ment. They have been wanting an area 
where they can set up hospital facili¬ 
ties on their own, that is to say, that 
they would have a preference for rooms 


where they would have a certain way 
of eating their own kind of food and 
all that, and for some time we have 
been saying, well, that would be a 
foreign enclave, how can we have it? 
But it is an answer to that kind of 
negativism to say: why not, if they 
want to set up a hospital largely for 
their own use, as long as it is not 
exclusively for their own use, but they 
bring a lot of money, provide a lot of 
employment, why should we not-do it? 
Not that a hospital is a commercial 
activity which wc want to get done 
with the Arab money by giving them 
40 per cent equity. As 1 said I should 
mention that because it has more than 
once come up in the course of the 
day. Thank you. 

Arunaclialani: Dr Swamy also would 
like to deal with this question? 

Swamy: 1 think first of all, on the 
question of Indian labour laws I would 
like to make a comment. I would say 
that Indian labour laws and the in¬ 
capacity or your difficulty in firing 
labour is no greater than what is pre¬ 
valent in Japan. In Japan also it is 
very hard to get rid of a labourer and, 
therefore, 1 don’t think that by itself 
could be a reason for some of the diffi¬ 
culties on the industrial side. Second, 
) think my conclusion after looking at 
data about foreign investment is that 
it does not really promote economic 
growth in this country. What we need 
is to encourage Indian investors to 
collaborate with foreign investors and 
go into Third World countries, in other 
countries, into Africa and Latin 
America and other places and that in 
this country what wc need, the foreign 
investors arc not prepared to give and 
what we don’t need they want to give. 
So, broadly, I would not advocate a 
liberal policy towards foreign invest¬ 
ment coming into this country for the 
sake of accelerating economic growth. 

Arunachalam: Now, Mr Chatterjee 
will pose his last question and I would 
request the panel members to take 
just a couple of minutes to cover any 
point on which they might not have 


had an opportunity to express on this ^ 
subject and then we will wind up. 

Chatterjee: May I address this to 
Mr Swamy since he has certain pro¬ 
nouncements to his credit on this parti¬ 
cular subject. This is in relation to 
public sector undertakings. We have 
a patchy picture before us regarding 
the public sector undertakings. Some 
of them are losing, some of them are 
not, and what is more, the concept of 
profit is not clear in regard to these 
undertakings. There is the social aspect 
also, the social factor has been intro¬ 
duced this make the entire picture more 
or less blurred. What wc think of the 
accounting profit in terms of the pri¬ 
vate sector companies would not fully 
apply to these public sector companies. 

I should think that there should be a 
uniformity in approach regarding this 
so that we can correctly assess what is 
the position of these companies. 

Second, regarding the composition 
of equity of these companies, there is 
rethinking. I think re-thinking is indi¬ 
cated inasmuch as we have at present 
no participation from the public as 
such and it is true that wc do not 
think on these lines. The factor that 
is coming up in this regard is that if we 
go in for public participation, then the 
public borrowings of the Government 
would be affected because the difference 
in interest rate would be there. But I 
suppose if it is not taken in that light, 
it is taken differently inasmuch as this 
is also a type of a manufacturing/pro¬ 
ducing concern which could pay divi¬ 
dend instead of interest and the divi¬ 
dend be in parity with the dividend 
that is paid by the private sector com¬ 
panies. I suppose this difference or 
this handicap could be got over. What 
is your opinion about it? 

Swamy: Well, first of all, on the 
question of profits, it is not a question 
of what should be the definition. The 
Sixth Five-Year Plan which has just 
been prepared envisages something 
likeRs 12,000 crores from public sec¬ 
tor undertakings and 1 don’t think at 
any time in any five-year period in the 
last thirty years the public sector has 
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1 produced anything of that kind, even 
^ at the ratio of the total money sunk 
into it. So there is an expectation from 
the Planning Commission and if the 
document is adopted by Parliament 
that public sector will produce so much 
surplus—and the most important thing 
is that by whatever definition you 
adopt—the public sector is not pro¬ 
ducing surplus and the Rs 15,000 crores 
that have been sunk into it is not pro¬ 
ducing any reward, and this is I am 
taking in a very narrow accounting 
sense. If you take the broader social 
accounting sense or what an economist 
calls a social return, then one can look 
at the performance of the banks. I 
don't think the banks make profit to 
even cover what has to be paid in 
terms of compensation to those from 
whom the hanks were nationalised. So 
I personally think that whatever defi¬ 
nition we have of profits, whatever ad¬ 
justments we make, there has to be 
profit as a very important item for 
judging the public sector and by that 
criterion the public sector has failed. 

Now, as far as the improvement of it, 
well, I certainly think that some public 
sector enterprises deserve to be handed 
back to the private sector but, by and 
large, I would say that the one impor¬ 
tant step that 1 would recommend for 
improving the efficiency of the public 
sector is to allow an important fraction 
of the equity for public sale or at least 
to the employees of the public sector 
and allow the employees then to go to 
the shareholders* meeting and ask 
questions from the managerial staff. 1 
think this would have a very healthy 
effect on the general accountability. 
The public sector is suffering today 
because there is no accountability. 
Parliament which is supposed to look 
at the public sector has no time to 
look at the public sector. I was a mem¬ 
ber of the Public Undertakings Com¬ 
mittee and [ can tell you that with 
184 public enterprises, it is not possible 
to have a look at it because the public 
sector chiefs produce such documents 
that for us to understand it will take 

L us five years, much before that our 
term is over. So even Parliament 
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which is supposeci to look after the 
public sector cannot do justice. So 
there has to be decentralised account¬ 
ability, and that can be only done at 
the corporation level and that can 
only be done if you allow the sale of 
the shares of the public sector to gene¬ 
ral public. 

Arunachalam: Thank you Dr 
Swamy. While you have the floor, if 
you feel that you have missed any 
point in the process of questioning or 
even otherwise, which you would like 
to touch on before we wind up, please 
do so now. 

Swamy: First of all, 1 would like to 
conclude on a very optimistic note that 
this country may look to be beset with 
a lot of problems and certainly the 
rate of growth has been 3.5 per cent 
per year for the last thirty years. It is 
not bad in comparison with a country 
like China which also had about 3} 
per cent rate of growth per year, but 
certainly bad in comparison to a coun¬ 
try like Japan and some other coun¬ 
tries, Germany and so on. But neverthe¬ 
less problems which we have considered 
as insoluble for fifty years, hundred 
years, two hundred years, have got solv¬ 
ed within ten )cars, sometimes by an 
act of God and sometimes by our own, 
shall we say, fumbling methods. 

For example, ten years ago it was 
never thought what we could solve our 
foodgrains problem. I am not saying 
that we have solved it in the sense that 
everybody has got so much food that 
he does not know what to do with it, 
but certainly at the present level of 
purchasing power there is adequate 
food and I would not say there is any 
worthwhile or significant starvation in 
the country due to lack of food. Ten 
years ago books were written that India 
would never be able to solve its food 
problem and some went to the extreme 
situation of predicting that India would 
by the year 1975 or 1976 reach a situa¬ 
tion where we will be all eating each 
other because there will be no food 
around then, and there was a serious 
book written by two authors Paddock 
and Paddock—I don’t know whether 
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you have come across that. But we 
have solved it—ih two years’ time, 
when you look back, we have-and I 
think some of the credit- 1 would not 
give all the credit-should go to the 
fact that Government did do something 
- by the high yielding varieties—but I 
won’t give all the credit to the Govern¬ 
ment. I will give most of the credit to 
the farmers. 

The second one is, ten years ago 
people thought that we will never 
have a surplus of foreign exchange, 
that we will always be begging for 
foreign aid and that we will use the 
skill of people like I.G. Patel to go and 
persuade them to give us more money 
than we actually need and get it also. 
Ten years ago if anybody said that we 
would have a surplus of Rs 5,000 crorcs 
of foreign exchange, nobody would ha>e 
believed it. Now, this problem is not 
permanently solved. In fact, there are 
difficulties at the moment but 1 would 
say it is solved in a substantial sense 
and this has been largely due to the 
fact that the Arabs raised the oil price 
and the petrodollars then attracted our 
surplus skilled labour or semi-skilled 
labour who then sent back these remit¬ 
tances. 

Nobody would say that Goven- 
ment should be given credit for this; 
that they argued with the Arabs that 
you raise the price of oil and as a con¬ 
sequence they would go. But the fact 
of the matter is that Indian labour did 
go, labour of other countries did not 
go. The potential was there, an oppro- 
tunity came and we seized it. This 
gives me confidence that this country 
can generate very high rates of growth 
provided an opportunity is provided for 
it and for that I would say it is a 
question of how we marshall our ideo¬ 
logy and how we marshall our system. 

Now we have a high rate of saving 
but you would be surprised to know that 
65 per cent of that saving goes directly 
or indirectly to finance investment to 
support the consumption of the top 10 
per cent. And why is the top 10 per 
cent consuming as much as it is and 
why is the investment going for it? 







Because, today, due to our tax system 
and the existence of a large amount of 
black money, the rate of profit in the 
elite consumption area is much higher 
than the mass consumption area. That 
is why I talked about the tax system. 
So I will come back to the last point 
that 1 will start with the tax system, a 
major overhaul of the tax system and 
then follow it up with a major over¬ 
haul of our economic regulations like 
the FERA and the MRTP and the 
Companies Law Act and the IPR, that 
is. Indust! ial Policy Resolution, a 
major overhaul and through that, in 
my opinion we can generaic very high 
rale'! of growth. 

Arunachalam: Dr Patel, please. 

Patel: well, thank you Mr Chairman, 

1 think this morning those of you who 
heard me must has realised that I more 
or less said exactly what Dr Swamy 
has just now said quoting exactly the 
two examples to show that wc really 
unnecessarily deprecate ourselves. 
What has been said about food, what 
Paddock and Paddock said about the 
system, today sounds such a great 
relief, and I think we often tend to 
forget that. 

The same is true about the exports. 
My only correction is that I did not 
invent the game of borrowing from ab¬ 
road. That was taught to me first by 
my illustrious predecessor Ambassador 
B,K. Nehru and then handed down by 
Governor L.K. Jha and to some e.\tent 
I had the misfortune to follow in their 
footsteps in that regard. Rut 1 entirely 
agree and 1 think J would quote the 
same kind of examples for the kind of 
cobwebs I think that we have to re¬ 
move. The only personal thing that 
I would add is 1 think these panel 
discussions and seminars are of course 
important because we all hear what 
wc like to hear and there is plenty of 
it this afternoon, as far as 1 am con¬ 
cerned, of that nature. 

But there is one matter which I think 
is a matter of shame, for us. It is that 
there are pockets of extreme ugliness, 
of poverty-—the slums in Calcutta, the 
slums in Bombay—many other kinds 


of lack of elementary facilities in the 
rural areas. 1 think even with a 3^ 
per cent rate of growth we can remove 
these things. Somehow our social 
conscience is not stirred up enough 
to say; why not a ten-year programme 
if nothing else is possible? 1 think in 
ten years it is certainly possible 
that we shall not have the ugly 
slums in Calcutta and Bombay, we 
shall have some kind of housing for 
the poorest person, wc shall 
have some kind of education for 
every boy and girl till the age of 11 
and 12 , we can all take an hour or 
two in the evening to teach them, if 
necessary, and I think it is that which 
is more upsetting than all the other 
kinds of comparisons and it is not 
that China's rale of growth is higher. 
But I think Dr Subramaniam Swamy 
would agree with me that in China 
there is no ugliness of poverty of the 
kind that wc have. I have been 
around, I have travelled and I think 
that is true not only of China, it is 
true of Malayasia, it is true to a very 
large extent even of countries like 
Kenya and Tanzania and I think that 
is something which we do have to ask 
ourselves why with all our skills, in¬ 
genuity, wc cannot get rid of that ? 
It does not matter to me that we 
are not as lich but wc need not be 
as poor as we arc. Thank you, 

Anaiachalam : Governor Jha, please. 

Jha : Thank you Mr Chairman, I 
think let me say it has been a very en¬ 
joyable and happy experience for me 
here. Secondly, I am a little uncom¬ 
fortable about the degree of agreement 
which seems to be emerging and there¬ 
fore for the sake of propriety I will 
differ on one or two points from Dr 
Subramaniam Swamy. One, he has 
been emphasing the tax aspect as a 
factor in promoting production of 
luxury goods. I think the price policy 
is much more important. The restric¬ 
tion of profitability is more important 
than the part which the exchequer 
takes away by taxation and in that as 
I was saying this morning, for the arti¬ 
cles of mass consumption we depress 


profitability artificially, we keep on j 
getting shortages. So I would make ^ 
that one of the points of difference. T 

The next point I want to add is a very % 
minor point of detail when talking of 1 
export and all that, that in regulating 4 
our exports we arc apt to clamp a 1 
ban when we think the price is going % 
up because of export demand. T think t 
an export duty is a much better ans- X 
wer because it is by raising the selling t 
price of their products that the OPEC X 
has achieved this great big leap for- 1 
ward. Now, there are many products Z 
where our price level is lower than in X 
the prosperous Arab countries. They t 
want these and we are in a position to X 
supply them. Bui when meat goes or X 
vegetables go, there is a hue and cry t 
and then they say pul a ban because X 
the domestic consumer is suffering, i 
Don't put a ban but allow the export 4 
to go with an export duty so that you t 
have a wedge which is built in the X 
price system where the middlemen docs % 
not profit, the local price does not X 
go up and the exchequer benefits and 1 
what is more, your foreign exchange X 
realisation per unit of export goes up. t 
Finally, in regard to borrowing, T 
again to differ from my friend, keeping t 
in trend with the line wc have dc- t 
veloped before, every businessman ♦ 
knows that to be in debt is the heal- X 
thiest way to prosper. Industries com- ♦ 
plain, not that they are too much in ♦ 
debt, they say that Mr Reserve Bank ♦ 
Governor does not allow us to borrow X 
enough. So let us not try to have a X 
self-denying ordinance and feel very ♦ 
virtuous that we are not borrowing X 
abroad. But wc must ensure that ♦ 
what we borrow abroad is used for X 
generating much more wealth than wc X 
have to dish out in repayment, and, ♦ 
therefore, when I say liberalise, I was X 
saying liberalise only in the exclusively ♦ 
export sector where by definition if the ♦ 
business is at all to survive, you must ♦ 
earn more foreign exchange than you t 
borrow. That, I think, is my final ♦ 
point. X 

Arunachalam : Your turn, Mr Nehru. J 

Nehru : Thank you Mr Chairman, t 
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^ 1 would also like to say as Mr Jha said 
{ tbat this discussion for me has been very 
J enjoyable and what it has made appa- 
J rent is that it is not very diificult to 

i get a reasonable consensus on rational 
economic policy. We may have slight 
differences of detail but 1 think the 
^ thrust of this discussion and on, 1 take 
J it, general economic thought in this 
J country has been in the direction in 

I which we have been talking tonight. 
Now, as Mr Venkataraman said the 
other day at a meeting, you can write 
a treatise: he said he can write a better 
treatise on economic policy than we 
can produce for him but the point is 
how does one put it into practice and, 
t therefore, 1 revert to the original ques- 
^ tion which Mr Kanoria asked. I think 
i he hit the nail right on the head but 
^ he hit it too soon that under the pre- 
t sent political system I do not think you 
T are ever going to get a rational econo* 
I mic policy adopted by the Government, 
X and, therefore, we have to seek funda- 
T mental reforms in our political system 
2 which can make a more rational eco- 
^ nomic policy and more rational poli- 
^ cies throughout possible instead of 


our making recommentations and writ¬ 
ing very learned theses, treatises, mak¬ 
ing speeches and nothing happening. 

And if you then begin to analyse what 
kind of fundamental political reform 
you need, if you give sufficient thought 
to it as I have given for the last 11 
years, 1 think you will come to the 
conclusion that the system that is 
necessary in this country and which 
would b^ much better suited to the 
genius of the country, the history of 
this country and our own system of 
political thought is a system of a Pre¬ 
sidential form of Gevernment rather 
than a Parliamentary form of Govern¬ 
ment. 

We continue to talk about the Presi¬ 
dential form of Government and it 
is assumed that the presidential form 
means the dictatorship of some 
individual. As Dr Swamy has rightly 
pointed out, the weakest chief executive 
of the world is the President of the 
United States.* If we adopt that system 
we would be sunk. I agree with him. 


The point is that we have to have a { 
system which is suited to us to solve 1 
our problems, which we understand ^ 
and not a system which was adopted { 
from somewhere else and which today } 
bears no relationship to the original % 
model. f 

If we think we follow the Westmi- I 
nster parliamentary system, I say we I 
certainly do not. We have introduced X 
modifications in it which makes it t 
unrecognisable an^, therefore, I ^ 
think men who are interested in ac- 
tion should now devote themselves ^ 
more to thinking what fundamental J 
reforms are necessary in our system t 
and we will 1 think come to the con- ^ 
elusion that the kind of system we will | 
evolve will probably be called a Presi- J 
dential rather than a Parliamentary I 
system. Which in essence will have a X 
chief executive not forever looking I 
over his shoulder to see whether his ^ 
actions are popular or unpopular. This J 
opens up a vast vista of ideas and it is X 
not just a question of saying whether 1 
it is Presidential or Parliamentary; it is X 
a question really of fundamental consti- X 
tutional reforms. 1 


♦This discussion took place when Mr Carter r ▲ 

was in offl;c. tutional reforms. J 
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Minor Concessions by Pandey 


The Mimster for Railways, Mr Kedar 
Pandey, announced last week, while reply¬ 
ing to the debate on the 1981-82 railway 
budget, several concessions in his pro¬ 
posals which were aimed at netting next 
year an additional revenue of Rs 356.26 
crores. The concessions related to all 
the three categories of railway traffic ~ 
passenger, goods and parcels. 

As regards passenger traffic, the envis¬ 
aged upward revision of the second class 
travel fares has been diluted quite signi¬ 
ficantly. The proposed surcharge of 10 
per cent on this class of travel by ordinary 
trains has been scaled down to five per 
cent. Further, journeys by such trains 
upto 200 kms have been exempted from 
the surcharge as against 150 kms envis¬ 
aged earlier. The rate of supplementary 
surcharge for second class on superfast 
trains, whicli was to be increased to Rs 3 
from Re 1 at present, will now be stepped 
up to only Rs 2. The second class slee¬ 
per surcharge too has been modified. 
Currently it is Rs 5 irrespective of the 
nights involved. It was proposed to be 
raised to Rs 8 for the first night and 
charged at the rate of Rs 5 for each 
subsequent night. Now it is to be levied 
at a uniform rate of Rs 5 per night for 
the first two nights; the third and subse¬ 
quent nights will be exempted from it. 
The concession for the physically handi¬ 
capped has been increased from 50 per 
cent of the normal fare to 75 per cent. 

Along with salt for domestic use, Qre- 
wood and charcoal, milk and medicines 
have been exempted from the proposed 
15 per cent surcharge on the existing 
IMIiht xales. The surcharge in respect 



of potatoes and onions traffic has been 
reduced to 10 per cent. Medicines and 
betal leaves booked as parcels will now 
attract only five per cent surcharge, in¬ 
stead of 10 per cent announced at the 
time of the presentation of the budget. 

Reduced Surplus 

The concessions will reduce the budge¬ 
tary surplus of Rs 11.42 crores (after ap¬ 
propriating Rs 38.47 crores to meet the 
expenditure chargeable to development 
fund) to about Rs 8 crores. The sacrifice 
of revenue, no doubt, is just marginal, but 
the concessions granted for second class 
ordinary travel, indeed, can be questioned 
on the consideration that the increased 
fares would have been still much lower 
than the road transport charges: apparen¬ 
tly, there was a good case for putting 
them up moderately. 

Significantly enough, Mr Pandey has re¬ 
vealed that an overwhelming proportion 
of the increased revenue resulting from 
the hikes in passenger fares and freight 
rates -Rs 307 crores—-would be consum¬ 
ed by the increases in dearness allowance 
of railway employees and higher fuel 
charges. The endeavours at increasing 
the productivity of employees and con¬ 
servation of fuel, thus, should assume 
heightened importance. 

Another significant revelation made by 
Mr Pandey was that the Sixth Plan al¬ 
location for the development of this 
premier undertaking of the Central Gov¬ 
ernment at Rs 5,100 crores was not even 
half of what had been proposed by the 
Railway Board. It falls short of the 
Railway Board’s requirements aggregat¬ 


ing to Rs 11,000 crores by as much 
Rs 5,900 crores. As most of thiseji^, 
penditure will have to be incurred on 
rehabilitation programmes; the construe^ 
tion of new lines as well as conversion ci 
the existing metregauge ones into broad** 
gauge will be mostly held in abeyance^' 
The increase in capacity, thus, will have 
to result primarily from the electrificaticfli 
programme, the speeding up of traimi 
and increasing their pay-loads and somd 
rationalisation of the utilisation of Wg* 
gons. With a view to restraining coal 
consumption, 500 steam locomotives siti 
to be scrapped during 1981-82 out of 7,00^ 
currently in operation. The proposed 
modification of the fare and freight rates^ 
Mr Pandey said, would raise them to jttl| 
about 50 per cent of the levels suggested 
by the Paranjape Committee which sub^ 
mitted its final report in June last year. 

!; 

11 I ————————— 

Sparing the Rod ^ 
(and the Bar) 


The prices of steel bars, rods and see 
have been decontrolled. This 
three things. One, SAIL and 
will put up their prices to or somewb 
near the prevailing open market 
which is about Rs 1,000 more per 
than the controlled price. Given 
normal economic forces, the new piki 
will settle somewhere in-between. I 
Two, both SAIL and TISCO will ral^ 
in sums upwards of Rs 100 crores, wid 
SAIL getting about 90 per cent of this 
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Srinagar. 

Kerala 

PAI A CO , 

Broadway, 

Ernakulam-6820H. 

Madhya Pradesh 

LYALL BOOK DEPOT, 

Sultana Road, 

Bhopal 

LITERATURE PALACE. 

31, Sanyogita Ganj, 

Indore. 
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INTERNATIONAL BOOK 
HOUSE PRIVATE LTD . 

Indian Mercantile Mansion (Exin) 
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K. B. SWAROOP, 
10-Kha-l, 

Lai Kothi, 

Housing Board Scheme. 
Jaipur-30200S. 
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This, in addition to the |irioe inoteases 
announced in January should please Mr 
K.C. Khanna immensely for SAIL has 
been persistent in its squeals about un¬ 
economic steel prices. Assuming cost 
increases do not wipe out price gains, the 
SAIL balance sheet will look even heal¬ 
thier than ordinarily. 

Three, TISCO will probably be able to 
increase its profits which have not been 
particularly striking in the immediate 
past. But what is good news for TISCO 
will not be such good news for the 
minis. The inevitable fall in the price 
will reduce their larger than warranted 
profits and before long a shrill cry could 
be heard from that direction. It should 
be ignored. Similarly, the increase in the 
price of semis will affect the profits of the 
re-rolling mills also. The days of buying 
cheap and selling rather dear would now 
seem to be over. 

Burden on Railways 

Along with the prices of bars and rods 
the prices of railway track material too 
has been decontrolled. Various users 
such as the coal mines and ports will 
now pay more. But the main burden will 
fall, naturally, on the railways. If they 
do not dig their heels in—as they have 
been known to in the past—they will have 
to pay more. How much more will pre¬ 
sumably be negotiated with SAIL. If the 
railways, with their ever present desire to 
keep their capital-at-charge low, have 
their way, it will not be very much more. 
But much will depiend on Mr Khanna 
too. In any case, their costs will go up. 
The other thing to go up, however, should 
not be the fares and rates in the next 
budget but their efficiency. If the Chair¬ 
man of the Railway Board is to be believ¬ 
ed, this dream may actually come true. A 
pinch of salt, however, could also come 
in useful. 

By the same token, SAIL too could do 
something about its efficiency. In 
1979-80, says the Public Enterprises 
Survey, SAIL made a profit of Rs 30 
crores, which is good. What is not so good 
is that it utilised only 70 per cent of its 
capacity. Now that it has got what it 
wants in terms of price increases, will it 
give what the country wants in terms of 



increased production ? We will know by 
the end of this year. 

And now, a not-so-invidious compari¬ 
son. China produc.*s 26 million tonnes 
of steel against India's less-than-eight. 
Obviously, it has invested more and the 
time is ripe for India to do the same. Wes¬ 
tern steel producers are finding production 
increasingly uneconomic. Given the kind 
of cost advantage India enjoys, it should 
now stop scrutinising its navel and look 
up to perceive, perchance to cash in on. 
the export market. 


Ashok Mitra’s Budget 


We-ji Ben'gai’s budget for 1981-82 is 
notable for the several concessions it has 
offered for the growth of industry anJ 
trade. The sales tax holiday for new 
small-scale units has been raised from 
three to five >ears for those situated in 
the Calcutta Metropolitan District and to 
seven years for t'.iosc located outside the 
district. The ceiling of investment for 
eligibility for this incentive has been in¬ 
creased from Rs 10 lakhs to Rs 20 lakhs. 
The power subsidy of 30 per cent for 
mini-steel plants in the backward areas 
has been enhanced fiom 5 to 7 years. The 
concessional rate of sales tax on inputs 
and packing materials used directly for 
the manufacture of goods has been lower¬ 
ed from 3 to 1 p^r cent except for the 
coal raising units. Another concession 
relates to the doubling of the taxable 


quantum under the Bengal Finanoie|:f 
(Sales Tax) Act 1941 from Rs 10,000 
Rs 20,000 for importers, from Rs 25,00(j; 
to Rs 50,000 for manufacturers, and fronf ' 
Rs 50,000 to Rs 1 lakh for re-sellers. 

Among the other reliefs is the reduction' 
in the sales tax on finished drugs frofii 
7 per cent to 4 per cent at the first point, 
abolition of the sales tax on lac and shel^ 
lac, lowering of the rates of intcr-State; 
sales tax on non-ferrous lubes, pipe^; 
rods, seel ions, wires and sheets front 
4 per cent to 2 per cent, and reduction of 
octroi duty for certain categories of; 
chemicals and electronics. The FinancC|\! 
Minister, Dr Ashok Mitra, said thalt*' 
these concessions were “of a considerabU(.f 
order” and that they would result 
lower prices for a large number of induH.: 
trial products and consumer goods as' 
well as more employment opportunities,.^^ 
But the>e objectives can be realised only; 
if the Government succeeds in ensurings 
adequate supply of power. Dr Mitm. 
said that the measures initialed by the 
present Government would lead to a 
steady increase in power capacity during} 
each year from 1981-82 till 1987-88 an4; 
that the installed capacity in the State il| 
the latter year would be at least two aiul; 
a half times what it was in 1977-78. Bul< 
industry is more worried about the ava%{ 
ability of power in the coming weeki| 
rather than with what is going to happe^} 
in 1987-88, 

Dr Mitra regretted that the Statej^ 
Government derived little revenue 
the four principal industries in West 
Bengal, namely, coal, iron and steel, jutt 
and tea. He revealed that in 1979-80, tfce 
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a. 

Silggregate realised value of output from 
'^se four industries was about Rs 2500 
;i?rores but the State Government’s 
total receipts from them under ali heads 
■ivcre only Rs 55 crores, that is, not even 
^2.5 per cent. But the Finance Minister 
not look upon the utility of these 
^industries to the State’s economy merely 
the point of view of their contribu- 
ition to the tax revenue. What about the 
•substantial employment opportunities, 
direct and indirect, created by these 
industries? It should also be re¬ 
membered that but for the severe power 
cuts, labour unrest and the other cons¬ 
traints faced by these industries, they 
could have certainly provided more 
fcvenue to the Stale Government. 

Dr Mitra’s decision to raise Rs 30 
crores from the tea industry by imposing 
aces5ofRs6 per kg on despatches of 
tea (except those sent to auctions at 
Calcutta and Siliguri) has caused conside- 
table concern. The industry has expressed 
the view that the levy will seriously affect 
tbe profitability of the industry, hurt ex¬ 
ports, and also make this beverage costlier 
for the common man. Discussions are 
BOW going on between the industry and 
the Government of West Bengal about 
the implications of this measure. It re¬ 
mains to be seen whether Dr Mitra 
would agree to drop the proposal or 
modify it so as to lessen the severity of 
its impact. 

Cess on Coal 

The budget has also raised the cess on 
v.the coal industry, leviable under the 
;"'West Bengal Rural Production and Emp- 
Joyment Act, from Rs 2.50 per tonne 
to Rs 5 per tonne and the cess under 
ithc West Bengal Primary Education 
?Act, on this industry from 50 paise 
to one rupee per tonne. The State 
jJGovemment had urged the Centre to fix 
the royalty on coal at 15 per cent ad 
valorem but it had agreed only to Rs 1.60 
per tonne although it had raised the 
price of coal by Rs 27 per tonne. Dr 
.Mitra said that, as a result of this price 
increase, the Centre’s annual earnings 
from the coal raised in West Bengal 
would go up by nearly Rs 60 crores but 
the State’s receipts would rise only by 
3.5 crores, which he described as 
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^‘patently unjust”. The Finance Minister 
is right in suggesting that the coal indus¬ 
try should make a larger contribution to 
the expansion of production and employ¬ 
ment in West Bengal. But the State 
Government also should play its role in 
augmenting the output of coal which has 
remained practically stagnant at around 
20 million tonnes per year for the past 
several years. Though coal is now “fully 
controlled” by the Centre, as Dr Mitra 
said, the State Government can help to 
improve production by providing more 
power and by maintaining industrial 
peace. 


FWP: Doing Well, 
Could Do Better 


In 1977, the Government of India intro¬ 
duced the Food-for-Work programme 
(FWP). The idea was to utilise the 
stocks of foodgrains that had been built 
up to finance projects and create employ¬ 
ment in the rural areas. Three years on, 
it is instructive to sec what the programme 
has achieved. Rs 360 crores have been 
set aside for the food-for-work pro¬ 
gramme in tha coming fiscal year. This 
represents an increase of Rs 20 crores 
over 1980-81. However, in 1981-82, the 
burden will be shared equally by the 
Centre and the States whereas so far it 
was the Centre alone who footed the bill. 
So far, about Rs 750 crores have been 
spent under the programme. All-India 
data on the benefits are not yet available. 

The scheme, now known as the Natio¬ 
nal Rural Employment Programme 
(NREP), is quite simple in conception. 
The Goverument of India, which had built 
up huge stocks of foodgrains, told the 
State Governments that it would finance 
their on-going or new schemes (partly) 
by making available to them foodgrains 
free of cost. Thus, labour was to be 
employed in the construction of various 
durable assets (such as rural roads, com¬ 
munity buildings, irrigation works etc,) 
and payment would be in the form of 
foodgrains (later on a cash component 
too was added). 


6S0 


In 1979, the Phimiing Commission 
undertook an evaluation study of the 
progranune. The final report has now been 
submitted. As with all such reports, this 
one also points out the good points and 
(in a less loud fashion) the had points. 

First the good points. In the 20 dis¬ 
tricts (in 10 States) studied by the report, 
the scheme seems to have largely met its 
original objective—of creating employ¬ 
ment. Measured in mandays employed, 
the total employment created in 21 villa¬ 
ges was 0.32 million. Maharashtra (no 
doubt because it already had the Employ- ' 
ment Guarantee Scheme) leads the rest 
with 67,918 number of mandays employed. 
The laggard is UP with 11,962 mandays, 
The expenditure incurred (foodgrains plus 
cash) was Rs 3.43 lakhs in the form,^ and 
Rs 65,422 in the latter, which would 
mean that the UP Government has not 
taken the programme seriously. The 
highest expenditure was in Rajasthan 
(Rs 4.80 lakhs) but employment created 
was 56,503 mandays, and so on. 

These figures, however, can be quite 
misleading and it is perhaps better to look 
at the durable assets created. These are 
quite considerable and far in excess of the 
amount invested. The method of evalua¬ 
tion adopted by the report seems to be 
of taking the expenditure incurred as the 
value of assets created. This is misleading 
because it leaves out the cost of land—for 
which nothing is paid. According to a 
Ministry spokesman, the value of the land 
on which roads have been constructed 
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would alone be (about) ten times the 
amount' spent, both in cash and kind. 

Briefly, the programme can be said to 
be something of a success to the extent 
that it has been implemented properly. 
But, herein lies the crux. The implemen¬ 
tation has not been good enough to realise 
the full potential the programme offers, 
which brings us to the bad points. 

First, the creation of durable assets 
has not been uniform. In many instances 
the roads have been washed away and in 
some places, instead of creating commu¬ 
nity assets, the implementing authority 
has created individual assets such as huts 
for some villagers and so on. West Bengal 
seems to be the main offender in this con¬ 
text. Second, in some places the grains 
meant for labourers has been sold in the 
- open market, and muster rolls inflated. 
To stop this malpractice, it has been deci¬ 


ded not to entrust private contractors with 
work under the programme. Third, the 
arrival of grains has not always been 
punctual and in some places there huve 
been complainis that there are no storage 
facilities. Fourth, the impact of the 
programme lias not been very widely seen. 
In the study it is mentioned that in only 
7 out of the 20 districts was there a posi¬ 
tive impact. 

Various other difficulties have been ex¬ 
perienced, which, given the will to make 
the programme work, ought to be relati¬ 
vely easy to overcome. The report has 
made the following suggestions for the 
future : 

1. Empty gunny bags at present being 
retained by the distributing agencies such 
as contractors, fair price shops etc. should 
be handed over to the village panchayat 
for augmenting their resources: 


2. Efforts should be made to provj 
foodgrains preferred by the beneheiarici 

3 . I ooking to the preference of t 
beneficiaries, the wages should be p« 
partly in cash and partly in kind. 

4. Majority of the beneficiaries prcfi 
red weekly payments. As such effo: 
should be made to make weekly ai 
timely payments in all the areas. 

5. It appears that the inspecting a 
monitoring arrangements at the Cent 
for effectively supervising the Food-fi 
Work Programme and its implementati 
are weak. Supervision, therefore, nee 
to be strengthened to avoid creation 
non-durable assets. 

6 . There is a need for further resear 
and evaluation on its short and long-tei 
benefits to various sections of rural pop 
lation. 


ANOTHER MILESTONE BY ‘ISARC IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTIM6S 

& WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Oiscs*Rolled, heat-treated upto 650 mm In 
dia and 50 mm In thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 
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Ifes 


The 'oil crisis'. We 
read about it. And 


___ talk and talk about it. 

0 Naturally. Year after 
W year, we're hit by 

rising petroleum prices. "Oh God, 
another price hike!" we exclaim 
in alarm. 

Take petrol, for instance. 
Remember it was less than Rs. 2 a 
litre, seven years ago? "By 1985, 
it'll be Rs. 25 a litre, just watch," 
someone predicts gloomily. 

We joke about buying horses 
instead of cars and 2-wheelers. If 
we're optimists, we say, oh we'il 
muddle through somehow. But 
most of thf* time we hurl angry 
words around ... 

Whose prohfem is it, and 
whose responsibility? The 
Government's— lo bear the cost of 
buying oil from somewhere— 
somehow? The scientisls'—to find 
alternative sources of energy? 

Face if. It's everyone's problem. 
Including you. And you can do 
somethmg-^something very, very 
important 


Who,me? The person reading 
this7f9 

Yes. Because one way or 
another, you've got to pay for it, or 
forgo the many conveniences oil 
brings. In homes, on the road, in 
farms, in factories. 

And the world's known oil 
reserves are running out fast. If we 
use them recklessly, they could 
vanish in our own lifetime. But if 
we are careful, they can last many 
many years. 

M What's this about world oil 
supplies. I live in India .99 

Exactly. And we're a developing 
nation with limited foreign 
exchange. So a world shortage and 
price hike hits us even harder, as 
almost two-thirds of our oil 
requirements are met through 
imports. In other words, Rs. 5500 
crores or almost 75% of our 
precious foreign exchange will go 
merely towards getting oil— 
something we just can't afford. 

MBut shouldn't we be looking 
for altematives799 

Good question. Yes, the process 


has already begun. With 
substituting coal for industrial fuel. 
Popularising bio-gas plants in rural 
areas. Harnessing nuclear and 
solar energy. Intensifying search 
for oil under our ocean beds. 

But, all that will take time. The 
unpleasant truth is thet our 
consumption is going up at the rate 
of 2 million tonnes every year, and 
the most sensible alt««rnative now, 
is to curb our consumption. 

^^Look. Tm just one person. 
What difference can I make?f 9 

Plenty! It's been found that 
16% of our consumption of petrol 
alone can be saved simply by using 
our vehicles better. And over 25% 
of our cooking fuel goes up in 
smoke—waste that can be easily 
avoided. So also in industries, in 
transportation fleets, in farms ... 
little by little, everv one's wasteful 
habit, put together, leads to a 
staggering Rtr. 800 crores of 
waste—every year. 

A A What do you want me to do? 
Not drive or cook? Not run my 
business.. ? 99 

No. But what you can do is to 
reduce your consumption, 
painlessly. Studies conducted by 
the Petroleum Conservation 
Research Association have 
successfully found definite ways to 
consume less—not by making less 
available, or by rationing—but 
simply by making every drop work 
more efficiently. 

9 A How do I get the information 
forthis799 

Very easily. Motorists and 
housewives can learn good driving 
and cooking habits—from PCRA 
films, press advertisements and 
booklets featuring handy tips on 
saving gas. kerosene and petrol. 

Industrialists can make use of 
PCRA's free technical services— 
even share their own findings to be 
disseminated to other industries. 

In transportation fleets, PCRA's 
training clinics can help upgrade 
driving and maintenance skills. 
Similarly for farmers—PCRA has 
tested approaches to save diesel. If 
you don't have access to this 
information, all you have to do is 
write to us. 


99lt't not too late, it it?99 

Well. Only if we all do our bit, in 
every way we can. 

Whether it's in your kitchen, yout 
vehicle or your place of work, 
use oil and its products without 
wastage—and never hesitate to 
pass on a useful tip when youcan. 

The message of conservation 
has got to reach nearly 3 million 
vehicle owners, and over 30 
million homes using gas and 
kerosene, so please help spread 
the word around. Get people to 
join your car pool, switch off an 
unnecessary flame on a stove, 
motivate drivers to use company 
vehicles better—It's amazing the 
number cf ways we can save, just 
by '?cki.ig around and stopping 
waste as soon as see it, and 
sharing useful tips with friends and 
acquaintances. 

That's ser.siblo saving, not just 
for each of us, buf for the country 
too. 

It's time we all realised the value 
of conservation, and took action. 
NOW. 


Want more information? Just 
write for it. 

Your participation in the 
conservation drive is great nev 3 
to us. and we'll be pleased to 
help. For groups of corsumerc— 
motorists, housewives, 
industrialists, farmers—we can 
arrange on request, talks, film 
shows, and printed literature on 
conservation. Tell us what you 
want. 

Write to; 



PETROLEUM 
CONSERVATION 
RESEARCH 
„ ASSOCIATION 

7tW-711. Surya Kiran Building 
Kasiurba Gandhi Marg 
New Dclhi-i 10001 


Because oil isnt going to last forever. 
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Window on the World 


World Debt Up 


Third 

Althoi gh somi: developing countries 
may find it difficult or impossible to pay 
their international debts in coming years, 
the Third World as a whole should be 
able to finance projected needs, according 
to several experts. 

Aggregate developing country debt 
reached $3C0,00<> million in 1980, or 3.7 
times the comparable 1973 level. However, 
most of this was inflationary and in real 
terms the expansion was only 37 per cent. 
Fhe largest cause of this rapid run-up 
in debt was the shock to the price of oil 
n 1974 and again in 1979-80. 

At the aggregate level, developing 
soimtry debt so far remains at manage- 
ible levels, even though 20 individual 
sountries currently have very large 
ntemational obligations. Among these, 
Vlexico, Algeria, Indonesia, Venezuela, 
ind Nigeria are creditworthy because of 
heir oil exports and Fgypt, Argentina, 
ind Peru because they are relatively self- 
ufficient in oil. 

Only Brazil, the Philippines, Morocco, 
md Chile show sharp increases in the 
atio of debt service to export earnings 
ince 1973—the traditional indicator of 
lebt servicing burden. In addition, Tur¬ 
key and Zaire have experienced debt- 
ervicing difficulties in recent years, 
trazil, the largest debtor with more 
ban $50,000 million in external debt, 

) probably the only country that could 
onceivably precipitate an international 
nancial crisis if it should default on its 
nancial obligations. The other four 
sading debtors altogether account for 
nly $34,000 million, or slightly over one- 
mth of the total devcloping-country debt. 
According to the Brookings Institu- 
on, the case of Poland also warrants 
DDsideration in this context—although 
. is not a developing country—because 
s $24,000 million debt is sufficient to 
lise the possibility of at least localised 
-isis in the international financial system 
i the event of a default. 

The non-oil-importing developing 


countries are expected to assume new 
debt of some $70,000 million in 19 H 
on top of their existing high debts. The 
private banking system, in one way or 
another, will be able to meet the bulk 
of these large financing requirements in 
1981, and probably also in 1982, despite 
increased perceptions of risk and, in the 
case of some banks, a rising imbalance 
in the growth of assets relative to equity 
capital, which puts a limit on their capa¬ 
city to expand lending. 


Plan to Step Up 
Recycling Petrodollars 


European Community countries .suffer¬ 
ing from severe balance of payments 
problems because of the continuing rise 
in the price of oil may soon be able to 
draw on a £4000 million fund to help 
them overcome their difficulties. 

The European Commission is propos¬ 
ing that a fund which was set up in 1975 
to recycle petrodollars be more than 
doubled from its present ceiling of around 
£1800 million to around £4200 million. 

The Community makes use of its Tri¬ 
ple A, rating on the international money 
market to borrow money for onknding 
to individual member states. So far, 
Ireland and Italy have borrowed from 
the fund. 

The Commission is proposing that the 
recycling of petrodollars be stepped up 
to help stimulate world economic acti¬ 
vity and it is asking the nine Govern¬ 
ments to empower it to contract loans 
on behalf of the Community up to the 
new ceiling. 

This money could be raised either 
directly from third countries and financial 
institutions, or on the capital markets. 
The most direct way would be to borrow 
straight from oil-exporting countries. 

A member state which borrows from 


the fund must undertake to pursue what¬ 
ever economic policy is laid down by the 
Council of Ministers when it approves a 
loan. 

The Commission has also proposed to 
the Council changes in a .second fund 
which came into operation last year as a 
way of stepping up Community action to 
tackle unemployment, sluggish invest¬ 
ment and to bring the economic perfor¬ 
mance of the nine member states more 
into line with one another. 

This Community borrowing and lend¬ 
ing instrument—^known as the Ortoli 
Facility aftet Economics Commissioner 
Francois-Xavier Ortoli—raises money 
ont he international capital markets and 
lends it to member states, particularly 
for the development of infrastructure and 
domestic sources of energy to replace 
costly imported oil. 

So far, Ireland, the United Kingdom 
and Italy have availed of loans from 
the fund, which has a borrowing ceiling 
of £600 million. The Commission is now 
asking the Council to remove this ceiling. 


Foreign Capital 
in the UK 


Foreign investment in the United King¬ 
dom totalled £ 18 billion at the end of 
1978—the latest period for which figures 
are available—^and the UK companies had 
£ 25 billion invested overseas. 

These figures, published on February 27 
by the Department of Trade, exclude in¬ 
surance but for the first time include oil 
and banking. Investment surveys are only 
made once every four years. The last one 
was in 1974. Although no directly com¬ 
parable figures exists the values of both 
inward and outward investment are about 
350 per cent greater than at the end of 
1968. 

Developed countries owned all but two 
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per cent of Foreign Net Direct Investment 
^ in the UK-^with the United States hold* 
ing £10.5 billion, 60 per cent of the total, 
and European Community countries 23 per 
cent. The growth of the Community’s 
stake in Britain has been particularly 
rapid—rising from just a 1/10 share of 
the UK inward investment to its present 
level. Foreign investment is mainly in 
manufacturing and distribution. Accord- 
ing to US statistics, manufacturing ac¬ 
counted for 4/5 of the US direct invest¬ 
ment, excluding oil, banking and insu¬ 
rance, made in the European Community 
from 1978 and a third of this in 1977-78 
was in the UK. 

Over 3/4 of the UK investment over¬ 
seas was in developed countries, with the 
European Community and North 
America each accounting for about a 

For individual countries the US had 
the biggest share (21 per cent) followed 
by Australia (12^ per cent) and Germany 
(7i per cent). Just under i of the UK 
investment overseas was in manufactur¬ 
ing, 13 per cent in distribution and about 
40 per cent in other activities. Invest¬ 
ment grew through the I970’s at an 
average of 16 per cent a year between 
1971 and 1978 compared with eight per 
cent a year between 1962 to 1971. 

At the end of 1978 there were some 
1900 UK enterprises with overseas direct 
investment and between them they owned 
14,000 overseas affiliates. Until exchange 
control regulations were abolished in 1979 
most of the UK’s direct investment over¬ 
seas had to be financed by foreign cur¬ 
rency borrowing or profits retained over¬ 
seas. This is now no longer the case. 


Oil Windfall Boosts 
Algerian Economy 


Algeria’s economic plannere have been 
given new breathing room in the form of 
the recent surge in oil and gas prices. 
Average prices for Algerian hydrocarbon 
exports last year, which account for 
98 per cent of export earnings, were up 
77 per cent over 1979: The windfall bol¬ 
ster^ Algeria’s weakened; financial posi¬ 
tion and gave its authorities the flexibility 
to cut oil output and boost imports, yet 


still erase a current-account deficit and 
ease the country’s high debt service 
burden. 

The increased oil earnings have led the 
Government to push new oil and gas pro¬ 
jects into the future to preserve resources, 
and focus greater attention on agriculture. 
Higher agricultural productivity is seen as 
vital for a sector that employs nearly 
half the population and in the face of a 
soaring food import bill. Nonetheless, 
the hydrocarbon sector will continue to 
dominate Algeria’s economy—^although 
it generates only about one per cent of 
total employment. The rapid growth in 
export earnings projected through the 
early part of the next decade will provide 
the financial resources for both industrial 
and agricultural investment. The acid 
test, however, will be Algeria’s ability to 
develop a strong non-hydrocarbon pro¬ 
ductive base to drive economic growth 
when its hydrocarbon earnings begin dec¬ 
lining. 

High Absorbing Economy 

Algeria is generally regarded as a high- 
absorbing member of the Organisation of 
Petroleum Exporting Countries, owing to 
its large population (19 million) and its 
ambitious development goals. The eco¬ 
nomy has been characterised by high 
levels of investment (50% of GDP in 
1979) and heavy demand for imports, 
mainly capital goods and raw materials. 
The country’s balance of payments has 
according/y been weaker than the lower 
population members of OPEC, and it 
has borrowed heavily in world financial 
markets. Its development strategy has 
consisted of austerity in consumption to 
permit rapid exploitation of hydrocarbon 
resources and heavy investment in manu¬ 
facturing, transportation and communi¬ 
cations. 

The hydrocarbon sector is clearly the 
star of Algeria’s $25-billion economy; 
the sharp oil price gains of 1979 
boosted the contribution of oil and 
gas to GDP to an estimated 40 per cent 
from 28 per cent as recently as 1978. 
Yet by OPEC standards, Algeria is far 
from being a major producer. Crude 
oil output has been relatively stable at 
“ 1.0-1.2 million ban els per day (bpd), and 
is currently running 900»000 bpd with ex¬ 


ports of some 790,000 barrels, 
petroleum resourci?s are limited. Provi^; 
reserves are put at 8.4 billion barreil^? 
sufficient to last about 25 years at pres 
output levels. 


Abundant Gat Rosarvat 

The country’s greater wealth lies in its 
substantial reserves of natural gas. Pro-, 
ven reserves arc 132 trillion cubic feet-^ 
the fourth largest in the world. ExploitiM' 
tion to date has been relatively minoc^ 
but development plans envisage heavy 
vestment in LNG facilities and, mot| 
recently, in more cost-efficient pipelinfll 
to Europe—despite the recent cutback 
investment plans an 1 reduced export taif 
gets. The Algerians are pushing hani 
for price equivalence between their petrO^ 
ieum and natural gas exports. In fac^ 
exports of LNG to T ranee and the Un^j 
ted Stat s were interrupted for seveni^ 
months last year and still have not resuilt^ 
ed to the United States. (Algeria initial^ 
sought 56.11 per million BTUs fo b., but 
the negotiating range is currently 84.O0« 
$4.50.) 

Apart from oil and gas, Algeria hai 
managed to establish an adequate domeil^ 
tic manufacturing base. The manufilC 
turing sector contributed 13 per centj^ 
GDP and provided 16 per cei.t of emijp 
loyment in 1979. And it is well divert 
lied among food products, heavy indul 
try, textiles, chemici^s and constructiotll 
Heavy industry received strong emphaifl 
in the 1970s, and industrial output roi 
13.6 per cent, on an annual average barit 
between 1974 and 1977. 

Despite real gains in output, the agri 
cultural sector lost ground in the 197^ 
The decade witnessed an agrarian revcfll 
tion in which property was distributedl 
landless peasants anJ organised into pK 
duction cooperatives. But until cm 
recently, agriculture received diminiSM 
attention from ihe Government. lt« 
rently contributes only about seven 
cent to GDP, while employing 4J|!!k 
cent of the population. Although 
production did exceed population groi^ 
in the 1970s—owing to the Governmetfl 
emphasis on import subtitution—^rapidt 
rising incomes and a national birth re 
of over three per cent stimulated dem^ 
even more, causing food imports (main 
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wheat) to grow strongly. The 1979 
..food import bill was S2 billion, equal to 
more than 20 per cent of total export 
levenues. 

Despite Algeria's political leanings 
^toward the Third World and Eastern 
Sloe. its economy is tied to the West. In 
the European Economic Commu- 
countries purchased 37 per cent of 
^^Algerian exports and the United States, 
per cent. And import data show that 
j^^rance, West Germany, Italy, and the 
^United States satisfy nearly 60 per cent of 
^Algeria's total import needs. 

Algeria's average annual economic 
^ growth was 6 to 7 per cent, adjusted 
^tot inflation, for most of the 1970s, 
^^mth nominal GDP soaring more than 
r,5Q per cent in 1970 when oil prices quad- 
.jjgupled. The fast growth was fueled by 
i^ntpidly rising oil revenues and returns 
from high levels of productive investment 
manufacturing, construction, and agri- 
^imlture. 

But the gains were not achieved with- 
a build*up of inflationary pressure. 
y^Official consumer price data point to an 
^^annual average inflation rate of 10.4 per 
jjCent between 1973 and 1979, with the rate 
^peaking at over 17 per cent in 1978. And 
gtiiese figures understate underlying infla¬ 
tionary pressure because of the prevalence 

controlled prices—especially for food. 

.n ; 

Adverse Balance 

ie- C vDespite the size and growth of hydro- 
3 ^(ezbon earnings, Algeria’s balance of 
^gHiyments has been consistently weak, 
twgb export revenues have been more 
Iijj|ian offset by high imports associated 
i^th growing investment spending and 
d^od imports. A current-account sur- 
Ijjjius was achieved in 1974 following the 
price explosion, but spending rose 
^g^eadily, and by 1978 the current-account 
alliance was in deficit by S3.3 billion. The 
;]jlieficit narrowed slightly to 81.7 billion 
1979, owing to soaring oil and LNG 
^port eainings and to reduced import 
j^irowth stemming from reduced invest- 
ioaent and import restrictions, 
g, Algeria has financed its external 
ij^ixsount deficits with substantial long¬ 
-term borrowings by the public sector, 
ill^plemented by long-term project speci- 
^ export credits. The Euromarket has 
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been the major source of the financing. 
The heavy Euromarket borrowings, which 
eased only as recently as 1979, permitted 
a steady growth in official reserves. By 
the end of 1979, foreign exchange reserves 
reached 8700 million, with official re¬ 
serves at 85.4 billion, enough to finance 
over eight months of imports. But the 
sustained large borrowings also raised 
total disbursed external debt to 815.5 
billion at the end of 1979. Debt service 
requirements rose to 82.6 billion in 1979, 
versus 81.5 billion in 1978, pushing the 
debt service ratio up to 26 per cent from 
22 per cent in 1978. 

Impact of Oil 

Economic developments in Algeria last 
year were dominated by the impact of the 
sharp rise in oil prices. The average con¬ 
tract price for a barrel of Algerian 
Saharan 44° was 837.40, compared with 
821.10 in 1979. This dramatic increase 
allowed the authorities to cut oil output 
to 1.0 million barrels per day last year 
from 1.14 million bpd in 1979 and reduce 
LNG exports, yet still realise an estimat¬ 
ed 814 billion in hydrocarbon export 
revenues (versus 89.3 billion in 1979). 
The large revenues permitted a slight 
relaxation of import controls to alleviate 
the chronic shortage of consumer goods. 
This spurred a 28 per cent jump in im¬ 
ports, which totaled an estimated $10 
billion. But despite the import jump and 
a rise in interest payments on foreign 
debt—to about 83.3 billion—a balanced 
current account appears to have been 
attained after five years of deficits. And 
the strong export earnings reduced the 
country’s debt service ratio from 26 per 
cent to a more manageable 22 per cent. 
Overall, real economic growth is estimat¬ 
ed at a low three per cent in 1980, owing 
to the impact of the cut in hydrocarbon 
output. 

The 1980-84 development plan provides 
some indication of the authorities* 
change in the emphasis of development 
policy. The plan projects expenditures of 
about 815 billion a year (at 1979 prices), 
equivalent to 45 per cent of annual GDP. 
It is still heavily biased toward industry 
(39%), although hydrocarbon expendi¬ 
tures will decline by the end of the period 
as major projects are completed. Agri- 
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culture is targetted for 12 per cent of 
total plan investments, a share that is 
comparable with the previous plan, but 
implementation, which has been poor in 
the past, is expected to be rigorous this 
time. 

The balance of payments is projected 
to perform favourably through 1986. The 
reasons include continued strong hydro¬ 
carbon prices and major output increases 
of LNG and LPO» in addition to new gas 
pipelines coming on stream. Hydrocar¬ 
bon exports are forecast to grow from 
some 814 billion last year to over 844 
billion in 1986. Even allowing for an 
increase in imports, the current account 
is likely to post small annual surpluses 
through 1986. 

Algeria is expected to return to the inter¬ 
national capital market in 1981 and onward, 
largely to roll over maturing debt. And 
whenever feasible, it is expected to take 
advantage of export credits granted by 
foreign Governments at preferential rates. 
Debt servicing requirements are projected 
to reach 85| billion by 1986. But the huge 
growth of export earnings is expected to 
produce a steadily declining debt service. 
The ratio is expected to drop from its 
peak of 26 per cent in 1979 to some 12 
per cent by 1986, implying an incFea«ing 
ability to raise external finance. 

Bright Future 

A strong real economic growth perfor¬ 
mance is also anticipated for the next few 
years averaging more than eight per cent 
per annum. Hydrocarbon output should 
be bolstered by a new gas scheme coming 
on line, and large returns are likely from 
the historically high investment level, 
which will be sustained during the plan 
period. 

In sum, oil profits have made Algeria’s 
economy viable. And the financial stren¬ 
gth of the hydrocarbon sector will more 
than compensate for structural weakness 
elsewhere. Beyond 1986, the growth of 
export revenues is projected to slow, how¬ 
ever, as will import growth. And in the 
mid-1990s, hydrocarbon export revenues 
are expected to begin declining unless 
new discoveries are made. Thus, the 
challenge to Algerian planners is to 
achieve broad-based industrial, agricul- 





tural, and infrastructural development 
1 sufficient to sustain real economic growth 
when hydrocarbon earnings peak. 

Source: International Finance, 

Korean Success Story 

Korean economic development in recent 
times is considered as one of the few 
success stories. Until the early sixties, 
the development of the Korean economy 
was hindered by various factors; Japanese 
f occupation, the division of the country, 
war and reconstruction, uncertain US aid 
etc. Since the beginning of national 
planning in 1962, assisting the capitalist 
forces and pattern of development, Korea 
has maintained one of the highest rates 
of growth in modem economic history. 

Between 1961 and 1979, Korea’s GNP 
at current prices, growing at an annual 
average rate of about 10 per cent, increas¬ 
ed from S21 billion to S61 billion, and 
her per capita income from S82 to S 1,624. 
, The structure of the economy has 
changed in a manner typical of specta¬ 
cular development and transformation. 
During the period 1961-79, the share of 
primary sector in GNP changed from 


about 36 per cent to 20 per cent, that of 
secondary sector from about 17 per cent 
to 30 per cent, and that of tertiary sector 
from about 47 per cent to 50 per cent. 
On the other hand, the share of primary 
sector in employment changed from 63 
per cent to 38 per cent, that of secondary 
sector from about 8 per cent to 23 per 
cent, and that of tertiary sector from 29 
per cent to 39 per cent. During the same 
period, the unemployment rate decreased 
from about eight per cent to three per cent. 

The significant transformation in the 
Korean economy has been due to indus¬ 
trialisation. Her rising industrial pro¬ 
duction and diversification has helped 
both export promotion and import subs¬ 
titution. Due to an industrialisation 
strategy, the weight of manufacturing in 
industry rose to 28.5 per cent in 1979 and 
the share of heavy and chemical indus¬ 
tries in overall manufaciuring to 55 per 
cent. Among the industries which grew 
at spectacular rates, we may list ship¬ 
building, electronics, primary metals, 
chemicals, motor vehicles and textiles. 
The country is on road to planned 
industrialisation. 

The leading edge of Korean transfor¬ 
mation has been the growth of exports. 


particularly manufactured exports (about j 
42 per cent per annum). The composi^i 
tion of manufactured exports has changi^ 
ed dramatically from materials such ali 
textiles to commodities demanding sopbis^ 
ticated production techniques, i.e. ships, 
transport equipments, precision instru*: 
ments, industrial machinery, metal pro* 
ducts and chemicals. The economy has 
pursued an export-oriented development 
tal policy as a means of earning foreign 
exchange and creating employment op*i 
portunities. Government has encouraged 
the flow of foreign capital, enterprise and; 
technology in export industries through n 
system of liberal incentives and coords, 
nated protection. 

The most important trading partners tif 
Korea are the USA and Japan. The percent; 
tage share of the USA in Korea’s expod; 
is more than 30 per cent, whereas that ^ 
Japan is more than 20 per cent. Similarly 
the percentage shaIe of USA in Koreans 
import is more than 22 per cent, whereas 
that of Japan is more than 36 per cent. 
However, lately trade and economic 
relation are getting strengthened between 
Korea and other countries like Saudi 
Arabia, Hong Kong, Britain, West 
Germany and Canada. 









Point of View 

Unemployment in India and Abroad 


o. 

According to tho outhor, who Is Assistant Director, Diroctorato 
Gsnoral of Employment and Training, New Delhi, the most serious 
employment promotion problem facing the country Is not finding 
Jobs for the people but of raising the productivity of the those 
already engaged in work In the subsistence sector, who form a vast 
maiority of the working population. India along with other 
developing countries, he says, should expand educational and 
training facilities to raise the living standard of the people- 


Widespread unemployment and under¬ 
employment is a notable feature of 
the economies of many developing 
countries of the world. Many people are 
‘ unemployed or underemployed not be- 
cause they prefer idleness to work, but 
. because there is insufficiency of co-ope- 
rant factors of production to set them to 
work. 

Unemployment reflecting lack of co- 
operant resources was a significant theme 
studied by the classical economists and is 
sometimes called classical unemployment. 
This type of unemployment differs from 
the seasonal unemployment which is a 
; feature of more advanced industrialised 
.countries. The latter is the concommitant 
of an inadequacy in effective demand and 
since effective demand is deficient, the 
' sate of unemployment of labour goes up 
Effecting other complementary factors of 
;rproduction. The problem of unemploy- 
^•ment tends to become more serious as 
)^CConomic growth takes place. This is not 
^because the volume of such unemploy¬ 
ment increases, but because its existence 
becomes more marked and its implica- 
^tions more acute. With an increased 
.jpowth of money or velocity of money in 
ia exchange economy, there is a tendency 
towards greater individualism which 
places the unemployed (both educated 
And uneducated) in a changed position 
,^with grave social and economic con- 
'Aequences. 

Recently the International Labour 
Organisation studied the trend of em¬ 
ployment and unemployment rates over 
■ Ac years in respect of both the develop- 
:mg and the developed countries. Table I 
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gives an idea of the estimated employ¬ 
ment and unemployment by 1990 in 
the world. 

The table shows that the world popula¬ 
tion which was reported to be of the 
order of 2891 million in 1970, will have 
increased to 3590 million 1980 and will 
reach 4440 million by 1990. The world 
labour force which was about 1154 million 
in 1970 is expected to have gone up to 
1381 million in 1980 and may touch 1673 
million in 1990. World employment will 
also increase but not at a rate needed to 
meet the demand of unemployed persons. 
World unemployment figures show that 
unemployment may cross the 100 million 
mark in 1990, compared with 60 million 


P. Maurya 

in 1970 and 85 million in 1980. Of the 
total world unemployment, about 88 mil¬ 
lion unemployed persons will be requir¬ 
ing employment in the developing coun¬ 
tries of the world. Intensive efforts to 
meet this gigantic problem of unemploy¬ 
ment, therefore, are required to be taken 
by all the developing countries of the 
world. 

Let us now emphasise the point that 
the most serious employment promotion 
problem facing India is not that of find¬ 
ing jobs for the people. Rather it is one 
of raising the productivity of the vast 
majority of the working age population 
who are already engaged in work in the 
subsistence sector. The current tendency 
among individuals and institutions concer¬ 
ned with unemployment problem in India 
is to overemphasize the unemployment in 
the urban areas. Of course, if we confine 
our observations mainly to the ratio of 
the urban workers to the urban working 
age population, the unemployment pro¬ 
blem becomes immense. The importance 
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Table I 

Population, Labour Force. Employment and Unemployment Projections'^. 

(In millions) 



1970 

1980 

1990 

1) World Population 

2891 

3590 

4440 

Developing countries 

1804 

2380 

3!03 

Developed countries 

1090 

1210 

1337 

2) World Labour Force 

1154 

1381 

1673 

Developing countries 

660 

859 

1080 

Developed countries 

488 

542 

593 

3) World Employment 

1094 

1296 

1568 

Developing countries 

617 

m 

992 

Developed countries 

477 

523 

576 

4) World Unemployment 

60 

85 

106 

Developing countries 

49 

66 

88 

Developed countries 

11 

19 

17 

Source: International Labour 

Review, Vol. 112, No. 6, Dec. 1975 p. 408 (Table 


^ prepared on the basis of data appearing in the Review). *£xcludes China. 






of looking at the nation-wide problem is 
that it tends to focus the attention of 
national resources not on the small aspect 
of the problem which is mainly in urban 
areas, but on the entire problem, most of 
which is existent in rural sector of the 
economy. 

A remarkable finding has been that the 
ratio of the labour force to population in 


Table II 

Job-seekers on the Live Register of 
Employment Exchanges in India 

(Figures in 
Thousands) 


Year No. of job-seekers Percentage 
increase over 
previous year 


1975 

9326.3 

— 

1976 

9784.3 

+ 4.9 

1977 

10924.0 

+ 11.6 

1978 

12677.8 

+ 16.1 

1979 

14333.9 

+ 13.1 

1980 (Oct.) 

15952.7 

+ 11.3 


Source; DGEi & T, Ministry of Labour, 
New Delhi. 


India has been unstable since indepen¬ 
dence. There have been some shorl-run, 
transitional changes, caused by the lack of 
mobility on the part of job-scekers. 
Educated unemployment is by no means 
a recent phenomenon in the country. 
Trends in employment generation in the 
organised sector, unemployment and under¬ 
employment in urban areas and registra¬ 
tion of the job-scekers (both educated 
and illiterate) on the live register of 
employment exchanges in the country 
indicate stiongly that since the inception 
of planned developmental strategies, the 
economy has not been able to absorb 
additions to the labour force into satis¬ 
factory employment. Table II above shows 
the number of job-scekers on the live- 
register of employment exchanges in 
India. 

This table shows that more than nine mil 
lion job-seekers were registered on the live 
register in the employment exchanges in 
The number of job-scekers continued to 
increase over the years and by the end of 
1979 about 14 million job-seekers were 
found to have registered themselves for 
anptoyment. By October, 1980, the num¬ 


ber of job-seekers on the live register of 
the employment exchanges increased to 
about 16 million, showing an increase of 
11.3 per cent over the year 1979. In 
1978, the percentage increase in registra¬ 
tion of the job-seekers over the registration 
figure of the year 1977, however, has been 
16.1, followed by 13.1 in the year 1979 
over 1978. 

Table III gives an idea of classification 
of job-scekers by rural and urban origins 
and education level. 

This tabic shows that in 1975, 52.6 per 
cent job-seekers on the live register of 
the employment exchanges were from the 
urban areas, whereas 46.9 per cent were 
from the rural areas. Of the number of 
illiterate job-seekers, 50.2 per cent came 
from the rural areas whereas 49.1 per 
cent from the urban areas. The percentage 
of literates (below matric) was 50.8 in the 


Table III 

Classification of Job-seekers by Rural and Urban Origins and Educational Level 

Educational level Percentage of job-seekers 

Urban Rural Not Total 
classified 


2 3 4 5 


Illiterate 

49.1 

50.2 

0.7 

100.0 

Literate, below matric 

a) with technical qualilication/skills 

53.5 

46,0 

0.5 

100.0 

b) Other 

50.4 

49.2 

0.4 

100.0 

TOTAL 

50.8 

48.8 

0.4 

100,0 

Matric, below graduate 

a) with technical qiiaiifications/skills 

59.0 

40.6 

0.4 

100.0 

b) Others 

49.1 

50.6 

0.5 

100.0 

TOTAL 

52.1 

47.5 

0.4 

100.0 

Graduates and above 
a) Engineering 

71.4 

2.3.7 

4.9 

100.0 

b) Medicine 

70.3 

28.4 

1.3 

100.0 ; 

c) Agriculture 

48.2 

50.8 

1.0 

100.0 • 

d) Teaching 

64.8 

34.2 

0.3 

100.0 1 

e) postgraduates (Science) 

69.9 

29.9 

0.2 

100.0 

f) Postgraduates (Arts & Commerce) 

68.9 

30.8 

0.3 

100.0 1, 

g) Other 

62.5 

37.2 

0,3 

100.0 . f 

TOTAL 

63.4 

36.2 

0.4 

100.0 .- 

Not classified 

45.4 

40.4 

14.1 

100.0 i 

TOTAL 

52.6 

46.9 

0.5 

100.0 


Source : Report on the Survey of Employed Persons among the Employment 
Exchange Registrants, DGE&T, Ministry of Labour, New Delhi, 



case of urban registrants and 48.8 in ^ 
case of rural registrants. In the case^ 
job-seekers having matric and beloi 
graduation qualification (inclusive 
technical skills), the percentage of jobj 
.seekers of urban areas was 52.1. Oftb 
total job-seekers having graduation ani 
post-graduation degrees (in all discipline 
including engineering, medicine, etaj 
63.4 per cent job-seekers on the live regia 
ter were of urban origin, whereas 
per cent of rural origin. The live regiate 
figures presented in the table show tbi 
in urban as well as rural areas, all soul 
of job-seckcrs were registered in tb 
employment exchanges in the countryi , 

Trends in the flow statistics in tb 
course of the economic cycle often titfi) 
a significant relationship to trends intb 
level of unemployment. Sometimes movi 
ments in the flows appear to anticipal 
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slightly the changes of trend in unemploy 
ment, or may provide additional evidence 
at turning points which reinforces judge¬ 
ments about economic trends. Vacancy 
information provides a valuable comple- 
tnent to unemployment staiisiics; in fact. 
It represents a measure of the demand for 
categoriCsS of skills to set against the 
supply of registrants. One dilliculty is that 
jhort-period statistics on notified vacancies 
ire based on only partial coverage. In 
iddition, act establishments, (i.c. under 
die Employment Fixchanges (Compulsory 
>lotification of Vacancies Act, 1959, all 
.he establishments in the public sector and 
iuch eslablishmenis in the private sector 
1$ employ 25 or more persons are requir- 
5d to notify the vacancy to employment 
exchanges prescribed for the purpose) 
lave rarely found the need to compile 
:omprchensive and .systematic data on 
/acancies occurred. The relative paucity of 
/acancy statistics is not confined to India, 
(n practice, the present vacancy scries is 
limply compiled from the records of 
employment exchanges in the country. A 
jIosc study of the overall vacancy posi- 
ion over the years shows that the num¬ 
ber of vacancies notified to employment 
jxchanges in India has been many times 


less than the registrants on the live regis¬ 
ter of employment exchanges. Table IV 
shows employment in the organised sec¬ 
tor of the economy during the years 
(1970-80). 

In 1970, persons employed in the orga¬ 
nised sector aggregated.to 170.7 lakhs, of 
which 103.7 lakhs were in public sector 
and 67.0 lakhs in private sector. The 
number of the persons employed in the 
organised sector of the economy showed 
an increasing trend since 1970. In 1980, 
the number of persons employed, both in 
public and private sectors, increased to 
229.3 lakhs. Of these, 155.9 lakhs were in 
the public sector and 72.3 lakhs in private 
sector. In terms of percentage, the annual 
average increase in cmploym:nt in both 
the sectors has been more than two per 
cent since 1970. Thus, the rale of increase 
in employment in the organised sector of 
the economy is not sufiicienl. But it is 
also essential to note here that the employ¬ 
ment statistics analy.sed do not consist of 
the persons employed in the establish¬ 
ments employing below 10 workers. There 
may be lakhs of establishments (employ¬ 
ing below 10 workers) which arc engaged 
in .self-employment projects and the like. 

Employment promotion is concerned 


not only with the obstacles of finding jobs 
but also with bottlenecks to the attain- . 
ment of high productivity levels. At the 
53rd session of the International Labour 
Conference held in 1969, the World 
Employment Programe (WEP) was launch¬ 
ed. The central theme of this programme 
is the integration of employment promo¬ 
tion into development planning and action. 

In terms of the WEP, employment pro¬ 
motion for economic and social develop¬ 
ment focuses on the determination of 
approaches designed to assure the full 
qualitative and quantitative participation 
of working-age individuals in production. 
The crux of the fundamental promotion 
problem in the developing countries of the 
world is that little emphasis is placed 
on raising the productivity of subsis¬ 
tence workers who comprise the vast 
majority of the working age population. 
The developing countries of the world 
must make efforts to rai.se the living stan¬ 
dard of the people and to achieve this end, 
they should expand educational and train¬ 
ing facilities suiting to their requirements. 
This calls for giving integrated rural 
development top priority status in plan 
and action. 

India’s resources in men and material 



Table IV 

Employment in the Organised Sector During 1970-80 




(Figures in Lakhs) 


Year (March 
ending) 

Public Sector Private sector 


Total employ¬ 
ment in public 
and private 
sectors 

Percentage change over the previous year 

10 to 24 25 and above 

Workers. 

Total 

Public Private Total 

sector sector 

1 

2 3 4 

5 

6 

7 8 9 


1970 

103.7 

7.1 

59.9 

67.7 

170.7 

— 

— 

— 

1971 

J07.3 

7.3 

60.3 

67.6 

174.9 

+ 3.4 

4 0.9 

4-2.5 

1972 

II2.I 

7.3 

60.4 

67.7 

179.8 

+ 4.5 

4-0.1 

4-2.8 

1973 

J/9.7 

7.5 

61.0 

68.5 

188.2 

+ 5.9 

4-1.1 

4-4.1 

1974 

124.9 

7.2 

60.7 

67.9 

192.8 

+4.3 

4-0.8 

4-2.4 

1975 

128.7 

7.1 

60.9 

68.0 

196.7 

+ 3.0 

40.2 

4-2.0 

1976 

133.6 

7.3 

61.1 

68.4 

202 1 

+ 3.9 

4-0.6 

4-2.7 

1977 

138.8 

7.3 

61.4 

68.7 

207.4 

+ 3.6 

4-0.4 

+2.5 

1978 

144.4 

7.2 

63.2 

70.4 

214.8 

+4.0 

4-2.5 

+3.5 

1979 

150.5 

7.4 

64.7 

72.1 

222.5 

+ 4.2 

+2.3 

+3.6 

1980 fP) 

156.9 

7.8 

64.6 

72.3 

229.3 

+ 4.3 

+0.3 

+3.0 


(P) Provisional 

Source: DGE & T, Ministry of Labour, New Delhi-1. 
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are abundant. Various five-year Plans 
(particularly the fourth and the fifth) 
attached high priority to measures speci¬ 
fically designed to enable weaker sections 
of the rural population to participate in 
the benefits of economic grewth. These 
were initiated towards achieving “growth 
with social justice”. Some of the program¬ 
mes which the Government of India 
sponsored and which have a bearing 
basically on employment and incomes of 
the rural community are: 1 Small Far¬ 
mers Development Agency; (2) Command 
^ Area Development Programme; (3) Dro¬ 
ught Prone Areas Programme; (4) Tribal 
and Hill Area Development Programme: 
(5) Desert Development Programme; (6) 
Whole Village Development Programme: 


(7) Antodaya (Upliftment of the Poorest) 
Programme: (8) Integrated Rural Develop¬ 
ment Programme; and (9) Food-for* 
Work Programme. 

These schemes designed to help the 
weaker sections of the community, 
rehabilitate the areas which arc chroni¬ 
cally drought affected, create remu¬ 
nerative assets and generate employ¬ 
ment. The Food-for-Work Programme 
generated an estimated 1000 million man- 
days during 1979-80. For 1980-81, two 
million tonnes of foodgrains have been 
earmarked for the programme. The Centre 
has also provided Rs. 70 crorcin cash 
for providing the material component of 
works to be taken up under the prog¬ 
ramme. A new feature of the programme 


will be the involvement of the State goH 
vernments. Under the new guidelines, nc| 
worker engaged in the programme will bti{ 
given more than three kg. of grains a day 
as wage. ' 

There is a vast scope in different sphe¬ 
res of the economy to utilise the service; 
of the available unemployed persons, 
Rural works projects offer much 
scope for the employment of educated 
unemployed. Schemes providing jobs havt 
been classified as: expansion and improve¬ 
ment of primary education, additions tc 
scientific and technical staff, engineerin| 
planning projects, rural works projects 
afforestation and social services, intensive 
efforts must also be made to boost self 
employment and cntrcprcneur.ship. 


Export Strategy for the Eighties 


'Export or Perish* has been the slogan of the country since the late 
fifties. The author, who is Assistant Professor, Department of 
Business Administration, University of Rajasthan, advocates that 
'export* should now be declared as one of the priority objectives of the 
nation such as medical aid or family planning. He believes there 
should be a follow-up department under the Commerce Ministry with 
specialised sections for different commodity groups and services to 
help export potential to be turned into viable orders and assure their 
fulfilment. 


‘SiRAitciY’ IS a term originally used 
in military warfare. However, the term is 
being used these days increasingly in dif¬ 
ferent areas whenever it conies to manag¬ 
ing any affair. The truth is that lack or 
insuflicicncy of the strategy for peace-time 
operations proves more disastrous than 
that for operations in war because the 
ultimate aim is human welfare and happi¬ 
ness. Evolving an appropriate and effective 
export strategy for India for the period 
that lies ahead, and more particularly the 
Eighties, is of signal importance in view 
of the following realities: 

1. The .share of exports in the courtry’s 
GNP is on the decline which compares 
unfavourably with what it is in the case 
of many other developing as also 
developed countries. 

2. India’s share in world exports has 
been steadily declining from about two per 
cent in 1947 to about 0.7 per cent in 1980. 
The fall in yearly growth rate of 
India’s exports from 27 per cent in 
three years, 1974-75 to 1976-77, to six 



percent in the last three years. 1977-78 
to 1979-80, ^is quite disappointing. 

3. The reliance on imports is steadily (at 
limes speedily) increasing both in sheer 
physical terms mainly due to growing 
home demand and in financial terms due 
to rise in international prices of imported 
goods, chiclly oil and petroleum products. 

4. Imports arc hardly trade financed. 

5. In the coming years, trade deficit is 
not expected to be anything but un¬ 
favourable due to the compulsions of 
economic growth. The consequent need is 
to keep the deficit as low as possible. 

6. India’s overall terms of trade, by and 
large, remain unfavourable^. The fall in 
the unit value of exports of items like 
lea, coffee, iron ore, spices, cotton ri^v 
sugar, oilcakes, cashew kernels between 
the >cars 1977 and 1979® shows that the 
trend is continuing. 

Attempting to evolve a possible export 
strategy is a difficult exercise indeed. 
Trade is one of the most unpredictable 
areas as it is the result of operation of a 
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vast multitude of factors. All the same 
one cannot take a chance and decision: 
must be taken on the basis of a thoroug] 
examination and analysis of the knowj 
variables and actual experience. Naturall} 
the strategy would be made of probabl 
solutions to several complicated issues ii 
the domain of international marketing 
having serious administrative and polic; 
implications. 

The external constraints to the entry o 
Indian products into foreign countries 
viz., tariff and non-tariif barriers, are to» 
many. Despite progress made under th 
forums of GATT and UNCTAD toward 
liberalisation of trade barriers, there ar 
clear signs of return to protectionism oi 
the part of ‘concessions and preference 
giving’ countries. Even taking thes 
concessions for granted, whateve 
the magnitude of relief received « 
all its bilateral and multilateral manifesta 
tions, the real solution to the problem o 
boosting exports remains in the hands o 
India herself Albert H. Small support 
this line of reasoning, which is more tra 
today than at the lime the statement® wa 
made. Obviously, the scope for a frontt 
attack on the domestic front is far grea 
ter. Such an approach is also quite pn 
dent and reasonable**. 

On the home front, the following is$tK 
deserve special atttention: 

\. Management of Information: Th 
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country needs far greater investment on 
Imarket research both at home and abroad 
so as to identify what could be exported 
taid to which country or countries. The 
blfisults of such market studies should be 
ISisseminated on a mass scale. It should 
lilso be made public how the prospective 
ex{>orters could export their products with 
die help of a wide range of Government 
jradhties and export promotion organi- 
'sations. This is true more of a large 
dumber of unexplored and untap¬ 
ped products made by individuals, 
in a small way, both in the urban and 
rural areas. To give a few examples. 
We may include here items like earthen 
pots, paintings, cut flowers, decoration 
jpieces, toys not requiring high degree of 
sophistication, ‘p^^pads' (which the house¬ 
wives in India can be easily tempted to 
prepare at home) and so on. The list of 
such items is large. Unless people know 
Sthat there can be an export proposition 
and how it can materialise, the goal re¬ 
mains distant. The market researches 
conducted at present arc occasional 
whereas they should be on a continuing 
basis. The role played by the Indian 
Institute of Foreign lYadc and the Trade 
"Development Authority in this regard, 

i hough quite useful and significant, 
ppcars, so far, to be too sketchy in view 
if the vast untapped products and their 
takers. The system of marketing intelli- 
Wnce for the help of established producer- 
exporters needs be quite scientific 
Ind sophisticated so as to keep them 
|ibreast of the latest day-to-day dcvelop- 
ll^ts about the foreign markets. The 
l^ous export promotion councils and 
pmmodity boards have a great role to 
jtey in this regard. 

I 2. Exports to be Declared a Priority Sec- 
j;r: ‘Export or Perish’ has been the 
[logan in the country since the late fifties 
lut now it should be officially recognised 
Is such by declaring ‘exports’as one of the 
riority sectors of the Indian economy, 
ke ‘medical aid’, family planning, post 
nd telegraphs. This declaration needs 
e given the widest publicity. It may 
ring to surface: 

(a) Items not yet heard of but worthy 
f exports, howsoever insignificant these 
|hght be for the home market, 
li(b) technicians, engineers, builders, 
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doctors, teachers, consultants, etc., who 
may be willing to act as such, under com¬ 
mercial contracts in foreign countries, 
and 

(c) people in the field of entertainment 
and recreation, like film stars, musicians, 
artists, dramatists, etc., who may be will¬ 
ing to give their performances and also to 
train people in foreign countries in their 
respective fields, as part of the country’s 
export obligations. 

According Priority 

The said declaration would also mean 
that producer-exporters are accorded 
priority as to time, quantum and conces¬ 
sional price, in the following matters, in¬ 
ter alia, over the counterparts in the 
home market: 

i) Issue of licence for export produc¬ 
tion, expanding capacity, and availability 
of machinery and raw materials (includ¬ 
ing those imported) for export produc¬ 
tion. 

ii) Availability of power for export 
production. 

iii) Concessions in payment of various 
Icvies/duties. 

iv) Booking of cargo with warehouses, 
railways, airways and shipping companies. 

3. Setting up of a Follow-up Department: 
A follow-up department should be set up 
under the Commerce Ministry with spe¬ 
cialised sections for different commodity 
groups and services, including those out¬ 
lined in the strategy nos. 1 and 2 above, 
to spell out the details of how to help 
turn the export potential into viable ex¬ 
port orders and their fulfilment. This 
would also mean locating the bottlenecks 
in the entire process and removing the 
same as expeditiously as possible instead 
of the producer-exporters running from 
pillar to post for the purpose. This 
department could serve as a ‘Control 
Room’ for the country’s entire exports, 
and the ‘curve’ for individual commodi¬ 
ties/commodity groups rising or falling, 
could be readily seen on the graph there, 
alongwith the faults occurring from time 
to time. This implies that the Follow-up 
Department will have to be in touch with 
the concerned Ministries, Departments 
and organisations in New Delhi, in ail 
the States and sea ports. 
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4. Product Planning for EJtports: Pro¬ 
duct planning is the heart of a country’s 
export elTorts. The answer to ‘what ’ 

should be produced for exports’ and 
‘what should be exported’ comes, firstly, 
from our past experience with regard to 
esta blished prod ucts—both traditional 
and non-traditionai, and, secondly, from 
the strategies nos 1 and 2 above. Further, 
while planning for exports, one could be 
guided by the new developments that arc 
discernible on the international scene: 

i) Use of substitute materials in the 
production of goods, c.g., polyester in 
place of cotton in textiles, battle between 
copper and aluminium in electrical indus¬ 
try; 

ii) Rise in mortality rale of new pro¬ 
ducts due to passionate belief in various 
countries in planned obsolescence—noth¬ 
ing designed to last a lifetime; 

iii) Product diversification and new and 
newer uses of existing products: 

iv) Future opportunities in certain ex¬ 
port product fields are considerable, e.g.: 

(a) services serving the leisure market 
like travel and tourist guide services, 
hotel, airways; 

(b) growth of ‘Do it Yourself* market, 
like gardening tools, household tools; 

(c) provision of appliances which re¬ 
duce labour content of any activity like 
automated shopping of milk, juices etc-: 

(d) development of convenience foods 
revolutionising the food industry, like 
readymade spices, frozen foods, instant 
tea and coffee; 

v) Growth of internationally accepted 
products (by their names and reputation). 

At the time of product planning, the 
strategic alternatives given by Keegan^ 
are worth considering: 

a) Straight Extension 

b) Communication Adaptation 

c) Product Adaptation 

d) Dual Adaptation 

e) Product Invention 

It is the miracle of product adaptation 
that has made Japan the world’s largest 
car-maker, outstripping even the United 
States. It has been reported that the US 
car-makers have had trouble in gearing 
production to small, fuel-efficient cars in 
accordance with a shift in consumer de-^ 




tnsmd and, as a result, they had to lay off 
a large number of workers and close a 
string of assembly plants, thus seriously 
hurting production.* 

One thing to be noted is that the ex- 
portables must be produced in sufficient 
quantity. International business flourishes 
most on the basis of size. This is more 
pertinent in view of the big demand for 
the home market. 

In order to go ahead with confidence, 
care must be taken to see that products 
of domestic mass consumption are not 
^ allowed to be exported unless these are 
in surplus. Our experience in having 
exported items like onions, vegetables, 
oilseeds (for manufacturing edible oils) in 
the past has already been bitter. 

Timely Deliveries 

Besides supplies in adequate quantities, 
product planning also implies timely 
deliveries, competitive price, attractive 
and effective packaging, right quality in¬ 
cluding contents, si/e, shape, colour, 

■ design, related services, etc. India has 
been failing miserably in passing these tests 
in the case of exports of a large number 
of items. A comprehensive market survey 
(April 1980) undertaken by the Indian 
Institute of Foreign Trade for the Minis¬ 
try of Agriculture and Irrigation, on the 
exports of processed fruits and vegetables 
to the major markets of Dubai, Kuwait, 
West Germany, France, United Kingdom 
and Sweden, reveals that the imag ^ of 
the Indian exporter has suffered for steady 
erosion. Delayed deliveries, shortfall in 
supplies, uncompetitive prices (offered 
20-30 per cent higher than those quoted 
by foreign compititors) and poor packag¬ 
ing h^ve contributed to this misrable 
export performance. Drawbacks in pro¬ 
duct planning have been found by the 
author also with regard to exports of a 
large number of items, viz., cashew, tea, 
jute goods, leather manufactures, lac, 
spices (pepper specially), woollen manu¬ 
factures. engineering goods, jewellery, 
fish”and fish preparations, manganese ore, 
ferro-manganese, and arts metalwares.® 

In order to improve the country’s terms 
of trade, it is also essential that more and 
more products are exported in the value- 
added form. This will help in higher 
units value realisation*'*. 



5. Training in Export Marketing: In 
view of the peculiarities of foreign mar¬ 
kets (varying from country to country), 
the difficulties and complexities in export 
marketing, the vastness of the untapped 
export potential in the country, and the 
consequent gigantic task before the 
nation, training in export marketing 
should be given a new deal. The existing 
arrangements for training in export 
marketing are wholly inadequate. 

First, the Indian Institute of Foreign 
Trade, being the biggest institution of its 
type in the country, should bring more 
and more people within the training 
fold through its own expansion and publi¬ 
city of training programmes. The IIFT 
should also play a leadership role by 
collaborating with universities, colleges 
and management training institutes in 
matters of syllabi-framing, teaching and 
training material, faculty exchange 
programme and research. 

Second, training institutes should be 
set up in each .State. ^ These institutes 
should act as training-cum-research cen¬ 
tres. They should run regular training 
courses, educate the producers (both 
agricultural and industrial), craftsman, 
artists and othets, not only in cities but 
also in villages, on what to produce; how 
much to produce, for export purposes, 
how to price their products and rout 
them to the big packers and export houses 
(in case their own resources do not permit 
to do it themselves). 

Helping Career-makers 

The management in.stitutes (at Ahmeda- 
bad, Calcutta. Bangalore and Bombay) 
should cease to exist as just ‘status sym¬ 
bols’, and endeavour to cater for the needs 
of larger number of exporters in the 
medium, small and unorganised sectors, 
and fresh career makers. 

Universities and colleges need dras¬ 
tic changes and improvements in syllabi 
and methods of teaching and training. The 
present system of syllabi-framing in uni¬ 
versities through the elected members "lO 
the Board of Studies must be replaced by 
a scientific method based on expertise in 
the particular field. A rapport with export 
houses and other organisations connected 
with foreign trade is a must. 

Needless to say, a high degree of coordi¬ 


nation between the various types of 
ing organisations and regular all-roii 
flow of information and feed back of 
formation among them and the fon 
trade organisations of the country, 
essential prerequisites for effective traint] 
in export marketing.** 

6. State Trading: The role of the St 
has become increasingly important 
India's foreign trade. The contribution \ 
the state trading organisations in boosth 
the country’s export has been quite i 
However, a closer examination made 
the author has led him to conclude 
under*®; | 

“One can only surmise that these tfH 
ing organisations have done precious i 
to practise truly “marketing and comn 
cial" approach, so characteristic of a 
vate business house. For lapses, th^ 
trading organisations should feel the pintf 
as a private individual does and strive hl^ 
in individual transactions to attain mjeiii 
keting effectiveness.’' .; 


Corrective Approach 

There is need to adopt a corrective a|^ 
proach for better export performance. 
following points should be found illustli 
tive for effecting improvements in expqj 
performance of the export houses in 0 
public sector.'® ^ 

1. Growth of exports of commodities 
services, once taken up in hand, should | 
sustained over a long period. They m4 
distinguish themselves from the privfi 
traders who export items only occasiojf 
ally and when found more lucrative. 

h 

2. Sensitivity to markets should t 
maintained so that the best prices lU 
obtained from exports, and no worthwhlj 
opportunity is lost. 

3. Only those items should be kept 
the trading list in which either the priy 
traders have not been faring well or 
State corporations can actually de 
trate that they would do better. Thi 
necessary to maintain the initiative 
drive of the private sector at a high 
and to maximise earnings of fo 
exchange. 

4. They should not feci shy in not 
ing up the export of items in whidh ‘i 
do not possess the essential man 
and technical knowhow and enou^ 
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^rience, and the claims of the private 
pector are obviously greater, 
f 5. Since foreign markets are highly com¬ 
petitive the lapses at times may not be un- 
bturai. In such cases, when a criticism is 
Mde,full facts of the case must be brought 
public light. Attempts at keeping matters 
^ret only give rise to suspicion. Let pub¬ 
is affairs remain literally public. The 
thbiic corporations arc service organisa- 
and they should not sulfer from 
ilexes (regarding reputation, etc.). 

{ifi. The Stale trading organisations 
:>uld fry to lind newer and newer 
irkets for more of non-traditional 
Along with this, they should pro- 
infrastructural facilities, both 
Erectly and indirectly, in a package 
.4rm to manufacturer-exporters (and 
•riporters) specially in the medium and 
:Via]] sector. 

It would amount to a positive 
jfVicc if these State organisations 
tpplify procedure and formalities relating 
a documents, refund, handling of ship- 
Jcnts, etc. 1 his would save money, 
:^tie and energy of all concerned. 

These corporations should not be too 
^ch con.<;cioiis of their own identity 
believe in the concept of ‘‘two-way 
^c*. They have to establish close liaison 
;th industry and trade for better undcr- 
fding of each other's problems, and 
purposeful planning and implc- 
tation, integrating their individual 
lives with the broader social and 
lional objectives. 

Cost-henefit Analysis: In an over- 
isiasm to promote exports, the 
rernment of India has spent a lot 
^imoncy in the form of export incentives 
organisational set-up with little 
iteht. In an in-depth study, '' Verghese 
iserves that what perhaps has not 
fully comprehended is that growth 
' exports in real terms has been very 
^derate and it has been achieved at 
^mendous cost to the national ex- 
jpquer. The Review Committee on the 
Winning of Export Promotion Councils 
find that about 51 per cent of the 
expenditure of these councils was 
red on non-proraotional activities. 
^ committee recommended that service 
feanisations should normally spend a 
Aimum of 75 per cent of their budget 
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on developmental activities. India spent 
about 93 per cent of the total ex¬ 
penditure under the major head Trade 
and Export Promotion* in 1977-78 on 
Assistance for Export Promotion. The 
table below shows that expenditure for 
earlier years also, under the head, has 
been far higher as compared to other 
countries. 

Bhagwati and Desai also conclude that 
there is perverse relationship between 
export incentives and export perfor¬ 
mance.^^ It is 80 because each 
factor is Considered individually and 
not collectively. The slow growth 
of exports during the last three years 
(ending 1979-SO) only substantiates the 
high cost of export promotion as there 
has not beeh any material change in 
policy. Staclin draws a similar conclusion.’* 
It has to be realised that cash assistance 
and other incentives should be used 
sparingly, as ‘tonic’ or ‘occasional medi¬ 
cine’ for the diseased or as a ’.stimulant' for 
the healthy body. The logic for occasional 
medicine is not the same as logic for 
daily bread. The solution lies in increas¬ 
ing the marketing competence through 
measures outlined in this article, along 
with a mix of export incentive schemes 
on rational criteria,”* matching them 
suitably with those adopted by other 
competing countries. 


8. Avoidance of DupUcation and Overldp^ 
ping: There is a multiplicity of export- 
facilitating organisations like the Export 
Promotion Councils, the Commodity 
Boards, the Federation of Indian Export 
Organisations, the Trade Development 
Authority and similar other organisations. 
There is lack of clarity in the fundtions. 
of these bodies resulting in dupliCatiori, 
overlapping and absence of much needed 
coordination. There is need for correc¬ 
tion and improvement in this behalf, 
The recommendation of the Alexander 
Committee’*® can serve as a useful guide 
in this connection. 

9. Setting up of an Export Import 
Bank: With the narrowing down of* 
technological gap between nations, there 
is a diminution in the quality superiority 
of products claimed by individual coun¬ 
tries. Due to rising cost of production, 
there is a sharp fall in the price advan¬ 
tage enjoyed by particular producing- 
exporting countries. Moreover, there is 
a marked inertia of market forces to 
respond to other export promotion 
measures. Under such circumstances, 
export finance has assumed great impor¬ 
tance as an effective marketing tool. 
World trade on credit has been rising 
quite fast, and there is a world-wide 
competition in sales on credit. In view 
of these new dimensions and in view of 


Export Promotion Expenses per One Million Dollars of Exports of Industrialised 

Countries and India 

(Within brackets : value of exports in million U.S. dollars) 


Country 

1968 

1970 

1972 

1975 

UK 

1591 

1641 

1932 

2081 


(15460) 

(19382) 

(24377) 

(44109) 

Italy 

2160 

2075 

1790 

1148 


(I0I86) 

(13206) 

(18507) 

(34815) 

Japan 

2467 

1848 

1067 

564 


(12971) 

(19318) 

(28591) 

(55817) 

E'rance 

1217 

1061 

945 

514 


(12903) 

(18098) 

(26451) 

(53118) 

USA 

315 

368 

424 

220 


(34636) 

(43224) 

(49758) 

(107592) 

West Germany 

289 

243 

203 

120 


(24888) 

(34228) 

(46731) 

(90166) 

Canada 

1339 

782 

529 

316 


(13068) 

(16747) 

(21165) 

(33844) 

India 

23623 

27246 

38662 

39605 


(1761) 

(2026) 

(2452) 

(4299) 
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to. the great export potential including that 
for capital goods and turn-key projects, 
an export-import bank was a long- 
felt need. 

10. Enlarginfr the Scale of Operations: 
The magnitude of export efforts that India 
has to put in demands that the scale of 
operations of the organisations like the 
Indian Institute of Packaging, the Export 
Inspection Council and the Trade Fair 
Authority of India, should be enlarged 
, in geometrical progression. It must be 
' realised that unless an image is built 
through rigorous advertising and publi¬ 
city—both by brand promotion and 
generic advertising—the country’s pro¬ 
ducts are not going to sell in the world 
markets. This is not to under rate the 
good work being done by these organisa¬ 
tions in their respective fields. 

^ II. Indian Joint Ventures Abroad: India 
has successfully undertaken joint ventures 
and turn-key projects in foreign coun¬ 
tries. The pace of such exports to both 
the developed and developing countries 
should be accelerated. India, with a well 
developed technological and man-power 
base, is equipped admirably to do so. 

12. Foreign Collaborations in India: 
More and more businessmen should be 
persuaded to establish joint ventures in 
export oriented industries. This would 
be necessary in order to fill in gaps in 
capital needs and the availability of 
latest technology. Here, the multi¬ 
national corporations have a great role to 
play. Jt is true to some extent that the 
export performance of MNC’s in India 
has been poorer than that of Indian 
export houses. This has to be viewed in 
the broader perspective of the country's 
needs for the home market, in addition 
to exports. It is all a matter of regula¬ 
ting the foreign collaborators so as to 
make them observe a polycentric ap¬ 
proach. This task should be taken up in 
right earnest. 

13. Availing of Free Trade Zones of 
Other Nations: There are a number of free 
trade zones established in foreign coun¬ 
tries to encourage consignments and 
re-export of products. India should avail 
of such excellent free trade zone facilities. 
Through this device, considerable savings 
can be made in ocean freight, duties 



and taxes and fabrication of various 
products. 

14. Multilateral vis-a-vis Bdateral 
Trading: In view of the mounting import 
bill, the case of bilateral trading under 
rupee payment arrangements with several 
countries and chiefly the F^st Euro¬ 
pean countries, should be thoroughly 
examined.India should strive more 
for trade in free foreign exchange. The 
socialist countries themselves arc switch¬ 
ing over to multilateral trading in their 
enlightened self-interest. 

This article has spelt out the export 
strategy for the 80\s with special reference 
to the following areas:— 

1. Management of Information 

2. Exports to be Declared a Priority 

Sector 

3. Setting up of a Follow-up Depart¬ 
ment 

4. Product Planning for Exports 

5. Training in Export Marketing 

6. State Trading 

7. Cost-benefit Analysis 

8. Avoidance of Duplication and Over¬ 
lapping 

9. Setting up of an Export Import 
Bank 

10. Enlarging Scale of Operations 

11. Indian Joint Ventures Abroad 

12. Foreign Collaborations in India 

13. Availing of Free Trade Zones of 
other natioiis 

14. Multilateral vis-a-vis Bilateral Trad¬ 
ing. 

The foregoing analysis is not to under¬ 
rate the country's achievements in the 
field of exports. The crux of the 
matter is that one should not sit on 
past laurels. There is an urgent need to 
make a giant leap forward. Action on 
the lines of the strategy suggested above, 
should help the producer-exporters, both 
individually and collectively as a nation, 
in achieving the goal. 
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iJFocuB on InduMtry 


Variegated 


jfjlilVDRATED ALUMINA, aiso known as alu- 
LMna trihydratc, is isolated from bauxite 
I’W by the Bayer refining process. Bauxite 
iis ground and mixed with a hot caustic 
I soda solution and autoclaved under steam 
'^pressure. Slurry is digested and alumina 
f goes into solution forming sodium alumi- 
./nate, while the impurities remain in solid 
J form. The solution containing alumina 
^in the form of sodium aluminate is sepa- 
rated from impurities and sent to a hold- 
^ing tank. In the third stage, the clear 
l|i;supersaturated liquor is pumped from the 
holding tank into large tanks called preci- 
ifpitators. After “seeding” with fine crys- 
talline particles of hydrated alumina pro- 
I duced earlier, circulation is started thro- 
j ugh air-lift pipes. During circulation 
y new crystals formed by cooling are sepa- 
■ rated from of the solution. After sufficient 
alumina lias separated, the crystals are 
i settled and washed free of caustic liquor. 

Wide Application 

Hydrated alumina has wide application 
' ,i& the chemicals and ceramics industiy, 
Havering various products such as non- 
ric alums (aluminium sulphate); alumi- 
aiuin fluoride and cryolite; aluminium 
droxidc gel (for the pharmaceutical in- 
lustry); tooth paste; ceramic and potte- 
|%ies; absorbant alumina; catalyst carrier 
|*(and molecular sieves and other catalysts; 
^special types of glass; fire retardants in 
carpet backing, underlays and plastics; 
coating pigments for the paper industry; 
fillers in plastics and rubbers, sagger wash; 
/ zeolites for water treatment and detergents 
.^and other alumina-based chemicals. 

At present the highest consumer of 
I hydrated alumina in India is the alum in- 
|4ustry producing mainly non-ferric alumi- 
wnium sulphate. Aluminium sulphate is 
Jproduced by the reaction of alumina 
hydrate with rulphuric acid. Alum made 
om hydrate is mainly used for paper 
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Uses of Hydrated Alumina 


sizing, water purification, mordant in 
dyeing yarns, wraps and fabrics and treat¬ 
ment of leather, etc. 

The second largest consumer of the 
hydrated alumina in India is the alumi¬ 
nium fluoride and cryolite industry which 
in turn is used in the reduction of alumina 
to aluminium metal. 

Hydrated alumina is processed to alumi¬ 
nium hydroxide gel, a basic ingredients 
used for producing antacid tablets, and 
for the manufacture of tooth paste. 

Ceramic Industry 

Hydrated alumina is used by the cera¬ 
mics and potteries industries for increas¬ 
ing lustre and giving smoothness to the 
glaze in the white wares and it increases 
resistance to thermal shocks and to chemi¬ 
cal attacks. 

One of the larger market areas for 
hydrated alumina is in the manufacture of 
alumina-based catalyst carrier. The main 
products in this area include adsorbants, 
drying agents, activated alumina and 
molecular sieves and catalysts used in the 
petroleum and petrochemical industry. 

Hydrated alumina, if added directly to 
the glass melt in proportion between two 
to four per cent of the total batch, redu¬ 
ces viscosity of molten glass, helps fusion, 
reduces corrosion of the furnace refrac¬ 
tories, facilitates annealing, retards devi¬ 
trification, increases resistance to chemi¬ 
cal attack and improves the mechanical 
strength and appearance of the finished 
glass. It is rapidly replacing Feldspar or 
Nephline Syenite which has been used in 
past to supply the necessary percentage 
of alumina in glass, j^azes and composi¬ 
tions. The addition of hydrated alumina 
also sets up glass more quickly in bottle 
moulds and produces a skin which does 
not show mould marks. 

Alumina trihydrate as afire retardant 
is an endothermic reaction releasing 


chemically combined water at around 
600°F. Upon ignition, the chemically 
combined water is driven of in the form 
of steam lowering the surface temperture 
and thus retarding flames. Besides giving 
flame retardance in proportion to its level 
of use, the addition of hydrated alumina 
offers low smoke eontributton and a low 
volume of toxic fumes. For this purpose, 
it is used as fillers in carpet backings, wire 
and Cible insulation, fibreglass reinforced 
polyester plastics, flexible vinyl plastics, 
acrylics, and many other plastic systems. 

Hydrated alumina is also being used as 
a coating pigment in the paper industry in 
most of the developed countries. Here . 
the hydrate is used as a source of alumina 
gel coating meterial for titanium oxide 
reducing its tendency to yellow the paper 
on ageing. In addition, the hydrate gives 
the paper brilliance, high capacity, better 
ink receptivity and resistance to cracking. 

Added Properties 

Alumina hydrate adds a number of pro¬ 
perties to natural and synthetic rubber. 

It gives high tensile strength, high tear 
resistance and high modulus of elasticity 
accompanied by good resilience. Rubber 
articles of intricate shape and configura- , 
tion may be easily stripped from moulds 
when alumina is employed in the forma¬ 
tion. 

Alumina hydrate is used as a mould or 
sagger wash in the ceramics industry to 
prevent the sticking of metal and ceramic 
parts at hi^ temperatures. 

In the detergent industry; zeolites are 
fast replacing phosphate builder systems. 
Without sacrificing cleaning power, zeo¬ 
lites are much more environmentally com¬ 
patible with effluent water than phos¬ 
phates. Synthetic zeolites are sodium 
alumina silicate compounds produced by' 
the reaction of hydrated alumina, caustic 
soda and. sodium silicate. 







«TATE OF THE 
ECONOMY 

t i • 


iDtSTMt Rate Ceiling 
on Debentures 


banks on term deposits and 
recurring deposits accepted or 
renewed on or after March 2, 


liearer Bond Bill was within 
legislative compelance, he 
said he expected to mop up 
from the scheme about 
Rs 1,000 Cl ore. He remarked 
that in case he got Rs 10,000 
crere as stated by one of the 
members “you will see how 
many concessions are provided 
in the subsequent budgets’*. 

Rupee-Pound Exchange 


In order to encourage large 
industrial units to raise their 
requirements of investment 
^finance through their own 
^efforts, the Finance Minister 
announced in his Budget 
Speech the incicase in the 
interest rate ceiling on de¬ 
bentures from 12 per cent as at 
present to 13.5 per cent. This 
will encourage the listed public 
companies to mobilise re¬ 
sources through financial 
markets by greater efforts in 
this direction and, thus, reduce 
the burden on the term lending 
institutions. In accordance 
with this announcernent, 
the guidelines for the issue 
‘ of public debentures dated 
October 27, 1980 have been 
revised raising the celling of 
inteiest rate on debentures 
from 12 per cent to 13.5 per 
cent. 

Post Office Tima 
Deposits 

The Finance Ministry has 
issued a notification raising 
the interest tales on post- 
office time deposits of one 
year, two-yeai and three-year 
maturity. The revised rates 
will be calculated at half-yearly 
^ basis. 

The increased rates on the 
time deposits have been made 
in pursuance of the proposals 
made in the budget. The 
interest rate on one-year time 
deposit has been increased 
from eight per cent to 8.5 per 
cent per annum, on the two- 
year deposit from 8.5 to 9.5 
per cent and that on the 
three-year deposit from nine 
per cent to 10.5 per cent. 

Deposit interest Rotes 

The Reserve Bank of India 
has revised the interest pay¬ 
able by scheduled commercial 


1981. The new rales are 
applicable to regional rural 
banks and for foreign currency 
non-resident deposits. De¬ 
posits from one-year and above 
but less than two years will 
be 7.5 per cent, while deposits 
between two to three years 
will be 8.5 per cent. Deposits 
for three years and above 
will be 10 per cent. An addi¬ 
tional 0.50 per cent margin 
is allowed for regional rurid 
banks on term deposits of 
less than three years and sav¬ 
ings deposits, to be used at 
their discretion. 

Bearer Bonds 

The Union Finance Minister, 
Mr R. Venkataraman, dec¬ 
lared in Lok Sabha re¬ 
cently that the special bearer 
bonds carried a hidden tax 
element of nearly 40 per cent, 
though the effective rate was 
35 per cent. 

Stoutly defending the 
special bearer bonds scheme, 
Mr Venkataraman asserted 
that apart from providing con¬ 
cealed gains for the ex¬ 
chequer, it would enable the 
Government to mop up liquidi¬ 
ty, which would go a long 
way in containing inflationary 
pressures. Besides, the money 
thus collected would be used 
for productive purposes. 

He told the House that 
there was nothing new in the 
Special Bearer Bonds Bill. 
Citing examples, he main¬ 
tained that the Government 
had also taken steps in the past 
to mop up black money. The 
Special Gold Bond Scheme, 
introduced in 1965 was nothing 
but a replica of the present 
Bill. Besides, the Government 
had mopped up huge funds 
through the voluntary dis¬ 
closure scheme. 

Asserting that the Special 


The Reserve Bank of India 
on March 2, announced an 
upward revision of the rupee 
by 2.50 per cent in relation 
to pound sterling with im¬ 
mediate effect. The buying 
and selling rates have been so 
fixed as to give a middle rate 
of Rs 18.00 per pound sterling 
compared with the exirting 
rate of Rs 18.45 per unit. 

The new buying and selling 
rales for the spot delivery are : 

Buying : Pound sterling 
5.5710 per Rs 100 (Corres¬ 
ponding to Rs 17.95 per ster¬ 
ling). 

Selling : Pound sterling 
5.5402 per Rs 100. (Corres¬ 
ponding to Rs r’.05 per 
sterling). 

New Rupee-Rouble 
Exchenge Rate 

An exchange rale of 
Rs 9.7396 per rouble has been 
fixed for setting all existing 
and future credit agreements 
and commercial transactions 
between India and the Soviet 
Union. The new exchange 
rate takes effect from February 
26, 1980, according to a noti¬ 
fication issued by the Com¬ 
merce Ministry recently. Th». 
rate, which has been fixed 
in accordance with the Indo- 
Sovicl protocol of November 
1978 following a change in 
the rupee value, shall also 
apply to works contracted in 
Indian rupee, in which the 
price is linked to the rupee- 
rouble exchange rate. 

Rabing Irrigation 
Potential 

Mr Z.R. Ansari, Union 
Minister of State for Irriga¬ 
tion, informed Lok Sabha re¬ 
cently that the Government 


proposed to raise irrigatio^ 
potential through ground watejl; 
sources in the country durjng^ 
the current Plan. The Minister^ 
said that the Sixth 
(1980-85) envisages creation of 
seven million hectares potential 
of irrigation from ground water 
sources. It was estimated 
that an amount of Rs 3,20Q 
crores would be required to 
achieve this target. Thq 
amount will comprise of Rs 95? 
crores through private invest¬ 
ment, Rs 1,600 crores through 
institutional ii.vestment, Rs 50C 
crores under State Plans aiuj 
Rs 150 creres by the Central 
Sector Schemes under the In¬ 
tegrated Rural Developmotil 
Programme. 

Power Seminar 

The replacement of maniiE' 
controls with automatic onet 
and a i eduction of oversize^t 
foreign material in the coa 
fed to bunkers are some o 
the measures suggested foi 
immediate execution at therma 
power stations in the country 
These suggestions were mad< 
at a two-day power semina’ 
held iccently. 

The seminar was sponsoret 
by the state-owned Bhara 
Heavy Electrical Limiter 
(BHEL) to facilitate disoug 
sions among policymaketfi 
foreign collaborators ant 
users and manufacturers d 
power equipment. The oB 
jeetive was to sort out proji 
lems being faced in the gene 
ration of power by thermc 
units, particularly those of 2l£ 
MW capacity which take 
long time for stabilisation. 

Among the problems ident: 
fled by the experts at tl| 
seminar were those of ai 
handling systems, control ti^ 
ing, seal air system, 0{M| 
ash reject system and of dj 
signing centrifugal fans. 

Before attending the 
nar, the experts from the 0^1 
bustion Engineering, 

Air Pre-Heater Corpora^t^ 
US, and the KICK, Wfe 
Germany, visited eight thef^ 
plants in different parM''^ 
the country. 

The seminar reconunet^ 
more frequent visits of a 
team of customers, coUaew 
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lots and manufacturers of 
equipment to plant sites 
‘ r on-the-spot solutions, 
eoiganisation of spare parts 
.'management to ensure their 
/faster availability and deputing 
jjpf trouble-shooting teams 
/bf specialists in erection and 
'Commissioners near the sites 
ensure timely and prompt 
; rectification. 

lUssIstance from 
pWist Germany 

India and West Germany 
sJjjjeccntly signed two agreements, 
v^bne, providing for the supply 
f.bf an Indian Ocean research 
^*®ye8sel, approximately valued 
|;*4t.Rs 20 crores, and second, 
■^l>n the setting up of an 
ih*^nstitutc for tool-room train- 
in Lucknow. The it sti- 
^ Jute is designed to increase the 
^'.Sfficiency of small enterprises 






UP engaged in metal work- 


TftJg, plastic and rubber pro- 
gj^cssing industry. An amount 
|w>f rupees five croics^is being 
iSvovided as outright V«nt fc r 
fl^hc purpose. 

The agreements were signed 
|;%y German Foreign Minister, 
Jdians-Dietrich Gerschcr, on 
j^liiehalf of his country and 
P^inance Minister, Mr R. 
f /enkataraman. 

^ The research, vessel will 
cate commercially ex- 
b*Sloitablc deposits like hydro- 
arbons, polymetallic nodules 
jid calcareous and phos- 
)hatic depo.sits. It will also 
tudy- meteorological pheno- 
^^ena and explore marine bio- 
l^^gy possibilities. 

TH[e grant of Rs 6.75 crores 
dll be used for the scientific 
Equipment to be installed on 
““le vessel and to cover the 
sts of training, the loan will 
itso cover the costs of the 
ijlionrtruction of the ship. 

The credit will have a 
I* ^aturity of 50 years and a 
i Tacc period of 10 years; the 
^®Vtcrcst rate is 0.75 per cent. 


I 


^tidd’Bulgarian Trade 

Itade and industrial col- 
I ih^ation between India and 
f^Ufaria will receive a boost 
fa period of five years 
' |4iding 1985. The two-way 
jrlUllnover, which is estimated 
47 crores in 1980, is 
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expected to touch a level of 1980. In 1981, it is expected 
Rs 160 crores to Rs 240 to rise further by over 10 
crores by 1985. percent. 


Moreover, the two countries 
may join hands in under¬ 
taking projects in third coun¬ 
tries, apart from promoting 
economic cooperation in 
setting up plants in India in 
the field of chemicals, agri¬ 
culture and electronics. 

Bulgaria has also agieed to 
import more goods from India 
in order to reduce the huge 
trade deficit faced by the 
latter. A working group on 
trade will be formed soon to 
review the progress from time 
to time. 

These were some of the 
highlights of the agreed 
minutes signed recently by 
the Minister for Commerce, 
Steel and Mines, Mr Pranab 
Mukheijee, and Mr Hristo 
Mristov, Minister for Foreign 
Trade cf Bulgaria after de¬ 
tailed discussions. 

New Products 

Mr Hiistov pointed out that 
in addition to the already 
signed coinncts fer supplies 
from Bulgaria of soda ash, 
urea, steel products, prt>ducts 
of the machine building and 
electronic industries, re¬ 
presentatives of the concerned 
foreign trade organisations 
have subn.itted offers for 
supply of more quantities of 
diesel, other petroleum pro¬ 
ducts, urea, HR coils, bulk 
carriers and some other com¬ 
modities. 

The question of MECON 
giving consultancy for setting 
up a steel plant in Bulgaria 
is under consideration, said 
Mr Mukherjee. 

Mr Mukherjee stated in 
leply to a question that the 
trade turnover which had dec¬ 
lined sharply in 1978, started 
picking up after the rupee 
trade was ended from January 
I, 1979. In 1976, the turnover 
had amounted to Rs 34.9 
crores and it came down to 
Rs 30. J crores in 1977. The 
trade fell further sharply to 
Rs 18.2 crores in 1978. It, how¬ 
ever, picked up remarkably 
to Rs 44 crores in 1979 and 
is estimated to have increased 
further to Rs 47 crores in 


Sugar Production 

According to the Indian 
Sugar Mills Association, the 
sugar production during the 
second fortnight of January, 
1981 was about 637,000 tonnes 
as against 514,000 tonnes 
during the same fortnight last 
year. The total production 
in the month of January, 
1981, the fourth month of the 
season 1980-81, was about 
1,219,000 tonnes as against 
979,000 tonnes during the same 
month last season. This brings 
the total output during the 
first four months of the season 
1980-81 to 2,634,000 tonnes as 
against 2,036,000 tonnes dur¬ 
ing the corresponding period 
last year. 

The off-take of sugar from 
factories during the second 
fortnight of January was about 
236,000 tonnes for internal 
consumption and nil for ex¬ 
ports as against 230,000 tonnes 
for internal consumption and 
1,000 tonnes for exports during 
the same fortnight last season. 
The despatches during the 
month of January were 417,000 
tonnes for internal consump¬ 
tion and nil for exports as 
against 325,000 tonnes for in¬ 
ternal consumption and 1,000 


tdnnes for exports during the 
same month last season. The 
total off-take in the first four jf 
months in 1980-81 wa&^' 

1,450,000 tonnes for internal 
consumption and nil for ex¬ 
ports against 1,792,000 tonnes 
for internal consumption and 
180,000 tonnes for exports 
during the coriesponding 
period last season. The total 
closing stock of sugar with 
the factories as on Januaiy 
31, 1981, was about 1,779,000 
tonnes as against 2,151,000 
tonnes on the same date last 
year. 

Tea, Coffee Export 
Target 

The target set in the budget 
for the export of tea during 
1981-82 is 240 million kg. 
worth Rs 430 crores as 
against estimated exports of 
149,16 million kg worth 
Rs 279.34 crores during 1980- 
81. The target for produc¬ 
tion of lea during 1981-82 is 
610 million kg as against the 
estimate production of 560 
million kg of tea during 1980- 
81. 

The budget estimates for 
1981-82 provide for payment 
of Rs 5,37 crores to the Tea 
Board against collection of 
cess, besides Rs 50 lakhs to¬ 
wards replantation subsidy 
scheme under the Plan and 
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Rs 5.20 crores as loans for 
Plan schemes. 

Similarly, the target for ex¬ 
ports of coffee (luring 1981-82 
is 80,000 tonnes worth 
Rs 160 crores as against ex¬ 
ports during 1980-81 of 68,000 
tonnes worth Rs 170 crores. 

The revised estimate of pro¬ 
duction of coffee during 1980- 
81 was 135,000 tonnes 
and the target for production 
during 1981-82 is 136,000 
tonnes. 

The budget estimates pro¬ 
vide for payment of Rs 486.64 
lakhs to the Coffee Board 
against collection of cess, 
Rs 146.50 lakhs (plan) as 
grants-in-aid and Rs 2.16 
chores as Joans for its Plan 
schemes. 

New Coach Factory 

The Railway Ministry pro¬ 
poses to set up a new coach- 
building factory, and some 
preliminary discussions in this 
regard have taken place with 
the World Bank. Giving this 
information to Lok Sabha, 
Railway Minister, Mr Kedar 
Pandey said that the World 
Bank had shown “interest in 
the project.” The existing 
manufacturers of coaches in 
India in the Sixth Plan would 
not be able to meet the growth 
of passenger traffic fully, he 
added. 

As regards additional pas¬ 
senger trains, the Deputy 
Minister said that in view of 
the national economy demand¬ 
ing a higher priority for meet¬ 
ing the freight traffic needs 
as also the inadequacy of 
passenger coaches, it had been 
decided to go slow with the 
introduction of additional pas¬ 
senger trains for the time 
being. Details of introduction 
of additional trains, if any, 
would be finalised at the lime 
of revision of time-tables in 
April and October this year. 

Export of Cashownut 

India’s cashew kernels ex¬ 
port during 1980 touched an 
all-time high of Rs 151.05 
crores an increase of 40 per 
cent over the previous years 
Rs 107.80 crores. 

This performance was des¬ 
pite a marginal decline in the 
export, which was 38,856 ton¬ 



nes during the period as against 
37,287 tonnes in 1979. The 
increase in earnings was due 
to the increased average unit 
export price during the year. 

The Soviet Union, which 
imported 22,780 tonnes ac¬ 
counted for 62 per cent of 
the total exports. The in¬ 
takes by other major con¬ 
suming countries were low. 
Exports to the US traditionally 
the largest market for Indian 
cashew until recently, slumped 
to a record 5,948 tonnes in 
1980 from 12,949 tonnes in 
1979. Exports to the UK, 
Canada, the Federal Republic 
of Germany, Australia and 
Japan also declined. 

Exports of cashew-nut shell 
liquid in 1980 showed a down¬ 
ward trend. As against an 
export of 11,441 tonnes valued 
at Rs 12.83 crores in 1979 
exports in 1980 were only 
10,699 tonnes valued at Rs 
49.49 crores. 

Trade Fair in Dacca 

Mr Jamaluddin Ahmed, 
Deputy Prime Minister and 
Minister for Industry, People's 
Republic of Bangladesh, 
inaugurating the first-ever 
Indian Engineering Trade F^air 
in Bangladesh on March 
2, 1981, staled that Bangla¬ 
desh believes in cooperation 
amongst developing countries 
particucularly with the regio¬ 
nal countries of South Asia, 
in the field of technology. 
The fair, organised by the 
Association of Indian Engi¬ 
neering Industry (AIEI) at the 
premises of the Bangladesh 
Shilpakala Academy, was also 
addressed by Mr Chowdhury 
Tanbir Ahmed Siddiky, Stale 
Minister of Commerce and 
Mr Khurshid Alam Khan, 
State Minister of Commerce 
for India. 

Mr Jamaluddin Ahmed 
said that the Ir.dian Engi¬ 
neering Trade Fair has been 
organised at a lime when 
the speed of development in 
Bangladesh was gaining mo¬ 
mentum. Expressing appre¬ 
ciation of the progress and 
growth of the Engineering In¬ 
dustry in India, the Bangla¬ 
desh Deputy Prime Minister 
expresse(i the hope that 
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Bangladesh could benefit from 
the technological growth 
achieved by India as there was 
considerable scope for techno- 
lofy transfer for the industrial 
development of Bangladesh. 

Speaking on the occasion, 
Mr Khurshed Alam Khan, 
State Minister of Commerce 
for India, expressed the hope 
the Indian Engineering 
Tirade Fair, would forge 
closer economic and technical 
cooperation between India and 
fongladesh for mutual advan¬ 
tage. Mr Khan, emphasised 
that Indian industry could play 
a significant role in promoting 
small industries, rehabilitation 
of old units as well as faci¬ 
litate import substitution. 

Uptron Computer 

Uptron has introduced a 
low cost computer for com¬ 
mercial and scientific appli- 
Wions. This is the first 
ih^genous computer within 
hipee one lakh price range. 
The unit designated as System 
BOO has powerful processor, 
64,000 words of elcctro- 
lic memory, dual floppy 
disc drives with 512,000 
words of auxialiary memory, 
full 1760 Character Visual Dis¬ 
play Unit and a 132 column 
Standard Printer. 

Uptron representatives in- 
licated that they exj^ct the 
Jystem 800 to us^cr in a re¬ 
solution in computer training 
ind use because of the power- 
id features provided including 
•tandard computer languages 
ike Fortran and its under 
me lakh rupee price tag. 

The company also manu- 
actures a range of Data 
Jntry Systems which have 
ound wide acceptance in the 
larket. The systems can be 
ised for data entry to any 
lainframe computer as well 
s Uptron range of computers, 
deluding System 800. 

Other pro<lucts includes DL- 
00 series of Data Acquisition 
ystems for monitoring and 
ontrol of process industries, 
ystems have been supplied 
? a number of power genc- 
2^on plants and distribution 
mtions under various State 
StPtricity Boards. 

ismiN flCX>NOMIST 


Uptron has also made an 
entry in the area of com¬ 
puter communication. It is 
presently executing the order 
for terminal equipment for 
computerised seat reservation 
system of Air India. 

Decentralisation of 
Provident Fund 

The Central Board of 
Trustees, Employees Provident 
Fund, considered the report of 
the Ramanujam Committee on 
Working of the Provident Fund 
Organisation recently. There 
was broad consensus for the 
decentralisation of the exist¬ 
ing scheme of provident fund 
with a view to provide efficient 
service to the subscribers 
as recommended by the 
committee. While agreeing to 
decentralisation the members 
were of the view that the 
limit prescribed by the com¬ 
mittee that establishments 
having 100 or more employees 
should maintain provident 
fund accounts and also be 
responsible to pay their claims 
needed some changes. Most 
of the members suggested that 
limit should be on higher 


side and there should be flexi¬ 
bility in implementation. 
Some of the werkers* rep¬ 
resentatives were cf the view 
that decentralisation should 
be taken after carefully con¬ 
sidering all its aspects. 

Names in the News 

Mr R.D. Shah has been 
nominated as Chairman of 
Gujarat State Financial Cor¬ 
poration by the State Govern¬ 
ment. 

Mr M.S. Reddy was elected 
new Chaiiman of Indian 



Mr M.S. Reddy 


Farmei s Fertiliser Coopera -.. 
tivc Limited (IFFCO) re^(i 
cently by the Board of Direc¬ 
tors of the Society. 

Dr A.N. Saxena, an eminent 
expert on management deve¬ 
lopment, has been appointed 



Dr A.N. Saxena 

Executive Diiector of the 
National Pioductivily Council 
(NPC). Earlier, Dr Saxena 
had served the NPC in various 
capacities including that of 
Regional Director and Deputy 
Executive Director. 
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The future of the country 

lies in Electronics Industries... I 

... and KOTHARIS make significant 
contributions by active participation. 



In a phenomenally short time 
(27-3-1980 to February 1981) the 
Kothari Electronics and Industries 
Plant at Maraimalai Nagar grew 
from foundation (tone to pro¬ 
duction. 

* Anticipated production of 60 
million Carbon Film Resistors 
in just 8 months, while the 
rated capacity Is 100 million 
resistors per annum. 

* Production of Water Active* 
ted Batteries started in 
February 1981.8,000 pieces, 
all made to order, to bo pro* 
duced by September 1981, 


* Plans to produce, soon at the 
Hosur plant, professional 
grade polystyrene capacitors. 
And in the near future — 

* 1982 ~ 50 million metallised 
plastic film capacitors. 

* 1983—10 million A. C. Propy¬ 
lene Capacitors. 

* 1985 “ An even more wider 
range of electronic products. 

The total outlay of all these pro¬ 
jects, is to the tune of Rs.18 crores. 


H.C. Kothari. Chairman 


Extract of the Chairman's speech at the 6th Annual General Meeting held at Bangalore on 10th March 1981. 


it gives me great pleasure to wel¬ 
come you all to this 6th Annual 
General Meeting of the Company. 
The Accounts are already with you 
together with the Report of the 
Directors. Before I go into details 
of the Company's activities. I 
would briefly outline the history 
of the Company, if only to high¬ 
light the strident progress by the 
Company since we met last at the 
6th Annual General Meeting. 

The name of the Company ha.s 
been changed to include "Electro¬ 
nics". The scope in Electronics is 
vast and wide. India has hitherto 
been trailing behind in developing 
the Electronics Industry but is now 
emerging actively to catch up with 
developments the world-over. 
Great emphasis is being placed in 
developing telecommunication, 
other professional and consumer 
electronics items, electronics 
equipment, instrumentation and 
controls and in acquiring self-suf¬ 
ficiency m the basic components 
that go into the manufacture of 
these items. 

In view of the fact of the rapidly 
developing electronic equipment 
industry, the demand for basic 
components in the internal market 
is growing and a potential for ex¬ 
port is also emerging. Your Com¬ 
pany has therefore chosei for the 
present, to go in for basic com¬ 
ponents and in this field to manu¬ 
facture Resistors and Capacitors. 
Your Company has already made a 
maior head way m taking up the 
manufacture of Carbon Film Resis¬ 
tors. The building at Maraimalai 
Nagar has been completed and the 
machinery for the manufacture of 
100 million Carbon Film Pesistors 
has already been received from 
Japan, The Plant envisages manu¬ 


facture of 60 million resistors 
during the first year of operation 
itself. 

Your Company has been fortunate 
to enter into collabor.'iiion for the 
manufacture of Polystyrene Capa¬ 
citors at Hosur with Messrs Plessey 
Italin, SpA, Italy, world-renow- 
nod in the field of Capacitor manu¬ 
facturing activities, with provision 
for buy-back also. The machinery 
that will be installed will be the 
most modern, thus giving your 
Company an opportunity to enjoy 
the economies of large scale 
operations. Even more important, 
the quality of the output will be 
such that It would compare with 
world standards and be capable of 
competing in the international 
field. Your Company has also 
obtained the services at Senior 
Management level of experienced 
and competent professionals 
whose capability has been reco¬ 
gnised in the industry and under 
whose guidance therefore the out¬ 
put and efficiency of operations 
would be confidently assured. 

Your Company has also gone into 
the field of Power Sources and 
taken up the manufacture of Water 
Activated Batteries. These are 
Magnesium Cuprous Chloride 
Batteries used with vver.ther 
balloons that are sent up by the 
Meteorological Department almost 
daily m different parts of the coun¬ 
try. They were hitherto not being 
manufactured in the country Indi¬ 
genous knowhow has since been 
perfected and samples accepted 
by the Indian Meteorological 
Department Yoi.r Company has 
obtained exclusive rights to manu¬ 
facture these Batteries based on 
this indigerious knowhow. 


In addition to the above, your 
Company, in order to penetrate 
further in the direction of the 
manufacture of basic electronic 
components, has secured further 
collaborat'on with Messrs Plessey 
Italia S p A., Italy, for the manufa¬ 
cture of two more items. Plastic 
Film Capacitors and AC Type 
Capacitors For the manufacture of 
these two items, your Company 



This does not purport to be a report of the Procez^hif of the Annuel 


intends to avail of the Italian 
Suppliers' Credit for a sum of 
about US Dollars 6 5 million. It is 
estimated that the cost of the 
plant, machinery, buildings, etc. 
for these two items would be of 
the ordor of Rs 9 crores and it is 
proposed to finance this project in 
the c»hape of equity and borrowing 
and for the equity we will be 
coming to you some time early in 
1982. The projects are expected to 
go into produciic.r-, in 1983. 

I would also like to thank the 
Members of the staff at various 
levels who have consistently tried 
to give their best so that the 
implementation of the projects 
would be within the shortest time. 

I would also like to thank, in parti¬ 
cular. the Stale Bank of India, the 
Tamil Nadu Industrial Investment 
Corporation Limited and the State 
Industries Promotion Corporation 
of Tamil Nadu Limitad for extend¬ 
ing to us their unstinted co¬ 
operation. 

Central Weeimf. iCEIL 
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rCOMI^NY 

rAimiRS 


ibenture Issue of 
^ian Rayon 


Indian R;i>oii (.'orpora- 
&ioTi is enlcnnj: ihc capital 
fWarkel on March 16 with a 
Jpublic issue i>r 550,0(X) 
^12 per cent convcrlibfe secured 
“debentures of Rs 100 each at 
>r. 

|j Out ol I lie total debentures 
of Rs 10 crores, debentures 
|Of Rs 4.25 crorcs arc being 
lofTered to existing equity 
shareholders in the ratio of 
1:10 and debentures of Rs 25 
hlakhs arc reserved for em- 
oployccs, directors and busi- 
pness associates. 

The proceeds of the issue 
Jwill be utilised to finance the 
*Rs 20-crorcs expansion and 
^lodernisatioii programme, ac¬ 
cording to Director, Mr B.L. 
jShah. The expansion of viscose 
Vilamenl rayon yarn from 5,800 
Jto 7,.^00 tonnes, carbon-di- 
%ulphide from 1829 to 2750 
Jtonnes. sulphuric acid from 
^10,477 to 16,500 tonnes and 
anhydrous sodium sulphate 
Ifrom 2625 to 5100 tonnes is 
3ikely to be implemented by 
dhc end of this year. As a 
iresult of this the turnover 
will increase from Rs 60 crores 
•to Rs 80 crores. 
i Mr Shah has told newsmen 
<hat a new Rs 10 crores in¬ 
sulator plant with a capacity 
pf 6,000 tonnes is being 
fut up at Kalol in Gujarat 
Jn two phases. The first 
phase will be ready by the 
^middle of this >car and the 
iecond pha^:e a year there¬ 
after. This \\ill give an addi- 
lional turnover ofRs 15 crores 
n 1982-83. The Rs 35-crore 
^ment plant vviih a capacity 
bf 540,000 tonnes is ex¬ 
pected to be set up in Kerala 

1984, giving an additional 
itenover of Rs 25 to 30 crore. 
f; He has stated that the gross 
fit of Rs 2.24 crorcs on a 
over of Rs 24.10 crores 



in 1975-76 has risen to Rs 9.25 
crores on a turnover of 
Rs 60.53 crores in the year 
ended June 30, 1980. The 
issued capital of Rs 4.38 crores 
is supported by reserves cf 
Rs 11.62 crores. 

Mentioning the highlights of 
the debentures. Mr Shah has 
stated that each debenture of 
Rs 100 carries the right to get 
one equity share for Rs 20 on 
June 30, 1982, as against the 
present market prices of Rs 75, 
giving a gain of Rs 54.50. 
Thereafter, the intcicston the 
balance amount of Rs 80 at 
13 per cent comes to Rs 10.40 
on an investment of Rs 25. 
yielding an effective gross re¬ 
turn per annum of about 41,5 
per cent. 

Cosmo Films 

Cosmo Films, which made 
a public issue of 441,000 
equity shares of Rs 10 each 
in July, 1980, has commenced 
commercial production of bi- 
axially oriented polypropylene 
(BOPP) film at its plant at 
Aurangabad. According to 
Mr Ashok Jaipuria, Vice Chair¬ 
man and Managing Director, 
trial runs of the plant were 
successfully completed in 
January in the presence of the 
technicians deputed by the 
West German suppliers of the 
plant. Bruckner Maschinenbau. 

The company is licensed to 
manufacture 800 tonnes per 
annum of BOPP film in the 
thickness range of 10 to 50 
microns. The company has 
already imported adequate 
quantities of its basic raw 
materials to meet its one and 
a half year's requirements. In 
the current year, the capacity 
utilisation is expected to be 
around 65 per cent. The turn¬ 
over in 1981 is estimated at 
Rs 3 crorcs, which should 
yield a gross profit of about 
Rs 25 lakhs. For 1982, the 
plant is expected to achieve 


its full rated capacity. Mr Jair 
puria, has indicated that if 
all goes well the company 
should be able to declare a 
maiden dividend for 1982. 
Looking at the working re¬ 
sults for 1982, even declara¬ 
tion of a maiden interim divi¬ 
dend might be considered by 
the board at an appropriate 
time. 

According to Mr Jaipuria, 
the company will be the first 
company in India to produce 
heat-sealable BOPP films. The 
quality and low cost ad¬ 
vantages of the BOPP film is 
expected to precipitate switch¬ 
over from conventional ma¬ 
terials such as PVC cellophane 
and aluminium foil. 

Mipco Enters Market 

Mipco Seamless Rings, 
Gujarat, proposes to enter 
the capital market shortly 
with a public issue of 15 lakhs 
equity .shares of Rs 10 each 
at par. The proceeds of the 
issue will be utilised for finan¬ 
cing partly the company's 
Rs 5.85 crores project being 
set up at Bharuch^ Gujarat, 
a notified backward area, for 
the manufacture of rolled rings 
for bearing races. 

The company holds an in¬ 
dustrial licence to manufac¬ 
ture seven million rolled rings 
for bearing races per annum. 
The main plant and machinery 
is being imported from Thyssen 
Machinebau Aagner of West 
Germany, which has more 
than 200 similar plants in 
successful operation around 
the world. The imported plant 
and machinery is expected to 
arrive at the site by July, 1981. 
The main raw material re¬ 
quired for the project is non- 
rolled round steel bars, which 
is available in required stan¬ 
dard from several indigenous 
manufacturers. Tf all goes 
well, production is expected to 
commence in the last quarter 
of 1981. 

The new project will be 
based on the latest inter¬ 
nationally used technology for 
the manufacture of rolled 
rings. There arc currently 
eleven ball, roller and needle 
bearing manufacturers in the 
organised sector in the coun¬ 
try. A few new projects 


have also beim licensed^ with 
a view to meeting the country*s ^ 
rapidly increasing demand fo?«s 
bearings. At present the 
demand for bearing rings is 
placed at 50 million units, 
while the present indigenous 
production is barely around 
two million units. Even with 
the company's unit achieving 
full production of seven mil¬ 
lion units per annum a large 
unsatisfied demand is still ex¬ 
pected to continue. When 
the plant goes on stream, the 
roller bearing industry will 
benefit in many ways. ) 

Ajay Paper Mills 

Ajay Paper Mills proposes 
to enter the capital market 
some time next month with a 
public issue of 760,000 
equity shares of Rs 10 each 
at par to finance its blended 
yarn spinning project. The 
spinning mill, to be known as 
Orient Syntext, is being set 
up at Bhiwadi, Rajasthan, for 
the manufacture of cotton, 
acrylic and synthetic blended^ 
yarns. In the first phase, the 
company proposes to instal 
16,720 spindles which will be 
raised to the licensed capacity 
of 28,000 spindles in the second 
phase. Commercial produc¬ 
tion of some spindles has 
already commenced since 
January last and a total of 
14,336 spindles is expected to 
be commissioned by June next. 

Meanwhile, Ajay Paper Mills 
has fared well for the 18- 
monlh period ended Decem¬ 
ber 1980. After providing 
Rs 30.23 lakhs for deprecia¬ 
tion, Rs 26.82 lakhs for invest¬ 
ment allowance reserve and 
Rs 43,000 for taxation, there 
is a surplus of Rs 5.89 lakhs. 
Equity dividend has been 
passed over in view of the re¬ 
sources needed for the spinning 
mill project. The company’s 
equity capital of Rs 73.41 
lakhs is supported by reserves 
of Rs 51.87 lakhs as at the 
end of 1980. 

Volrho Issue 

Volrho Limited will enter 
the capital market on April 6 
with an issue of 10.55 lakh 
equity shares of Rs 10 each 
for cash at par. The company 
has been promoted by Voltae 



m technical and financial col- 
I laboration with Rhone-Pou- 
iHence of France and in asso¬ 
ciation with the Andhra 
Pradesh Industrial Develop¬ 
ment Corpoiation. Rhone- 
Poulence, it is claimed, is 
the world’s fifth largest pro¬ 
ducer of agro-chemicals with 
annual sales of nearly Rs 7,000 
crores. 

Volrho has been manufac¬ 
turing pesticide formulations 
since 1976 and is currently 
setting up a plant for the 
|4Yianufacture of technical 
\^ade pesticides, including 
fhosalone. Phosalone is a 
speciality pesticide, it has very 
low residual toxicity and it 
will be manufactured for the 
first time outside France. The 
plant is located at Patancheru 
in Medak district, Andhra 
Pradesh, a notified backward 
area, and will be completed 
in the latter half of 1982. 

The formulation unit has 
been set up with a total in¬ 
vestment of Rs 1.75 crores 
r-and the second phase for the 
manufacture of technical grade 
pesticides is estimated to cost 
Rs 15.15 crores. The total 
project cost is Rs 16.90 crores 
of which equity capital will 
be Rs 4 crores. 

Bhadnichalam Paperboards 

At the annual general meet¬ 
ing of Bhadrachalam Paper- 
Boards Ltd held, on February 
20, 1981, the Chairman, 

Mr R.C. Sarin mentioned that 
the unit had recorded a profit 
of Rs 13 lakhs in the first 
year of its operation. He men- 
^ tioned that even though he was 
pleased that the project had 
been completed on time and 
with very modest overruns, 
there was no room for corn- 


ins paper, creamwovc, map- 
litho, duplex board, absorbent 
kraft, MF & MG krafi, milk 
carton board. Mr Sarin 
mentioned that the paper in¬ 
dustry has enormous potential 
in the future and there was 
no doubt that it would grow 
with increased industrialisa¬ 
tion and urbanisation. 

MRF Ltd. 

MRF has reported sales 
of Rs 128 crores for the year 
ending September 30, 1980 as 
against Rs 103 crores in the 
previous year. Aficr pro¬ 
viding for a depreciation of 
Rs 1.72 crores, and an invest¬ 
ment allowance of Rs 0.10 
crores the profit before tax 
is Rs 2.72 crores as against 
rupees three crores in the pie- 
vious year. Aftei nii'king a 
provision of rupees one crorc 
for tax, a sum of Rs I.I7 
crore, has been transfLiad lo 
the general rcscr\e taking ihc 
total reserves aiul surplus u> 
Rs 7.77 crores and net worth 
to Rs 11.4 crores. The Direc¬ 
tors have recommended di\i- 
dend of 15 per cent subjLci to 
tax, at their board meeting 
held on February 20. 19SI. 

The sales for llic first lour 
months of the current \e'ir 
were Rs 44.5 crores as against 
Rs 34.7 crores for the cor¬ 
responding period of the pre¬ 
vious year, which is an in¬ 
crease of 28 per cent. I his 
increase was achieved in spile 
of quite adverse market con¬ 
ditions. There was a shortage 
of diesel in some pockcis 
during the first two months of 
the current year which led lo 
a lower off-take of tyres. The 
market is expected to improve 
slightly in the coming summer 
months. Last year the Mans¬ 
field Tire & Rubber Co, 


placency and that their cs- USA, oflered about 50 per 
sential task was to change cent of its shareholding in 
their own internal attitudes MRF to the Indian resident 
from that of looking at a shareholders at a price of 
project to that of running an Rs 14 per share. This year 
enterprise. The main pro- also Mansfield Tire & Rubber 
ducts are carton board and Co, is offering its remaining 
kraft paper. The company shareholdings in MRF at the 
has captured 20 per cent of same price i.e., Rs 14 per 
the carton board market and share. For every 10 shares 
nearly seven per cent of the held by the shareholder, he 
kraft paper market. The mill will be entitled to get one 
has also sold or made on a share at Rs 14. The Mansfield 
trial basis a wide range of Tire & Rubber Co, USA are 
products such as offset print- pasting shortly the letter of 


offer on right basis to those 
shareholders of MRF who 
were on register of members 
as on January 21, 1981. 

Massey-Ferguson 

Ma sscy- Fc rg u son Li m i led 
has received the approval for 
the $ 200million Government- 
backed portion of ihe com¬ 
pany's approximately $ 730 
million (Canadian) refinanc¬ 
ing package. This under¬ 
standing immediately clears 
the way for the company to 
proceed waTh its long-term 
plans to increase its cfiectivc- 
ness in world-wade agricul¬ 
tural and diesel engine markets. 
Victor A. Rice, Chairman and 
Chief Executive Officer, said 
the package has been approved 
in principle during an extreme¬ 
ly difficult lime for the com¬ 
pany. The participants in the 
package, he said, have de¬ 
monstrated great insight 
based on their knowledge of 
the real value of the company, 
when cash conservation 
actions were impeding virtually 
every operating function and 
contributing to the previously 
announced estimated los.s of 
approximately S 100 million 
in the first quarter of fiscal 
1981. Canadian based Massey- 
Ferguson is the world's largest 
producer of tractors and the 
second largest producer of 
combine harvesters. 

Capital S Bonus issues 

Twentyseven companies have 
been allowed lo raise capital; 
Seventeen of them are issuing 
bonus shares while ten arc 
going in for further issue. 
One company has been re¬ 
fused permission to issue bonus 
shares. 

The details arc : 

M/s N^J.P. Straw & Paper 
Products Pvt Ltd : Rs 4,40,000 
fully paid equity shares of 
Rs 1000 each as bonus shares 
in the ratio of 1:4; 

M/s C’ontccli Klectronics Pri¬ 
vate Ltd : Rs 9?.,750 fully 
paid equity shares ol Rs 10 
each as bonus shares in the 
ratio of 3:4. 

M/s Heinz Talbros pvt Ltd : 
Rs I0,(KK),()00 fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of J :2. 


M/s Humphreys & GlasstKItI 
Consultant Pvt Ltd ^ 

Rs 5,00,000 in fully paid equity 
shares ofRs 10 each as honiui 
shares in the ratio of 1:1. 

M/s Deora PU Cabacofl 
Manufacturing Co. Ltd ; 
Rs 427,8(K) fully paid equity 
shares of Rs 100 each sa 
bonus shares in the ratio oi 
1 : 1 . ^ 

M/s Steel Tubes of India 
Limited : Rs 40,00,000 fully 
paid equity shares of Rs I0( 
each as bonus shares in tW 
ratio of 1:1. 

M/s Josh! Formulabs (V 
Limited : Rs 535.000 fuljj 
paid equity shares of Rs ](a 
each as bonus shares in tbi 
ratio of 1:2. 

M/s Genelac Limited : |Q 
25,75,380 fully paid equ{l| 
shares of Rs 10 each as bon^ 
shares in the ratio of 4:5.J 

M/s Clecon Engbieeriiu 
Company Limited: Rs 81,00,0(n 
fully paid equity .shares ol 
Rs JOO each as bonus share! 
in the ratio of 1:2. 

M/.s The Kshemayilasam 


THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 
(INDIA) LIMITED : 
11% Debenture Stock, 1995 
Interest for the half year endbi] 
14th April, 1981 

Notice is hereby given thli 
interest (o'l Rs 55/- less Inconl 
Tax, per Rs 1,001)/- of Stock wl 
be paid on 15th April, 1981 ti 
Debenture Stockholders 
tered in the books of the Cami 
pany as on 15th April, 1981. 
In this connection the Regis^ 
of Debenture Stockholders wH 
be closed from 8lh April, 19p 
to 15th April, 1981, both 
inclusive. 

By order of the 

S.K. NIYOGI i; 

Secretary 
Registered OfiTice : 

Victoria House 

, 

Chowringhee Square 
CALCUTTA-700 001 
28th February, 1981 ; 
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i Company Limited : To capi¬ 
talise Rs 56,400 out of general 
preserve for the purposes of 
iincreasing the paid up value 
(of its existing A and B class 
equity share. 

M/s Diamond Dies Manu¬ 
facturing Corporation Limited: 

Rs 8,00,000 fully paid equity 
^shares of Rs 10 each as bonus 
shares in the ratio of 1:2. 

M/s Laxmi Board & Paper 
Mills Private Limited : Rs 

40,00,{KK) fully paid equity 
shares of Rs 100 each as 
bonus shares in the ratio of 
4:5. 

M/s The Lakshmi Mills 
Company Limited Rs. 

186,75,000 fully paid equity 
shares of Rs 50 each as bonus 
shares in the ratio of 1:1. 

M/s Rollataincrs Ltd 

Rs 25,00,150 fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of 1:2. 

M/s Khandeiwal Laboratories 
Private Limited : Rs 15,00,000 
fully paid equity shares of 
Rs 25 each as bonus shares 


in the ratio of 3:4. 

M/s Aristo Plast Limited : 

Rs 15,00,000 fully paid equity 
shares of Rs 1000 each as 
bonus shares in the ratio of 
I :I. 

M/s Hydcl Constructions Pvt 
Limited : Rs 4,20,400 fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of 1:4. 

M/s Madura Coats Limited: 

Raising Rs 350 lakhs worth 
of non-convertible secured 
12 per cent debentures of 
Rs 100 each from public for 
cash at par. 

M/s The Deccan Sugar 
Abkbari Co Limited : Issue 
of equity shares of Rs 25 
lakhs and convertible secured 
debentures of Rs 50 lakhs, 
all for cash at par to M/s 
Nava Bharat Ferro Alloys 
Limited. 

M/s Pasupati Spinning & 
Weaving Mills Ltd : 19,50,000 
equity shares of Rs 10 each 
(inclusive of the equity capital 
of Rs 8,000 already raised) 
for cash at par. 


M/s £. Merck (India) Pvt. 
Limited : Issue of 12,50,000 
equity shares of Rs 10 each 
for cash at par. 

M/s New Gujarat Synthetics 
Limited : issue of 35878 fully 
paid equity shares of Rs 2,50 
each to the shareholders of 
M/s New Gujarat Cotton Mills 
Ltd, in pursuance to the scheme 
of amalgamation approved by 
the High Courts of Calcutta 
and Gujarat. 

M/s Karnataka Aluminium 
Limited : To raise Rs 100 
lakhs by way of equity shares 
for cash at par from public 
and M/s Borukha Steel 
Limited. 

M/s Voltas Limited : Issue 
of partially convertible secu¬ 
red bonds of the total value 
of Rs 5 crores, for cash at 
par. 

M/s Modi Rubber Limited : 

To allot 1,00,000 fully paid 
equity shares of Rs 10 each 
to Unit Trust of India on 
their exercising the option to 
convert 20 per cent of de¬ 
bentures worth Rs 50 lakhs. 


M/s Swastlk Sanitarywares^ 
Limited : Issued of equity^, 
shares worth Rs 60 lakhs^ * 
inclusive of the capital already Y 
raised, for cash at par. Y 

M/s Mahindra Ugine and 
Steel Company Limited : Issue 
of 3,80,000 equity shares at a 
premium of Rs 4 per equity 
shares of Rs 10 to the holders 
of convertible debentures for 
cash as rights in pursuance of 
the scheme of amalgamation 
approved by the High Courts ' 



M/s Howrah Mills, Co Limi-, 
ted : Permitted to extend 
the date of redemption of its 
7-3/4 per cent debenture 
stock from 31.3.80 to 31.3.87. 
The rate of interest thereon 
will also stand enhanced from 
7-3/4 per cent per annum to 
12 per cent per annum with 
effect from 1.4.1980. 

M/.S Ward Blenkinsop & 
C'ompany (India) Ltd : Re¬ 
fused permission for issue of ‘ 
bonus shares worth Rs ^ 
2,29,500. 





THE CWtLIOR MVM SILK IFG (WHS) CO LTD 

(PULP DIVISION) 

Birlakootam Mavoor — Kozhikode 


Pin 673 661 
(KERALA) 


to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 


have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

“He that planteth a Tree is a Servant ot GOD 
He piovideth kindness for many generations and 
Faces that h.ive not seen him shall bless him." 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of Puipwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at 

Mavoor: Telegram: “WOODPULP’’ Telex: 0854-216 

Telephones : 73973-76 (Calicut) and 51 (Mavoor) 

OR 

Company’s various forest Divisional Offices at — 

Trivandrum, Angamaly, Thalore (Trichur), Mannarghat, Palghat, Nilambui, Sultansbatteiy, 
Kuthuparamba, Pollachi, Ooty and Mangalore. 

Regd. Office : Birlagram, Nagda (M.P.) 




and published by R* P< Agarwala on behalf of the Eastern Economist Ltd., United Commercial Bunk Buildiog, 
f Nev Dclbi» at the Naw India Press, K-Block, Connaught Circus, Now Delhi. 





^■^egistercd at the GPO, London 
ta a newspaper 


Licensed to post without prepaymeat U-54. Regd. No. D(C) 257 
Registered with the Registrar of Newspapers of India under No. R.N. 535/57 


rc 



• Beta Naphthol 

• B.O.N. Acid 

• Chicago Acid 

• Metanitroaniline 

• G-salt 

• Gamma-Acid 

• H-Acid 

• J-Acid 







,'i;V ^ 

■ # a 









• J-Acid Urea 

• Metaphenelyenediamiixe (distilled) 

• Peri Acid 

• Phenyl-J-Acid 

• Phenyl Peri Acid 

• Rhoduline Acid 

• Schaeffer’s Acid 

• Sodium Naphthionate 

• Sulfanilic Acid 

• Tobias Acid 

• Michler’s Ketone 

• Monoethyl Aniline 

• R salt 


Unrivalled Quality • Reasonable Prices • Promised Deliveries 

For your requirements please contact: 

The Marketing Department 

THE 

ATU 

PRODUCTS LTD. 

India's giant chemical complex 

P.O. Atul, Dist. V.i)sad-396 020 Gujarat (India) 

Tel 61 Gram: • TULA" Atul. 

Telex. 0173 232 ' ATUL irg' 










THt i^CATHiR IN P)l tV/1s THIS 

K^ONPlTlOhiS <^(WRn( IVF 'I'O AN 



FOR TOTAL RELIABILITY IN 
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are manufactured to meet 
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Whafs more. Sundr^im Fasteners 
plans production to suit delivery 
rommitments which will optimize 
your procurement efficiency 
The result a big saving in 
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.standard: F.istener.s fire also 
made to '’iisiornets' specifi¬ 
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Available' in diameters from 
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lengths from \Z mm (i") to 
200 mm (8"V 

Suiidrain Fasteners a sinqle 
source for all your standaid and 
critical .special fasteners needs 
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'TVS’ the first choice 
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A Supply-Side Budget 


Binn,! IS AKi nol \vlu>lly or even niciinly 
ahniit mlUilion And yet llu- yardstick by 
wliicli budiicls aic incicasingly being 
(Lulgetl in tins coiinlry is their elTccl on 
the price line. AI the tiaditional post- 
budget press ctriif'ercnce, the invariable 
question which most journalists want 
!o ask is: ‘‘What will be the impact oi' 
the bmlL'ct on puces?” Theie was a time 
^vvhen 1 inance Ministry officials used to 
1' and answer this c)Ucstion. Fhey used 
I lot up liie direct effect of levies and 
nounce (hat the budget would not cause 
even one per cent inllalion, (M’ course, 
any number of <.>ihcr factors would then 
come along and raise prices by perhaps 
ten times as much. The l inance Minis¬ 
try ollicials would then be mocked 
as liars and fools. The officials would 
try reply by pointing out that the 
budget was only one of a host of 
facltrrs determining prices, l or a short 
period, between 1)75 and 1978, prices 
^rose by much less than warranted by 
duty increases, and officials triumphantly 
declared that there was no link between 


the two. from a technical view-point, 
they were undoubtedly correct. But liie 
man in the street notan economist. He 
IS incapable of tracing indirect and hiildcn 
causes of inll.ition lie can grasp only 
the most obviuus ones, and budgetary 
duties belong to this ealegors. Thus it is 
that over the y.-ars a popular mythology 
has been built up about the budget being 
the major vehicle for inllalion, a myth 
that will always remain credible as it ctin- 
tains a gram ol tiulh. .lournalists are, 
b\ and large, as ignorant of economics 
as the sweeper or the dhobi. Even those 
With some educatu.m on the matter prefer 
not to e.sercise their grey matter t)r exa¬ 
mine uncomfortable truths—it is so much 
simpler to go along with inaccurate 
cliches as Umg as they are true in some 
small part. And so the media participate 
actively in propagating the theory that 
budgets arc above all an exercise in 
raising prices. 

It is worth pointing out that the myth 
is propagated by the middle class and 
for the middle class. Half the population 


is below the poverty line and this clas.s 
has never known much about or cared for 
the budget, since its impact on their life 
is negligible. Nor have our super-rich 
been too bidhcrcd about inllalion, since 
(hey arc more likely to make money than 
lose money in an iiillationary situation. 
It IS the middle class, and particularly 
the salaried middle class that is squeezed 
by mllation and growing taxation, and 
has come to regard the budget as an 
annual occasion for loweiing the boom 
on them The middle class includes, of 
course, the joinluilistic fraicinitx. .And 
so obsessed has this class been with 
budgelary imposts that finance Minis¬ 
try officials have now st(»pped trying 
to csliniale the impact of the budget on 
prices, and merely state in the most gene¬ 
ral terms that it should lead to .stable 
prices 

Mr R. Venkataraman is one of the 
nmst intelligent Eiiiance Ministers we 
have had. He has grasped the salient fact 
that budgets are not merely economic in¬ 
struments to be examined by those with 
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technical knowledge. He has realised that 
Budget Day has also come to be regarded 
by the vocal middle class as a sort of 
Day of Judgement, with the difference 
that each will reap not what he sows but 
what the l^'inance Minister sows. And 
60 Mr Venkataraman has taken pains to 
pull the wool over middle class eyes. He 
has chosen a strategy that will enable him 
to pick the pocket of the middle class even 
while they applaud him for sparing them. 
He has shifted the burden of resource 
mobilisation out of the budget and into 
public sector pricing. 

The Trick 

Shortly before the budget day, increases 
in the prices of petroleum products, steel, 
coal and railway rates netted Rs 2,500 
crores. No doubt much of this merely 
went towards meeting higher import costs 
and other costs, but a goodly chunk of it 
bad the explicit intention of mobilising 
resources outside the budget. Mr Vankata- 
raman had done much the same trick be¬ 
fore his first budget in June last year, 
when he raised Rs 3,000 crores by way of 
higher oil and fertiliser prices and railway 
rates and followed it up with a soft bud¬ 
get. It looks as though Mr Venkataraman 
will continue to adopt this strategy in the 
years ahead. This is because the entire 
Sixth Plan is based on the premise that 
taxation has now reached acceptable 
limits (it amounts to 19 per cent of GNP), 
and that resource mobilisation in future 
will be taken care of substantially by “rea¬ 
listic’* public sector pricing (realism in¬ 
cluding, of course, recognition of public 
sector inefficiency). Of the Rs 12,290 
crores of additional resource mobilisation 
in the Sixth Plan, only Rs 5,140 crores 
is to come from additional taxation. Of 
this, as much as Rs 3,110 crores was al¬ 
ready raised in Mr Venkataraman*s first 
budget last year. The second one will 
generate perhaps Rs 1,.500 crores over the 
next four years. This leaves a tiny ba¬ 
lance of just a few hundred crores to be 
raised in the last three years of the Plan. 
No doubt the actual tax hike may be 
larger in view of the falling value of the 
rupee and the need to compensate for 
escalating costs. But on balance the 
Sixth Plan strategy clearly indicates that 
^tax-heavy budgets are a thing of the past. 

EASTERN BqfKW 


The coal and steel price hikes will yield 
Rs 650 crorcsjthis year, or more than 
Rs 3,000 crores in the remaining four 
years of the Sixth Plan. Increased rail¬ 
way rates will fetch more than Rs 4000 
crores in the Plan period. These figures 
have to be adjusted downwards as some 
of the increases are to meet higher costs, 
not to raise resources. Hence many more 
price rises will follow for resource mobili¬ 
sation alone, quite apart from compen¬ 
sating for higher costs. For instance, the 
State electricity boards are going to lose 
Rs 4,400 crores in the Plan period at exist¬ 
ing tariffs, and they will have to hike 
their rates to make good this gap. State 
transport undertakings will have to raise 
another Rs 1,300 crores even without tak¬ 
ing account of price hikes on account of 
higher fuel and labour costs. Clearly, 
therefore, the Indian consumer is in for 
a fairly heavy dose of inflation during the 
Sixth Plan. 

Mounting Inflation 

This has already been demonstrated in 
Mr Venkataraman’s first year as Finance 
Minister. When he produced his first 
“soft” budget, there were cries of middle 
class relief from laymen who could not 
see the underlying realities. As things 
have turned out, the rise in prices in 
1980-81 will be very close to 20 per cent 
on a point-to-point basis. This is not 
quite as bad as in the previous year, but 
that year witnessed one of the worst dro¬ 
ughts this century. Under Mr Venkata¬ 
raman, we have had a year of almost 20 
per cent inflation despite a bumper har¬ 
vest. Never in the history of indepen¬ 
dent India have prices risen so sharply in 
a bumper monsoon year. 

How is one to explain this ? No doubt 
the budgetary deficit in 1980-81 has been 
large at Rs 1975 crores. But this is not 
a gigantic sum in a year when GNP is 
estimated to have risen by 6.5 per cent. 
The money supply has increased by a 
modest 14 to 15 per cent. Can deficit 
financing of around 2 percent of GNP 
cause a price rise of 20 per cent in a year 
when GNP improves so dramatically? 

We have to dig deeper for the causes 
of inflation. One cause is, obviously, the 
enormous liquidity that has been built up 
by a string of record budgetary deficits 


since 1977—the overhang of that liquidity 
has financed more inflation than would 
have been possible through this year’s* 
monetary expansion alone. 

The second cause is imported inflation. 
The price of oil has shot up, necessitating 
two very heavy price hikes during the 
year. The direct impact of this on prices 
was perhaps no more than two to three 
per cent. But inevitably there was a cas¬ 
cading effect on all items via increased 
transport costs. The price of fertilisers 
and petrochemicals shot up, with a cas¬ 
cading effect on agricultural and indus¬ 
trial production. The total impact might ' 
have been as much as six per cent. 

Even this docs not fully explain the ex¬ 
tent of inflation in a bumper monsoon 
year. We have ultimately to turn to a' 
key element in our economy—manage-' 
mcnl. For most of 1980-81, the economy 
was so badly managed that it operated a. 
a fraction of its real capacity. T he pro¬ 
duction of goods and services could have 
been much higher if only productivity had 
been better. Had we had a substantially 
larger output from our existing capital 
stock, the additional flow of goods would 
have greatly mitigated inflation. 

Perennial Inefficiencies 

Poor economic management is not a 
new phenomenon. Wc have been riddled 
with inefficiencies for years. But the first 
half of 1980-81 was in some ways the 
very nadir. Hydel generation slumped 
because of the depiction of reservoirs 
thanks to the poor monsoon of 1979. In 
the period April-June, hydel generation 
slumped by 20 per cent. Things looked 
up wiih the arrival of the monsoc. , b'4 
then thermal generation plunged well b- 
low the preceding year's level despite 
addition of almost 2000 MW of capacil 
and an expenditure of thousands of cro- 
res of rupees. 

Railway movement continued to be in 
the doldrums, and loadings fell for the 
fourth year in succession. The Assam 
agitation added to troubles in the eastern 
region and there were farmers’ agitations 
in the south and west which disrupted 
traffic. The number of sick wagons rose 
inexorably, and priority given to coal for 
thermal stations meant that all other con¬ 
sumers were starved of coal. 

Industrial production was badly hit not 
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Budget At A Glance 


(In crores rupees) 



1980-81 

1980-81 

1981-82 


Budget 

Revised 

Budget 

REVENUE 

RECEIPTS 


Tax Revenue 

12580 

13133 

14472 

-I-196** 

Less —States’ Share 




of Tax Revenue 

3658 

3792 

4206 

—75** 

Net-Centre’s 




Tax Revenue 

8922 

9341 

10266 



+ 271** 

Non-Tax Revenue 

3406 

3553 

3790 

Total—Centre’s 




Revenue 

12328 

12894 

14056 

+271** 

CAPITAL RECEIPTS 


Loan Recoveries 

1832* 

1688* 

1950 

Market Loans (Net) 

Special Bearer 

2500 

2604 

2800 

Bonds 


200 

800 

External Loaris(Net) 

Loan from l.M.F. 

800 

818 

loai 

Trust Fund 

540 

534 

— 

Other Receipts 

2022® 

20950 

2455 

Total -Capital 




Receipts 

7694 

7939 

9005 

Total Receipts 

20022 

20833 

23061 

-t-271** 

I 

' Overall Deficit 

1445 

1975 

1810 

—271*'^ 

1539 


1980-81 1980-81 1981-82 

Budget Revised Budget 


REVENUE DISBURSEMENTS 


General Services 

Defence Services 

Social and Com¬ 
munity Services 

Economic Services 

Grants-in-aid to 
States etc. 


Total Revenue 
Disbursements 

Revenue Surplus+ 
Deficit— 


3846* 3878* 4591 


3273 3501 


902 1073 


2449 2396 


2852 3005 


13310 13682 15299 

-982 (—) 788 (-) 1243 
(+) 271** 


CAPITAL DISBURSEMENTS 


Genera] Services 
Defence Services 
Social and Com¬ 
munity Services 
Economic Services 
Loans and Advances 

Total—Capital 
Disbursements 

Total Disbursements 


49@ 49@ 74 
327 299 406 

165 137 203 
2466 2762 3403 
5150 5879 5486 


8157 9126 9572 


21467 22808 24871 


♦ Excludes acccounting adjustments relating to the write off of Rs 946 crores in Budget estimate 1980-81 and 
Rs 938 cro’^es in Revised estimate 1980-81 of loans advanced to State Governments prior to 1979-80 in pursuance 
of the recommendations of the Seventh Finance Commission. •* Effect of Budget proposals. 

@ Excludes notional expenditure/receipt of Rs 562 crores in Budget estimate 1980-81 and Rs 561 crores in Revised 
estimate 1980-81 on account of subscription payable to International Monetary Fund in the fotm of securities 
and special drawing rights. 
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inly by the lack of power and railway 
wagons but by the Assam agitation itself, 
the output of crude fell by four million 
tonnes. There was a widespread disrup¬ 
tion of fertiliser production as well be- 
:ause of the lack of gas at Namrup, 
laphtha at Barauni, Gorakhpur and Kan¬ 
pur and of fuel oil at Sindri, Nangal, 
Panipat and Bhatinda. 

Thus the effect of the Assam agitation 
md collapsing infrastructure was to force 
the economy to work very inefficiently 
in the first half of 1980-81. They added to 
:he inefficiencies already accumulating 
yvcT the years. Here, then, is an impor- 
:tnt and avoidable cause of inflation—low 
productivity which prevents the availabi- 
ity of goods from rising in line with 
money supply. 

^Reagonomict' 

It is not widely realised that Mr Venka- 
araman’s budget relies heavily on a sharp 
mprovement in productivity. He has 
Usumed substantial increases in excise and 
customs revenue which in turn are predi¬ 
cted on a better utilisation of existing 
cpacity. This is what has enabled him to 
xstrict his dose of taxation. Indeed, he 
las actually cut personal and corporate 
axes. This looks something like Reago- 
iiomics. In the USA, President Reagan 
las sided with the new school of supply- 
iiidc economics. This school argues that 
large cuts in taxes will by themselves spur 
■iomuch additional demand and supply 
^at this by itself will generate additional 
J«\’cnuc at a higher overall level of econo- 
jfnic activity. 

1 President Kennedy resorted to this stra¬ 
tegy in the early 1960s, and had a famous 
success. But that was at a time when 
3PEC had not been heard of, when there 
^as no inflation to speak of and plenty of 
excess capacity existed in industry thanks 
o the I960 recession. This is hardly the 
icenario today, and Mr Reagan is proba- 
>ly in for a Thatcher like surprise. Like 
Vfrs Thatcher, he is wedded to a policy 
vhich seeks to curb inflation by monetary 
lontrol. in practice it looks as though 
his strategy merely ushers in exorbitant 
interest rates which make investment very 
isky and running business unprofitable, 
.yutting taxes will merely fuel inflation 


through a bigger budgetary deficit which 
will not be fully offset by the proposed 
cut in expenditure. 

But supply-side logic can work in 
favourable circumstances, and Mr Ven- 
kataraman seems to have these. While 
the first half of 1980-81 was horrendous, 
the latter part of the year witnessed a 
substantial improvement in power genera¬ 
tion, railway movement and coal produc¬ 
tion. To cap it all, the flow of oil from 
Assam has started again. Thus some 
deep-rooted structural deficiencies have 
been removed, and there is an excellent 
chance of industrial output growing by 


eight per cent or more in the year ahead. 
If the rains are also good, there should be 
an overall spurt in production which will ' 
curb inflation even if the budgetary deficit 
runs beyond expectations. Indeed, growth 
itself is likely to boost revenue and curb 
the deficit. 

Of course, things could go wrong. 
There could be a drought. There might 
be a coup in Saudi Arabia which pushes 
oil prices to new heights. But barring 
such extreme situations, there is good 
reason for supply-side optimism. 

Mr Venkataraman's budget theme is 
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Details of Revenue Receipts 


1 

1 



(In crores of Rupees) 


1980-81 

1980-81 

1981-82 


Budget 

Revised 

Budget 

A. Tax Revenue 




Customs 

2988.80 

3350.00 

.35,50.00 
-t 282.70* 

Union Excise Duties 

6264.81 

6363.34 

7088.38 

4-28.52* 

Corporation Tax 

1515.00 

1.550.(K) 

1690.00 

Income Tax 

1426.00 

1430.(K) 

1559.00 
- 115.00* 

Estate Duty 

13,00 

14.50 

15.00 

Taxes on Wealth 

65.00 

65.00 

66.00 

Interest Tax 

80.50 

9S.00 

200.00 

Gift Tax 

6.25 

6.25 

6.25 

Hotel Receipts Tax 

5.00 

1.00 

10.00 

Other Heads 

214.96 

257.90 

287.11 

Gross Tax Revenue 

12579.32 

13132.99 

14471.74 
+ 196.22* 

Less -Stales’ Share of Taxes and Duties 



Union Excise Duties 

2714.83 

2774.04 

3074.06 
+ 10.72* 

Income Tax 

932.20 

1001.97 

1114.72 

-85.61* 

Estate Duty 

10.90 

12.38 

12.81 

Hotel Receipts Tax 

— 

0.40 

4.01 

Total 

.3657.93 

3791.79 

4205.60 

-74.89* 

Net Tax Revenue 

8921.39 

9341.20 

10266.14 
+ 271.11* 

B. Non-Tax Revenue 




Interest Receipts 

1855.98 

1857.38 

2209.60 

Dividends and Profits 

289.20 

294.19 

318.98 

Other Non-Tax Revenue 

1260.69 

1401.07 

1261.34 

Total Non-Tax Revenue 

3405.87 

3552.64 

3789.92 

Total Revenue Receipts 

12327.26 

12893.84 

14056.06 
+ 271.11* 

* Effect of Budget proposals 
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Introducmg a rather better 
to go about your busiiiess. 


s 

m 

O 


British Airways presents ‘Club’ service 
on our 747 flights. 

British Airways Qub is reserved 
exclusively for those who have paid the full 
economy fare, and offers a number of 
rather distinctive privileges. 

These begin with a separate check-in 
desk and our executive lounge. Once on 
board, there’s a separate ‘Club’ cabin with 
free in-flight entertainment,a wide 
selection of complimentary drinks and a 
choice of menus, including vegetarian 
meals. And ,of course,rather more 


individual attention from our Indian and 
British stewardesses. 

You’ll also be able to leave the plane 
sooner than most passengers. 

For details of this superior 
service,contact your travel 
agent or British Airways 
And join the ‘Club! 


British 
aurways 

We’ll take more care of you. 
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Details of Revenue Disbursements 

(In crores of Rupees) 


1980-81 

Budget 

1980-81 

Revised 

1981-82 

Budget 

1. General Services 

7118.91 

7378.48 

8385.36 

Organs of State 

99.60 

101.53 

103.24 

Fiscal Services 

309.59 

329.55 

316.69 

Interest Payments 

2597.64 

2665.39 

3123.80 

Administrative Services 

654.87 

564.41 

812.17 1 

Pensions and Misc. General Services 

184.06* 

217.07* 

235.40 

Defence Services (net) 

3273.15 

3500.53 

3794.06 

2. Social & Community Services 

890.72 

902,47 

1072.83 

3. Economic Services 

2448.74 

2395.83 

2961.52 

General Economic Services 

510.42 

569.62 

589.56 

1 Agriculture and Allied Services 

916.17 

857.67 

1058.45 

Industry and Minerals 

632.72 

551.73 

825.75 

Water and Power Development 

148.77 

159..30 

208.37 

Transport and Communications 

240.66 

257.51 

279.39 

4. Grants-in-aid and Contributions 




etc. 

2851.98 

3005.13 

2879.75 

Grants-in-aid to State and 




Union Territory Governments 

2752.47 

2906.65 

2768.24 

Aid to other Countries 

73.00 

67.60 

83.43 

Other Grants & Contributions 

26.51 

30.88 

28,08 

Total Revenue Disbursements 

13310.35 

13681.91 

15299.46 

* Excludes accounting adjustments relating to the write olf of Rs 945.60 crores 
in Budget estimate 1980-81 and Rs 938.31 crores in Revised estimate 1980-81 
of loans advanced to Stale Governments prior to 1979-80 in pursuance of 
the recommendations of the Seventh Finance Commission. 

V._________—-- J 


^Trom crisis management to growth.” 
insofar as his crisis refers merely to the 
collapse of infrastructure or the Assam 
agitation, this theme is unexceptionable. 
But in the medium-term he must recog¬ 
nise a much deeper, underlying crisis— 
the inefficiency inherent in proliferating 
political meddling with the economy. In 
the past two years wc have done so badly 
that it should be easy to show a sudden 
tpurt. But this spurt will soon peter out, 
Ind We will once again be confronted with 
the problem of getting out of the rut of 
flow long-term growth. 

Public Sector Monolith 

Mr Venkataraman claims to have his 
)it for the long-term too by encouraging 
Avings and investment. No doubt he has 
aken a few faltering steps in the right 
lirection. But on balance it Js doubtful 
vhethcr even he can claim that the pic- 
ure of inefficient public sector dominance 
i^ill change. After all, the Sixth Plan 
Mvides for the public sector share of 
Otal investment to rise to 53 per cent 
fom 45 per cent in the Fifth Plan. 

He has cut the surcharge on corporate 
ax by five per cent. Since the basic cor¬ 
porate tax rate is 57.5 per cent, in effect 
Jiis means u reduction of just 2.6 per 
'pnt on profits. This will yield no more 
lian R$ 60 crores in a full year, and not 
JVen that in 1981-82 thanks to the ad¬ 
vance payment of surtax. By contrast, 
ibe hike in import duties will mop up 
iLs 280 crores. A fair chunk of this will 
^me from equipment and machinery, 
f' 

I This will add to investment costs at a 
Ime when they arc already skyrocketing. 
’Hit Government has just increased the 
nice of steel, and the coal price hike will 
oon be reflected in corresponding hikes 
or cement and brick. Thus construction, 
vhich accounts for half of all industrial 
avestment, is going to become very ex- 
>ensive. The cut in corporate tax sur- 
liarge will not remotely compensate for 
|iis. 

I Ar Venkataraman has also made funds 
re expensive. The lending rates of 
)1ic financial institutions have been 
iised by ardund three per cent. Given 
j^e delays that plague our economy, high 


interest rates will have a substantial up¬ 
ward effect on capital costs. Last year 
Mr Venkataraman increased short-term 
lending rates on the ground that this was 
necessary to curb inflation. Now that he 
hopes for price stability, surely he should 
have lowered short-term rates. Instead 
he has increased long-term rates as well. 
No doubt long and short term rates need 
some sort of alignment. But it has to be 
recognised that high interest rates are a 
cause of inflation, not a cure. By insti¬ 
tutionalising high interest rates, Mr Ven¬ 


kataraman has to a certain extent institu¬ 
tionalised long run inflation. 

He has increased the maximum interest 
on debentures from 12 per cent to 13.5 
per cent. This will make it possible for 
companies to raise more money on the 
capita] market. But it would be unwise 
to jump tothe conclusion that this is a 
bonanza. The bulk of debentures are 
subscribed to by financial institutions. 
Now that the minimum interest rates for 
long term institutional lending has been 
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Care and Comfort 
all year Round 


ft’s crystal clear why people prefer the CRYSTAL 
HOTELS. The particular care that the staff take to ensure 
your comfort makes your stay in Nepal the perfect holiday. 
For year round comfort Crystal Hotels are the best. 

HOTEL CRYSTAL 

Kathmandu 

in downtown Kathmandu, the Hotel's viewing tower and lovely 
roof garden ofYers spectacular views of the picturesque valley. All rooms 
individually air conditioned, with private attached baths, hot and cold 
water, telephone and music. Dclicicus Continental, Indian and Tandoori 
cuisine in the dining hall or restaurant. A wcll-stccked bar. Concession 
for accompanying children. 

Gram ; CRYSTAL, Phone : 12630; 13397; 13611; 13636 
TARIFF SINGLE DOUBLE 

Room only US % 20.00 US $ 27.50 



NEW HOTEL CRYSTAL 

Nagdhunga Pokhara 

Located in the heart of the enchanting Pokhara valley. Excellent 
base for treks and visits to surrounding areas. No charge for children 
under lO occupying same room as parents and without extra bed. 

Gram : NEW HOTEL, Phone : 35, 36 
TARIi F : 

Room only 


HOTEL SIDDHARTHA 

Kathmandu 

Situated close to the old palaces and markets, all rooms in this 
intimate hotel arc individually air conditioned with attached baths. 
Telephones and piped in music in every room. Delicious Indian, Chinese. 
Continental and Mughlai Tandoori delicacies at (he Kabab Corner. 
Sun bathing on the roof garden. Concession for accompanying children. 
Gram : HOLSIDDHA, Phone ; 15761 
TARIFF : SINGLE DOUBLE 

Room only US $ 14.30 US $ 19 U.) 




Write today for 
further information 


HOTEL CRYSTAL 


Kathmandu, Nop a 


OR Your Travel Agents 


psqua wwva NUUBBa 
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^^jriised to 14 per cent, not even 13.5 per 
.'cent debentures will look attractive to 
^institutions. Nor will the public find 
®Shcm attractive when blue chip companies 
*%rc offering 15 per cent on fixed deposits. 
^jConvertible debentures will continue to 
rove attractive when issued by existing 
-ompanies whose shares enjoy a good 
premium on the slock exchange. But 
^hat about other companies, particularly 
^ew ones ? And what about companies 
?Which can ill-afford the larger capital 
^ase which convertibility entails ? 


It 


There is no reason why the Govern- 
nent should at all fix ceiling rates for 
, lebcntures. Companies should be free 
o fix rates themselves. This may, no 
jl^oubt, divert funds from banks to com- 
^*anies. But while this may hit bank pro- 
l^jts it means more efficiency in the eco¬ 
nomy. The bank is a middleman between 
ir}he household sector and the companies, 
households deposit money directly with 
companies eliminating the banking 


•Ti 

0l. 

rt 


middleman, there is an evident rise in 
efficiency. 

The private corporate sector had sav¬ 
ings totalling cnly Rs 526 crores in 1979- 
80. There is an urgent need to at least 
triple this in view of inflation and escala¬ 
ting capital costs. A recent study has 
shown that the cement production plan 
alone needs an investn^ient ofRs 3000 
crorcs. Where is this money to come from? 
Mr Venkataraman does not provide an 
answer. Little wonder, then, that the 
Sixth plan assumes a further devaluation 
of the private sector. 

Income tax has been cut, but only for 
the middle class. The poor have never 
paid income tax. The rich pay far too 
much tax on their white money (which is 
why black money is popular). And it is 
pertinent to ask why only the middle class 
has been selected for favoured treatment. 
Mr Venkataraman has raised the income 
tax exemption limit from Rs 12,000 to 


Rs 15,000 per year, and standard deduc¬ 
tion from Rs 3,000 to Rs 5,000. Taking 
into account tax exemption for provident 
fund and life insurance, it is possible for 
a person earning Rs 2000 per month to 
pay no tax, and for a husband-wife couple 
to earn Rs 4,000 per month without pay¬ 
ing tax. This is hardly the image of a 
socialist society. And yet there is socia¬ 
lism gone berserk at higher tax levels, 
where the combined incidence of income 
tax, wealth tax and compulsory deposit 
exceeds 100 per cent of income. If Mr 
Venkataraman really wanted to improve 
savings and harness black money, he 
would have been better advised to abolish 
wealth tax and reduce income tax at the 
top. The sop he has given to the middle 
class will merely encourage consumption 
—it is very doubtful if the extra money 
he has put in the hands of the middle 
class will be saved. 

■SwaminalhaD S. Aiyar 


CLEVITE 


Quality bearings 
from quality 
conscious 
manufacturers 



BlMETilL BEARINGS LIMITED 

114, Race Course Road. CoimbatOTe>641018. 
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T axation 

The Union Finance Minister, Mr R. 
Venkataraman, has endeavoured to mobi¬ 
lise during the next financial year through 
his taxation proposals an additional re¬ 
venue of Rs 311.12 crores. Allowing 
for the relief granted in tax on personal 
incomes (the relief in the tax on corporate 
sector’s earnings is more or less counter¬ 
balanced by making the surtax on com¬ 
panies payable in advance) and through 
some other modifications proposed by him 
in the taxation structure, the net accrual 
will be around Rs 196.12 crores. The 
Central exchequer, however, will bene¬ 
fit to the tunc of Rs 271.11 crores as the 
relief in personal income-tax is primarily 
at the expense of the Stales whose share 
in realisations from this source will go 
down by Rs 85.61 crores. (Under the 
seventh Finance Commission’s award, the 
slates are entitled to 85 per cent in 
personal income-tax receipts.) The centre 
will be losing on this account only 
Rs 29.39 crores. The overall loss to the 
Stales in their share in the Central taxes, 
however, will be restricted to around 
Rs 74.89 crores: they will be receiving 
some additional revenue accruing from 
the modifications in excise levies. 

Moderate Effort 

In comparison with the resource 
mobilisation eflorl of Mr Venkataraman 
last year and his predecessor, Mr Charan 
Singh, in the previous year, this year’s 
endeavour, indeed, is a moderate one. 
Whereas Mr Charan Singh had attempted 
to mobilise in 1979-80 an additional 
revenue to as large an extent as over 
Rs 650 crores, Mr Venkataraman had 
made efforts to net additional receipts 
last year (on a full year basis) to around 
Rs 450 crores. The additional receipts 
expected last year after the presentation 
of the budget in June, however, were 
around Rs 282 crores. This revenue, 
of which about Rs 227 crores was to 
accrue to the Central exchequer and the 

BtpeVT NUMBER 


Proposals: An 

remainder to the States, during 1980-81 
was eroded to the tune of about Rs 28.5 
crores by the concessions which Mr 
Venkataraman announced later while 
introducing the finance bill to give effect 
to his taxation measures. 

Pre-budget Hike 

The additional revenue efforts of the 
Finance Minister this year—as well as in 
in the last year, of course—have been 
much greater than that of Mr Charan 
Singh if note is taken of the fact that the 
prices of petroleum products and ferti¬ 
lizers had been raised markedly to yield 
Rs 2,100 crores and approximately 600 
crores, respectively, prior to the pre¬ 
sentation of the budget last year and 
those of petroleum products, steel and 
coal were stepped up fairly substantially 
in January and February this year to 
bring in for their producers annually, 
mostly public sector undertakings, about 
Rs 1 800 crores. Both these exercises 
were resorted to with a view to off-setting 
the losses of the producers. Had the 
prices not been raised, budgetary support 
would have been necessary to meet the 
losses of the concerned undertakings, 
which would have meant much greater 
resource mobilisation than has been 
undertaken. Mr Charan Singh had 
achieved this objective in a limited way 
through adjustments in the fiscal levies. 
To the extent the prices of producers 
were raised to offset their losses or to 
yield some additional revenue to them, 
it can be argued that they were legiti¬ 
mately separated from the budget. But 
as petroleum products and steel are 
subjected to ad valorem excise duties, 
additional revenue of the order of over 
Rs 150 crores will be accruing next year 
on account of the increased excise duty 
realisation from these products. Last year 
also the enhancement in the prices of 
petroleum products and fertilizers yield¬ 
ed no insignificant additional receipts. 

6t9 


Analysis 

Of the additional tax revenue accruing 
to the Centre next year, Rs 282.70 crores 
will be from customs duties and Rs 17.80 
crores (including the share of Union 
Territories) from the excise levies. Of 
the total Rs 300.50 crores, revenue to 
the tunc of Rs 29.39 crores will be lost 
because of the concession in income-tax, 
leaving a net accrual of Rs 271.11 crores. 

From the above, it is evident that in 
drawing up his taxation proposals for 
the next year, the Finance Minister bas 
made a radical departure from the genera 
practice followed over the past 30 years. 
He has admittedly depended on indirect 
taxation as a mode for raising additional 
resources and lowered the percentage, 
though marginally, of direct taxes in the 
total revenue receipts. But contrary tc 
the past practice, the additional revenui 
is being raised primarily through modi¬ 
fications in the customs duties. The addi¬ 
tional receipts envisaged from adjust 
ments in excise levies arc just meagre 
Hitherto, barring a couple of years 
additional resources have been raisec 
year after year mainly through steppinj 
up excise duties. 

Customs Duty 

The Finance Minister’s proposals con 
cerning raises in customs duties include 

(i) stepping up of the auxiliary dut; 
of customs, levied since the 1973-7* 
budget, on all imported goods (includin, 
machinery and projects) by five per 
centage points with exemption bein: 
granted in the case of edible oils, crud 
petroleum, kerosene, high speed diese! 
steel for buffer stock, aluminium ingot! 
wire rods, caprolactum, thermopiasti 
resins and viscose staple fibre : 

(ii) imposition of the import dut 
(basic plus auxiliary) at the rate of 1 
per cent ad valorem on newsprint ft 
printing of newspapers, books an 
periodicals; 

(iii) enhancing of the import du 
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(basic plus auxiliary) from 75 per cent 
to 175 per cent ad valorem on stainless 
steel bars (including bright bars) and 
wire and wire rods of diameter JO mm 
and above; and 

(iv) raising of import duty (basic) 
from 60 per cent to 100 per cent ad 
valorem on plain shaft bearings and 
from 40 per cent to 50 per cent 
ad valorem on computers and computer 
peripheral units. 

All these proposals are revenue¬ 
earning measures. They will net Rs 245 
crorcs. Another Rs 35 crores will accrue 
under the additional (countervailing) 
duties on imported goods consequent 
upon the above modifications. The in¬ 
crease in the additional (countervailing) 
duties on imported goods, consequent 
upon the changes proposed in excise 
duties on certain indigenous goods will 
yield another five crores of rupees. 

Serious Objections 

Serious objections have been voiced 
by industry circles on the extending of 
the auxiliary customs duty to certain 
items of capital equipment which were 
hitherto exempted from it, and on the 
stepping up of this levy an “project im¬ 
ports’* which were attracting only a con- 
pessional rate on the ground that the 
proposals will increase the investment 
Costs of new expansion schemes. While 
this is not denied by the Finance Minister 
himself, the point to the noted is that 
the incidence of the proposals will be 
iiffused over a number of years during 
^hich the cost escalation even other- 
vise may be much more pronounced 
ban on account of the increases in the 
inxiliary duties. No serious objection, 
thus, can be taken lo Mr Venkata- 
'aman’s resort lo raising of auxiliary 
customs levies. 

The imports of stainless steel bars and 
vire rods have been subjected to more 
ban double the pre-budget levy on the 
onsideration that these imports were 
icing diverted for rolling into strips and 
heets used in the manufacture of utensils. 
At Venkataraman has assured that this 
iroposal will not affect imports of stain- 
1 5 SS steel wire rods which are used for 
he drawing of wires. The basic customs 
uty on plain shaft bearings has been 
^'E 
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Stepped up to help restrict large-scale 
imports of bearings such as thin-wallcd 
bearings. The measure, thus, will afford 
some protection to the indigenous pro¬ 
ducers. 

The imposition of 15 per cent import 
duty (basic plus auxiliary) on newsprint, 
however, is bound to affect very seriously 
the newspaper industry, even though some 
modification in it has been hinted by the 
Finance Minister in the interest of small 
newspapers. The newspaper industry is 
lo implement shortly the Paickar report 
on the wage-scales of its employees, 
which will entail a significant burden on 


it. It will perhaps facilitate the im¬ 
plementation of this award if the news¬ 
print cost is not raised substantially 
simultaneously. Large-scale imports of 
newsprint have been necessitated by the 
inordinate delays in augmenting indi¬ 
genous capacity to manufacture this type 
of paper. The cost of white printing 
paper having gone up markedly in the 
recent years, the consumption of news¬ 
print in the publication of books as well 
as periodicals is expanding fast. Along 
with small newspapers to which category 
most periodicals also belong, some relief 
from the proposed levy in the case of the 


1 Details of Capital Receipts 





(In crorcs of Rupees) 


1980-81 

Budget 

1980-81 

Revised 

1981-82 

Budget 

1. Market Loans 

2499.66 

2603.54 

2800.25 

Gross Borrowings 

Less—Repayments 

2765.00 

265.34 

2868.88 

265.34 

.3087.00 

286.75 

2. Special Bearer Bonds 

— 

200.00 

800.00 

3. External Loans 

800.22 

818.44 

1000.23 

1 Gross Borrowings 

Less—Repayments 

1210.62 

410.40 

1226.21 

407.77 

1421.01 

420.78 

4. Loan from I.M.F. Trust Fund 

540.00 

533.96 


5. Recovery of Loans and Advances 

1832.40 

1687.69 

1950.00 

State and Union Territory Govts. 

1 Others 

1017.40* 

815.00 

997.69* 

690.00 

1177.00 

773.00 

j 6. Small Savings 

1100.00 

1100.00 

1250.00 

1 

j 7. Provident Funds 

300.02 

300.00 

320.00 

8. Special Deposits of Non- 
j Government Provident Funds 

449.86 

535.00 

610.00 

1 

9. Other Receipts 

172.43® 

160.40@ 

274.41 

Total—Capital Receipts 

1 _ 

7694.59 

7939.03 

9004.89 

* Excludes accounting adjustment relating to the write off of Rs. 945.60 
crores in Budget estimate 1980-81 and Rs. 938.31 crores in Revised estimate 
1980-81 of loans advanced to State Governments prior to 1979-80, in 
pursuance of the recommendations of the Seventh Finance Commission. 

@ Excludes notional receipt of Rs 561.62 crores in Budget estimate 1980-81 
and Rs 561.05 crores in Revised estimate 1980-81 on account of subscription 
payable to I.M.F. in the form of securities and special drawing rights. 
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book publishing trade too is not un¬ 
justified. With the spread of literacy, 
the demand for paper is bound to mul¬ 
tiply fast. The appropriate way to meet 
the growing demand is to rapidly in¬ 
crease the domestic production of paper. 
Restraining of demand through raising 
prices will inject only undue compli¬ 
cations and malpractices. 

The pressure on our free foreign ex¬ 
change resources, indisputably, is mount¬ 
ing. But the invisible exchange earnings 
which continue to be buoyant, despite 
fears to the contrary, do not warrant any 
exceptionally harsh measures to restrict 
essential imports. With the domestic 
production of crude oil envisaged to be 
stepped up substantially from about 10 
million tonnes last year to over 17 mil¬ 
lion tonnes next year and further to as 
much as 29/30 million tonnes by the 
end of the current (Sixth) Plan period, it 
should be possible to contain the growth 
in the oil and petroleum products import 
bill. Along with the measures planned 
to boost exports and foreign tourism, 
this should make the position somewhat 
easier. A good deal of foreign exchange 


saving can also be effected if we cun 
utilise better the existing capacities in 
such important industries as steel and 
non-ferrous metals, cement, fertilizer,etc. 

The incidence of customs duties on 
several items of import has been brought 
down by the Finance Minister cither on 
the consideration that they are used by 
the disabled—and the current year is the 
International Year of the Disabled - orio 
foster the growth of the electronics and 
printing industries. The duty (basic plus 
auxiliary) has been reduced frem 120 
per cent to just 10 percent ad valorem 
on hearing aid appliances, braille watches 
and braille cne-day alarm decks imported 
by post or air for personal use. The 
auxiliary duty of customs has been 
maintained at the pre-budget level on 
orthopaedic appliances, braille watches 
and parts, tricycles for the crippled, 
hearing aids and parts for the benefit 
of the handicapped and the disabled. 

The import duty (basic, auxiliary and 
additional) has been scaled down from 
the pre-budget rales lo 30 per cent ad 
valorem on certain machines and testing 
instruments for the electronics industry 


and the customs duty (basic plus auxt 
liary) has been brought down from tWi 
pre-budget rates to 50 per cent ai 
valorem on certain raw materials am 
components for this industry. Th 
additional (countervailing) duty on sue 
items would be leviable only if classifies 
under the Central Excise Tariff itet 
No. 68. 

The other changes made in custom 
duties include: 

(i) Reduction in import duty (basi 

plus auxiliary) cn certain specified intei 
mediates for the manufacture of drug 
from 75 per cent lo 20 per cent ad valo 
rem (standard); ■ 

(ii) scaling down of the import dut 
(basic) from 100 per cent lo 60 per c^ 
ad valorem on colour scanners for use i: 
printing industry; and 

(iii) grant of full exemption from auxi 
liary duty on three GATT bound item 
and maintaining of the existing level g 
auxiliary duty on other GATT items j 
general in terms of the commilmenl 1 
the General Agreement on Tariffs an* 
T rade. 

The above concessions will involve ; 


Thededsion 

is unAiiiinous. 



(6EP0RE1 

Thefint Qtaflioe lA 
liMidtools in48 ocmntriiA 
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ijRacrifice of revenue from customs duties 
about Rs 2.3 crores. The additional 
^receipts from this source next year thus 
be around Rs 2S2.70 crores. 
its As regards excise duties, four proposals 
|of Mr Venkataraman deserve pertinent 
police. They relate to textiles, matches, 
^cigarettes and duty-free clearances by 
^mall producers. 

Excise Incidence 

The incidence of excise on certain 
extile items- mim-made fibres, filament 
|yarns, cellulosic spun yarn and non- 
cellulosic wastes, cotton yarn, woollen 
fjind acrylic spun yarn, non-cellulosic spun 
Myarn, cotton fabrics (non-conlrolled), 
itsilk fabrics, woollen fabrics, man-made 
^fabrics and wool lops and carded gillcd 
^silvers containing more than 50 pet cent 
Ifewool—has been enhanced through raising 
^he additional (textiles and textile articles) 
excise levy from 10 per cent of the basic 
jduty to 15 per cent. No change, of 
icoursc, has been proposed in the basic, 
‘additional (in lieu of sales-tax) and special 
i^xcise duties on these items. The addi- 
|tional receipts from this source around 
- Rs 33 crores will go to offset the subsidy 
l^incurred on the sale of controlled cloth. 
♦This subsidy, which was of the order of 
fabout Rs 66 crores this year, will grow 
|to Rs 100 crores in view of the stepping 
Sup of the output of controlled cloth 
fnext year. The proposal, thus, is not 
la revenue-raising one for the benefit of 
Ithe Central exchequer. 

The same is the case with the modi¬ 
fications proposed in the excise levy 
structure relating to matches. The con- 
^ccssional rate of excise duty on matches 
applicable to the middle sector and 
cottage units in this line of manufacture 
^--Rs 4.50 per gross boxes in the case of 
^the former and Rs 1.60 in the case of 
^the latter—has been withdrawn if power 
’^hs used by them in any of the labour- 
^inlen.sive processes of frame-filling, dip- 
"^ping splints in match composition, box 
**making, box filling, labelling and band- 
trolling and packaging. The units using 
|power in any of these processes will 
inow pay an excise duty at the rate of 
■Rs 5..50 per gross boxes. The idea 
|behind the proposal is to discourage 
ythese producers to mechanise their units 
which will affect employment. The above 


duty, as the Finance Minister has 
observed, is significantly lower than the 
one applicable to the fully mechanised 
units (Rs 7.20 per gross boxes). It 
exceeds the duty of Rs 4.50 per gross 
boxes applicable to the non-mechanised 
middle sector by one rupee. The re¬ 
venue significance of the measure is just 
negligible. 

With a view to preventing the 
possible infiltration of the middle 
sector into the cottage sector and in order 
to ensure that the benefit of the lower 
rale of excise accrues to the genuine 
cottage sector units, it has also been 
proposed to reimposc a ceiling on the 
clearances by cottage .sector units at con¬ 
cessional rates. The ceiling proposed— 
120 million matches per unit per annum- 
of course, is significantly more liberal 
than that—75 million matches- which 
existed prior to the 1980-81 budget. 


The modifications proposed in the 
excise burden on cigarettes will ensure 
better revenue to the Stales under the 
additional excise duty in lieu of sales-tax 
and entail some sacrifice of revenue by 
the Centre. The ratio between the basic 
excise duty and the additional excise 
duty in the composite rale applicable to 
cigarettes is to be changed from 76:24 
to 72.5:27.5. The specific duty element 
in the composite rale has been increased 
from Rs 21 to Rs 21.25 per thousand 
cigarettes. Whereas these changes will 
not bring in any additional revenue, the 
overall ratio between the yields from 
basic and special excise duties, on the 
one hand, and additional excise duties 
on the other, will improve to 2:1, taking 
together the three items sugar, textiles 
and tabacco—to which additional excise 
duties arc applicable. There will, thus, 
be a transfer of revenue to the Stales 


1 Details of Capital Disbarsements 

} (In crores of Rupees) 


1980-81 

1980-81 

1981-82 


Budget 

Revised 

Budget 

I. General Services 

375.57 

348.64 

480.29 

Defence Services 

326.85 

299.47 

405.94 

Other General Services 

48.72® 

49.17® 

74.35 

2. Social and Community Services 

164.68 

136.40 

202.52 

3. Economic Services 

2466.01 

2761.85 

3402.97 

General Economic Services 

60.36 

88.66 

153.83 

Agriculture and Allied Services 

244.03 

335.11 

419.96 

Industry and Minerals 

974.61 

1099.02 

1430.99 

Water and Power Development 

389.00 

394.81 

530.96 

Transport and Communications 




(Other than Railways and Posts 




and Telegraphs) 

246.71 

290.95 

320.03 

Railways 

482.00 

484.00 

482.00 

Posts and Telegraphs 

69.30 

69.30 

65.20 

4. Loans and Advances 

5150.49 

5879.19 

5485.73 

Loans and Advances to State and 




Union Territory Governments 

3018.74 

3310.50 

3318.51 

Loans for Social and Community 




Services 

36.65 

37.07 

38,14 

Loans for Economic Services 

1860.04 

2347.58 

1893,53 

Advances to Foreign Governments 

152.66 

79.24 

147.08 

Other Loans 

82.40 

104.80 

88.47 

Total Capital Disbursements 

8156.75 

9126.08 

9571.51 

@ Excludes notional expenditure of Rs. 

561.62 crores in Budget estimate 

1980-81 and Rs. 561.05 crores in Revised estimate 

1980-81 on 

account of 

[ subscription payable to I.M.F, in the form of securities and special drawing I 

1 rights. 



1 

V. 


_ 



SPECIAL BUDGET NUMBER 


692 







SPBCIAL BUDGET NUMBER 


tURCH 20, 1981 

















GROWTH, MONEY SUPPLY AND 
PRICES 1970-71 - 1981 -82 



EASmN ECONOMIST 


MARCH 20. 198) 









from the Centre under excise duties to 
the tune of Rs 21.72 crores. 

Before passing on to Mr Venkata- 
raman’s proposals relating to duty-free 
clearances by small producers, mention 
may be made of some rationalisation 
measures proposed by him in the excise 
structure. Two of these will net rupees 
four crores additional revenue—Rs 2 
crores each from tyres and non-ferrous 
entries in the Central excise tariff. The 
tariff entry and rate structure relating to 
tyres has been modified to make the 
legislative intent clearer and to minimise 
the scope for disputes in classification 
and assessment particularly in regard to 
off-the-road tyres used in bulldozers, 
scrappers and other earth-moving equip¬ 
ment. The existing rates of duties and 
duty concessions in respect of tyres both 
for agricultural tractors and their trailers 
have been maintained. The Central 
excise tariff has been extended in regard 
to non-ferrous metals to include wastes 
and scrap of these materials under the 
respective tariff entries. Whereas the 
additional revenue from this proposal 


will be negligible in the case of 
aluminium, lead and zinc, the revenue 
from copper will go up by rupees two 
crores 

Revenue to the tunc of another two 
crores rupees will accrue under excise 
duties through a third proposal in regard 
to rationalisation. It has been proposed 
to replace the present scheme concerning 
work on “job” basis under which excise 
duly is levied separately on the job 
charges j>aid to the job workers by a 
scheme under which duty will be paid 
by the principle manufacturer on the 
value of the finished goods. The measure 
will benefit the ancillary units under¬ 
taking job work. 

The most important proposals con¬ 
cerning excise duties, however, arc: (i) 
raising of the existing duty-free clear¬ 
ances limit under the general scheme of 
excise duly exemptions available to small 
manufacturers of 72 specified commodi¬ 
ties from live lakhs rupees to Rs 7.5 lakhs; 
and (ii) increasing the eligibility limit on 
plant and machinery for availing of ex¬ 
cise duly concessions available to small 


manufacturers of certain goods fror 
Rs 10 lakhs to Rs 20 lakhs. Both thesi 
proposals should benefit a large numbe 
of small manufacturers and enable then 
to compete more cffeclively with largi 
units. They are, thus, of great signi 
licance for the growth of the small-scal 
Sector. It, however, has been propose< 
to bring within the revenue net faclorie 
employing Jess than 10 workers bu 
having an annual turnover of more thai 
Rs 30 lakhs. Goods manufactured ii 
mines will continue to be exempt fron 
the duly. 

Several other modifications have al$< 
been proposed by Mr Venkataraman t< 
provide relief, though marginal, in excisi 
duties, these include : 

(i) substantial reduction in the pro 
cessing stage duty on woollen fabric 
produced in handlooms on the lines o 
the concession available to cotton fabric 
produced on handlooms; 

(ii) reducing of the excise duty cn 
“flocked” fabrics from the pro-budge 
level of base fabric duly plus 30 per cen 
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^ valorem to the base fabric duty plus 
15 per cent ad valorem; 

(iii) grant of exemption from duly to 
all hosiery articles falling under item 68 
of the Central Excise Tarifl‘; 

(iv) raising of the length of newsreels 
fUld shorts for excise proposes from 
■*not exceeding 500 metres" to "not 
tfXCecding 600 metres"; 

- (v) taking out of polyester film outside 
the scope of item I5A of the Central 
^Excise Tarifl'(plastics, etc.) and subjecting 
this film separately to an elTcctivc duty 
rate of 30 per cent within 50 per cent 
ceiling proposed at present; 

(vi) classification and rationalisation 
of the delinilion of "synthetic rubber”; 

(vii) grant of exemption from excise 
duty of Braille paper .supplied to a school 
for the blind or a Braille press as well 
iS to Braillie watches. 

The most significant point to be noted 
n regard to the changes in the excise 
luty structure is that the Finance Minister 
las very judiciously avoided any sharp 
like in these levies which has been acting 
IS a catalyst to inflation. This will be 
Ipalt with later at .some length while 
isscssing the impact of taxation mca- 
ures on the priceline. 

DIRECT TAXES 

As regards direct taxes, the Finance 
dinister, indeed, has been quite benevo- 
^nt, though allegedly at the expense of 
he State Governments. He ha.s released 
rom the personal taxation net as many 
S 14 million assessecs and granted relief 
aPging from Rs 220 to Rs 990 to another 
pproximaleJy II million out of a total 
( about 40 million income-tax payers 
1 the country. The 14 million assc.ssccs 
ave been released from the income-tax 
et by raising the exemption limit from 
.s 12,000 assessable income in the case 
findividuals, Hindu undivided families 
ither than those with one or more 
embers having separate income cxcced- 
g the exemption limit), unregistered 
ms, associations of persons, etc. In 
ct, if such tax-payers can avail of the 
8 5,000 exemption from income-tax 
. i account of eligible savings in the 
; rm of provident fund, life insurance 
emia, etc., the cfl'cctivc exemption limit 
ts raised to incomes upto Rs 25,000 


per annum. Further, since interest 
receipts from nationalised banks upto 
Rs 3,000 a year and dividends from the 
Unit Trust of India upto Rs 2,000 per 
annum are exempt from tax, persons 
with incomes upto Rs 30,000 annually 
can escape payment of income-tax. The 
exemption limit in the case of Hindu 
undivided families with one or more 
members having separate income exceed¬ 
ing the exemption limit, however, has 
been maintained to Rs ]2,0(X). 

Further Relief 

Some income-tax relief will be there 
for assessable incomes in the case of 
salaried classes beyond Rs 30,000 as 
well (even if there is no income from 
bank deposits or the Unit Trust) because 
the standard deduction has been in¬ 
creased to a ceiling of Rs 5,000 and made 
uniform at the rate 20 per cent. Hitherto 
the Ceiling was Rs 3,500 and whereas 
20 per cent standard deduction was 
applicable to the first Rs 10,000 annual 
income, this allowance for the higher 
income was restricted to 10 per cent, 
subject to the above ceiling. The revised 
standard deduction scheme has been 
made applicable to salaried persons even 
if they are in receipt of conveyance al¬ 
lowance or have been provided motor 
car, scooter or moped for the perfor¬ 
mance of their duties. Hitherto, the 
standard deduction in their case was 
limited to Rs 1,000 only. 

The nil rate of tax too has been raised 
to Rs 15,000, as against the practice 
followed in the recent past of subjecting 
assessable incomes beyond the exemp¬ 
tion limit from the slab of Rs 8,000, 
below which the rate of tax was nil. 

The above concessions in personal 
income-tax have been criticised in some 
circles on two considerations. First, 
they have been allegedly granted at the 
expense of State Governments. Second, 
they are considered counter to the deve¬ 
lopment needs of the economy the re¬ 
sources for which, it is argued, ought 
to be wrested in a larger measure from 
the “more” affluent. 

Taking up the latter criticism first, 
the critics do not seem to realise that 
all the sections of society arc contri¬ 
buting to development through indirect 


taxes and deficit financing. The pattern 
of excise duties is such that it affects 
more the lower middle, middle and higher 
income groups, though the poorer sec¬ 
tions too have to bear not an insignificant 
burden. Further, it is not fully appre¬ 
ciated that whereas in the recent years, 
both the assessable income levels higher 
than Rs 30,0(X) per annum and those 
lower than Rs 12,OCX) have been provided 
concessions in some form or the other- 
lowering the marginal tax rate or raising 
the exemption limit—the assessees in the 
slabs between the exemption limit and 
Rs 30,000 have been invariably subjected 
to a somewhat higher incidence of tax 
through raising the tax rates on them to 
compensate for the loss of revenue. If 
they have received some relief, it has 
been less than proportionate than that 
granted to the assessees in the other 
income brackets. In 1979-80, of course, 
the higher income slabs too were sub¬ 
jected to increased tax rates. Last year 
all the assessees with incomes over 
Rs 15,000 got some relief as a con¬ 
sequence of scaling down of the sur¬ 
charge from 20 per cent to 10 per cent. 
The middle income groups, thus, needed 
some specific relief. 

Revenue not Affected 

As regards the criticism that relief in 
personal income-tax has been granted 
at the expense of the States, while it is 
true that the State Governments will be 
foregoing substantial revenue from this 
source, but, as the Finance Secretary 
observed at a press conference soon after 
the presentation of the budget, it is wrong 
to assume that there is any conflict bet¬ 
ween the Centre and the States in pro¬ 
viding relief to those who deserved it. 
Concessions in income-tax have been 
accorded in the recent years without any 
murmur from the State Finance Ministers. 
Further, as the explanatory memorandum 
to the budget reveals, the share of States 
in income-tax receipts even next year 
will be significantly more since the revenue 
from personal income-tax would be going 
up to as much as Rs 1,559 crores from 
Rs 1,430 crores revised estimate and 
Rs 1,426 crores original estimate for the 
current financial year. 

The Finance Secretary has also stressed 
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that the share of States in the overall 
tax revenue of the Centre next year will 
not be less than what had been assured 
to them—Rs 3,956.86 crores during the 
discussions on the 1981-82 Plan. As 
against the promised figure, they will be 
receiving Rs 4,131 crores, despite the 
concessions granted. This year they are 
getting only Rs 3,792 crores, according 
to the revised estimate; the original esti¬ 
mate of their share was Rs 3,658 crores. 
The share of States next year in income- 
tax receipts alone will be Rs 1,029 crores, 
as against Rs 1,002 crores (revised) and 
Rs 932 (orginally estimated) this year. 
As mentioned earlier in this piece, there 
is to be a net transfer of some revenue 
to the States from the centre under excise 
duties. 


Higher Slabs Modified 

Significantly enough, while the Finance 
Minister has maintained the income- 
tax rates on assessable incomes beyond 
Rs 30,000 per annum, he has modified 
the rates on the slabs Rs 15,001 to 
Rs 25,000 and Rs 25,001 toRs 30,000 
to 33 per cent and 37.4 per cent, 
including the 10 per cent surcharge. 
The corresponding tax rate for 1980-81 
was 19.8 per cent on the Rs 15,001-20,000 
slab, 27.5 per cent on the Rs 20,001- 
25,000 slab and 33 per cent on the 
Rs 25,001-30,000 slab. The new rates 
are significantly higher than those sug¬ 
gested by the Wanchoo Committee—20, 
25 and 30 per cent. On the three slabs, 
respectively. This presumably has been 
done to avoid any unduly large erosion 
in the revenue from income-tax. It is, 
thus, uncharitable to assail Mr Venkata- 
raman for being too soft towards the 
middle income groups. In fact, his 
endeavour has been half-hearted, because 
of the resources restraints, in granting 
concession to the middle income groups. 
The income-tax payers also will continue 
to make deposits under the Compulsory 
Deposits Scheme which has been extended 
for a further period of two years to the 
assessment year 1983-84, with a minor 
poneciwion for early repayment in the 
case of persons crossing the age of 70 
fears before April 1, 1981. 

Some other small modifications have 
been proposed in the Income-tax Act 


Resources Transferred to State and Union Territory Governments 1 


(In crores of Rupees) 


1980-81 

1980-81 

1981-82 


Budget 

Revised 

Budget 

1. States’ Share of Taxes & Duties 

3658 

3792 

4131 

Union Excise Duties 

2715 

2777 

3085 

Income Tax 

932 

1002 

1029 

Estate Duty 

11 

12 

13 

Hotel Receipts Tax 


1 

4 

2. Statutory and Other Transfers 

785 

941 

836 

Grants 

483 

563 

534 

Loans 

302 

378 

302 

3. Assistance for Development outside Plan 

1082 

1096 

1132 

Grants 

157 

138 

114 

Loans 

925 

958 

1018 

4. Assistance for State and Union Territory Plans 2806 

3014 

3064* 

Grants 

1137 

1155 

1198 

Loans 

1669 

1859 

1866 

5. Assistance for Central & Centrally Sponsored 




Plan Schemes 

1098 

1165 

1055 

Grants 

975 

1050 

922 

Loans 

123 

115 

133 

6. Total Grants and Loans (2H 3+4-1-5) 

5771 

6216 

6087 

Grants 

2752 

2906 

2768 

Loans 

3019 

3310 

3319 

7. Less Recovery of Loans and Advances 

1017 

998 

1177 

Net Resources Transferred to State and 




Union Territory Governments (1 + 6—7) 

8412 

9010 

9041 


* In addition, in the Budget for 1981-82 Rs. 217 crores are provided for I 
Plan outlay of Union Territories without Legislature, Rs. 43 crores for j 
Plan schemes of the North Eastern Council and Rs. 138 crores for the | 
Rural Electrification Corporation. Thus, the total provision in the Budget I 
for 1981-82 for assistance towards State and Union Territory Plans amounts | 
to Rs. 3462 crores. I 

--- J 


with a view to plugging certain loopholes 
for tax avoidance through the medium 
of oral trusts or associations of persons— 
such trusts and associations of persons 
arc now envisaged to be charged to 
income-tax at the maximum marginal 
rale and to wealth-tax at the flat rate of 
three per cent or at the appropriate rate 
applicable in the case of an individual, 
whichever is higher, instead of being 
subjected to income-tax separately; in¬ 
creasing the quantum of deduction in res¬ 
pect of medical treatment of physically 
and mentally handicapped dependents; 
upgrading the qualifications for appoint¬ 
ment as members of Income-tax Appellate 


Tribunal; and realigning the provisions 
relating to Hindu undivided families and 
pensioners in view of the raising of 
income-tax exemption limit and standard 
deduction. 

Several, quite judicious though mode¬ 
rate, concessions have been proposed 
for the benefit of the organised as well 
as small-scale industries. These include: 

(i) reduction in surcharge on income- 
tax payable by all classes of companies 
from 7.5 per cent to 2.5 per cent so that 
the internal availability of funds in the 
corporate sector improves for financing, 
further investments; 

(ii) extension of the specified invest- 
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ment-related concessions under the 
Income-tax Act to 14 major groups of 
industries listed in the eleventh schedule 
to the Act such as electric fans, pres¬ 
sure cookers, glass and glassware, pig¬ 
ments, colours, paints, enamels, varnishes, 
blacks and cellulose lacquers, chinawarc 
and porcelainware, mosaic tiles and 
glazed tiles, synthetic detergents, ampli¬ 
fiers or any other apparatus used for 
addressing public, vaccum flasks and 
other vaccum vessels, etc; 

(iii) extension of the existing lax con¬ 
cessions available to the book publishing 
industry under Income-tax Act; 

(iv) increase in the expenditure limit 
of development allowance for the re¬ 
plantation of tea bushes; 

(v) doubling to twice the amount of 
paid-up share capital the ceiling limit 
on account of deduction in respect of 
special reserves by approved financial 
corporations and public housing financ¬ 
ing companies; 

(vi) inclusion of electronics industry 
in the ninth schedule to Income-tax 
Act and grant of complete exemption 


from income-tax to dividends derived 
by a domestic company from an Indian 
company engaged exclusively in the manu¬ 
facture of electronic components; and 

(vii) raising of the definition of small- 
scale industries for purpose of concessions 
under the Income-tax Act from Rs 10 
lakhs to Rs 20 lakhs. 

In view of the urgency to multiply 
fast exports and to facilitate the setting 
up of industries in free trade zones, the 
concessions available under the Income- 
tax Act to such units have been replaced 
by a complete tax holiday for an initial 
period of five years. Some of the 14 
major groups of industries mentioned 
above too have export potential. With 
a view to containing the misuse of the 
income-tax concession available to the 
exporting companies for development of 
export markets, rules arc to be framed 
which will identify a number of specific 
activities to be allowed under Section 
35B of Income-tax Act. 

In the interest of encouraging the deve¬ 
lopment and use of renewable sources 
of energy and to promote their utilisation. 


the depreciation on renewasble eactg^ 
devices and systems has been enhanced 
from 10 per cent to 30 per cent. Some 
other measures are also contemplated 
in this connection. These include makin| 
available of loans to the relevant iti* 
dustries on suitable terms from financia 
institutions and exemption from certaif! 
taxes and duties. 

As endeavours are being made to brini 
in foreign companies in the exploratioi 
for oil in the country, the Income-ta: 
Act and the Companies (Profits) Surta; 
Act has been extended to oil exploration 
olf-shorc. A provision is to be inserted it 
these acts to enable the Central Govern 
ment to provide by a notification for ai 
exemption, reduction in rate or othc 
modification in respect of Income-tax d 
Surtax when found necessary. Section 4 
of the Income-tax Act is to be amende* 
to provide for special deductions in th 
case of business of prospecting for o 
extraction or production of mineral oil 
so as to extend its scope to cover case 
where the Government itself docs nc 
participate in such business but doc 
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Goveniraeiit Expenditure (Revenue & CnpKnl) as per dent of Nationd Income : 1950^51 to 1^-411 


+— 


:%iod/Plan 

ai,., 

C)^ 

fii'' 

i 

Year 

Develop¬ 

mental 

Expendi¬ 

ture* 

N on- 
develop¬ 
mental 
Expen¬ 
diture 

Total 
Expendi¬ 
ture 1 ( 2 

Expenditure incurred 

Education, Agricul- 
Medical ture and 
and Rural 

Health Develop- 
and ment and 

Family Allied 
Planning Services@ 

upon 

Defence 

Net National Product at 
Factor Cost (-National 

1 Income) at Cunent 

i Prices 

Developmental* 

P 

Non-dev-elop- < 

mental g 

Total ^ S 

2 S’ 

Education, 9 *3 

Medical and & g. 

Health and s e 

Family Planning o " 

i 5 

Agriculture and o 

Rural Develop- n 

ment and Alli^ 3 

Services 

Defence 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(*) 

(9) 

(10) 

(H) 

(12) 

(13) 


1950-51 

380 

534 

914 

89 

33 

168 

8,833 

4-3 

6-0 

10-3 

1 -0 

0-4 

1 -9 



(41 -6) 

(58 -4) 

(100 0) 

(9-7) 

(3 *6) 

(18 -4) 








^ biminal Year 

1955-56 

796 

635 

1.431 

163 

75 

190 

9.272 

8-6 

6-8 

15-4 

1 -H 

0-8 

2-0 

'First Plan 


(55 -6) 

(44-4) 

(100 0) 

(11-4) 

(5*2) 

(13-3) 








aierminal Year 

1960-61 

1,599 

987 

2.586 

313 

143 

281 

13,263 

12-1 

7-4 

19 5 

2-4 

1 *1 

2-1 

yF 2nd Plan 


(61 -8) 

(38-2) 

(100 0) 

(12-1) 

(5-5) 

(10-9) 








Plan 

1961-62 

1,736 

1,108 

2.844 

373 

157 

312 

13,987 

12-4 

7-9 

20 3 

2-7 

1 -1 

2-2 

A ’ 


(61 0) 

(39 0) 

(100 0) 

(13-1) 

(5-5) 

(11 0) 








il 

1962-63 

1,997 

1,370 

3,367 

406 

172 

474 

14,795 

13-5 

9-3 

22 8 

2-7 

1 -2 

3-2 

s 


(59-3) 

(40-7) 

(100 0) 

(12-1) 

(5-1) 

(14-1) 








w 

1963-64 

2,349 

1,780 

4.129 

453 

193 

816 

16,977 

13-8 

10-5 

24 3 

2-7 

1 -t 

4-8 

tl, 


(56-9) 

(43 1) 

(100 0) 

(11 0) 

(4-7) 

(19-8) 









1964-65 

2.740 

1,852 

4.592 

525 

231 

806 

20,001 

13-7 

9-3 

23 0 

2-6 

I -2 

4-0 

V ■ 


(59 -7) 

(40-3) 

(100 0) 

(11*4) 

(5 0) 

(17-6) 








u. 

1965-66 

3,333 

2,074 

5,407 

612 

275 

885 

20,637 

16-2 

10-0 

26 2 

3 0 

1 -3 

4-3 

C 


(61 -6) 

(38 -4) 

(100 0) 

(H'3) 

(5-1) 

(16-4) 








atonal Plans 

1966-67 

3,261 

2,661 

5,922 

693 

295 

909 

23,848 

13-7 

tl -1 

24 8 

2-9 

1 -2 

3-8 

e 


(55 1) 

(44-9) 

(100 0) 

(II -7) 

(5-0) 

(15-3) 









1967-68 

3,548 

2,670 

6,218 

838 

311 

96K 

28.054 

12-7 

9-5 

22-2 

3-0 

I -1 

3-5 

i. 

T! 


(571) 

(42-9) 

(100 0) 

(13-5) 

(5 0) 

(15-6) 









1968-69 

3,795 

2.793 

6.588 

958 

342 

1,033 

28,607 

13-3 

9-7 

23-0 

3-3 

1 2 

3-6 

ii 


(57-6) 

(42-4) 

(100 0) 

(14-5) 

(5-2) 

(15-7) 








l>urth Plan 

1969-70 

3.962 

3,115 

7,077 

1,101 

320 

1,101 

31,606 

12-5 

9-9 

22-4 

3-5 

1 -0 

3-5 

a 


(56 0) 

(44 0) 

(100 0) 

(15-6) 

(4-5) 

(15-6) 








it '■ 

1970-71 

4,554 

3,512 

8,066 

1,239 

348 

1,199 

34,235 

13-3 

10-3 

23-6 

3-6 

1 0 

3-5 



(56-5) 

(43 -5) 

(100 0) 

(15-4) 

(4-3) 

(14-9) 









1971-72 

5,485 

4,241 

9,726 

1,408 

432 

1,525 

36,573 

15-0 

11-6 

26 6 

3-8 

1 -2 

4-2 

B 


(56-4) 

(43 -6) 

(100*0) 

(14-5) 

(4-4) 

(15-7) 








a 

1972-73 

6,304 

4,536 

10,840 

1,636 

630 

1,652 

40.270 

15-6 

11-3 

26-9 

4-1 

1 -6 

4-1 

tl 


(58 2) 

(41 -8) 

(100 0) 

(15-1) 

(5-8) 

(15-2) 









1973-74 

6,856 

5,052 

11,908 

1,817 

659 

1,681 

50,424 

13-6 

10-0 

23-6 

3-6 

1 -3 

3-3 



(57-6) 

(42-4) 

(100 0) 

(15-3) 

(5‘5) 

(14 1) 








^ Ifil Plan 

1974-75 

9,034 

5,778 

14.812 

—2,278 

877 

2,112 

59,446 

15-2 

9-7 

24 9 

3-8 

t -5 

3-6 

S 


(6! 0) 

(39 0) 

(100 0) 

(t5-4) 

(5-9) 

(14-3) 








C 

1975-76 

11,130 

7,000 

18,130 

2,645 

1,150 

2.472 

62,139 

17-9 

11-3 

29 2 

4-3 

1 -9 

4-0 

2 


(61 -4) 

(38 -6) 

(100 0) 

(14-6) 

(6-3) 

(13-6) 









1976-77 

12,611 

7,800 

20,411 

3.034 

1,363 

2,563 

67,362 

18-7 

11 -6 

30 3 

4-5 

2-0 

3-8 

C 


(61 -8) 

(38 -2) 

(100-0) 

(14-9) 

(6-7) 

(12-6) 









1977-78 

14,484 

7,919 

22,403 

3,360 

1,752 

2,634 

76,109 

19-0 

10-4 

29 4 

4-4 

2-3 

3-5 

t 


(64 -7) 

(35 -3) 

(100-0) 

(15-0) 

(7-8) 

(11*8) 








t 

1978-79 

16,719 

9,169 

25,888 

3,829 

1.905 

2,868 

81,228 

20-6 

11-3 

3f 9 

4-7 

2-3 

3-5 

i 

1 

(64-6) 

(35-4) 

(100-0) 

(14-8) 

(7-4) 

(11-1) 








- le Year 

i979-ab 

18,911 

10,624 

29,535 

4,461 

2,378 

3.273 

90,173 

21 -0 

11-8 

32-8 

4-9 

2-6 

3 *6 

' Rh Plan 

(R.E.)! 

(64 0) 

(36 0) 

(100 -0) 

(15-1) 

(8 1) 

(11-1) 








I ih Plan 

1980-81 

20,192 

12,396 

32,588 

4,905 

2,570 

3,600 

I08,208t 18-7 

11-4 

30-1 

4-5 

2-4 

3-3 

r 

(B.E.) 

(62 0) 

(38 0) 

(100-0) 

(15 1) 

(7*9) 

OtO) 









T. 

I 

t 

t 


R. E.«Revised Estimates. B.E.^Budget Estimates. *lncluding Loans and Advances (Gross), assuihption of a 20 per 

(growth at current prices. ((^.Includes Animal Husbandry, Community Development and Co-opmtion. However, due to the introduction of new 
ifflcation of budgetstry heads, figures from 1972-73 onwards are not strictly comparable with earlier figures. 

fEstimatcd at 20 per cent growth at current prices ibased on a 6 *5 per cent growth in real national income and a 13 *5 per cent increase in prices). 
Note; Figures in parenthesis represent the percentage share of the relevant *head* in the total (Government) expenditure during the year. 

Source : An UnpubUshed Official Document 
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BO through any person authorised 
^ by it. 

The Surtax on company profits, how¬ 
ever, has been made payable in advance. 
The purpose of doing so primarily is 
to make up next year for the loss of 
revenue resulting from the reduction in 
Surcharge on Income-tax on the cor¬ 
porate sector. 

The Estate Duty Act is to be modified 
significantly. The exemption limit under 
this Act is proposed to be raised from 
Rs 50,000 to Rs 1.5 lakhs as under the 
^Wealth-tax Act on the consideration of 
inflation-indexing. It is also proposed 
to provide that one residential house or 
part thereof will be valued for estate 
duty purposes on the basis as for the 
purposes of wealth-tax. 

Some modifications are also to be 
effected in the Wealth-tax Act with a view 
to. plugging certain loopholes for tax 
avoidance through the medium of oral 
trusts and associations of persons and 
raising the scale of fees for appeal to 
0^ihe Appellate Tribunal, etc, to the level 
specified in the corresponding provision 


in the Income-tax Act. The Gift-tax 
Act, the Interest-tax Act and the Hotel 
Receipts Tax Act are being amended for 
the purpose of stepping up, as in the case 
of Wealth-tax Act, the scale of fees for 
appeal to the Appellate Tribunal, etc. 

The guidelines for promotors’ contri¬ 
bution to the setting up of new industrial 
units are proposed to be liberalised. 
With an eye on promoting savings, in¬ 
terest rates on deposits with banks and 
the postal department have been selec¬ 
tively raised. A new national saving 
certificate is to be issued with a maturity 
of six years which will carry interest at 
the rate of 12 per cent per annum. It 
is proposed to make it encashable after 
three years also at a suitably discounted 
rate of interest. 

The proposals of the Finance Minister, 
aimed as they are at promoting savings, 
granting relief to the middle income- 
groups, generation of some additional 
internal funds for investment for growth 
and obviating the inflationary potential 
of excise levies, their impact on the 
price-line will be contained to the pres¬ 
sures emanating from the increased inci¬ 


dence of customs levies and the sizeable 
overall budgetary gap left uncovered. 
The Finance Minister has hinted that 
some additional receipts from the special 
bearer bonds issued to mop up uif 
accounted funds in the economy will 
reduce the deficit from the estimated 
level of Rs 1,810 crores. But it needs to 
be stressed that his optimism about 
eight per cent growth in industrial output 
next year, on which his budgetary esti¬ 
mates are based, may not materially. 
A deficit of about Rs 1,500 crores can be 
absorbed by the economy. A largei 
deficit will accentuate inflationary trends 
which though moderated a great deal 
in the recent months, are bound to get 
aggravated next month to some extent 
following the proposed increases in the 
procurement and issue prices of rahB 
grains and the raising of railway freight 
rates and later if the improvement in 
infrastructure falters or the international 
prices of oil are pushed up again by the 
OPEC. A serious discipline on Govern¬ 
mental expenditure, thus, is necessary to 
contain Ihe prices spiral. 

R. C. Ummat 


BENGAL POWER-WBSEB 

the Strength and 
energy of the 
state's Industry 
and Agriculture 

WBSEB today is playing a vital role in 
the state's surge forward in industry and 
agriculture. By steadily increasing the 
power generating capacity and the 
distribution network. 

WBSEB is proud of this behind-the- 
scene role in the nation's progress. 

And is working with the sole objective of 
doing even better. 

Omarmd to tho mood 
for moro powor 

west bengal state electricity board 
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Growth of Taxes In Relation to National Income 1950-51 to 1980-81 

(Centre, State and Union Territories) 


(Amounts in Rs. crores) 


Period/Plan/Year 


Direct Taxes Indirect Taxes 


Of which : Of which : 

Total--- - 


Total 

Taxes Central States’ 
(1+2) Taxes Taxes 
(4+5) 


Income Land Total Union Sales 
and Revenue Excise Tax 

Corpo- and Agri. Duty 

ration Income 


Pre-Plan 

Terminal Year of the First 
Plan 

Terminal Year of the Second 
Plan 

Third Plan 


Annual Plans 


Fourth Plan 


Fifth Plan 


Base Year for the Sixth Plan 




Tax 

Tax 








(1) 

(i«) 

(16) 

(2) 

(2«) 

(26) 

(3) 

(4) 

(5) 

1950-51 

231 

173 

55 

396 

68 

58 

627 

405 

222 


(36.8) 

(27.6) 

(8.8) 

(63.2) 

(10.8) 

(9.3) 

(100.0) 

(64.6) 

(35.4) 

1955-56 

259 

169 

87 

509 

145 

82 

768 

485 

283 


(33.7) 

(22.0) 

(11.3) 

(66.3) 

(18.9) 

(10.7) 

(100.0) 

(63.2) 

(36.8) 

1960-61 

402 

278 

107 

948 

416 

164 

1,350 

895 

455 


(29.8) 

(20.6) 

(7.9) 

(70.2) 

(30.8) 

(12.1) 

(100.0) 

(66.3) 

(.33.7) 

1961-62 

449 

322 

no 

1,094 

489 

187 

1,543 

1,054 

489 


(29.1) 

(20.9) 

(7.1) 

(70.9) 

(31.7) 

(12.1) 

(100.0) 

(68.3) 

(31.7) 

1962-63 

560 

407 

134 

1,305 

.599 

217 

1,865 

1,285 

580 


(30.0) 

(21.8) 

(7.2) 

(70.0) 

(32.1) 

(11.6) 

(100.0) 

(68.9) 

(31.1) 

1963-64 

693 

533 

140 

1,632 

730 

278 

2,325 

1,6.33 

692 


(29.8) 

(22.9) 

(6.0) 

(70.2) 

(31.4) 

(12.0) 

(100.0) 

(70.2) 

(29.8) 

1964-65 

742 

581 

139 

1,857 

802 

330 

2,599 

1.821 

778 


(28.5) 

(22.4) 

(5.3) 

(71.5) 

(30.9) 

(12.7) 

(100.0) 

(70.1) 

(29.9) 

1965-66 

734 

577 

130 

2,188 

898 

382 

2,922 

2,061 

861 


(25.1) 

(19.7) 

(4.4) 

(74.9) 

(30.7) 

(13.1) 

(100.0) 

(70.5) 

(29.5) 

1966-67 

767 

638 

105 

2,494 

1,034 

460 

3,261 

2,307 

954 


(23.5) 

(19.6) 

(3.2) 

(76.5) 

(31.7) 

(14.1) 

(100.0) 

(70.7) 

(29.3) 

1967-68 

780 

636 

120 

2,676 

1,148 

530 

3,456 

2,353 

1,103 


(22.6) 

(18.4) 

(3.5) 

(77.4) 

(33.2) 

(15.3) 

(100.0) 

(68.1) 

(31.9) 

1968-69 

840 

678 

136 

2,919 

1-,321 

598 

3,759 

2,510 

1,249 


(22.3) 

(18.0) 

(3.6) 

(77.7) 

(35.1) 

(15.9) (100.0) 

(66.8) 

(33.2) 

1969-70 

963 

802 

130 

3,237 

1,524 

684 

4,200 

2,823 

1,377 


(22.9) 

(19.1) 

(3.1) 

(77.1) 

(36.3) 

(16.3) 

(100.0) 

(67.2) 

(32.8) 

1970-71 

1,009 

844 

131 

3,743 

1,759 

786 

4,752 

3,207 

1,545 


(21.2) 

(17.8) 

(2.8) 

(78.8) 

(37.0) 

(16.5) 

(100.0) 

(67.5) 

(32.5) 

1971-72 

1,171 

1,009 

115 

4,404 

2,061 

860 

5,575 

3,872 

1,703 


(21.0) 

(18.1) 

(2.1) 

(79.0) 

(37.0) 

(15.4) 

(100.0) 

(69.5) 

(30.5) 

1972-73 

1,346 

1,183 

95 

5,090 

2.324 

989 

6,436 

4,505 

1,931 


(20.9) 

(18.4) 

(1.5) 

(79.1) 

(36.1) 

(15.4) 

(100.0) 

(70.0) 

(30.0) 

1973-74 

1,552 

1,324 

160 

5,836 

2,602 

1,179 

7,389 

5,070 

2,319 


(21.0) 

(17.9) 

(2.2) 

(79.0) 

(35.2) 

(16.0) 

(100.0) 

(68.6) 

(31.4) 

1974-75 

1,834 

1,584 

176 

7,389 

3,231 

1,582 

9,223 

6,322 

2,901 


(19.9) 

(17.2) 

(1.9) 

(80.1) 

(35.0) 

(17.2) 

(100.0) 

(68.5) 

(31.5) 

1975-76 

2,493 

2,076 

263 

8,689 

3,845 

1,982 

11,182 

7,609 

3,573 


(22.3) 

(18.6) 

(2.4) 

(77.7) 

(34.4) 

(17.7) 

vlOO.O) 

(68.0) 

(32.0) 

1976-77 

2,585 

2,179 

222 

9,747 

4421 

2,323 

12,332 

8,271 

4,061 


(21.0) 

(17.7) 

(1.8) 

(79.0) 

(34.2) 

(18.8) 

(100.0) 

(67.1) 

(32.9) 

1977-78 

2,680 

2,223 

240 

10,557 

4,448 

2,476 

13,237 

8,858 

4,379 


(20.2) 

(16.8) 

(1.8) 

(79.8) 

(33.6) 

(18.7) 

.100.0) 

(66.9) 

(33.1) 

1978-79 

2,851 

2,429 

282 

12,677 

5,367 

2,852 

15,528 

10,525 

5,003 


(18.4) 

(15.6) 

(1.8) 

(81.6) 

(34.6) 

(18.4) 

,100,0) 

(67.8) 

(32.2) 

1979-80 

3,053 

2,700 

210 

14,169 

1 5,825 

3,259 

17,222 

11,625 

5,597 

(R.E.) 

(17.7) 

(15.7) 

(1.2) 

(82.3) 

(33.8) 

(18.9) 

(100.0) 

(67.5) 

(32.5) 

1980-81 

3,466 

2,941 

287 

15,269 

6,265 

3,608 

18,735 

12,579 

6,156 


Sixth Plan 




Groivth of Taxes in Relation to National Income 1950-51 to 1980-81— Con/c/. 


(Centre, States and Union Territories) 


(Amounts in Rs. crorcs) 


Period/Plan/Year 


Percentage Share 
in ‘ Total: 
Central Taxes of 

Income Union 
and Excise 

Corpo- Duty 
ration 

Tax 

‘Total’ 
States’ 
Tax 
(Sales 
Tax 
(2b as 
Per¬ 
cent 
of 5) 

Net Tax Revenue as per cent of National 1 

National- 

Product 

at Fac- Total Total Total Central 
tor Cost Direct Indirect Taxes Taxes 
(National Taxes Taxes 

Income) 

(At Cur¬ 
rent 

Prices) 

Income 

States* 

Taxes 



(6) 

(7) 

(8) 

(9) 

(10) 

(11) ( 

[12)-(10+11)(13J 

-(13-1-14) 

» (14) 

Pre-Plan 

1950-51 

42.7 

16.8 

26.1 

8,833 

2.6 

4.5 

7.1 

4.6 

2.5 

Terminal Year of the First 

1955-56 

34.8 

29.9 

29.0 

9,272 

2.8 

5.5 

8.3 

5.2 

3.1 

Plan 

, Terminal Year of the Second 

1960-61 

31.1 

46.5 

36.0 

13,263 

3.0 

7.2 

10.2 

6.8 

3.4 

Plan. 

Third Plan 

1961-62 

30.6 

46.4 

38.2 

13,987 

3.2 

7.8 

11.0 

7.5 

3.5 


1962-63 

31.7 

46.6 

37.4 

14,795 

3.8 

8.8 

12.6 

8.7 

3.9 


1963-64 

32.6 

44.7 

40.2 

16,977 

4.1 

9.6 

13.7 

9.6 

4.1 


1964-65 

31.9 

44.0 

42.4 

20,001 

3.7 

9.3 

13.0 

9.1 

3.9 


1965-66 

28.0 

43.6 

44.4 

20,637 

3.6 

10.6 

14.2 

10.0 

4.2 

Annual Plans 

1966-67 

27.7 

44.8 

48.2 

23,848 

3.2 

10.5 

13.7 

9.7 

4.0 


1967-68 

27.0 

48.8 

48.1 

28,054 

2.8 

9.5 

12.3 

8.4 

3.9 


1968-69 

27.0 

52.6 

47.9 

28,607 

2.9 

10.2 

13.1 

8.7 

4.4 

Fourth Plan 

1969-70 

28.4 

54.0 

49.7 

31,606 

3.1 

10.2 

13.3 

8.9 

4.4 


1970-71 

26.3 

54.8 

50.9 

34,235 

3.0 

10.9 

13.9 

9.4 

4.5 


1971-72 

26.1 

53.2 

50.5 

36,573 

3.2 

12.0 

15.2 

10.6 

4.6 


1972-73 

26.3 

51.6 

51.2 

40,270 

3.4 

12.6 

16.0 

11.2 

4.8 


1973-74 

26.1 

51.3 

50.8 

50,424 

3.1 

11.6 

14.7 

10.1 

4.6 

Fifth Plan 

1974-75 

25.1 

51.1 

54.5 

59,446 

3.1 

12.4 

15.5 

10.6 

4.9 


1975-76 

27.3 

50.5 

55.5 

62,139 

4.0 

14.0 

18.0 

12.2 

5.8 


1976-77 

26.3 

51.0 

57.2 

67,362 

3.8 

14.5 

18.3 

12.3 

6.0 


1977-78 

25.1 

50.2 

56.5 

76,109 

3.5 

13.9 

17.4 

11.6 

5.8 


1978 79 

23.1 

51.0 

57.0 

81,228 

3.5 

15.6 

19.1 

12.9 

6.2 

Base Year for the Sixth Plan 

1979-80 

(R.E.) 

23.2 

50,1 

58.2 

90,173 

3.4 

15.7 

19.1 

12.9 

6.2 

Sixth Plan 

1980-81 

(B.E.) 

23.4 

49.8 

58.6 

108408* 

3.2 

14.1 

17.3 

11.6 

5.7 

•Estimated at 20 per cent growth at current prices (based on a 6.5 per cent growth in 

real national income and 

a 13.5 

per cent increase in prices). 

R.E. Revised Estimates. 

Note : Figures in parenthesis represent 
during the year. 

the percentage share of the relevant head 

Source : 

of tax m the ‘Total’ Tax Revenue 

An Unpublished Official Document 
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Most peoplB still think of Hindustan 
S^plworks Construction Limited as 
fp'pOiOljsts only in steelworks construction 
-Bliit today. HSCL stands for a total 
fiornpetance in almost every area of 
r construction activity 


Establrshad in 1964, as a construction 


pilency of the Government of India, HSCL 
:nas>.within a very short span of ijme, .; 
dayplpped,a variety of .ahoiheeriri().:pi^f 
jintqi;tp^hicol. disciplines.; 


Cbnstaftf ly updating its techhplbgy 
Ijiepabilities and infrastructure to mjaetMa: 
changing needs of the environnient: ASCii 
jhpw offers not. just selectad sefVijcasirr^ii:,::' 
but..p total turnby Opitstruotibhtpi^^^ 


HSCL-cap|[biljti.w that M 


aanstrttptif^i^ 


: Total napabV.iitiaffi-Miiive^^^^^^ 

.gendatiC; survaysiiii 

#Tbuhdations.bhd-itdji^ .. 

'^^bricatlon' aiid 

i!a^riBjiitiori.:of MpohaiiiMf^qijji^ 
ji# |nstallatio0;i:bf:i:^^^ 






.. 

Scope of operations : Integrated staei!^^ 
plants a Townships and buildings 

• Industrial plants • Bridges and highways 

# Power plants • Coke ovens and chemical 


plants # Silos • Dry docks • Dams 
W Mining complexes 


H$Ci^building « reputation overseas 


Rapognition of USiCL's capabilities has 
nOw coiiia from overseas, too. HSCL is 
ttjiaaaotly Working on a number af projects in 
Libyo and Iraq 


^PUSI^ STEEOAfOm^ 
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we donT build 
are castles 
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The Plan Budget 


The total plan outlay of the Centre, the 
^ States and the Union Territories (together) 

' is 20 per cent higher than last year i.e. 
Rs 17,478.81 crores against Rs 14,593 
crores. This is the increase in nominal 
terms. In real terms, after inflation is 
pillowed for, the increase is altogether less 
dramatic; which means that the country 
will get less value for money. While exa¬ 
mining the details of the Plan budget, it is 
useful to keep this in mind. 

First, the shares. The Centre's outlay 
is Rs 8,619 croret against Rs 7,340 crores 
last year i.e. an increase of 17.4 per 
cent. The budgetary support is Rs 6,309 
crores and the balance is to be met by in¬ 
ternal and extra-budgetary resources. For 
the States and the Union Territories, the 
^outlay is Rs 8,860 crores against Rs 7,253 
crores last year i e. an increase of 22 per 
cent. Next, the sectoral allocations. 

Agricultural and Allied Services: Page 
13 of the Plan budget indicates the outlay 
for agriculture as Rs 287.48 crores (On 
page 37 the statement showing the break¬ 
up by heads of development says Rs 293.14 
crores for the same head.) Whatever the 
correct figure, the break up is as follows: 
The lion's share goes to the Integrated 
Rural Development Programme (Rs 144.5 
crores). This programme is meant for 
giving subsidy to district rural develop- 
^ fment agencies for providing assistance to 
small farmers, marginal farmers, agricul¬ 
ture labourers and rural artisans. This 
programme also includes the earlier 
schemes of the Small Farmers Develop¬ 
ment Agency, the Drought Prone Areas 
Programme and the Command Area 
Development Programme. A substantial 
amount of Rs 30 crores is to go for agri¬ 
cultural inputs, which includes Rs 9.5 
crores for seed development and Rs 14.3 
crores for the development of manure and 
fertilisers. Minor irrigation gets Rs 14.05 
v^crorcs. The main outlay of Rs 6.2 crores 
is for the Central Ground Water Board. 
Area development has been allocated 


Rs 87.1 crores which is roughly equally 
divided between the CADP and the DPAP, 
with each accounting for about Rs 40 
crores. The balance is for the Desert 
Development Programme. 

The allocation for food is Rs 44 crores 
of which Rs 35 crores is for the Food 


Corporation of India for the construction 
of godowns. The Corporation Is expected 
to add 700,000 tonnes to its storage 
capacity. Fisheries development gets 
Rs 35.43 crores of which Rs 13 crores is 
for the trawler development fund. It is 
to be hoped that this money will be spentv 


^--^ 

Ta ble 1 

Sixth Five Year Plan- Public Sector Outlays 

(In Rs crores) 




Centre 

States 

U.Ts. 

Total 

I. 

Agriculture 

2450.13 

3119.02 

125.92 

5695.07 

n. 

Rural Development 

2314.87 

3020.03 

28.83 

5363.73 

III. 

Special Area Programmes 

-- 

1480.00 

-- 

1480.00 

rv. 

Irrigation and Flood Control 

635.00 

11395.48 

129.55 

12160.03 

V. 

Energy 

11995.00 

14293.56 

246.88 

26535.44 


Power 

New and Renewable Sources 

4725.00 

14293.56 

246.88 

19265.44 


of lincrgy 

100.00 

- 


100.00 


Pelrolcuni 

4300.(K) 

— 


4300.00 


C’oal 

2870.00 

- 

-- 

2870.00 

VI. 

Industry & Minerals 

12771.47 

218.5.86 

60.24 

15017.57 


Village & Small Scale 

923.40 

815.11 

41.94 

1780.45 


Large and Medium 

11848.07 

1370.75 

18.30 

13237.12 

VII. 

Transport 

8418.64 

3707.34 

285.99 

12411.97 


Railways 

5100.00 



5100.00 


Roads 

830.00 

2398.87 

210.09 

3438.96 


Road Transport 

70.00 

1111.40 

14.15 

1195.55 

VIII. 

Other Transport 

Communications and Infor¬ 

2418.64 

197.07 

61.75 

2677.46 


mation and Broadcasting 

3110.98 

28.61 

3.67 

3134.26 

IX. 

Science and Technology 

848.15 

17.05 

— 

865.20 

X. 

Social Services 

4453.42 

8830.88 

750.92 

2523.74 


fcduealioii 

734.75 

1624.07 

164.92 

2523.74 


Health & Family Welfare 
Housing & Urban Develop¬ 

1611.00 

1091.19 

128.86 

2831.05 


ment 

410.00 

1846.72 

231.68 

2488.40 


Water Supply & Sanitation 
Welfare of Scheduled Castes, 
Scheduled Tribes and other 

614.22 

3123.65 

184.15 

3922.02 


Backward Classes 

Special Central Additive for 
Scheduled Caste Component 

240.00 

709.00 

11.30 

960,30 


Plans 

600.00 


— 

600.00 


Social Welfare 

150.00 

109.78 

12.19 

271.97 


Nutrition 

14.95 

214.55 

8.64 

238.14 


Labour & Labour Welfare 

78.50 

111.92 

9.22 

199.64 

XI. 

Others 

261.34 

522.17 

17.96 

801.47 


Grand Total (I to XI) 

47250.00 

48600.00 

1650.00 

97500.00 
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Tablh II 

PiBii Ootlay of Centre (In Rupees crores) 

19m r f980-81 1981-82 

Budget Revised|Budget _ 

Petroleum and Petro-chemicals 141 ^1 


1980-81 1980-81 1981-82 
Budget Revised Budget. 


1. Central Plan provision in 


the Budget 

5322* 

5719 

6309 

2. Central aFsistance for Stale Plans 2839* 

3108 

3135 

3. Union Territory Plan pro¬ 




vision in the Budget 

255 

245 

327 

4. Total Plan provision in the Budget 8416 

9072 

9771 

5. Internal Resources for 




Central Plan 

2018 

1536 

2310 

Total Central Plan (1 f5) 

7340 

7255 

8619 

CENTRAL PI.AN 




General Services 

19 

21 

26 

Social and Community Services 




Education 

88 

73 

98 

Scienlific Research 

141 

128 

188 

Medical and Public Health 

IK) 

96 

125 

Family Welfare 

140 

132 

155 

Rural Water Supply 

100 

100 

no 

Housing 

55 

70 

52 

Special Central additive for 




Scheduled Castes Component Plans . .* 

100 

no 

Other programmes for welfare 




of Scheduled Castes, Scheduled 




Tribes and other backward classes 38 

38 

45 

Social Welfare 

35 

34 

33 

Other Programmes 

89 

72 

101 

Total 

796 

843 

1017 

ECONOMIC SERVICES 




General Economic Services 




Cooperative Fertilizer Factories 

20 

30 

75 

Other Cooperatives 

66 

66 

80 

General Financial and Trading 




Institutions 



72** 

Other Programmes 

10 

8 

n 

Total 

96 

104 

238 

Agriculture and Allied Services 




National Rural hmp. Programme 

340 

340 

180@ 

Special Programmes for Rural 




Development 

158 

136 

198 

Command Area Dev. Programme 

37 

34 

39 

Dairy Development 

73 

60 

52 

Animal Husbandry 

19 

9 

22 

Fisheries 

34 

23 

35 

Agricultural Financial Institutions 

109 

231 

111 

Other Programmes 

179 

139 

234 


(7) 

(6) 

(6) 

Total 

949 

972 

871 


(7) 

(b) 

(6) 

INDUSTRY AND MINERALS 




Village and Small Industries 




Khadi and Village Indusirie.s 

86 

86 

92 

Other Village and Small Industries 59 

50 

66 

Total 

145 

136 

158 

Machinery and Engineering In¬ 

73 

73 

89 

dust ties 

(45) 

(38) 

(44) 


Other Chemicals and Drugb 

(738) 

(711) 

(876) 

46 

41 

34 

and Pharmaceuticals 

(7) 

(6) 

(8) 

Fertilizers 

231 

186 

217 


(35) 

(30) 

(56) 

Shipbuilding 

13 

14 

15 


(1) 

(2) 

(1) 

Coal and Lignite 

473 

■ 472 

612t 



(13) 

Iron and Steel 

493 

699 

569 


(310) 

(39) 

(227) 

Non-ferrous Metals 

79 

129 

186 

Consumer Industries 

(27) 

130 

(8) 

127 

'IS 


(9) 

(5) 

(13) 

Atomic Energy Industries 

47 

38 

50 


(3) 

(1) 

(1) 

Industrial Financial Institutions 

56 

106 

74 

Other Industries 

7l 

11 

97 


(13) 

(7) 

(7) 

Total 

1956 

2239 

2449 


(1188) 

(847) (1256) 

Water and Power Development 

Irrigation, Flood Control and 
Navigation 

Power Development : 

48 

42 

55 

Hydro Electric Power Projects 

52 

81 

98 


(.36) 

(35) 

(51) 

Thermo Electric Power Projects 

315 

296 

398 

Nuclear Power Projects 

64 

61 

83 

Other Schemes 

24 

18 

44 

Total 

455 

456 

623* 


(36) 

(35) 

(51) 

Total 

503 

498 

678 


(36) . 

(35) 

(51) 

Transport and Communications 



Railways 

482 

509 

482 


(278) 

(253) 

(498) 

Posts and Telegraphs 

69 

69 

65 


(346) 

(310) 

(409) 

Ports 

58 

55 

64 


(41) 

(24) 

(42) 

Civil Aviation 

51 

98 

83£ 


(121) 

(58) 

(46) 

Shipping 

119 

102 

124 

Roads 

114 

115 

119 

Satellite Programme 

40 

33 

31 

Other Programmes 

70 

61 

62 

Total 

1003 

1042 

1030 


(787) 

(648) 

(997) 

'] Budget 

5322 

5719 

6309 

Central Plan Unternal Resources 

(2018) 

(1536) (2310) 

J Total 

7340 

7255 8619 


Figures in brackets represent intcrnal/cxiru budgetary rcsouiccs for the Central Plan estimated tu be available for financing the 
outlays itf the concerned undertakings in addition to the Budget allocations. 

Sector Pregramme-uise details shown in this Statement generally fu I low the classification adapted in the Budget and Accounts. 

*ln P>ii0-81 Budget the prv>visk>n for Special Central additive for Scheduled Castes Component Plans wa^ included in Central assistance 
for State Plan. In 1080 81 Revised and 1981-82 Budget this has been included in the Central Plan. **includes Rs 70 crores for the Export 
Import Bank of India. ^ An equal am. unt will be prc.vidcd by the State Governments also, jiln addition, Rs 47 erores (Rs 34 crores Budget 
support und Rs-13 crores internal sources) for the Noyveil Lignite Corporation power plants included under industry and Minerals->*Coal 
and Lignite.’ fl^xcludes a provision of Rs 2 crores for Central Fuel Research Institute, which has been taken under 'Scientific Research.* 
ilncliisive of Rs 5 crores for Hotel Corporation of India, a subsidiary of Air India. 
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usefully for the acquisition of trawlers for 
■ deep sea fishing because while exports of 
fish and fish products have been increas* 
ing they have done so at a declining 
pace as the potential in the inshore and 
^oa^tal areas has been largely exhausted. 

The outlay for rural development is 
Rs 187.56 crores of which Rs 180 crores 
is for the National Rural Employment 
Programme. The NREP is the new name 
of the Food-for-Work Programme which 
was introduced in 1977, The Central 
share here has been reduced because until 
last year no funds were expected from 
the States. From this >ear onwards, the 
States are to provide a matching amount 
so that the total Plan outlay for this year 
is Rs 360 crores which is Rs 20 crores 
more than last year. 

Financial Institutions 

. Agricultural financial institutions are 
to get Rs 110.8 crores and the provision 
is mainly fi>r budgetary support to the 
Agricultural Refinance and Development 
Corporation. It is worth noting that the 
allocation for 1981-82 is Rs 120 crores 
less than it was in 1980-81. 

Industry and Minerals: Village and 
small industries have been allocated 
Rs 157.64 crores of which the major pro¬ 
vision (Rs 92 crores) is for Khadi and 
Village Industries. Machinery and engi¬ 
neering industries get Rs 89.45 crores of 
which nearly Rs 52 crores is for BHFL, 
for its various continuing .schemes and 
also for introducing larger sized units in 
power systems. The value of production 
of equipment by BHEL is expected to 
reach Rs 850 crores during 1981-82 which 
would mean a growth of 10 per cent over 
1980-81. This heavy allocation to BHEL 
is in keeping with the Government’s 
policy of giving a fillip to the power 
generation in the country. 

The allocation for drugs and pharma¬ 
ceuticals is nearly Rs 30 crores and the 
provisions include the continuing schemes 
at Rishikesh, Hyderabad, Muzaffarpur 
and the formulations unit at Gurgaon. 
Also included is the formulations plant at 
Madras. 

The allocation for fertiliser is Rs 217.38 
crores. In addition Rs 55.58 crores are 
expected from the internal resources of 


the RCF, the NFL and FACT. A bulk 
of this (Rs 40 crores) is to come from 
RCF. The provision covers the various 
ongoing fertiliser projects as well as the 
new gas based plants at Thai Vaishet 
(Rs 100 crores) and Namrup (Rs 30 
crores). 


The outlay for Telecommunications and 
Electronics is nearly Rs 25 crores, in addi¬ 
tion to which Rs 3.73 crores are expected 
from the internal resources of the ITI. 
The targets for 1981-82 are the installai* 
tion of 65,000 cross bar exchange linet 
and 575,000 telephones. The Electronics 


r— 


Tablk III 

Plan Outlays by Heads of Development 1981-82 

(Centre, States and Union Territories) (In Rupees crores) 


Head 

Centre 

States 

UniiSn 

Total 




Territories 


1. Agriculture 

454.50 

570.47 

22.50 

1047.47 

11. Rural Development 

436.36 

572.28 

5.42 

1014.06 

111. Special Area Programmes 


270.(W 


270.09 

(i) Hill areas 

-- 

‘)2.00 


92.00 , 

(ii) 7'ribal areas 

~ 

85.00 


85.00 

(iii) North Eastern Council 

(iv) Development of Backward 


70.00 


70.00 

Areas 


2.3.09 


23.09 

IV. Irrigation and Mood Control 

97.00 

1885.27 

24.28 

2006.55 

V. Knergy 

2324.8K 

2527.98 

41.98 

4894.84 

(i) Power 

721.00 

2527.98 

41.98 

3290.96 

(li) Petroleum 

I0I().8S 



1010.85 

(iii) Coni 

(iv) New and Renewable 

578.03 



578.03 

Sources of Energy 

1.5.00 



1.5.00 

VL Industry and Minerals 

2232.48 

414.01 

10.58 

2657.07 

(i) Village and Small Scale 





Industries 

162.45 

144.41 

8.66 

315.52 

(ii) Large and Medium 





liuliistries 

2070.03 

269.60 

1.92 

2341.55 

VII. Transport 

VI11. Communications and Informa¬ 

1535,17 

677.96 

79.82 

2292.95 

tion and Broadca.stinf^ 

.565.95 

6.43 

0 68 

573.06 

IX. Science and I'eclmology 

149.03 

4.30 


1.53.J3 

X. Social Services 

778.53 

1495.74 

137.61 

2411.88 

(i) Education 

107.11 

284.79 

.V).|S 

422.08 

(ii) Health 

125.00 

209.15 

22.20 

356.35 

(iii) Family Welfare 

155.00 



155.00 

(i\) Housing 

58.93 

241.65 

22.76 

.323.34 

(V) Urban Development 
(vi) Water Supply and Sani¬ 

19.06 

89.53 

17.57 

126.16 

tation 

112.45 

488.40 

17.30 

6.38.15 

(vii) Welfare of Scheduled 





Castes, Scheduled Tribes, 

& other Backward 

Classes 

45.00 

102.38 

2.03 

149.4] 

(vii') Special Central additive 





for Scheduled Castes 
component Plans 

110.00 



I10.0( 

(ix) Social Welfare 

32.60 

20.49 

2.M 

55.4( 

(X) Other Items 

13..38 

59.35 

3.20 

75.9- 

XI. Others 

44.83 

107.83 

4.85 

157.5' 

(j) Rjehahilitation 

29.05 


- 

29.o; 

(li) Other Items 

15.78 

107.83 

4.85 

I28.4< 

Total 1 to XI 

8618.73 

8532.36 

327.72 

I7478.H 
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ttidttstry has been allocated Rs 6.6 crores 
A^hich includes Rs 4 crores for the Semi- 
IJonductor Complex Limited. 

The budgetary support for the iron and 
Steel industry is Rs 570 crores, in addi- 
lion to which Rs 126.6 crores arc expect¬ 
ed, from internal resources. As might be 
rxpected SAIL gets Rs 759 crores which 
jt is expected to spend on the following 
programmes: 

(a) Expansion of Bokaro (4 million ton¬ 
ics) for which Rs 165 crores have been 
.jar-imarked. The total for Bokaro is 
Its 225.45 crores. In addition Bokaro is 
Iso expected to set up a slag granula- 
|Oh plant. It is worth noting that the 
our million tonnes expansion is now 
ehedulcd to be completed only in Decern- 
ier, 1982 and the cold rolling mill com- 
lex is expected to be ready not earlier 
Ian September, 1983. 

, (b The outlay for Bhilai is Rs 214.05 
>ores of which Rs 190 crores is meant 
pr the four million tonnes expansion 
;heduled for completion by October, 
982. 

(c) The outlay for Rourkela is Rs 80.65 


crores which Includes Rs 60 crores for the 
silicon steel project which is expected to 
be completed by January, 1982. 

(d) The outlay for Durgapur is Rs 56 
crores of which Rs 35 crores are for the 
captive power plant. The first 60 MW 
unit is expected to be completed by Sep- 
tember, 1982. 

In addition to this, the Salem steel 
plants gets Rs 23 crores, the first stage of 
which is scheduled for completion by 
September, 1981. For the 3.4 million 
tonnes plant at Visakhapatnam, which 
was sanctioned in June 1979, an outlay of 
Rs 130 crores has been made to meet the 
capital expenditure on the project during 
1981-82. The total cost of the project is 
estimated at Rs 2,256 crores. 

The outlay on the Atomic Energy 
industries is Rs 50.62 crores and includes 
Rs 13.45 crores for the Heavy Water 
Plants at Kota and Talchcr. A pnwision 
of Rs 3 crores has also been made for 
setting up three new heavy water plants. 
There is also provision of Rs 7.65 crores 
for the nuclear fuel complex and all the 
fuel fabrication plants of the complex 


have already been commissioned, these 
facilities arc being expanded to supple¬ 
ment the power needs envisaged during 
the SixtQ Plan. Other provisions include 
Rs 8 crores for the power reactor fuel 
reprocessing plant at Tarapur and Rs 18.5 
crores for financial assistance to Indian 
Rare Earth Ltd, mainly for its Orissa 
Sands Complex Project and the Uranium 
Corporation of India Limited. 

The outlay on consumer industries is 
Rs 146.74 crores of which Rs 103.17 
crores are meant for paper. Out of this, 
Rs 101 crores are for assistance to the 
Hindustan Paper Corporation for its con¬ 
tinuing schemes which include the Kerala 
Newsprint project, the Nagaland project, 
the Nowgong Pulp and Paper project and 
the Cachar Pulp and Paper project. The 
provision for cement is Rs 22.35 crores 
for the Cement Corporation of India. In 
addition to this the Corporation is ex¬ 
pected to make available Rs 10 crores 
from its internal resources. Cement pro¬ 
duction is expected to be a little more than 
19 lakh tonnes during 1981-82. 

—T.C.A. Srinivasa-Raghavan 



Veit^ when 

UBi 

manages your money 

When expert hands at UBI set youi money m 
motion it gathers handsome interest and brings 
economic benefit to you and the country Saving 
is paying at UBI—your friendly neighbour. 

United Bank of India 

(A Govnnmtni o/ IndiS 
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The Big Six of the Plan Budget 


Planning in India is not a grand master 
strategy spread out over several years. 
Instead, since the mid-sixties, it has been 
more a question of shuffling funds to sec¬ 
tors which need a leg-up. The Plan out¬ 
lay in the 1981-82 budget also reflects this 
4' tendency. The table below shows how. 

Six sectors—coal, oil, thermal power, 
rural development, scientific research and 
non-ferrous metals -account for nearly 
29 per cent of the total Plan outlay in the 
budget i.c. Rs 1,822 crores out cf Rs 6,309 
crorcs.* 

In terms of percentage increases over 
last year, scientific research takes the top 
sjTot at 46.8 per cent (Rs 188 crores this 
year against Rs 128 crores last year). This 
outlay docs not include provision for 
^ scientific research made in sectoi.i like 
agriculture, irrigation and power. Of 
these 188 crores, the Department of Ato¬ 
mic Energy is the major recipient with 
Rs 40 crorcs. And of these 40 crorcs, 
BARC and the Reactor Research Centre 
at Kalpakkam get nearly 27 crorcs. The 
rest is spread thinly between the other 
organisations. 

The Department of Science and Techno¬ 
logy gets nearly 35 croics of which 10 
crorcs are for schemes for the develop¬ 
ment of new energy sources which will be 
implemented by the Alternate Energy 
Commission now being set up. The 
f Department of Space gets Rs 46.53 
crores for the development of rocket 
technology and satellite launch capabilities 
(nearly Rs 15.5 crores). The rest goes to¬ 
wards satellite development (Rs 10.81 cro¬ 
res), space applications, and the Srihari- 
kota Centre. The Department of Electro¬ 
nics, Meteorology and the Department of 
Environment get a total of Rs 30 crores 
between them. 

The second place goes to non-ferrous 
metals with an increase of 44.1 per cent. 
The budget provides Rs 186 crores this 
\ year against Rs 129 crores last year. Of 

*lQternal resources expected to be generated are 
not included in any of the figures. 

NUMBBR 
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the Rs 186 crorcs, aluminium gets the 
share of two lions (Rs 103.63 crores)- Rs 90 
crorcs out of this is for the National Alu¬ 
minium Company which was set up in 
.lanuary to execute th: new project in 
Orissa, Copper, zinc and lead have got 
Rs 81 crores between them. Gold, the 
te.st non-ferrous metal of them all, gels 
Rs 72 lakhs. 

At number three is the oil and p.tro- 
chcmical sector (42.5 percent). The out¬ 
lay here has been increased by Rs 60 
crores The budget provision is Rs201 
crores, in addition to which there is ex¬ 
pected to be Rs 876 crorcs from internal 
and extra-budgetary resources. Thus, 
in 1981-82 Rs 1,077 crores will be spent 
on this sector. Of this, the ONGC is to 
get Rs 670.18 crores. It will spend 
Rs 504.42 crorcs on the offshore pro¬ 
gramme and Rs 158.90 crores on the on¬ 
shore programme. The idea, apparently, 
is to step up off-shore oil production to 
8.4 million tonnes from the present 5.2 
million tonnes and on-shorc production 
to 5.3 million tonnes fiom the present 
4.29 million tonnes. 

Oil India is to get Rs 40 crorcs of which 
Rs 11.6 crorcs is ear-marked on the LPG 
project expected to be completed by the 

Plan Outlay fo 


end of this year. IOC gets Rs 168.3.' 
crorcs and the expectation is that seveia 
projects (such as the Mathura Refinery 
the secondary processing facilities at th< 
Gujarat Rclincry, the Viramgam-Mathuri 
crude oil pipeline, the expansion of th< 
Gauhali Siliguri products pipeline and the 
lirst phase of the Mathura-Delhi-Ambala'* 
Jullundur products pipeline) will be com* 
missioned this year. 

An examin ition of the provisions made 
to Bharat Petroleum, Hindustan Petro* 
leuni, Madras Refineries, C.ochin Refine¬ 
ries, the Bongaigim Refinery and th< 
Indian Petrochemicals Corporation showf 
that a serious effort is now being made 
towards expanding refining capacity. 
However, it is still not clear whether the 
thinking in the Government of India has 
shifted towards planning for marginal 
surpluses instead of the policy of keepitig 
the deficit going. 

Rural development (excluding the 
NRFP) follows with an increase of 39.4 
per cent. NRFP has not been included 
here because the Central component ir 
the tcital outlay of Rs 360 crores on it hat 
been reduced to Rs 180 crorcs. Th< 
balance 180 crorcs is to come from th< 
States. Thus, the outlays for CADP anc 

Six Sectors (Rs crores" 


Sector 

1980-81 

(Revised) 

1981-82 

(Budget) 

Increase 

Scientific Research 

128 

188 

60 

(46.8%) 

Non-ferrous Metals 

129 

186 

57 

(44.1%) 

Oil and Petrochemicals 

141 

201 

60 

(42.5%) 

Rural Development* 

170 

237 

67 

(39.4%) 

Thermal Power 

296 

398 

102 

(34.4%) 

Coal 

I. 472 

612 

140 

(29.6%) 

Total 

1336 

1822 

486 



♦Comprising CADP and Special Programmes for Rural Development only. Thi 
NREP outlay has been reduced to Rs 180 crores as the States will now provide at 
equal amount. It is therefore not included in this table. 

Source : Derived from Statement VII of ‘Budget at a Glance’, 1981-82. 
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together come 4o Rs 237 crores 
^gainst last year’s Rs 170 crorcs. Of this 
, Rs 39 crorcs is meant for the CADP and 
198 crores for SPRD.* 

The next highest increase is in the thermal 
^l^wer sector (34 4 per cent). The outlay 
jjjll^as been increased from Rs 296 crores to 
I Rs 398 crores of which the NTPC’s share is 
per cent or Rs 3''5 crores. It can now ^et 
' :1bn with the superthcrmal projects at Sing- 
l^uli, Korba, Ramagundam and F<'irakka. 
is also expected to start the new scheme 
Waidhan, Kahalgaon, Pcnch, Chandra- 
!^^ur and Mongru. 

) ' At the bottom i»f the scale is coal which 
' :15hows an increase of 29.4 per cent. In 
^Jgbsolutc terms, however, the outlay is 
Jtjuite impressive at Rs 612 crores, repre- 
^ienting an increase of Rs 140 crorcs over 
*la8t year. Coal India, the prince amongst 
• ilOss-makers, will get Rs 416 crores and 

rc *Whal the-^c '.Spe ial programmes for Rural 
UlDevc’opmciii” arc Is not specified in any of lb,‘ 
|hudget dociimenis. 


Strive towards increasing its production 
to 106 million tonnes against 99 million 
tonnes in 1980-81. Singareni gets Rs 35 
crores and will try to produce 12 million 
tonnes. Neyvcii Lignite’s share of the 
cake is 16 per cent at Rs 99 crorcs. It is 
expected to produce 5.8 million tonnes in 
1981-82 against 4.6 in million tonnes 
1980-81. 

So far so good. Quite obviously a lot 
of money is going to be spent on the key 
sectors. (Incidentally, iron and steel is 
not included here because of two reasons: 
one, the budgetary support for it has 
been reduced by Rs 133 croics and two, 
the internal resources expected are quite 
modest at Rs 227 crores. As a result the 
total outlay on it has increased only margi¬ 
nally from Rs 738 crores to Rs 796 crores. 
But spending alone does not ensure result. 
The central point is implementation, or 
rather, in the Indian coutext, the lack of 
it. It sounds terribly doomsday-ish to say 
that we are running out of time, but some¬ 


thing like that is taking place. The delays 
in project implementation must be mini- ^ 
mised because, otherwise, not only will 
India not get what it wants on time, but 
when it does get it, it will end up paying 
up far more for it; of which a single 
example will suific;;. The Mathura Refinery 
was to have been commissioned in 1980. 
As things stand, it will not become fully 
operational till the end of 1983. 

This sort of thing imposes not only a 
higher pecuniary cost but also a higher 
real cost in terms of benefits foregone 
during the period of delay. The Govern . 
ment, no doubt, is aware of this and 
presumably intends to do something about 
it. Its success or failure in translating 
these intentions into actuality will become 
known when the budget is presented in 
1982; for then, very possibly, we will once 
again find the Plan budget saying what it 
says this year and lias been saying for the 
last few years. 

—T.C.A. Srinivasa-Raghavan 
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Karnataka now offers an exciting new incentive 
for industrial units. A subsidy of Rs 30 lakhs 
for the first industry investing more than 
Rs 3 crores in fixed assets,in 50selected talukas 
all over the State. And 10% of the investment- 
up to Rs 10 lakhs—for all other new industries 
in these areas. 

This IS in addition to the existing package of 
incentives And did you know that we have no 
power-cut up to 250 KVA under any 
circumstances ? 

For Karnataka cares for the medium and small 
investor. 


Come and discuss your new project with us 

n/7ioanr:N 



The Chairman & Managing Director, 
Karnataka Stata Industrial 
Investment b Development Corporation 

36, Cunningham Road. Bangalore.560 052. 
Phone ;(0812) 28609 
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or Karnataka cares for the medium and small 36. Cunningham Road, Bangalore-56C 
nvestor. Phone ;(0812) 28609 
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THE LAESHMI MILLS COMPANY UMITED 

348, AVANASHI ROAD, COIMBATORE : 841 037 


'4 

5 

$ 


S 

s 


Spindles : 2,14,560 Looms : 504 

Telegrams : ‘LAKSHMI’ COIMBATORE — 'LAKSHMIMIL* KOVILPATTI 
'RUKMANI' SINGANALLUR 

Telex: COIMBATORE — 0855-212 

KOVILPATTI — MA 0445-286 
SINGANALLUR — 0855-236 

Telephone : COIMBATORE — 30251 to 30255 
KOVILPATTI — 613 & 614 
SINGANALLUR — 87335/87337 


Manufacturers of Fabrics and Yarns of the Finest Quality 


'SUPRABHA’ 

•GALAXY’ 

•SUVARNA' 

‘SUPER STAR’ 
•SUPREMACY’ 

•APSARA’ 

•EXCELLANCE’ 
•EMPEROR’ 
•ROYAL GOLD’ 
‘GOLD CROWN’ 
•LAKSHMI STAR’ 

•CITIZEN’ 

‘PRITI’ 

‘BALLERINA’ 

•PRIYA’ 

•ROOPMATHI’ 

•POLY CROWN’ 
‘CHANCELLOR’ 


1 

I 


i 

I 

1 


Ask by name our following fabrics 

100% POLYESTER SAREES 

100% POLYESTER PRINTED SHIRTINGS 
100% POLYESTER BLOUSE MATERIAL 

100% POLYESTER AND POLYESTER BLENDED SHIRTINGS 

100% COTTON PRINTED DRESS MATERIAL 
100% COTTON PRINTED SAREES 

2X2 AND 1X1 BLOUSE MATERIALS 

POLYESTER/CELLULOSiC BLENDED SUITING 




711 


MARCH 20, 198J 



Mounting Debt Servicing Charges 


I Among thi- major non-PIan items of ex- 
|:penditure in the budget estimates for 
11981-82, the Finance Minister has made 
l^provision of Rs 3,124 crores for interest 
I payment on market loans, external debt, 
I fmblic deposits, etc (Table I). It indicates 
|a staggering jump of about Rs 460 crores 
lover the revised estimates of expenditure 
? under this head of Rs 2,665 crores for 1980- 
^ 81, representing a 17.2 per cent increase, 
iInterestingly, the mention of this item in 
^^the Finance Minister’s budget speech 
r^mes immediately after the estimate 
^^given for the country’s Defence expendi- 
‘^ture which is slated at Rs 4,200 crores, 
increase of just Rs 400 crores over the 
fafTevised estimates of Rs 3,800 crores for 
.the year 1980-81. This brings into sharp 
focus the dimension that interest payment 
is assuming in the non-Plan expenditure 
rof the nation. 


Market Loans 


According to the Finance Minister’s 
.estimate, receipts from market loans dur- 
:iog 1981-82 will amount to Rs 2,800 cro¬ 
res compared to Rs 2,600 crores in 1980- 
^81 revised estimates. Small Savings will 
:iyicld Rs 1,250 crores compared to Rs 
4I»100 crores in 1980-81, External assis- 
Itlince net of loan repayment is estimated 
pt Rs 1,379 crores compared with Rs 1,258 
f^DTOres revised estimates for 1980-81. A 
tjeredit of Rs 800 crores has been taken for 
'fpceipts from the sale of special bearer 
Ibonds in the budget year. 

{ Reverting to the burden of interest 
i^barges on the liabilities of the Central 
Government, the revised figures for 1980- 
4l at Rs 2,665 crores represent an increase 
of around 20 per cent over the actual ex¬ 
penditure of Rs 2,210 crores incurred in 
1979-80. It two years, thus, the interest 
jpaynicnt liability of the Central Govern¬ 
ment will have increased by an awesome 
l^igure of around Rs 914 crores or by over 
; fO per cent. 

Going further back to 1970-71, the 


interest liability has multiplied more than 
five-fold from a mere Rs 605 crores to the 
estimated figure of Rs 3,124 crores for the 
budget year. Well, it is not certain that 
this is the final figures for the budget 
year which may not escalate further. The 
revised figures for 1980-81 at Rs 2665 
crores had shown an increase of nearly 
Rs 67 crores over the budgeted figure of 
Rs 2598 crores. 


The percentage share of interest in the 
total non-developmentai expenditure of 
the Central Government on revenue ac¬ 
count has been increasing steadily. For 
the year 1981-82 it is estimated to be 
close to 60 per cent. In 1970-71 account^ 
this percentage was about 48. One may 
thus be tempted to conclude that this is 
an undesirable development. It need not 
necesearily be so. Perhaps the Govem- 


Tadi.e I 

Interest Payments by and Interest Receipts of the Government of India 


Year 

Interest 
Payments 
(Rs crores) 

Revenue 
Disbursements 
other than on 
Defence and 
Development 
(Rs crores) 

Interest 
Payment as 
per cent of 
Revenue Dis¬ 
bursement 
other than on 
Defence and 
Development 

Interest 
Receipts 
(Rs crores) 

Interest 
Receipts as 
per cent of 
Interest Pay¬ 
ments 


(1) 

(2) 

(3) 

(1 as % of 2) 

(4) 

(5) 

(4 as % of 1) 

1970-71 

605.54 

1255.36 

48.24 

588.76 

97.23 

1971-72 

670.11 

1367.95 

48.99 

599.24 

89.42 

1972-73 

776.38 

1596.06 

48.64 

713.44 

91.89 

1973-74 

881.64 

1678.40 

52.53 

735.82 

83.46 

1974-75 

1000.76 

2114.61 

47.33 

775.53 

77.49 

1975-76 

1228.16 

2780.44 

44.17 

933.74 

76.03 

1976-77 

1374.44 

2931.39 

46.89 

1105.45 

80.43 

1977-78 

1521.34 

.1330,31 

45.68 

1440.47 

94.68 

1978-79 

1828.97 

3821.48 

47.86 

1426.85 

78.01 

1979-80 

1980 81 

2209.86 

3896.02 

56.72 

1359.62 

61.53 

(B.E.) 

1980-81 

2597.64 

4422.10 

58.74 

1855.,98 

71.45 

(R.E.) 

1981-82 

2665.39 

4535.82 

58.76 

1857.38 

69 69 

(B.E.) 

3123.80 

5228.25 

59.75 

2209.60 

70.73 


Source : Explanatory Memorandum on the Budget of the Government of India, 1981-82 
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meitt hasa cat^. fifbw eitse to fiittnoe 
capital expenditure of developmental 
^ture such as* for instance, social and 
community services or economic services 
taken upon itself by the Government, 
which requires servicing charges of huge 
dimensions? It, no doubt, is an unpleas¬ 
ant fact that for the last two years, and 
also the budget year, revenue expenditure 
has been showing mounting deficits. 
From Rs 694 crores in 1979-80, revenue 
deficit had risen to Rs 788 crores (revised 
estimates) in 1980-81 and the budget esti¬ 
mates it at Rs 1,243 crores for the com- 
^'Hg year which is sought to be brought 
down to Rs 972 crores through additional 
levies of Rs 271 crores. 


Social Services 


Coming back to social and community 
services, the capital expenditure during 
the budget year is slated at Rs 203 crores 
frpm a mcasely Rs 4.3 crores provided in 
1970*71—a fifty-fold increase in just over 
a decade. Similarly, economic services 
have seen a big jump in capital expendi- 
^ ture from Rs 600 crores in 1970-71 to 
Rs 3,403 crores proposed to be spent in 
the budget year. Obviously financing capi¬ 
tal expenditure of these dimensions in the 
context of inadequate revenue surpluses 
will involve high interest liability. 


Let us now have a closer look at the 
structural composition of interest pay¬ 
ments. Table II presents the rele¬ 
vant figures taken from the Explanatory 
Memorandum to facilitate a meaningful 
analysis. The interest charges on deposits 
with the Central Government and the 
debts it has raised are in the ratio of 
^ ^about 3:5, the servicing charges on depo- 
^ sits being Rs 1,189 crores and on public 
debt Rs 1,935 crores. Out of this amount 
» (Rs 1,935 crores) discount on treasury 
bills which are generally in the nature of 
cash credit arrangement, will absorb 
Rs 614 crores, representing a fifth of the 
total outgo of Rs 3124 crores, the balance 
Rs 1,321 crores goes to servicing the per¬ 
manent debt raised domestically as well 
as abroad. There is surely much scope 
for pruning interest outgo on the floating 
debt by a tighter house-keeping exercise 
^ by the Government of India. 

^ Gross borrowing of the Central Govern¬ 
ment by way of market loans is estimated 


hOOQBT HVMSm 


Table II 


Interest Payment by the Government of India : 1980-81 and 1981-82 


(Amount in Rs crores) 

Head 

1980-81 

1981-82 

Parcentage:^ 
Change, 
1981-82 (BE) ' 
over 19S0-81 
(RE) 

Budget 

Estimate 

Revised 

Estimate 

Budget 

Estimate 

Floating Debt 

478.00 

550.00 

614.00 

11.6 



(20.64) 

(19.66) 


Permanent Debt 





a. Internal 

857.02 

810.88 

1071.39 

32.1 



(30.42) 

(34.30) 


b. External 

230.54 

235.57 

249.45 

5.9 



(8.84) 

(7.98) 


Sub-total 

1087.56 

1046.45 

1320.84 

26.2 



(39.26) 

(40.28) 


Total Public Debt 

1565.56 

1596.45 

1934.84 

21.2 



(59.90) 

(61.94) 


Deposits 





Savings Depo.sits and 





Savings Certificates 

521.50 

540.62 

562.18 

4.0 



(20.28) 

(18.00) 


State Provident Funds 

179.29 

185.91 

199.28 

7.2 



(6.98) 

(6.38) 


Reserve Funds 

46.17 

50.48 

54.17 

7.3 



(1.89) 

(1.73) 


Others 

285.12 

291.93 

373.33 

27.9 



(10.95) 

(11.95) 


Total 

1032.08 

1068.94 

1188.96 

11.2 



(40.10) 

(38.06) 


Grand Total 

2597.64 

2665.39 

3123.80 

17.2 



(100.00) 

(100.00) 



Note : Figures in brackets represent the percentage share of the individual head in 
the total interest payment during the year. 

Source : Explanatory Memorandum on the Budget of the Government of India, 
1981-82. 


in the budget at Rs 3,087 crores and the 
interest payable on it at Rs 1,071 crores 
which comes to nearly 35 per cent of the 
total market borrowing. This does not 
appear to be a sound proposition!. It, 
however, needs to be stressed that if 
there is an outgo by way of interest pay¬ 
ment on liabilities incurred, there is an 
inflow of interest accrual on the sums 
lent by the Central Government to State 
Governments, the Railways or the Posts 
and Telegraphs Department. In the bud¬ 
get year interest receipts have been esti¬ 
mated at Rs 2,210 crores constituting 


nearly 71 percent of the interest outgo 
of the Central Government. Table I also 
shows that in early I97()s almost the whole 
amount (97”„) of interLSt liability incurred 
by the Central Government was recouped 
by it as interest receipts from State Govern^ 
ments, the railways and other recipients 
of its credits. It could mean that a larger 
proportion of market raisings or public 
deposits are now being utilised by the 
Central Government directly than by 
secondary agencies. 

-L. N. Raim 
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Mi^ ccmiflttteiil itb peq[^^ 
And meets the dialleti^ 

MlWs Rs. 140 cvoce eaqinnsion 
now forging into reality 


MPM, one of the oldest paper mills 
is fast becoming the largest — in one 
location, in the country. Nearing comple¬ 
tion IS Its ambitious venture on paper, the 
Rs 140 crore expansion programme. 

Bhadravati has just now witnessed 
the high pitch activity of the erection and 
installation of the newsprint machinery. 
Best of brains from India and abroad are 
at work here, with technology from 
Finland and equipment from world 
leaders. 

Right now hundreds of MPM men dre 
at wprk to complete the most modem 


Chipper House, Pulp Mill, Coal Handling 
system, Electrical Distribution system and 
a variety of intricate and sophisticated 
networks Forestry development in 75,000 
acres in a phased plan is another challenge 
at hand 

All to ensure that MPM will soon reel 
out the story of newsprint, writing, 
printing and packing paper. Adding, 
annually, to the national resources 75,000 
tonnes of newsprint and 37,000 tonnes of 
other varieties. Helping to narrow the 
supply-demand gap. 


Progress-the medium is pi 4 >er 



Creanwove. azurdaids, IttpHeatMig, bonds, printings, kraftSi nianilla> pulp boards and DOW.^ winvrifll. 


MMOI », , 
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Subsidies that Serve 


The subsidies paid in respect of the pro¬ 
curement of foodgrains, export incentives 
and fertilisers, along with some other 
measures adopted by the Government 
have made a valuable contribution to the 
national economy. The subsidies paid to 
the Food Corporation of India for the 
4’ procurement and carry-over of the stocks 
of foodgrains paid the dividends amply 
when a shortfall in the output of nearly 
23 million tonnes of foodgrains during 
1979-80 over the previous year did not 
cause any scarcity of foodgrains in any 
part of the country. If the worst drought 
experienced in recent years left the coun¬ 
try unruffled, the credit should go to the 
national policy of maintaining feedstocks, 
paying fair prices to the growers in the 
process of the procurement and mainten¬ 
ance of fair price shops in the national dis¬ 
tribution system. If any one of the three 
coordinates of this policy were not main¬ 
tained the overall strategy could not have 
succeeded. For the successful operation 
of this strategy, which made it possible 
for the poorest in the country to buy 
freely enough food at reasonable rates, all 
the year round, during a severe’’drought, 
the payment of subsidy to the Food Cor¬ 
poration of India is fully justified. 

Rising Trend 

During 1980-81 the subsidy to the Food 
Corporation of India was budgeted at 
around Rs 600 crores and according to a 
revised estimate this ligure went up to 
around Rs 650 crores, mainly because of 
the increased offtake of foodgrains from 
the central pool, upward revision in the 
procurement prices of paddy as well as 
the increased cost of distribution and 
buffer stocks. In line with the rise in the 
revised estimates for 1980-81, it can well 
be expected that the subsidy on account 
of foodgrains will go up further during 
the year 1981-82. 

It may be pointed out that subsidy on 
account of foodgrains increased from 
Rs 31 crores during 1969-70 to the present 


level mainly because of the gradual rise 
in the procurement prices of foodgrains 
without a corresponding rise in their 
issue prices. This should be known to the 
political leaders supporting the farmers* 
movements for increased prices for their 
products. Such a significant welfare pio- 
gramme of the Government can be jeo¬ 
pardised by their unimaginative policy of 
encouraging the farmers to demand more 
for their products. Under too much pres¬ 
sure the Government might be forced to 
raise Ihc issue price of foodgrains causing 
discontentment among the poorest people 
in the country. 

Fertiliser Use 

The second most important item of 
subsidy is for fertilisers, which in a way 
is related to the overall strategy of the 
Government to make the foodgrains 
available to the people at reasonable 
rates. The subsidy on fertilisers main¬ 
tains a reasonable price of fertilisers at 
which the farmers are encouraged to use 
it in their quest lor higher yield. It is a 
matter of common knowledge that the 
use of fertilisers has a direct correlation 
with the agricultural productivity. For 
that reason every effort has been made to 
encourage the use of fertilisers. The con¬ 
sumption of fertilisers has almost doubled 
during the last Jive years. For instance 
during 1977-78 and 1978-79 there was a 
rise in the use of fertilisers by 25 and 20 
per cent respectively. 

The Government, it may beaded, has 
made all efforts to keep this subsidy as 
low as possible. During (he year 1980-81 
subsidy on account of fertilisers was 
around Rs 466 crores. This figure would 
have been much more if the prices of ferti¬ 
lisers had not been raised in June 1980. 
The price of urea was raised from 
Rs 1,450 per tonne to Rs 2,000 per tonne, 
a price level which prevailed in 1974-75. 
If the Government increased the price of 
fertilisers by 38 per cent, it tried to con- 
pensate the farmers announcing 


simultaneously by that support/procure 
ment prices of agricultural commoditie: 
would be approximately adjusted to taki 
care of the increased cost of fertilisers 
In spite of this increase in the price o 
fertilisers the indications are availaU 
that the consumption of fertilisers ha 
been higher during the year 1980-81 b; 
about six per cent over the previous yeai 

The increase in the price of fertilisen 
which tended to mainbiin the level C 
subsidy, can be justified from the poin 
of view that etisy availability of chemics 
fertilisers has tended to minimise th 
attention which the farmers and agricu 
tural administrators devoted to oirgani 
manures and plant materials. At preset 
there is a considerable wastage of organ 
matter and it is necessary to improve tl 
utilisation and marketing through appl 
cation of new techniques and organist 
tion. In fact the conjunctive use of bol 
chemical and organic manures in an opt 
mal manner is not only conducive \ 
long term soil fertility but would ah 
reduce, to some extent, dependence < 
agriculture on soil or gas based energ 
It can also encourage the popularisatk 
of bio-gas plants. 

Export Promotion 

If the subsidy on account of expc 
promotion has gone up from Rs 41 croi 
in 1970-71 to around 425 crores 
1980-81, it has been responsible for a ft 
share of the rise in exports. It has be 
estimated that as a proportion of the ri 
value of exports, the subsidy on expo* 
has risen only from 2.7 per cent to t 
per cent during this period. It has at 
been argued that the subsidies enter t 
profits of the exporting firms, which 
turn are taxed to the extent of 50 per ce: 
In other words the nearly half of t 
subsidy paid by way of export promoti 
comes back to the Government in 1 
form of income tax and helps the expor 
to balance his budget during the le 
periods. If one goes into the details 
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Sie subsidies paid on various export com* 
^podities one finds that the subsidies have 
wectly encouraged the exports and help- 
lid the exporters to look for non-traditio- 
jpl markets. By and large therefore, one 
afiuld favour the continuation of the pre- 
\ pSt level of subsidies and in fact the 
' itovernment must look around to include 
^ |e export of those items which have 
^ itice elasticity of demand. 

|:;lf the subsidies paid during the year 
i§0*8l came to around Rs 2.000 crores. 
ti ds figure may grow by around Rs 150 

1 (pres in 1981-82, if the trend during the 
t At few years is any guide. For instance 
t^ng 1979-80 the subsidies paid on 
li i^unt of food, fertilisers, export incen- 
g yes, etc came to around Rs 1859 crores 

2 lid during 1980-81 this figure went up 
^ Rs 141 crores to Rs 2,000 crores. The 
l^act amount to be paid by way of sub- 
i|iifies during 1981-82 may, however, be 

inown only when the economic and func- 
flonal classification of the budget is made 
vivailable. 

If the Planning Commission had expec¬ 


ted that a sum of Rs 3,230 crores would 
be available as a result of the reduction in 
the subsidies during the Sixth Plan 
period, it made a miscalculation. The 
payment of subsidies by the Central 
Government would continue during the 
years of the Sixth Plan and may in fact 
rise to some extent. The Sixth Plan 
summary stated that ‘*jt is essential to 
ensure that these subsidies are kept within 
reasonable limits in order to release re¬ 
sources for development*’. It may be add¬ 
ed here that the subsidies, as have been 
discussed above, are primarily for deve¬ 
lopment and welfare purposes and are 
showing signs of extending their limits. 
For instance the subsidy for fertilisers 
is been expected to grow to around 
Rs 679 crores as against the previous 
year’s estimate of Rs 466 crores. So far as 
food subsidies are concerned there may be 
some increase in the procurement prices in 
order to provide some incentives to farmers 
and to offset the rise in the costs of inputs 
other than fertilisers the rates of which 
have risen in the last few years. 


it is important to epudode Hmt w 
Government must avoid the exoessive 
subsidisation of agriculture because after 
all it will have to resort to additional 
deficit financing to that extent. This 
measure is inflationary and can particular¬ 
ly hurt the interests of weaker section of 
the people who neither have a marketable 
surplus to benefit from higher procure¬ 
ment prices nor have productive assets so 
as to benefit from the cheaper inputs. 
Moreover, an undue increase in the pro¬ 
curement or support price of one com¬ 
modity in relation to others can bring 
about an understandable inter-crop im¬ 
balance. It has been argued that the role 
of agricultural pricing policy should not 
be limited only to ensuring remunerative 
prices to farmers, but should also extend 
to achieving a better inter-crop balance 
through a desirable cropping pattern and 
reducing the existing variability of agri¬ 
cultural production and its consequent 
effects on the price levels. 

—Hardev Singh 
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Ever Rising Telephone Charges 


The working of the telephones in the 
capital city is so miserable that if Mr 
C.M. Stephen, Minister for Communi¬ 
cations, decides to contest his Member¬ 
ship of Parliament from New Delhi 
again he would be lucky if he saved his 
security deposit. He definitely can never 
get elected with the kind of image his 
department has in the public mind. More- 
^ over, his public relations have been bad 
^ enough. For instance, be has been cre¬ 
dited with the remark that those who 
found telephone services unsatisfactory 
could surrender their telephones. That 
is not the kind of attitude one expected 
from a public man of his stature. There 
is no doubt that the telephone services 
are poor and the first showers in the 
capital leave nearly 50 per cent of the 
telephones dead. Mr Stephen should 
accept the fact that there is something 
extremely wrong with the technology 
’ and the load carrying capacity of the 
telephone exchanges. With such low 
level of efficiency it is obviously unrea¬ 
sonable to raise the cost of maintaining 
a telephone connection which is already 
quite high. 

One may not object to the enhance¬ 
ment of the fees per call unit in excess 
of 250 calls in a quarter from the present 
30 paise per call to 40 paise, as proposed, 
under normal circumstances. But in view 
of the large number of calls which are 
wasted in getting the correct numbers, 
it will be an added punishment from the 
* telephones department. One gets at least 
one wrong number before one is able to 
reach the correct one thereby doubling 
the cost. In other words, already one is 
actually paying at the rate of more than 
50 paise for every elSective call. From the 
kind of protests one sees in newspapers, 
it is reasonable to believe that between 
25 and 50 per cent of the calls are for 
wrong numbers. Even the recording system 
does not appear to be really dependable 
and people complain of getting inflated 
bills. If the telephone department is 
able to improve its efficiency, a rise from 
' 30 paise to 40 pasic may not hurt the 
users much, but under the present circum¬ 
stances this is a totally ui^justified raise. 


The increase in the deposits for getting 
a telephone counection from Rs 5,000 to 
Rs 8,000 in exchanges with 10,000 lines 
is also quite unjustifiable because the 
waiting period is exceptionally long in 
large cities. It is quite unfair to expect 
a proposed user of telephone to deposit 
such a large amount and wait indefinitely 
for his turn to get the telephone con¬ 
nection. 

The main argument of the Ministry of 
Communications in raising the rates is 
that the high cost of telephones is partly 
to compensate for the improved techno¬ 
logy in the exchanges being introduced by 
this department. It is quite fair and 
normal that the users of telephones pay 
a little more in return for the increased 


network of the telephones system. Bitf 
if the department expects the telephonb 
users in metropolitan cities to pay for thib 
extension of the communication system 
being established in strategic areas, tlve 
department would find it hard to get 
many supporters. Improved communicai* 
tions in strategic areas in North Eastcni 
region or in certain hill areas arc essen** 
tially for the improved defence and ad* 
ministration of the country and therefore 
the increased cost should not be passed 
on to the common telephone user by in^ 
creasing his rates. If, however, dif 
department thinks that by making the 
telephone services costly it can restrid 
the number of users, even then it cannot 
be justified from the point of view ol 
social and economic justice because telo 
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phone is not a luxui^ which should be 
ireserved for the use of the fewer num¬ 
bers, but it is a social service which means 
a lot to the common man. 

As can be seen from the table 
alongside, postal services show a 
rising deficit which has been justified 
because of its improving service. In 
consonance with the rural bias of the 
Government’s policy, the department is 
opening more rural post offices, installing 
additional letter boxes, providing postal 
counter facilities to more villages and 
^sppointing additional Extra Departmental 
Agents for strengthening the daily deli¬ 
very services and clearance of letter 
boxes. 

Expanding Sarvices 

The target for opening of post offices 
in rural areas was 5,CKX) for 1979-80. Till 
the end of 1979 as many as 3,773 post 

^ces had been opened. The total num- 
S ifeiof post offices towards the close of 
1979 was 134,957 which comprised 121,031 
^ post offices in rural areas and 13,926 post 
offices in urban areas. Against the target 
of installing 50,000 letter boxes during 
1979-80, 26,843 letter boxes were planted 
till the end of 1979. There was daily 
delivery service to 574,707 villages on 
December 31, 1979 against 575,936 vil¬ 
lages existing in the country as per the 
census of 1971. The percentage works 
out to 99.79 against 99.76 at the end of 
March 1979. 

The expansion in the telephone sec¬ 
tion has also been going on. The equip¬ 
ped capacity of telephone exchanges 
in the country increased from 21.87 lakhs 
^ to about 22.33 lakhs during the period 
April-December 1979 by adding about 
159 new exchanges. Additional two lakh 
telephone connections are expected to be 
added during the year 1981-82. As 
many as 740 route kms of microwave 
systems were added bringing the total to 
15,340 kms by the end of December 1979. 
Besides this, 70 kms of UHF systems and 
1,020 coaxial channels were added up to 
December 1979. The TAX network was 
expanded by adding 2,000 lines of capa¬ 
city and bringing eight more stations to 
the TAX network from April to De¬ 
cember 1979. 


Receipt and Expenditure of Post and Telegraph Department 

(Rs crores) 


Posts 

Telecommunications 

Total 

1969-70 

Receipts 

97.81 

135.94 

235.75 { 

Expenditure 

110.80 

113.61 

224.41 

Deficit (— ) or surplus {+) 

—12.99 

+22.23 

+9.34 

1970-71 

Receipts 

110.54 

146.34 

256.88 

Expenditure 

122.18 

127.81 

249.99 

Deficit (—) or surplus (4) 

—11.64 

+ 18.53 

+6.89 

1971-72 

Receipts 

110.64 

189.17 

299.81 

Expenditure 

129.77 

142.80 

272.57 . 

Deficit (—) or surplus (+) 

—19.13 

+46.37 

+27.24 

1972-73 

Receipts 

118.25 

203.42 

321.67 

Expenditure 

142.50 

153.79 

296.27 

Deficit (— ) or surplus (+) 

—24,25 

+49.63 

+ 25.38 

1973-74 

Receipts 

121.04 

235.80 

356.64 

Expenditure 

160.80 

173.79 

334.59 

Deficit (—) or surplus (+) 

—39.79 

+ 62.01 

+22.25 

1974-75 1 

Receipts 

142.07 

259.51 

401.58 

Expenditure 

191.94 

216.00 

407.94 1 

Deficit (—) or surplus (4) 

—49.87 

+43.51 

—6.36 

1975-76 1 

Receipts 

152.47 

318.61 

471.06 

1 Expenditure 

241.12 

270.71 

511.83 

Deficit (— ) or surplus (-I-) 

—88.65 

+48.90 

—40.75 

1976-77 

Receipts 

178 90 

469.41 

648.31 

Expenditure 

254.81 

299.29 

554.10 

(Deficit {—) or surplus (4) 

—75.91 

+ 168.70 

—92.79 

1977-78 J 

Receipts 

206.90 

461.29 

668.19 

Expenditure 

236.59 

331.07 

567.66 

Deficit (—) or surplus (+) 

—29.69 

+ 130.22 

—100.53 

1 1978-79 

Receipts 

239.17 

523.66 

762.83 1 

Expenditure 

266.94 

377.50 

644.53 1 

1979-80 

Receipts 

265.75 

604.35 

870.10 ] 

Expenditure 

299.65 

426.52 

726.17 

1 


1980-81 


1 Receipts 

291 00 

709.00 

1000.00 . 

Expenditure 

315.73 

470.98 

786.71 

Deficit (—) surplus (+ 

—24.67 

+ 238.02 

+ 213.29 

1981-82 




Receipts 

310.00 

820.00 

1130.00 

Expenditure 

340.12 

532.94 

873.06 

Deficit (—) or surplus (+) 

—30.12 

+ 287.06 

+256.94 

- 
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I Budget Reaeiione j 

V_^ 

The Case for Reducing Corporate Taxation 

Minoo H. Mody 

President, Associated Chambers of Commerce and Industry 


The budget has many favourable as¬ 
pects. The Finance Minister has per¬ 
formed quite a remarkable feat in giving 
reliefs, both on the front of personal 
taxation as well as in the field of cor- 
-^|f»c>rate taxation while, at the same time, 
substantially stepping up Plan expendi¬ 
ture by nearly 20 per cent. While, there¬ 
fore, one may cavil at a point here or a 
point there, on the whole, one is bound 
to recognise that a fine job has been 
done. 

The increase of 20 per cent in nominal 
terms in the Plan outlay from Rs 14,593 
crcffes in 1980-81 to Rs 17,479 crores in 
1981-82 is quite significant. Fully re¬ 
cognising the need for infrastructural 
^ development and its high capital intensity, 
the Finance Minister has siceply stepped 
up by over 32 per cent overall investment 
in coal, power and oil exploration. The 
Finance Minister has also enhanced al¬ 
location for agriculture, to bring 2.5 
million hectares under irrigation and to 
provide drinking water for more villages. 

Achieving Targets 

The National Development Council 
approved recently a public sector Plan 
outlay of Rs 97,500 crores. During the 
first two years, the public sector outlay 
► is planned to be Rs 32,000 crores. This 
clearly implies that at least in nominal 
terms, the Finance Minister will be able 
to achieve the expenditure targets, 
although not in real terms. 

The Planning Commission has en¬ 
visaged an additional tax mobilisation to 
the tune of Rs 5100 crores. During the 
first year of the Plan, the Finance Mini¬ 
ster imposed additional taxes, to the tunc 
of Rs 300 crores which according to the 
Planning Commission would yield Rs 2100 
ctpres in. five years, taking into account 
the improved buoyancy in the economy. 
The imposts amounting to Rs 300 crores 
in the 1981-82 budget in the remaining 


four years of the Plan should likewise 
yield about Rs 1700 crores making a 
total tax effort of Rs 3800 crores or 75 
per cent of the total tax effort envisaged 
in the Plan during just the first two. years 
of the Plan. This means that only 
Rs 1,300 crores arc left to be raised for 
the remaining three years. For achieving 
this target, even without considering the 
buoyancy of tax revenue, the Finance 
Minister need resort only to an addi¬ 
tional taxation of around Rs 150 crores 
per year in the coming three years of the 
Plan. 

The buoyancy of tax revenues has 
itself been significant. Thus during 1980- 
81, the tax realisations arc likely tocxceed 
the budget proposals by Rs 550 crores, 
a remarkable event in an year when the 
ndustrial production did not increase 
significantly. There is every reason to 
assume that buoyancy of tax collection 
will continue. Therefore, the Finance 
Minister could very well have avoided 
increasing the customs duty and merely 
taken the buoyancy of lax revenues into 
account. 

The buoyancy of the tax revenues has 
also another significance. It indicates 
the scope for the Finance Minister 
to achieve in part, if not in whole, the 
targets for resource mobilisation during 
the Plan period in real terms. 

DIRECT TAXES 

In direct taxes, the Finance Minister 
has been very fair to the middle class. 
To recapitulate his proposals : 

-the exemption limit for income tax 
has been raised to Rs 15,000 from the 
present rate of Rs 12,000 and incomes 
upto Rs 30,000 benefit by his proposals; 

—the standard deduction has been 
raised to Rs 5,000 and made applicable 
irrespective of receipts of conveyance 
allowance; 


- exemption limit of estate duty has 
been increased from Rs 50,000 to Rs 1.5 
lakhs. 

In the field of corporate taxation, the 
following are the major proposals : 

Income tax of all companies has been 
reduced by 2.75 per cent of the income 
by a reduction of the surcharge from 7.5 
per cent to 2.5 per cent of the corporate 
tax (which is at present 55 per cent). 

~ Interest rates have been re-structured 
to provide for higher rates of interest' 
for deposits for the periods between one 
year and three years. Now beyond three 
years, interest rate is 10 per cent. 

-The interest rate on national savings 
certificates for six years has been raised 
to 12 per cent. 

—The rate of intcre.st on debentures 
has been increased to 13.5 per cent from 
the present 12 per cent. 

- While the limits for public deposits 
remain the same, inter company deposits 
will not be taken into account for limiting 
public deposits. Ceiling on interest paid 
on public deposits is fixed at 15 per cent. 

Welcom# Proposal 

The proposals on personal income tax 
are wholly welcome and to a great ex¬ 
tent will olfscl the ravages of inflatior 
especially for the middle class, ft ma) 
also be possible that a good part of tht 
income tax relief would be channcllcc 
to short term savings because of en 
hanced interest rates. Tlic increase i 
the standard deduction would also hav 
the same effect. In the context of declin 
ing saving rate, this would boost saving! 

With the introduction of the speck 
bearer bonds, the Government has rc 
cognised the existence of black monc 
and a parallel economy. In ASSOCHAM 
view there is a very strong ethical an 
moral case for the Finance Minister t 
have given across-the-board reduction i 
personal taxation to reward the hone 
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payer which-wauld have been wholly 
iwnsistent with his budget philosophy. 
|:|teduction in the level of compulsory 

■ deposit together with a promise of its 
[discontinuance over two years would 
|;have provided a strong boost to the 
^morale of the professional executive class 
^^hich has suffered, both from higher 
^taxation and inflation. Alternatively, 
S^ihe Finance Minister could have com- 

■ :^ndcd the honest tax payers by giving 
iCa.token of one or two per cent reduction 
^in the tax rates across the board. 

ASSOCHAM feels greatly encouraged 
|when the Fihance Minister in his budget 
; i^ech says that *'my judgement that 
' lower rate of taxation proposal will 
promote better voluntary compliance 
&cms to have been vindicated”. 

ASSOCHAM feels that industry has 
very strong case for reduction in the 
!Vcl of corporate taxation beyond what 
been offered by the Finance Minister, 
iis could have been achieved by a 
riety of alternative suggestions made 
&ich as increased depreciation allowance, 
for by providing for indexing of depre- 
niation allowances based upon increased 
^placement cost of fixed assets. 

Strong Case 

I' ASSOCHAM has been pleading with 
Government for a change in its 
pproach on dcprcciaiic-n. Today the 
;>lacement costs arc so much higher 
apared to the depreciation provision 
lowed. We do hope that the Finance 
inister will seize the opportunity pro- 
ed by the proposed rationalisation of 
Income Tax Act and deal with this 
roblem and take adequate measures 
► improve the viability of the industrial 
aits. 

Insofar as the incentives for industries 
Te concerned, these are all in the right 
lirection and industry will lake full 
Idvantagc of them. ASSOCHAM has 
en emphasising that in a high cost 
nomy, investment oriented incentives 
jiiould be available to all industries parti- 
^larly wage goods industries. While 
removal of 14 industries from 
l^ibedule XI is a step in the right direc- 
our suggestion is that Schedule XI 


should b^ completely removed from the 
Statute Book. 

I have been saying repeatedly that 
with the unutilised capacity available 
with industry and also the capacity 
created during the current year, a 10 
per cent growth of industry in 1981-82 
is not beyond our reach, provided the 
infra-structure position is improved and 
also inputs like steel, cement and alu¬ 
minium arc available. 

In this context, the incentives through 
higher depreciation for machinery for 
manufacture of renewable energy devices 
and systems are welcome but such a 
concession could have been extended to 
all equipment installed by a manufactur¬ 
ing unit for energy conservation and for 
reducing energy consumption per unit 
of output. 

INDIRECT TAXES 

Industry welcomes that the Finance 
Minister did not change the excise rates 
for revenue purposes. He has achieved 
his target of Rs 300 crores by concentrat¬ 
ing on customs. 

Since customs duty forms the basis 
on which countervailing duty is also 
levied, there is an inherent cascading 
effect. Further, imposts on project im¬ 
ports will call for revision of estimates 
and plans for investment. This is likely 
to result in the increase in project costs 
and' consequently on the price of the 
product. 

On excise, the following are the pro¬ 
posals : 

Excise Duties : 

In the case of specified textiles, the 
excise duty has been increased from 10 
to 15 per cent and this would yield Rs 33 
crores. 

-There is also an across-the-board 
enhancement in the excise duty of job 
work, which was assessed under T.I. 68 
with reference to the job charges alone. 
This provision is likely to yield more 
than Rs 100 to 150 crores. The Finance 
Minister has not taken a credit for this 
is financial terms. 

The Finance Minister’s statement that 
this is perhaps the first budget in recent 
years in which no increase has been 
effected in exci.se duty requires closer 
examination. In the first place, it should 
be noted that the Finance Bill does not 


reveal all the changes which take place 
in the excise duty structure as a large 
majority of changes are effected by issue 
of notification about which no infor¬ 
mation is available at this juncture. He 
has himself admitted in his budget speech 
that changes in excise duty will, after 
taking into account concessions, pro¬ 
duce a net yield of Rs 28.52 crores. 

Cascading Effect 

It is not only the mere Rs 300 crores 
increase in indirect taxes, which causes 
concern. Even last year, the magnitude 
of increase in the indirect taxes was the 
same. What causes concern is that the 
increase would only strengthen the al¬ 
ready e>tisting inflationary potential in 
the economy. For example, even leaving 
the huge deficits generated year after 
year during the past three years, in 1981, 
the following have been proposed : 

—hike in the prices of petroleum pro¬ 
ducts : Rs 1100 crores 
—increase in the prices of coal : on an 
average—Rs 300 crores 

-increase in the prices of steel : 
Rs 200 crores 

- -railway hikes : Rs 360 crores 

— and now the Budget -Rs 300 crores. 
One has to take into account the 

cascading effect of all these impositions, 
especially in the wake of a 20 per cent 
inflation in 1979-80 and a 13 per cent 
inflation during the current >car. Before 
the Budget, I did feel that the increases 
in the costs would push up the industrial 
prices by about seven per cent. Now 
with the Budget imposts, it could be 
safely said that the cost would go further 
so also prices and it would be a miracle if 
we limit inflation to a single digit figure. 

In the case of indirect taxes, the 
industry has been expecting .some relief 
from the cascading effect by further ex¬ 
tending the coverage to industries that 
can take proforma credit under Rule 
56-A. 1 do hope that the Finance 
Minister would do this by means of 
notifications and set right this aspect of 
the Budget. In the case of indirect taxa¬ 
tion, it is my plea that proper surveys 
should be conducted on the cascading 
effects of various new imposts. The 
cascading effects of customs levies will 
prove much larger than the cascading 
effects of excise. 
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Politically Clever, Economically Unsound 

N. A. Palkhivala 


The Union Budget speech mentions that 
inflation rose by 20 per cent from the 
end of April 1979 to the end of January 

1980, while it was 13.5 per cent for the 
same period up to the end of January 

1981. This favourable picture is pre¬ 
sented by taking the figures of inflation 
on a point to point basis. On the basis 
of the average index for the ten-rnonth 
period ending January 1980, inflation 
was 15.6 per cent, while for the period 
ending January 1981 it was higher at 
18.4 per cent. Up to now, the Economic 
Survey always gave inflation figures on 
the average index basis. For the first 
time this year, it was switched over to 
the point to point basis as an exercise 
in the widely known art of window-dress- 

,.ing. If a limited company resorted to 
such a change of method in its balance- 
sheet, it would have to draw pointed 
attention to the change. But presumably, 
the standards applicable to limited com¬ 
panies do not apply to unlimited Govern¬ 
ments. 

The Ingredients 

Four ingredients are to be found in 
any recipe for preparing a budget- 
psychology, politics, economics and 
strategy. The quality of the budget de¬ 
pends upon the quality of the ingredients 
^jind the proportions in which you mix 
them. This year’s budget is psychologi¬ 
cally perfect, politically clever, econo¬ 
mically unsound and strategically a costly 
failure. 

The psychological impact of the budget 
has been very favourable because of the 
reduction in income-tax for those having 
income up to Rs 30,000 per annum ard 
the absence of any additional excise as 
a revenue-raising measure. Few people 
pause to ponder that the so-called 
income-tax relief is nothing but an in¬ 
adequate adjustment against inflation. 
' The initial exemption limit of Rs 10,000 
was fixed in 1977. It was raised to 


Rs 12,000 in 1980 and is now proposed 
to be raised to Rs 15,000. But Rs 10,000 
of 1977 is equivalent to about Rs 14,500 
today. 

For salaried employees, the maximum 
.standard deduction of Rs 3,500 is pro¬ 
posed to be raised to Rs 5,000. The 
limit of Rs 3,500 was fixed in 1974, and 
that amount now equals to Rs 5,140. 

The exemption limit of Rs 50,000 for 
estate duty is proposed to be increased 
to Rs 150,000. The exemption of 
Rs 50,000 was fixed in October 1953 and 
the equivalent of that amount today 
is Rs 287,000. 

Fiscal Drag 

In short, even after the proposed re¬ 
visions, citizens will be worse off than 
before, because the reliefs do not keep 
pace with inflation. We are experiencing 
a “fiscal drag". We do not have the 
system— which prevails in Denmark, The 
Netherlands, Canada and Australia- of 
automatic indexing of exemption limits 
and other tax reliefs by reference to the 
rate of inflation. 

One must admire the political crafts¬ 
manship of the budget. It is so clever 
that it anaesthetised opposition within 
and outside Parliament. The sacred cow 
of Indian politics the rich farmer — 
remains untouched. With so much clap¬ 
trap about socialism in the air, the direct 
taxes on the corporate sector are left 
unmolested, while the burden of customs 
duty is substantially increased. The 
optical illusion of a give-away budget 
has been created, when actually the 
budget provides for a net additional 
taxation of Rs 196 crores, over and above 
the increases last month in the price of 
oil, coal and steel and in railway fares 
and freight, which in the aggregate will 
net Rs 2,200 crores. 

It would need generosity, more than 
veracity, to characterise the budget as 
economically sound. 


The Finance Minister himself has said 
that “the corporate .sector has a crucial 
role to play". Industry contributes 79 
per cent of the Central Government's 
revenues, excluding the direct taxes paid 
by individuals employed in industry. But 
there is nothing in the budget to spur 
industrial growth. Corporate surcharge 
has been reduced from 7.5 per cent to 
2.5 per cent, but this will make no diffe¬ 
rence to the total corporate tax, since oui 
lax structure is such that icduction in 
surcharge will involve an increase in 
surtax and, furiher surtax will now have 
to be paid in advance before the com¬ 
mencement of the asse.s.smcnt year. Cor¬ 
porate surcharge was introduced in 
December 1971 to pay for the Bangla 
Desh war. Ten years have passed since 
the end of the war, bul the surcharge 
is unending. 

From the viewpoint of the strategy of 
the war on poverty and unemployment, 
inflation and the black market, the budget 
must be treated as a failure. In a poor 
country like India, it is impossible to 
have social justice without economic 
growth. I'hc budget contains no measu¬ 
res to reach the target of 5.2 per 
cent annual growth laid down in the Sixth 
Five-Year Plan. 

Beyond Hope 

Inflation is not likely to be lower than 
15 per cent in the next financial year. 

It is beyond hope that this budget will 
make the economy grow wings and soar 
to new heights, or vvill rcviialisc growth, 
renew public confideiHC. and rekindle 
the people's creativity and initiative. 

(1) The budget fails lo recognise that 
infrastructural inadequacy is the worst 
problem facing the economy today 
and should be dealt with on principles 
of “crisis management". What is pro¬ 
posed to be done is too little; and al¬ 
ready it is very late. 

(2) Fast growth of Government and 
fast growth of the economy are totally 
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Sai^e Power 

with BHEL Power Capacitors 

Advanced process and qiuility cantrd 
andsc^isticatedtechnc^y make them 
the most sought-after capacitors. 



put your power problems in the hands of 
India's leading power capacitor manufacturer 
— BHEL Backed by sophisticated technical 
expertise and intensive in-house R & D, BHEL 
Power Capacitors have several special features 
that make them the most sought-after. 

Equipped with top manufacturing and quality 
control facilities. BHEL manufactures Power 
Capacitors in temperature/humidity controlled 
and dust free environment, with in-house lacill* 
ties for assembly functions and routine and 
type tests. 

They are ideal for improving power factor and 
system voltage. Cr^mpact-sized and hermeti¬ 
cally sealed BHEL Power Capacitors can be 
easily located and connected to the system. 


They are available with automatic control 
based on reactive demand that ensures maxi* 
mum economy in;operation and can be applied 
to most types of installations. 

They have buried fiise facility * each element 
is provided with a fuse so that in case of short- 
circuit, only the faulty element is disconnected. 

They have low internal power loss and high life 
expectancy and require minimum mainte¬ 
nance. 

Range; 4 KVAr, 5 KVAr. 8.3 KVAr, 25 KVAi 
and above, suitable for 415V 3 phase 50 Ha 
system. 



more than 
products- 
a total service 
far energy 
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incompatible with each other. While 
^ the Economic Survey refers to the neces¬ 
sity of '*an all-out effort at eliminating 
wasteful expenditure both under non-Plan 
and Plan heads”, in the budget speech 
and in the budget proposals there is not 
a word about the monster of incremental 
Governmental expenditure. The two 
areas where the growth has been the 
fastest have been agriculture and road 
transport, and these are the two areas 
where Governmental interference has 
been least in evidence. 

I (3) In this ancient and unhurried civili¬ 
zation, we Seem to have no sense of time 
and no sense of urgency. The budget 
will make the direct tax laws even more 
complex than they ever were before, and 
litigation arising from the new budget 
proposals will be finally decided only in 
the next century. Last year's budget 
proposed to start the Export-Import 
flank, but nothing has been done yet. 
Energy is the most important and most 
complex problem facing the country, 

, and no less than KOO reports on this 
subject arc gathering dust on the shelves 
of the appropriate Ministry. Meanwhile 
the flics keep on moving vertically and 
horizontally. We arc content to fill the 
unforgiving year with sixty seconds' worth 
of distance run. 

(4) There is no understanding of the 
necessity for stability in fiscal laws. No 
less than 88 changes have been made 
in the export policy, and 54 changes 
in the import policy, since April 1980. 
In all this welter of maddening and 
nerve-racking change.s in the law, wc 

. are able to command, not surprisingly, 
only 0.1 per cent of the world's export 
market. 

(5) In dealing with the problems of 
this vast country, any effort is doomed 
to failure when it is characterised by a 
small heart and a narrow outlook. The 
budget seeks to promote exports by 
proposing a five-year tax holiday for 
the Free Trade Zones of Santa Cruz 
and Kandla only, when the combined 
exports of these two zones are less than 
one per cent of our total exports. Even 
this five-year holiday is hedged with 
such paisa-pinching conditions (denial of 
carry-forward of depreciation, allowances, 
etc.) that a unit outside the free trade 

/iji. • I • I • a' . 


zone may find its tax burden lighter over 
a period of years than the unit on which 
the five-year tax holiday is benevolently 
conferred. 

It is proposed to give deduction for 
medical treatment of handicapped depen¬ 
dants. The budget proposes to give a 
deduction of Rs 4,800 per annum, pro¬ 
vided the handicapped person has been 
ho.spitaIised for at least six months in 
the year. Even this paltry deduction is 
not admissible to the handicapped person 
who may be driven to pay the medical 
expenses out of his own moneys. It is 
available only to the person on whom 
the handicapped person is dependent. 
Further, if the handicapped person is 
dependent on both his parents each of 
whom may have separate income, the 
deduction would not be available to 
cither of the two parents. Would it not 
be better to avoid cluttering up the statute 
book with such derisory, miniscule re¬ 
liefs, particularly in the International 
Year for Disabled Persons? 

The same smallness of heart charac¬ 
terises the proposed encouragement of 
alternative sources of energy. Dc.cs the 
Government .seriously hope to promote 
the use of solar, biomass and wind equip¬ 
ment merely by increasing the rale of 
depreciation in the first year from 10 to 
30 pe’ cent? Incidentally, five million 
biomass units arc already in operation 
in China. Wc lag far, far behind. 


(6) During the last few years it is' na 
merely money which has been erodec 
in India. The erosion of values aiu 
moral standards has been truly alarming 

The Special Bearer Bonds virtuall; 
amount to institutionalising the bla^] 
market. It is tragic that under Ih 
regime of Mr Venkataraman who is 
first-rate man of unimpeachable integrity 
the budget should derive a substantit 
part of its sustenance from Bearer Bond: 
It is officially stated that the black monC 
mopped up by the issue of Bearer Bone 
is what have has made lax reliefs possibl 
at the lower slabs. The amount^ < 
income-tax relief given is Rs 115 crorc 
while the Bearer Bonds collection ti 
March 31, 1981 is estimated tobeRs^ 
crores. The next year's deficit is est 
mated to be Rs 1,539 crores but on 
after taking credit for Rs 800 cror< 
from the issue of Bearer Bonds aft* 
April 1, 1981. In other words, tl 
deficit for the next year would increa 
by more than 50 per cent if the Bear 
Bonds arc held by the Supreme Cou 
to be unconstitutional or arc otherwi 
not taken up. 

The danger facing the country wjli 
the Union budget is based on Bear 
Bonds economics, needs no underlinio 
Black market and corruption are pate 
tly dangerous, but the official .p 
public acceptance of black market at 
corruption is positively lethal. 
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Corporate Sector Gets Minor Relief 

T. T. Vijayaraohavan Bombay 


^AL/VL Street heaved a sigh of relief 
^ the budget proposals for the year 
|M]-82 came to be announced. The 
‘^ct that the corporate sector has been 
ipared by and large helped to create 
#0ine jubilation in the equity quotations. 

against the earlier estimates of about 
:^s400 to 600crores of additional taxa- 
^on, the Union Budget proposed only 
iiabout Rs 271 crorcs, mostly in the form 
0f increase in the auxiliary duty on im- 
j^rts. Besides, there were speculations 
following the pic-budget Economic Sur¬ 
rey that the ceiling on dividend rate 
would be imposed again and also the 
bonus issues would be brought within 
the purview of taxation. Since these 
iipeculations did not materialise there 
was a bullish trend in the equity quota¬ 
tions. In the post-budget special session 
at Dalai Street the Economic Times Index 
of shares increased marginally by 2.1 
points from 203.5 to 205.6. Individually 
Century improved from pre-budget clos¬ 
ing of Rs 675 to Rs 700, Gwalior Rayon, 
TISCO, ACC and also many other high 
priced scrips firmed up further. This is 
in contrast to what happened last year. 
Following the budget proposals for the 
year 1980-81, initial reactions were very 
filvourablc with the increase in prices of 
^ idect scrips, but there was a retreat fol- 
lowing the announcement of the details 
. amendment to Section 80J with re¬ 
trospective effect. However there has 
been no such damper this time. 

The major relief to the corporate sector 
came in the form of reduction in sur¬ 
charge on corporate tax from 7.5 per cent 
to 2.5 per cent. This would in effect give 
a relief varying from 2.75 per cent to 
3*5 per cent. Presently the companies in 
which public are substantially interested 
arc levied a tax of 55 per cent with 7.5 per 
cent surcharge thus making the effective 
rate 59.125 per cent. The tax in respect of 
closely held companies is 60 per cent with 
y^urcharge of 7.5 per cent thus making 
■a effective rate 64.5 per cent. The for- 
ELgn companies/branches of foreign com- 
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panies are charged a tax of 70 per cent 
with a surcharge of 7.5 per cent, the effec¬ 
tive rate being 75.25 per cent. With the 
reduction in surcharge the effective tax 
rates would be 56.375 per cent, 61.5 per 
cent and 71.5 per cent for widely held 
companies, closely held companies and 
foreign companies, respectively. To offset 
the loss of revenue of Rs 60 crores due 
to this relief the Finance Minister has 
proposed that the advance tax is payable 
on surtax also. Hitherto the companies 
have been paying advance tax only on 
corporate tax and surcharge. Now the 
advance tax has been extended to surtax 
payable under Companies (Profits Surtax) 
Act 1964 as well. However the benefit 
would accrue to the Government only 
for one year. The benefit of reduction 
in the surcharge may not be considerable 
in respect of companies reporting large 
profits vis-a-vis their capital and reserves 
position. 

Surtax Liability 

According to Mr N.A. Palkhivala the 
reduction in surcharge would make no 
difference to the total corporate tax liabi¬ 
lity since the tax structure is such that 
reduction in surcharge would involve an 
increase in surtax. It may be mentioned 
that surtax is leviable on superprofits 
after allowing a reasonable return of 10 
per cent on capital under the Companies 
Profits (Surtax) Act 1964. The surtax 
leviable ranges from 25 per cent to 40 
per cent on excess profits. Hence a sub¬ 
stantial portion of savings in surcharge 
would be taken away by the increased 
surtax liability in respect of companies 
liable to pay surtax. 

The Finance Minister has also propos¬ 
ed to amend Schedule II of Income Tax 
Act 1961. The Eleventh Schedule to the 
Income-tax Act contains a list of articles 
or things of low priority and units engag¬ 
ed in the manufacture of these articles 
are not eligible tor certain fiscal conces¬ 
sion like investment allowance and initial 
tax holiday. Further the benefit of tax 


deduction to the investors on these com¬ 
panies is not permitted. On a review, it 
is proposed to exclude certain articles 
numbering 14 from the Eleventh Schedule. 
These include TV receivers and radios, 
electric fans, pressure cookers, glass and 
glassware, synthetic detergents, pigments/ ^ 
colours/paiiUs and varnishes etc. 

Substantial Bansfits 

The development allowance in the case 
of tea plantations has been increased. At 
present development allowance equal to 
50 per cent of the expenditure incurred on 
plantation of tea bushes in any new area 
or any land which has been previously 
abandoned, is allowed in computing the 
income from tea business. For this pur¬ 
pose the expenditure qualifying for de¬ 
velopmental allowance is restricted to 
Rs 12,500 per hectare of land situated in 
hilly areas and Rs 10,000 per hectare in 
other areas. The qualifying amount has 
been increased to Rs 40,000 per hectare in 
respect of Darjeeling district, Rs 35,000 per 
hectare in respect of other hilly areas and 
Rs 30,000 per hectare in plains. The in¬ 
crease proposed for development allowance 
would give substantial benefit to tea com¬ 
panies seeking extension of plantation or 
replantations. In order to promote ex¬ 
ports in view of the difficult balance of 
payment position complete tax holiday in 
respect of units set up in Free Trade 
Zones for an initial period of five years 
in lieu of other concessions has been 
proposed. 

The Finance Minister has announced a 
series of monetary measures. These will have 
certain far-reaching effects in the capital 
market. There has been an overall in¬ 
crease in the interest rate structure. The 
Reserve Bank of India has announced an 
increase in the interest rate of deposits 
and advances. IDBT has also announced 
a steep revision in the interest rates on 
long term loans extended by all-India 
financial institutions. The interest rate 
ceiling on debentures has been increased 
from 12 per cent to 13.5 per cent. This is 
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in line with the other inter^t rate changes 
proposed. The apathy of investors for 
debentures except those' of convertible 
debentures is rather well known. Most of 
these debentures arc quoted at substantial 
discount on the stock market. 

A new phenomenon called rights 
issue of debentures for the purpose 
of meeting working capital require¬ 
ments has acquired prominence. The 
Government of India announced a set 
of guidelines during October 1978 
regulating the issue of these debentures. 
While fixing the rale of interest on these 
debentures at 11 per cent, the guidelines 
also stipulated that the public financial 
institutions can subscribe to these deben¬ 
tures to a maximum of 60 per cent. 
This was done in order to ensure that 
these debentures do not devolve on public 
financial institutions thereby affecting 
their marketability. The rate of interest 
was increased to 12 per cent during 
Nfovember 1980. Besides the increased 
interest, the companies were also permitted 
to pay an additional interest not exceeding 
one per cent linked to dividend rate. 

This basic rate has bMn increased to 
13.5 per cent according to the budget 
announcement. Since the notification is 
silent about the additional incentive, it is 
presumed that the companies would be 
permitted to pay one per cent additional 
interest as before thus making the effec¬ 
tive rate of interest as 14.5 per cent. 
While it would be cheaper for the com¬ 
panies to borrow even this increased 
rate of 14.5 per cent since the interest rate 
on working capital advances charged by 
banks is in the range of 18 to 19.5 per 
cent, the increase would result in depre¬ 
ciation in the market value of the existing 
debentures. The existing 11 per cent 
debentures are quoted at around Rs 85, 
i.e, at a discount of 15 percent. Subse¬ 
quent to the revision in the interest rate 
the depreciation would be in the range of 
20 to 25 per cent. Nearly 70 to 75 com¬ 
panies issued rights debentures for work¬ 
ing capital purposes since September 1978 
aggregating to nearly Rs *70 crores. Assum¬ 
ing a depreciation of 20 to 25 per cent in 
the market value in respect of these 
debentures the erosion in the value of 
these debentures would amount to Rs 14 
to 19 crores. Since nearly 60 per cent 
of these debentures are held by the pub- 
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lie financial institutions the major brunt 
of this loss would be borne by them. 
While such depreciation is inevitable in 
the case of fixed income securities with 
the increase in the interest rates, ways and 
means have to be found to minimise the 
deleterious effect of such depreciation if a 
healthy debenture market is to be deve¬ 
loped. To obviate the losses, the com¬ 
panies may perhaps be permitted to issue 
floating rate debentures with a minimum 
rate of interest being fixed on such deben¬ 
tures. Such debentures might become 
popular with the investing public. It would 
have been desirably if the Finance Minister 
had indicated some such measure. 

Another aspect of the revision in the 
interest rates is the liability on the corpo¬ 
rate sector. It is estimated that the relief 
by way of reduction in surcharge would 
be of the order of Rs 60 crores. This 
would be more than offset by steep in¬ 
crease in the interest rates. The increase 
is more pronounced in respect of long 
term borrowings which have been increas¬ 
ed from 1 J.85 per cent to 14 per cent by 
the all-India financial institutions. The 
State level institutions may be expected to 
follow suit. It is estimated that the in¬ 
creased interest liability would be of the 
order of Rs 150 to 180 crores. The 
increase in the long term interest rates 
coupled with the additional auxiliary 
duty of five per cent on imports including 
project imports would push up the project 
costs steeply. 

The Finance Minister also announced 
some relaxations with respect to the re¬ 
quirements for listing of shares on stock 
exchange. At present promoters are 
allowed to hold 40 per cent of the equity 
capital of the company leaving 60 per 
cent to be offered to public subscription. 
Of this a maximum of 11 per cent is per¬ 
mitted to be allotted to public agencies 
like State developmental agencies, public 
financial institutions etc. But this ceiling 
of 40 per cent conflicted in some cases 
with the requirement of the financial insti¬ 
tutions that promoters put up a minimum 
percentage of the total cost of the 
project. 

This potential contradiction between two 
different requirements had given rise to 
considerable difficulties in the implemen¬ 
tation of new projects. In order to over¬ 
come these problems, prompters would 
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be allowed to hold higher equity than tl 
40 per cent limit during the initial stafC 
of a project. However, equity holdiil] 
above 40 per cent would have to be divei 
ted within three years from the date ij 
commercial production by an offer < 
sale to the general public. The quantip 
of shares permitted to be held by th 
promoters was not announced in the but 
get speech. However, subsequent pres 
reports suggest that the promoters w6iU< 
be permitted to hold up to 70 per ceni 
The public issue may be to the extent i 
20 per cent. Of this, as in the past, 1 
per cent of the share capital allowed t 
be subscribed by the public agenoie 
would be deemed to be the part of tt 
public issue. The promoters are requitd 
to dilute their holding to 40 per qeie 
within three years from the commcncemei 
of commercial production by making' 
public issue at the prevailing market pric 

While permitting the promoters 1 
hold a higher level of equity capital i 
order to comply with the stipulations < 
financial institutions with regard to pn 
motors' contribution is a step in the rigi 
direction, permitting them to be disinves 
ed at the market price of a later date 
not quite justified. The effect of the not 
fication is that the shares could be listt 
on stock exchange by offering only nine p 
cent of the share capital of the compan 
This meagre issue of shares to the pubi 
would only result in a scramble for the 
shares thereby pushing up the mark 
prices. In such cases, the market pric 
would have no correlation to the re 
worth of the shares determined on tl 
basis of reserve level of these companil 
and also the earnings potential. It is n{ 
known whether the Government wants : 
abandon the time tested principles i 
valuation of equity shares which giv( 
only a partial weightage to market pric 
The movement of share prices in tl 
stock exchange being what it is, permi 
ting the promoters to offload their hol< 
ing at the market prices would only resii 
in profiteering by the promoters attl 
cost of genuine investors. 

The foregoing analysis would indica 
that the budget proposals have sot 
deeper implications and do not coni 
any substantial benefit to the corpora 
sector as is generally made out in t I 
initial reactions. 
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TECHNOLOGY IN 



Ferro Silicon technology has 
reached a high standard as a 
result of IMFA's Research and 
Development. Now IMFA pro¬ 
duces special quality Ferro 
Silicon with lowest Carbon and 
Aluminium contents. A challenge 
yet to be met by many Ferro 
Silicon producers of the indus¬ 
trially advanced countries. 

The result 7 

More Special Steels and in 


particular. Electrical Steels with 
IMFA Ferro Silicon. Rourkela 
Steel Plant would shortly be 
rea.dy for production of 50.000 
tonnes of Electrical Steels 
(CRGO/CRNO Steel). Special 
quality Ferro Silicon for this 
sophisticated product can be 
fully met by IMFA. This is in 
addition to the normal supplies 
of Ferro Silicon to Rourkela 
Steel Plant and other Steel 
Plants in the country. 



INDIAN METALS & FERRO ALLOVS im 

Bomikhal. Btiubaneswai 751010 Ttitic 0675-21S Cabla: INOMET 




fiASTFilN ECONOMIST 


728 










Favourable 


The Central budget for 1981-82 evoked 
a favourable response from industry and 
trade in West Bengal. Although dis¬ 
appointment was expressed at the inade¬ 
quacy of incentives offered for promoting 
investment, it was felt that the budget, 
on the whole, represented a pragmatic 
approach to the problems of economic 
development. Mr Venkataraman had 
said in his budget speech that, despite 
the concessions in income-tax allowed 
during 1980-81, tax revenues had not 
suffered. He added that '*my judgement 
that lower rate of taxation will promote 
better voluntary compliance seems to 
have been vindicated*’. Business orga¬ 
nisations considered this statement to be 
significant and suggested that if the bud¬ 
gets in the coming years reflected this 
trend, it would help the country to evolve 
a more rational and realistic system of 
taxation. 


Main Features 

A larger outlay on the annual Plan, re¬ 
duction in the rate of surtax on company 
profits, enhancement in the interest on 
company debentures and higher exemp¬ 
tion limits for personal taxation and 
estate duty were some of the main features 
of the budget which received favourable 
comment from industry. The Calcutta 
Stock Exchange marked up the prices of 
several scrips in the expectation that the 
budget would help to boost savings, 
encourage consumption, revive the capital 
market, and create greater confidence in 
the Government’s economic policies. 

However, regret was felt at the meagre 
nature of the incentives offered for ex¬ 
port promotion. West Bengal does not 
have a free trade zone and the proposal 
to have one in the Salt Lake area, which 
had made some progress, has been practi¬ 
cally abandoned. The other concessions 
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Budget JReactiowaik 


Reception in West Bengal 

R. J. Venkatoswaran Calcutta 


provided in the budget for export arc 
also unlikely to have much impact on 
West Bengal in view of the lukewarm 
attitude of the State Government.. 

Govfs Indiffarence 

The Commerce Minister, Mr Pranab 
Mukherjee, during his recent visit to 
Calcutta, criticised the Left Front 
Government for showing indifference io 
export promotion. He wondered why 
the State Government was opposed to 
the emphasis on export in the Sixth Plan 
since thousands of tea plantation workers 
and jute mill workers and cultivators 
would be hit if the exports from West 
Bengal were to go down. But the State 
Government does not seem to be in a 
mood to reconsider its approach to ex¬ 
port. In fact. West Bengal’s budget for 
1981-82 is biased against export which 
will be clear from the levy of the cess of 
Rs 6 per kg on teas despatched to auctions 
other than those of Calcutta and Siliguri. 

Tt seems unfortunate that the relations 
between the Centre and the Government 
of West Bengal should become more 
strained at a time when the country’s 
economy is poised for growth under the 
stimulus of the Central budget. Union 
Ministers have often criticised the Left 
Front Government of West Bengal but 
what happened at the annual conference 
of the West Bengal Pradesh National 
Trade Union Congress at Birlapur on 
March ! was rather unusual. On this 
occasion, three senior Ministers, namely, 

Mr Pranab Mukherjee, Mr A.P. Sharma 
and Mr C.M. Stephen bitterly attacked 
the policies and performance of the Slate 
Government. Mr Mukherjee said that in 
the last 3i years the State Government 
had failed to set up a single industry 
which could provide employment even to 
100 persons and that the Government’s ^ 


failure to maintain law and order haS 
also affected the climate for investmew 
and led to the flight of capital. Dr Asho( 
Mitra, while presenting the budget fisf 
1981-82 said that the overall si/e of th 
State Plan had risen to Rs 580 crorcs j 
1980-81 and that the increase in the Plaj 
outlay in the course of the four years I 
the Left Front regime had been neai| 
three times. But Mr Mukherjee remat^ 
unimpressed. He said that even if oi 
looked into the State budget with v 
microscope one would not find aH 
scheme for West Bengal's economic devi 
lopment! Mr Sharma and Mr StephU! 
also criticised the State Government fc 
its many lapses in providing efficient ad 
ministration. 

Leaders of the Left Front have coi 
demned the Centre’s decision to intl^ 
duce the special bearer bonds and dtt 
cribed them as unethical and unconi 
tutional. But this has not preventi 
Dr Ashok Mitra from demanding Rs 1( 
crores for West Bengal as its share out i 
the amount received from these bonds! i 
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Budget Reaetion$ 

Gracious Unmention of Excise Bonanza 

s. Viswanathan : Madras 


Finance Minister, MrR. Venkatara- 
second budget was a continuation of 
jb public relations approach introduced 
jit year making the most of mass psycho- 
Most of the present day industrialists 
r;Madras have been beneficiaries of the 
pigrcss Government under Kamaraj. 
ladras, quite favourably disposed to R.V, 
!as naturally quick in showering praises 
khis presenting a ^ humane budget” 
iice again. 

:There has been a spate of meetings 
fganised by the various chambers of 
^mmerce and other associations includ- 
jg the one by the M.Ct. M. Chidamba- 
Jm Memorial Trust which invited Mr 
l,A. Palkhivala to deliver his address on 
f(5 budget. Many of the speakers on the 
irious budget meetings organised in the 
iurse of the last fortnight showered 
kses. The criticism by people like Mr 
ilkhivala centred round the lack of 
kentives for industry to expand. There 
also some criticism from some tax 
'^pCFts that raising the income-tax limit 
In result in the loss of valuable data on 
income of some 14 lakh assessces out 
I the even meagre 40 lakh Indians, who 
^re under the Income-tax net. Of 
|l|rsc, newspapers almost without excep- 
bave mounted their guns against the 
W of the 14 per cent duty on imported 

& print. Apart from newspapers them- 
$, even Mr Palkhivala decried that 
|ls is a direct assault on freedom of ex- 
SEsion, that it was the most obnoxious 
the levies made. The criticism was 
■10 made that newspapers arc essentially 
^nded to educate the people and as 
this impost will restrict the access to 
|ws. 

^Unfortunately, in spite of the very dis- 
^ct development of the newspaper indus- 
^^as sheer business enterprises with the 
p set largely on profits, the myth is 
^chow continued to be propagated 
^t these exist primarily for the purpose 
educating the masses. To my know- 
Ipge few of the large mass circulated 
eis have bothered to use even the 


modest additional quantities of newsprint 
made available to them in the last 15 
years fully for expanding their circulation. 
Tte rate of increase in circulation for a 
leading newspaper from Madras over a 
period of 15 years averaged hardly three 
per cent per year* On the other hand, 
such extra newsprint that was made avail¬ 
able to them had been used in increasing 
the average number of pages per day. 
Here the increase has been more than 
double the increase attempted in the cir¬ 
culation, working out to over six per cent. 
This is true of most of the large newspapers 
in the country. Last year, the Information 
and Broadcasting Minister, Mr Vasant 
Sathe, hinted that his Ministry contempla¬ 
ted the levy of a higher price for news¬ 
print consumed over a particular quantity. 
But then the Government must have been 
afraid of the power of the newspaper 
lobby to thwart this by recourse to judi¬ 
cial intervention on discrimination. The 
one reason advanced by many of the 
newspapers is the increased burden the 
proposed levy will put on them, that will 
force them to put up the prices, leading 
to a fall in circulation. One has just to 
look at the increases in prices resorted 
to by many of these: Over the last decade 
the increase in prices of the leading news¬ 
paper of Madras has been threefold. Yet 
it has not reported of suffering any loss 
in circulation, and its revenues have been 
zooming. 

The concept of differential pricing, 
weighted against the larger consumers of 
goods and services is not anything new. 
Last year, the phone call charge in the 
meter rate phone system was fixed at 30 
paise per call unit for calls exceeding 250 
but not more than 1750 in a quarter. 
Those making calls is excess of 1750 were 
charged 40 paise per call unit, for such 
excess number of calls made in a quarter. 
Of course, in the current year’s budget 
this distinction is proposed to be done 
away with. 

The Finance Ministers in the past 
had attempted at bringing newspapers 


under excise levies, in fact, a small duty of 
two paise per copy levied after the Indo- 
Bangladesh war was withdrawn five years 
later by the then Finance Minister, Mr C. 
Subramaniam, thanks to the persistent 
lobbying of large newspapers. And look 
at the Irony involved. In that period, the 
average price of most of the larger news¬ 
papers nearly doubled, the increases being 
as much as 15 paise per copy and yet they 
made it appear that the two paise excise 
duty was an unbearable burden ! 

1 am more worried about the likely 
damage to the economy caused by the 
uncontrolled rise in prices of raw mate¬ 
rials. In recent years there have been steep 
increases in the prices of commodities 
which arc administered byjthe Government. 

The increases in freight and fares pro- 
po.sed in the railway budget is a record Rs 
356 crores, the hikes in the prices of petro¬ 
leum products, steel and coal will have the 
effect of adding to the cost to consumers 
by around Rs 2400 crores. Naturally this 
will affect the entire pricing structure of 
commodities and services, as there is not 
a single commodity or service which is not 
dependent on the infrastructure. Again, 
as pointed out by an expert on excise, 
Mr K. Saravanai of Madras, on 100 
out of the ,139 items coming under 
the excise net, duties arc levied on an ad 
valorem basis. Therefore the increase in 
the price of every one of these 100 items^ 
which will be inevitable due to the steep 
increase in the prices of steel, coal, petro¬ 
leum products and railway freight, is 
bound to net much higher revenues 
from excise. And yet the Finance Minis¬ 
ter claimed that this was ‘'pct’haps the 
first budget in recent years in which no 
increase has been effected in excise duties 
for raising general revenues.” Year after 
year estimates of income in regard to 
excise and customs duties have been syste¬ 
matically depressed; with this practice the 
bonanza that the Centre will get as a 
result of the automatic rise in prices and 
hence of excise revenues, is graciously 
unmentioned. 
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Economic Survey : 1980-Rl 

Excepts from the Pre-Budget Economic Survey Issued by the Government of India 


The Ea)NOMic situation in 
1980-8 J continued to be cons¬ 
trained by the delayed eflcct 
of severe drought, continuing 
infrastructural problems and 
quiverse external factors. How¬ 
ever, from the middle of the 
fiscal year 1980-81, the eco¬ 
nomy was able to recover 
most of the ground lost during 
1979-80. Agricultural pro¬ 
duction in 1980-81 is expected 
to increase sharply by about 
19 per cent in contrast to a 
decline of 15.5 per cent in 
1979-80. Performance of the 
infrastructure also began to 
improve in the third quarter 
of 1980-81 with a favourable 
effect on industrial produc- 
Industrial production 
may rise by about four per 
cent in 1980-81 in contrast 
to a decline of 1.4 per cent 
in 1979-80. It is expected 
that the Gross National Pro¬ 
duct will grow by 6.5 per 
cent during 1980-81 in con¬ 
trast to a decline of 4.5 per 
cent in 1979-80. 

Inflationary pressures con¬ 
tinued to be strong in the 
first quarter of 1980-81, but 
decelerated significantly after 
July 1980. From March 29, 
1980 to January 17, 1981, 
the Wholesale Price Index 
^1970-71«100) rose by 13.2 
per cent as against an in¬ 
crease of 19.1 per cent during 
the corresponding period of 
1979-80. The Public Distri¬ 
bution System assisted by size¬ 
able buffer stocks of food- 
grains and releases of levy 
sugar played a crucial role in 
ameliorating the impact of in¬ 
flationary pressures on essenti¬ 
al commodities. Expansion of 
money supply was kept under 
control through a judicious 
monetary and credit policy. 
Although fiscal deficit is likely 
to be higher than the level 
envisaged in the Budget 1980- 
81, its expansionary impact 

BypOBT 
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may be partly neutralised by 
the substantial decline in net 
foreign exchange assets of the 
banking system. 

The country’s balance of 
payments remained under 
severe strain during 1980-81. 
The trade deficit during 1980- 
81 is likely to exceed Rs 4000 
crorcs. This is mainly due to 
rising prices of oil and other 
imports which have inflated 
the import bill. Unfortu¬ 
nately, export growth has con¬ 
tinued to be,sluggish. Foreign 
exchange reserves may decline 
by about Rs 600 crores dur¬ 
ing 1980-81 after taking into 
account borrowings frbm IMF 
amounting to Rs 815 crorcs. 
The constraints on the bal¬ 
ance of payments are likely 
to accentuate in the coming 
years. 

GNP« Saving and Investment 

The growth of GNP during 
1980-81 is expected to be 
about 6.5 per cent in contrast 


1. Grover National Product 
at 1970-71 price 

2. Agricultural Production 

3. Foodgiains production 

4. Industrial production 

5. Electricity generated* 

6. Wholesale prices (On point 
to point basis) 

7. Monetary resources (M^) 

8. Imports (in current prices) 

9. Exports, (in current prices) 

10. Foreign exchange reserve 
(excluding gold and SDRs) 


to a decline of 4.5 per cent 
during 1979-80. The impact 
of the widespread drought of 
1979-80 and the deterioration 
in infrastructure turned out 
to be more severe than was 
earlier anticipated. This ex¬ 
plains the delay in the pick 
up of economic activity, parti¬ 
cularly in the industrial sector 
during 1980-81. Nevertheless 
the recovery during 1980-81, 
brings the economy back on 
the long term growth path 
and it is now better placed 
for achieving the objectives 
of the Sixth Plan. 

Available evidence indicates 
that investment outlook has 
improved and the rate of in¬ 
vestment during 1980-81 is 
likely to be higher than the 
depressed level of 1979-80. The 
domestic saving rate is also 
expected to improve in 1980- 
81. The rale of capital for¬ 
mation will exceed the rate of 
saving as indicated by the 
larger current account deficit 

Selected Economic Indicators 
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in balance of payments during S 
1980-81. In fact, the phono-m 
mcnon of saving rate being s 
higher than the rate of in-f 
vestment got reversed in 1979- 
80; The gross capital for-- 
mat ion and saving rates (at^ 
current prices) were 21.8 per 
cent and 21.2 per cent res¬ 
pectively duripg 1979-80. 

Agriculture 

Agricultural production re¬ 
covered fully in 1980-81. The; 
South-West monsoon was wide-* 
spread (except in parts ofRaja-^ 
sthan, Karnataka, Andhra 
Pradesh and Tamil Nadu) and 
winter rains satisfactory. Agri-< 
cultural production is li^jy ; 
to be higher by about 19 
per cent during 1980-81 over 
the depressed level of 1979-80 
and may equal the pievious 
peak level of 1979-80. 

The production of kharij 
foodgrains is anticipated to 
be 16 million tonnes highei: 
than the output of 63.1 mil^ 
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^Quick estimates. *Antcipated. ®ApriI—November 1980 over the same period in 1979, 
April—December 1980 over the same period in 1979. “March 29, 1980—January 17, 1981. 
As on January 9, 1981 compared with March 31, 1980. ’Provisional figures for April—October, 
980 over the same period in 1979. ^Compared with January 1980. ♦Electricity generation j 
afers to utilities only. 
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tonnes in 197$^80 and 
Ipwould exceed the previous rc- 
|j]jbord production of 78.1 
{jilliillion tonnes achieved in 
fj.1978-79. In view of the 
iffavourable rabi outlook due 
Jilo good soil moisture con- 
s and the additional 

i iown following late win- 
ains, the total food- 
\ production may be 
132 million tonnes /.£». 

; 23 million tonnes 
r than 109 million 
s during 1979-80. The 
ery has been substantial 
;e production which is 
ted to reach a level of 
llion tonnes (both kharif 
abi), thus exceeding the 
>us peak level of 53.8 
n tonnes in 1978-79. The 
|jroduction of coarse kharif 
^l&reals which is expected 
Wt 23.2 million tonnes will 
{be higher than 21.2 million 
i^nnes in 1979-80. It will, 
however, be lower than the 
J978-79 level by 1.7 million 
^nnes. The production of 
kharif pulses estimated at 4.1 
: ^llion tonnes will be higher 
the 3.9 million tonnes 
M 1978-79. 


The outlook for non-food- 
grain crops is also much 
better. Production of sugar¬ 
cane is expected to be 152 
million tonnes in 1980-81 
which will be 18.8 per cent 
higher than 128 million tonnes 
in 1979-80. Production of 
cotton is expected to increase 
to about 8.0 million bales 
from 7.7 million bales in 1979- 
80. Jute and mesta produc 
tion may equal the record 
level of 8.3 million bales in 

1978- 79. However, groundnut 
production has been adversely 
affected by inadequate rains 
during Scptemher-October 
1980 in several parts of 
Gujarat, Karnataka and 
Andhra Pradesh. As a result, 
its production during kharif 
1980-81 may not exceed the 
level of 4.7 million tonnes 
in 1979-80. The prospects of 
other kharif oilseeds, however, 
are encouraging. 

Fertiliser consumption in¬ 
creased only marginally in 

1979- 80 but will rise faster 
during the current year. The 
target of 48 million hectares 
area under high yielding 
varieties would be achieved. 


Although the sharp decline in 
agricultural production during 

1979- 80 still points to the sub¬ 
stantial influence of weather 
conditions on agricultural pro¬ 
duction, the recovery during 

1980- 81 confirms the grow¬ 
ing strength and resilience of 
Indian agriculture. 

Infrastructural Constraints 

The infrastructure constra¬ 
ints which had emerged during 
the last few years continued 
throughout the first half of 
1980-81 and delayed industrial 
revival. Urgent attention was 
given to improving the in¬ 
frastructural performance but 
not surprisingly it took time 
to achieve a turnaround. 
Electricity generation in the 
first three months of 1980-81 
was lower than in 1979-80 
because of the very low hydel 
generation in the lean summer 
months. However, the situ¬ 
ation improved after August. 
Total electricity generation 
during April-December 1980 
was 3.8 cent higher than 
that during the same period in 
1979. Since the improvement 
in power generation, both 


bydel and tbemiai, is ex]^cted 
to continue, the total gene¬ 
ration in the year as a whole 
may be about six per ceni 
higher than that in 1979-80. 
This compares with 2.1 per 
cent increase during 1979-80. 
Since the agricultural demand 
for power during the current 
year will be lower in view of 
timely rains, the availability 
of power for industrial and 
commercial users will be much 
better. 

Coal production (includ¬ 
ing lignite) has increased 
by 8.7 per cent during April* 
December 1980 over the samd 
period of 1979. It is likely 
that the total production of 
coal and lignite for the year 
as a whole will rise to 115 
million tonnes. This will 
imply a remarkable improve¬ 
ment considering the fact that 
coal production had stagnated 
around 105-106 million tonnes 
since 1976-77. However, the 
performance of the Railways 
continued to present problems 
in 1980-81. The total revenue 
earning goods traffic moved 
by Railways during April- 
October 1980 was 3.2 per cent 
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lower than that in the corres¬ 
ponding period of 1979. The 
turnaround in railway per¬ 
formance was achieved in 
November and December 1980 
when the traffic moved in¬ 
creased by 2.5 per cent and 6.6 
per cent respectively over the 
same months in 1979. As a 
result, shortfall in traffic move¬ 
ment came down to 1.4 per 
cent during April-Deccmber 
1980. The improvement noted 
during November and Decem¬ 
ber is likely to continue during 
the rest of 1980-81 and the 
Jfotal goods movement by 
'Railways may be somewhat 
higher than the level reached 
in 1979-80. 

Industrial Production 

The set-back to industrial 
production continued due to 
drought and unsatisfactory per¬ 
formance of the infrastructure 
during the first half of the 
current year. Since then in¬ 
dustrial production has picked 
up. The average index of 
industrial production for 
April-November 1980 was 
higher by 1.2 per cent than 
that in the same period of 
1979. Notable increases in 
production have taken place 
in steel, cement, aluminium, 
lead, newsprint, tractors, diesel 
engines (veh.), I ransport equip¬ 
ment (except cars), sugar and 
vanaspati during October, 
November and December 1980. 
A sharp decline in some of 
these key industries had been 
responsible for last year’s fall 
in industrial production. On 
the basis of trends so far and 
c;cpected improvement in the 
infrastructure, the rate of in¬ 
dustrial growth during 1980-81 
may be about 4.0 per cent 
as against a decline of 1.4 
per cent during 1979-80. 

The available indicators ic- 
gardtng grant of licences, capi¬ 
tal issues and sanctions and 
disbursements of loans by the 
term lending institutions, show 
that investment activity has 
picked up, particularly during 
the latter half of 1980 81. 
Number of man-days lost have 
come down substantially to 
8.2 million during April- 
^ October 1980 from 22.2 mil¬ 
lion in the corresponding 
period of 1979. These figures, 


however, only partially reflect 
the labour situation. Indeed, 
industrial production has 
been adversely affected during 
1980-81 as a result of go-slows, 
work-to-rulc, etc., particularly 
in the eastern region of the 
country. 

Government’s new industrial 
policy was announced in July 
1980. While reiterating the 
basic industrial policy frame¬ 
work of 1956, the new policy 
has several notable features. 
In pursuance of the new policy, 
steps were taken during the 
year to allow automatic ex¬ 
pansion of production in in¬ 
dustries, disperse industries 
with a view to achieving 
balanced regional development 
and de-urbanisation, encourag¬ 
ing the growth of village and 
small-scale industries in co¬ 
ordination with bigger units, 
promoting industrial pro¬ 
duction for exports and faci¬ 
litating financing of industries. 

Price Trends 

The upsurge in prices which 
began in early 1979 proved 
difficult to control because of 
the overhang of excess liqui¬ 
dity, severe drought and the 
inescapable impact of imported 
inflation. Several steps were 
taken to moderate inflationary 
pressures. The monthly rate 
of increase in the Wholesale 
Price Index of about one per 
cent during January to March 

1980, picked up in the sub¬ 
sequent months due to intense 
seasonal pressures and upward 
adjustment in the prices of 
petroleum products. A peak 
rate of 4,1 per cent was 
reached in July 1980. Since 
then price increase has decele¬ 
rated and the twelve months 
rate of inflation (on a point 
to point basis) has declined 
from 23 per cent in the week 
ended June 28, 1980 to 15.4 
per cent in the week ended 
January 17, 1981. In the 
current fiscal year, between 
March 29,1980 on January 17, 

1981, the Wholesale Wice 
Index shows a rise of 13.2 
per cent as compared with 
19.1 per cent during the same 
period last year. Retail prices 
tend to move parallel with 
wholesale prices with a time 
lag. The Consumer Price 


Index for Industrial Workers 
(1960-100) has increased from 
373 in March 1980 to 408 
in December 1980 /.e., by 
9.4 per cent. On the basis 
of the present trends the in¬ 
crease in prices during 1980-81 
is likely to be significantly 
lower than in 1979-80. 

Cost-push and international 
factors continued to push up 
the prices of non-food pro¬ 
ducts. The prices of crude 
oil and petroleum products 
were raised in June 1980 and 
again in January 1981 to 
adjust to higher international 
prices. Fertilizer prices had 
also to be increased in view 
of higher prices of imports, 
increase in input costs and 
the need to reduce the budge¬ 
tary subsidy. However, major 
contribution to the sharp in¬ 
crease in prices during the 
current year has come again 
from a few food articles and 
food products, supplies of 
which remained constrained 
due to severe drought con¬ 
ditions last year. Between 
March 29, 1980 and January 
17, 1981, the price of sugar 
increased by 25.5 per cent, 


khandsari by 19.0 per 
gur by 18.9 per cent, edib^j 
oils by 21.4 per cent, puls^i:! 
by 51.0 per cent, fruits 
vegetables by 12.1 per oent| 
and oilseeds by 25.1 per cent;)) 
The increase in cereal prices, * 
however, wasresiricfcd to 10.41 
per cent, thanks to adequate| 
food stocks which were made ,^ 
available through the PubliG:] 
Distribution System. 

The agricultural pric 
policy during the current yc^, 
sought to ensure remunerai^^ 
live prices to farmers. A$.! 
already mentioned, energy; 
prices were adjusted on 
account of increase in the; 
international prices of crudei! 
and petroleum products an4j 
with a view to containing 
mand. Administered prices of% 
certain industrial inputs wero^! 
also adjusted to reflect in-tji 
creased costs, to reduce losses) 
of public sector enterprises 
and to restrict budgetary sub-.: 
sidies. The prices of certam;! 
mass consumption commodi**. 
tics such us foodgrains, sugai^! 
and kerosene were sought; 
to be maintained at reasonaote 
levels by expanding and re^;, 
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vitalising the Public Distribu¬ 
tion System. However, in¬ 
flationary pressures in the eco¬ 
nomy, though moderated, still 
persist and control of in¬ 
flation will remain an im¬ 
portant objective of economic 
policy. 

Monetary Situation 

In view of the persistent 
inflationary pressures during 
1980-81, the stance of mone¬ 
tary and credit policies had 
to be restrictive. Expansion of 
monetary resources and bank 
credit was brought under 
reasonable control during 1980- 
81. The expansion of mone¬ 
tary resources (M,) [the strictly 
comparable figures of money 
supply (Ml) for 1980-81 arc 
not available due to defini¬ 
tional change in the compo¬ 
nents of savings deposits] was 
lower at 12.6 per cent during 
the current year upto January 
9, 1981 as against 13.4 per 
cent in the same period last 
year. 

The impact of the restrictive 
policy was more clearly visible 
on bank credit to commercial 


sector (inclusive of participa¬ 
tion certificates) which has 
risen by 10.3 per cent during 
March 31, 1980 to January 9, 
1981 as against 17.5 per cent 
in the corresponding period 
of 1979-80. The important 
reasons for this deceleration 
have been the sharp drop in 
food credit due to lower food 
procurement and delayed re¬ 
covery in industrial produc¬ 
tion. Both food credit and 
non-food credit arc expected to 
rise faster to meet busy season 
demand as well as higher 
food procurement during the 
remaining months of 1980-81. 
However, net bank credit to 
Government has increased by 
21.4 per cent during March 
31, 1980 to January 9, 1981 
as against an increase by 17.0 
per cent last year. To a cer¬ 
tain extent, this reflects the 
continued increase in Govern¬ 
ments’ budgetary deficit. How¬ 
ever, its expansionary impact 
is likely to be mitigated as 
net foreign exchange assets 
of banking sector have dec¬ 
lined by Rs 705 crores i.e., 
13.3 per cent during March 


31, 1980 to January 9, 1981 
as against an increase of 
Rs 188 crores during the cor¬ 
responding period of 1979-80. 
Although the growth in aggre¬ 
gate bank deposits was some¬ 
what sluggish to begin with, 
it has since picked up and 
the liquidity position of banks 
has remained comfortable. On 
the present trends, the mone¬ 
tary situation during 1980-81 
will be better than that in 
1979-80. 

An important dimension of 
the approach to credit policy 
was the decision to enhance 
the share of priority sectors 
in total bank advances from 
23i per cent to 40 per cent 
over Sixth Plan period. Within 
the priority sector, the share 
of agriculture and small-scale 
cottage industries is to be in¬ 
creased further. Special at¬ 
tention will be paid to small 
and marginal farmers. 

Balance of Payments 

The balance of payments 
situation further deteriorated 
during the cunent year. The 
sharp increase in oil prices 


since 1979^8 added substan¬ 
tially to the import bill which 
is likely to increase to about 
Rs 11^00 crores during 1980- 
81. The full impact of the 
rise in the oil prices has been 
felt during 1980-81 when the 
total bill for imports of crude 
oil and petroleum products 
alone is likely to be about 
Rs 5600 crores. Jn contrast, 
exports have remained sluggish 
both due to internal constraints 
and an unfavourable inter¬ 
national environment. During 
Ibe year as a whole, the growth 
in the value of exports is 
likely to be about 10 per cent. 
The increase in the volume of 
exports may not, however, be 
significant. As a result, the 
trade deficit during 1980-81 is 
likely to exceed Rs 4000 crores 
as against Rs 2368 crores in 
1979-80 and a much lower 
figure of Rs 1088 crores during 
1978-79. 

Invisible receipts on ac¬ 
count of tourism and trans¬ 
port, investment income and 
remittances from abroad have 
stagnated. The growth of 
remittances from abroad has 


Fortune is not got for a song 


s 

s 

% 


it is built up 
slowly, patiently 
note by note 

like a heart-rending Symphony. 

We have schemes to help you do that. 

Schemes, attuned to your capacity and needs, 
to build up your savings to a crescendo. 


Come, Save with 

. SYNDICATE BANK 

Where Service is e Way of Life 

(Wholly owned by Govt, of India) 

Head Office : 

Manipal 576 119, Karnataka State. 


$ 

s 

s 

$ 

s 

$ 


s 

s 

I 

\ 


amsKM BCONQian 


734 


..MAKca;M. 



aeoelerated and there are limits provement particularly since 
to the growth in income from the second half of 1980-81. 
transport and tourism. In The performance of the in¬ 
view of these factors, the cur- frastructure has improved 
rent account deficit may go significantly and industrial pro- 
up to Ks 2000 crores. The duction is looking up. Food- 
deterioration in the country's grain production is expected 
balance of payments is re- to exceed slightly the record 
fleeted in the draw down of level achieved in 1978-79. 
the foreign exchange reserves There is a moderation in in- 
which amounted to Rs 313 flationary pressures. However, 
crores at the end of January the rate of inflation is still 
1981. The draw down would high. In particular it is not 
have been more substantial possible to insulate the cco- 
if it was not cushioned by nomy from world inflation, 
the borrowings of Rs 815 The prices of petroleum and 
^irores from the IMF (Rs 541 other key imports continue to 
crores from the Trust Fund rise and this will have an 
and Rs 274 crores from the inevitable impact on domestic 
Compensatory Financing Faci- prices as well as on the balance 
lity). On the basis of present of payments. The economy 
trends, the draw down of has also to mobilise resources 
foreign exchange reserves by for financing the Sixth Plan, 
the end of 1980-81 may be These are challenging tasks 
about Rs 600 crores. which call for concerted and 

determined efforts both in the 

In sum, the economy has short-term and over the me- 
showft di.stinct signs of im- dium term. 

Prospects for 1981-82 

The year 1980-81 was a creased use of other inputs, 
difficult year but it was agricultural production should 
also a year of recovery from further increase in 1981-82. 
the crisis situation in 1979-80. But since this increase will 
The agricultural sector staged be from a high base in 1980-81 
a full recovery and agricultural the growth rate of agricul- 
production in 1980-81 is cx- ture in the next year may be 
pected to reach the peak level, modest. However, the lagged 
Inflationary pressures conti- effect of good agricultural pro- 
nued unabated in the first duction during 1980-81 will 
quarter of 1980-81, but cased spill over into the next year 
thereafter and the overall po.si- and together with the im- 
tion for 1980-81 is expected proved performance of the in¬ 
to be better compared with frastructure, the rate of growth 

1979- 80. Industrial production of industrial production should 
in 1980-81 was also depressed, be significantly higher than 
principally because a turn- that in 1980-81. In any event, 
uround in infrastructural per- it will be necessary to plan 
formance took time to achieve, for a much higher rate of 
Nevertheless by the third growth in industrial produc- 
quarter of the year the per- tion with a view to achieving 
formance of ci>al, power and the Sixth Plan target of 5.2 
Railways improved subs- per cent growth in GDP. Us 
tantially compared with 1979- fulfilment will require the 
80 and this was reflected in harnessing of available un- 
the pick up in industrial pro- utilised capacity and the con¬ 
duction in the second half of tinned improvement in the per- 

1980- 81. The balance of pay- formance of the infrastructure, 
ments situation, however, con- This should be possible in 
tinned to deteriorate. The view of the considerable under- 
deficit on current account will utilisation of capacity in many 
be much larger during 1980-81 key sectors of the economy 
The contraints on the balance at present and the likely im- 
of payment arc likely to accen- provement in the performance 
tuaie in the coming years, of the infrastructure. 

Given normal weather. Price pressures, especially 
extension in irrigation and in- those on account of inter- 
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. ijiational factors, are likely to 
; jiwitinue in the coming year, 
itlic latest oil price shock of 
t979 has triggered substantial 
^st-push on prices. These 
effects arc likely to persist. 
i(esides, some of the adminis- 
l^d prices of commodities 
|ilC^ as petroleum products, 
^al and steel have had to be 
: '^ilised. The growing demands 
•; ^ higher incomes and wages, 
i l^ss pursued with restraint 
I SW with due regard to pro- 
lil^tivity, could have a highly 
[ aflationary potential, 
j -filt should, however, be pos- 
i IMc to moderate inflationary 
I ki^ures and to further reduce 
tie rate of inflation below 
\ hib 1980-81 level. This will 
I ffpend critically on ensuring 
^ ignificant increases in aggre- 
ij tte supply and checking do- 
{ nestic cost pressures. A broad¬ 
ly ased industrial development 
I 1 the coming year and a 
I hhstantial improvement in the 
erformance of the infrastruc- 
are should generate a larger 
ij Apply response and help 
y loderate inflationary pres- 
^es. The success achieved 


in containing demand for 
higher wages and incomes 
within limits of productivity 
increases will also be a critical 
factor in moderating inflation. 
Greater industrial discipline 
combined with fair and effi¬ 
cient processes for dealing with 
the demands of labour is 
necessary for ensuring high 
productivity and an abatement 
of the rate of inflation. 

The anti-inflationary pac¬ 
kage of policies would inevita¬ 
bly involve fiscal and monetary 
discipline. It will be neces¬ 
sary to minimise increase in 
non-devclopmenial expendi¬ 
ture, keep deficit financing 
within reasonable limits and 
improve efficiency of invest¬ 
ments. At the same lime, 
monetary policy has to be 
carefully balanced so as to 
avoid growth of excess liqui¬ 
dity in the system while cater¬ 
ing adequately for the growing 
requirement of credit by the 
productive sectors cf the eco¬ 
nomy. Credit to the priority 
sectors has also to be stepped 
up so that their growth is 
not hampered. 


The public distribution sys¬ 
tem has stood the test of 
difficult times and would con¬ 
tinue to form an integral part 
of the anti-inflationary p^k- 
age of policies. It has to be 
fuither extended and stream¬ 
lined to effectively serve a 
larger population, especially 
in the rural areas, and to 
ameliorate the impact of in¬ 
flation. Besides strengthening 
the machinery for constant 
monitoring of availabilities and 
prices of essential commodi¬ 
ties- an important aspect of 
the supply management—it 
would be necessary to combat 
the activities of hoarders, 
speculators and black-mar- 
teteers and other anti-social 
elements. 

Moreover, in the context 
of continued inflationary pres¬ 
sures, pricing policies in res¬ 
pect of agriculture and in¬ 
dustry have to be so designed 
that these do not exacerbate 
existing inflationary potential. 
The emphasis has to be on 
achieving a balance which 
while ensuring adequate sup¬ 
port to farmers and economic 


prices in industries, also safe¬ 
guards consumers, particularly 
the weaker sections. In parti- » 
cular, the burden of adjust¬ 
ment on the weaker and poorer 
sections who are more sub¬ 
stantially affected by inflation, 
has to be minimised to the 
extent feasible. 

Although short-term policy 
would naturally focus on the 
requirements of price stability, 
medium-term policies must be 
aimed at accelerating econo¬ 
mic growth. The Sixth Plan 
presents a medium-term pers- 
p)ectivc for this purpose. It ' 
emphasises a significant step 
up in the rate of growth to¬ 
gether with more efficient use 
of existing resources through 
improved productivity: streng¬ 
thening the impulses of moder¬ 
nisation for the achievement 
of economic and technological 
self-reliance; progressive re¬ 
duction in poverty, unemploy¬ 
ment and regional inequali¬ 
ties; speedy development of 
indigenous energy sources and 
efficiency in energy use; con¬ 
servation of natural resources; 
a minimum programme for 
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the economioally and socially 
handicapped section of the 
l^pulation; and promotion of 
policies for controlling popu¬ 
lation. Another important ob¬ 
jective of the Plan is to 
strengthen the redistributive 
bias of public policies and 
services in favour of the poor. 
The achievement of these ob¬ 
jectives and the target growth 
rate of 5.2 per cent will criti¬ 
cally depend upon the mobi¬ 
lisation of the needed re- 
sources, effective implementa¬ 
tion and the extent to which 
tijve longer term problems 
\vhich have been building up 
over the past several years are 
overcome. 

Major Constraint 

The infrastructural de¬ 
ficiencies undoubtedly consti¬ 
tute a major constraint limit¬ 
ing growth. The slow-down 
in industrial production parti¬ 
cularly in the recent years 
has to a large extent been 
the result of these bottlenecks, 
specially insufficient supply 
of power and coal, and a 
declining performance of the 
Railways. The achievement 
of the target rate of industrial 
growth in the Sixth Plan will 
place a heavy demand on the 
infrastructure comprising coal, 
power and the Railways. The 
central importance of these 
sectors has been recognised 
in the Sixth Plan which pro¬ 
vides for a substantial step up 
in investment in each case. 
It is necessary that Plan pro¬ 
jects in these sectors are fully 
funded and implemented 
according to schedule. Their 
‘ llmplemcniation should be 
closely monitored and re¬ 
medial action taken quickly 
to overcome impediments. No 
less important is the fulfilment 
of physical targets on schedule 
so that the intended assets 
can be created. These secto¬ 
rs also sufter from mana¬ 
gerial and organisational de¬ 
ficiencies which need to be 
overcome. It is necessary to 
ensure that problems regard¬ 
ing industrial relations do not 
undermine the efforts at im¬ 
proving the performance of 
' these sectors. In addition to 
expanding capacity in these 
sectors^ the processes of 


modernisation and technologi¬ 
cal development have to be 
speeded up. 

Industrial production in the 
recent years has suffered due 
to inadequate investment in 
certain key industries. There 
has also been a decline in the 
management function which 
has contributed to growing 
sickness in industries and in¬ 
creased under-utilisation of 
capacity. Industrial relations 
is another area of concern. 
Inter-union rivalries have tend¬ 
ed to make industrial nego¬ 
tiations more difficult. The 
influence of extraneous factors 
on purely industrial issues often 
complicates disputes which at 
times degenerate into law and 
order problems. These con¬ 
ditions are evidently not con¬ 
ducive to the growth of in¬ 
dustrial productivity. It is 
essential that there is substan¬ 
tial improvement in this 
regard and industrial peace is 
established through self- 
restraint and balanced ap¬ 
proach and a national perspec¬ 
tive on the part of all parties 
concerned. 


Public Sector 

Large investments have been 
made in the public sector 
which plays a vital role in 
the economic development of 
the country. It is necessary 
that the performance of this 
sector improves substantially 
so that more internal re¬ 
sources arc generated. The 
financial viability of the public 
sector has suffered in the past 
by the tendency to hold public 
sector prices for a wide range 
of intermediate goods below 
economic costs. Such under- 
pricing amounts to subsidi¬ 
sation of the using industries. 
It is necessary that appro¬ 
priate pricing policies are 
pursued which reflect true in¬ 
put costs and a reasonable 
return on investment. 

During the past few years 
though the area under culti¬ 
vation has not been expand¬ 
ing significantly production of 
foodgrains has registered not¬ 
able increases because of con¬ 
siderable improvements in 
yields per hectare. The growth 
of yields in the Seventies re- 
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f ttecis the success ef the basfe such as pulses, ccarse grains 
strategy followed in agricul- and oilseeds. The success 
turc of extending irrigation of the agricultural research 
together with assured supply efforts in a number of crops 
jiof improved seeds, fertilizers, will thus be a critical element 
credit and other inputs. This determining agricultural per- 
Istratcgy will continue to be formance in the coming year, 
iiipursued further in the Sixth 

!! LL Water Managemeni 

: f . The success achieved in the 

J Seventies should not lead to It is, however, possible to 


Jeompiacency. There are some increase yields substantially 
disturbingelementsin theagri- even before a new major 

4 cultural situation which need breakthrough in research. For 

5 ,to overcome. The dramatic instance, in the case of rice 
breakthrough in yields that there is considerable scope for 

ji has occurred in the case of increaring yields through better 

I : wheat has not so far been water management and im- 
matched in other crops. There proved cultivation practices, 
has been continuous improve- Similarly in pulses, oilseeds 
ment in rice yields but it is and coarse grains there is a 
,lower than that of wheat, wide gap between yields that 
iThc difficulty in raising rice can be achieved by farmers 
lyields is understandable as this under controlled conditions 
|crop is grown over a very and those actually achieved 
Iwide area under conditions under field conditions. This 
jwhich vary greatly. This gap can be narrowed through 
Imakes it necessary to aim at sustained improvement of the 
jgenetic improvements in seed general system of supply of 
Ivarieties which are much more inputs for agriculture and an 
location specific. The lack effective board-based cx- 
■ofa research breakthrough is tension service to propagate 
a constraint on the growth of appropriate cultivation prac- 
■■ predominantly rain-fed crops ticcs. 
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While a successful fMickage 
of technology and inputs, has 
been developed for irrigated 
areas, a great deal remains to 
be done in achieving significant 
advances insofar as dry or 
semi-arid zones arc concerned. 
Experimentation has been 
under way on a fairly wide 
scale and there are distinct 
possibilities of appreciable 
productivity increases in such 
areas through extension and 
appropriate inputs. This indeed 
is the major challenge for 
agricultural researchers, agro¬ 
nomists, engineers and exten¬ 
sion agencies. Another area 
where a major effort is urgently 
needed is the enhancement of 
production of oilseeds. Imports 
of edible oils has become a 
Substantial drain on the 
country's foreign exchange re¬ 
sources. The country cannot 
afford this for an indefinite 
period and a major import 
substitution drive to produce 
more oilseeds domestically is 
necessary. 

Cropping .Mix 

Agricultural policy must also 
pay attention to achieving hel¬ 
ler balance both within crop 
agriculture and also between 
crop and non-crop activities. 
There is evidence that the 
cropping mix is tilted in favour 
of a few crops and this needs 
to be rectified through agri¬ 
cultural research, belter atten¬ 
tion to hitherto neglected crops 
and relevant pricing policies. 
There is also substantial scope 
for developing livestock, poul¬ 
try and fisheries and promot¬ 
ing mixed farming on a wider 
scale than hitherto. 

As already indicated the 
balance of payments outlook 
is going to be very difficult 
in the medium term. The 
current account deficit in the 
1980-81 is already likely to 
be very large and may grow 
in the near future. 

The most important reason 
for the deterioration in the 
balance of payment is the 
sharp escalation in crude oil 
and petroleum product prices 
which has inflated the total 
import bill. Rapid economic 
growth requires an increase 
in the consumption of oil, 


especially when^he per capita 
consumption level in the coun¬ 
try is very low. However,, 
there is need to economise 
on total oil use and to reduce 
dependence on energy imports 
as far as possible. This will 
require action on two fronts. 
First, eflbrts have to be 
made to further develop coal 
and hydropower as well as 
non-conventional sources such 
as bio-gas and solar energy, 
Second, it will be necessary 
to conserve energy and to 
use it efficiently. The growth 
of oil demand has to he^j 
contained through appropriate^ 
pricing of oil products. The 
domestic prices of oil pro¬ 
ducts must reflect the steadily 
rising cost of oil imports. 
This policy is already being 
pursued by the Government. 

A massive effort has also 
to he lanuched in the field 
of exploration and produc¬ 
tion of oil and natural gas. 
Measures arc already in hand 
for rapidly building up pro¬ 
duction to optimum levels in 
Bombay High and peripheral 
fields. Introduction of secon¬ 
dary recovery techniques at an 
appropriate time in order to 
sustain production of these 
fields is also under considera¬ 
tion. These measures, vigo¬ 
rously pursued, should reduce 
the growth of oil imports and 
improve the country’s room 
for manoeuvre. Adequate 
funds have been provided in 
the Plan to enable the Oil 
and Natural Gas Commission 
to effectively pursue these and 
other fTogrammes, both off¬ 
shore and onshore. Consider¬ 
ing the large areas which re-' 
main to be explored, the need 
for speedy location and deve¬ 
lopment of new sources of 
h>drocarbons, the difficult 
balance of payments outlook 
and limitation of domestic re¬ 
sources, it has been decided 
to augment the programmes 
of ONGC and OIL India, by 
entering into appropriate 
arrangements with reputable 
companies having experience 
in oil exploration and deve¬ 
lopment. 

It is also essential that both 
associated and free gas already 
located is tapped expeditiously 
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to the best advantage. 
For this purpose, planned 
1 establishment of down- 
^ stream industries, especially a 
series of fertilizer plants, needs 
to be accelerated. 

Efforts at reducing oil con¬ 
sumption and developing do¬ 
mestic production lake time 
and in the meantime there is 
no escape from an expanding 
oil import bill. In order to 
contain the balance of pay¬ 
ments deficit within manage¬ 
able levels, it is essential to 
minimise the import of items 
i which can be efficiently pro- 
* duced domestically and for 
which unutilised capacity al¬ 
ready exists and further ex¬ 
pansion is planned. There 
are several major areas in 
which the scope for import 
substitution is very large 
steel. Cement, aluminium, 
fertilisers and edible oils. 
Shortfalls in our production 
programmes in these areas 
lead to avoidable imports add¬ 
ing to the external payments 
burden of the economy. Strict 
. monitoring of production per¬ 
formance in this area will pay 
rich dividends in terms of 
foreign exchange saved. 

Need for Imports 

However, in spile of our 
best efforts at import substi¬ 
tution considerable volume 
of imports will be needed. A 
substantial part of India's 
import requirements consist 
of essential intermediate and 
capital goods. A growing 
economy needs an expand¬ 
ing volume of such imports. 
This is all the more of if wc 
are to implement an ambitious 
programme to raise the level 
of investment in the Sixth 
Plan. As noted earlier the 
expansion programmes pro¬ 
posed in many of the key 
sectors, which are also crucial 
for the longer run energy 
adjustment (r.^. coal, power, 
railways) call for very heavy 
investments having large im¬ 
port content. Consistent with 
the availability from within 
the country, it would there¬ 
fore be necessary to evolve 
a pragmatic import strategy 
which would meet the essential 
import requirements of in¬ 
dustry, infrastructure and other 


sectors during the Sixth Plan. 

The Balance of Payments 
gap cannot be contained within 
manageable limits unless the 
export performance of the eco¬ 
nomy can be sub.stantially im¬ 
proved. Although the country's 
exports did extremely well in 
the mid-Seventies, they lost 
momentum in the Iasi three 
years and over the decade as 
a whole India's share in world 
exports probably declined. It 
is necessary to reverse this 
trend. India has the manu¬ 
facturing base to achieve rapid 
export growth in a diversified 
range of commodities. There 
is also considerable scope for 
expansion of agricultural ex¬ 
ports. External demand con¬ 
ditions at present are far from 
favourable but the long term 
export potential of the country 
should not be under-estimated 
because of short term pcs- 
.simism about the growth of 
world demand. Besides India 
is well placed to exploit the 
nearby markets of the oil 
rich States. Achieving export 


Fiscal Policy 


Fiscal policy in 1980-81 had 
to maintain a very difficult ba¬ 
lance between the need to mo¬ 
derate aggregate demand pres¬ 
sures and to imparl a deve¬ 
lopmental thrust to the eco¬ 
nomy. While the budget 
for 1980-81 provides for a 
16 per cent increase in the 
Annual Plan outlay over the 
1979-80 level, it also sought 
to achieve this with only a 
limited recourse to deficit 
financing. However, during 
the course of the year the 
Government was faced with a 
number of unavoidable items 
of expenditure including espe¬ 
cially additional Central as¬ 
sistance for State Plans and 
for drought and flood relief. 
Tax revenues arc exiiecled to 
exceed the budget estimates. 
Public borrowings may also 
be higher. Unfortunately 
generation of resources within 
the public sector was lower 
than anticipated because of 
continuing production diffi¬ 
culties and rising costs. As a 


dynamism will require sus¬ 
tained efforts on various 
fronts. 

A policy framework has to 
be evolved in which various 
constraints which have ham¬ 
pered export growth in the 
past arc removed. A number 
of steps have already been 
taken in the current year to 
support and encourage export 
oriented activity. The es¬ 
tablishment of the Export. Im¬ 
port Bank will also help in 
giving a further push to ex¬ 
pots. It is necessary that 
the thrust of export promo¬ 
tion policy including a sup¬ 
portive import policy is 
continued over a period of 
time. 

Management of the Balance 
of Payments would also re¬ 
quire greater recourse to ex¬ 
ternal financing than has been 
the case in the recent past. 
However, it will be essential 
to ensure that recourse to 
external financing is kept with¬ 
in limits of prudent debt 
management. 


and Budget 

result the budgetary deficit is 
expected to be higher than the 
level originally estimated. 

The new Government which 
was installed at the Centre in 
January 1980 presented the 
regular budget for the year 
1980-81 cn June 18, 1980. 
Nine State Governments also 
presented their final budgets 
for 1980-81 later in the year 
because of the mid-term poll. 
The Government’s foremost 
task was to restrain infla¬ 
tionary pressures in the eco¬ 
nomy which were asssuming 
threatening proportions. The 
malfunctioning of the infra- 
Iructure particularly power, 
transport and coal, had se¬ 
riously affected industrial 
growth and therefore had to 
be attended to urgently. There 
was also the need to improve 
investment climate and instil 
confidence among various 
productive sectors. The new 
Sixth Plan was to commence 
with iht fiscal year 1980-81 


and the budget for 1980*8 
had to reflect the new prioi 
ties and focusses, particulalrlj 
the need for helping the wei 
ker sections of the societ; 
through appropriate progrj 
mes for increasing productiVi 
employment opportunities. 

The combined budgetary f( 
venues and expenditures Qj 
the Centre, the States and thi 
Union Territories for the yeal 
1980-81 had been estimah 
Rs 24,589 crores and Rs35,2i 
crores respectively. The 0 
suiting financial gap. ^ 
Rs 10,622 crores was to 
made good by a draft on pri 
vale domestic savings to thi 
extent of Rs 6932 crores, ani 
Rs 1732 crores of foreigi 
savings. The balance of Rs 19^ 
crores was to be the order 4 
budgetary deficit. j 

Increased Expenditure 


The combined total budged 
ed cxpendiliirc in 1980-g 
showed an increase of llj 
per cent over the revised 
mate for 1979-80. Of the totl| 
combined expenditure, 

22,505 crores forming 63,| 
per cent was development 
expenditure. However, no 
development outlay, thoi 
accounting for a little ov 
one-third of total outlay, 
shown a larger increase by 16| 
per cent over the revised Ollf 
lay in 1979-80. The increa 
is spread over several iteu 
‘such as defence, police 
tax collection charges. A 
jor source of this has been 
increase in interest paymcpl^ 
due to rising public debt 
vicing liability on the increu 
ing domestic public borrol 
ings for financing increasi 
Government expendilurc. 
interest liabilities have all 
increased because a sizeat 
portion of borrowed funds i 
loaned out by the Cent] 
Government to Stale GoV 
ments at low rates of inte 
Public loans are also given 
the priority sectors and 
weaker sections at subsidis 
interest rates. 

The combined tax revenii’i 
of the Central and the ^ 
Governments including ^ 
Union Territories in 1980-* ‘ 
budgets arc estimated 
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Rs 18,735 crores showing a 
: growth rate of 8.8 per cent 
,\over 1979-80. This rate of 
growth is about two percentage 
points Jess than that recorded 
m the revised estimates for 

1979- 80 over the actuals of 

1978- 79. The budget estimates 
indicate continued buoyancy 
in customs duties due to larger 
imports expected during 1980- 
81. The somewhat slower 
growth expected in case of the 
Union excise duties was due to 
the slow-down in industrial 
activity which spilled over to 

first half of 1980-81. 

Priority for Power 

The Annual Plan for 1980-81 
envisaged an outlay of Rs 
14593* crores* which was 15.8 
per cent higher than the Plan 
outlay for 1979-80. Primacy 
was given to the power sector 
by stepping up its outlay by 
10.7 per cent to Rs 2708 crores 
in 1980-81. The target for addi¬ 
tional generating capacity for 

1980- 81 at 2687 MW was 49 
Xpcr cent higher than the actual 

capacity installed (1799 MW) 
in 1979-80. The increased out¬ 
lay was to accelerate the work 
on four super thermal power 
units. Increased emphasis was 
also laid on rural electrifica¬ 
tion, as indicated by higher 
targets for energising addi¬ 
tional pumpsets and for elec¬ 
trification of villages. Allo¬ 
cations to agriculture and 
other allied activities were rais¬ 
ed by 23.8 |>er cent to Rs 2247 
crores over those made in 1979- 
80. For irrigation and flood 
control, Rs 1380 crores were 
earmarked and the additional 
frrigaiion potential was esti¬ 
mated to increase by 2.5 mil¬ 
lion hectares in 1980-81. To 
overcome infrastructural in¬ 
adequacies, the public sector 
investment in the industrial 
sector was stepped up by 24.0 
per cent to Rs 3162 crores 
and as much as three-fourths 
of this investment was ear¬ 
marked for coal, steel, oil and, 
fertilisers. The Plan outlay for 
the oil sector was raised to 
Rs 780 crores in the current 
year from Rs 575 crores in 

1979- 80 to increase oil pro¬ 
duction from domestic sources. 

* Since revised to Rs 15109 crores. 


In the steel sector, the budget 
provided an investment of 
Rs 493 crores which was to 
be supplemented by the inter¬ 
nal resources of the steel units 
by an additional Rs 310 crores. 
The outlay on transport and 
communications was increased 
by 13 per cent to Rs 2414 
crores. For the social services 
sector, a sharp increase in Plan 
outlay of 36 per cent was pro¬ 
posed for housing and urban 
development, 17 per cent for 
water supply and sanitation 
and 14 per cent for health and 
family welfare. Provision was 
made in the Plan for protected 
drinking water supply arrange¬ 
ments to at least 35,000 more 
villages by the end of the 
year. 

The programmes for rural 
uplift and provision of employ¬ 
ment opporlunitics were given 
high priority. The Food-for- 
Work Programme as conceived 
in 1977 had a major short¬ 
coming in that it did not sup¬ 
plement foodgrains by cash 
grants to States for undertak¬ 
ing productive work, nor was it 
supplemented by adequately 


prepared plans for the creation 
of productive assets. This 
lacuna and the ad hoc nature 
of the programme were sought 
to be lectificd in the new pro¬ 
gramme called the National 
Rural Employment Pro¬ 
gramme. An outlay of Rs 340 
crores for 1980-SI was ear¬ 
marked for the National Rural 
Employment Programme, which 
was to generate 850 to 900 
million man-days of additional 
employment. The Plan also 
provided for several specific 
schemes for alleviating the 
socio-economic conditions of 
the weaker sections of the 
rural population. An alloca¬ 
tion of Rs 100 crores was made 
for special Central assistance 
to States, to be utilised for 
scheduled caste families with a 
view to enabling them to ac¬ 
quire income generating assets 
and relevant skills for im¬ 
proving their standard of liv¬ 
ing. Another Rs 70 crores 
was provided for improving 
the living conditions of the 
tribal people. 

6.9 The combined non-tax 
revenues of the Central and 


the State Governments inctu^ 
ing Union Territories in 

1980-81 budgets at Rs 58 
crores show an increase 
19.4 per cent. The high 
budget estimates of non-ti 
revenue in 1980-81 arc bas 
on the assumption that ti 
contribution of dividends an 
surpluses from non-depart^ 
mental undertakings of 
budgets would be significantly 
better than in 1970-80 

The Central Budget: 1980-81 

The Central Budget fo^ 
1980-81 earmarked Rs 1386 
crores for development outlaui| 
which was 13.6 per cCll^ 
higher than Rs 12208 cror 
in the rc\ised estimates fo 
1979-80. Non-developmc 
expenditures at Rs 985 
crores were 18.7 per ecu 
higher than Rs 8304 crore 
for I979-H0(RE). An import.^ 
aiit factor responsible for this| 
was the increasing interesu 
burden on the budget. Thbl 
Central Budget for 1980-8if 
provided for a deficit of| 
Rs 1445 crores which may 1 


Budgetary Transactions of the Central aud State Governments 


(Rs crores) 



1976-77 

1977-78 

1978-79 

1979 

(B.E.) 

-80 

(R.E.) 

1980-81 m 

(BE.) 1 

I. Total Outlay 

21196 

23127 

27692 

. 30366 

3J520 

15211.H 

^a) Devclcpmental 

13134 

14596 

17994 

19954 

20610 

22S05 Ii 

(b) Non-developmcntal 

8062 

8531 

969K 

10412 

10910 

12706 M 

II. Current Revenues 

15759 

17107 

20054 

21946 

22124 

24589 -f 

(a) Tax Revenue 

12332 

13237 

J5528 

16776 

17222 

18735 Jk 

(i) Direct Taxes 

(ii) Indirect Taxes 

2585 

2680 

2851 

3176 

3053 

3466 

9747 

J05.S7 

12677 

13600 

14169 

15269 Up 

(b) Non-Tax Revenue 

3427 

3870 

4526 

5170 

4902 

5854 

m. Gap (1-n) 

Financed by : 

(i) Domestic capital receipts 

5437 

6020 

7638 

8420 

9396 

10622 M 

3910 

4304 

6294 

5736 

5653 

6932 P 

(ii) Draft on foreign savings 

1393 

700 

713 

1086 

869 

1732 ii 

(iii) Budgetary deficU 

134 

1016 

631 

1698 

2874 

1958 m 

IV. Deficit Financing* 

340 

(-)238 

1602 


3()73t 

'1 


*Deficit tinancing differs conceptually from the budgetary deficit as defined in Budget documents and is a 
moT« appropriate measure of the net impact of budget operations upon domestic demand. The budgetary 
deficit as defined in budget documents covers net sale of treasury bills by the Central Government excluding 
net purchases by the State Governments, net increase in ways and mean# advances to the State Governments 
by the Reserve Bank of India and variations in cash balances of the Cential and State Governments. Deficit 
financing refers to net increase in long and short term borrowings of Iho Centre and State from the RBI plus 
variations in cash balances during the fiscal year. It should be noted that deficit financing has to be worked 
from monetary data which introduces a slight problem because of the fact that the final accounts of the 
Government are closed a bout three weeks after the end of the fiscal year whereas monetary data represent 
the position as on 31 st March. This introduces a discrepancy in the estimate of cash balances held with the 
RBI as rheasured from monetary data and from the closed fiscal accounts. fActuals. 

MARCH 20, 1981 




il 


741 



W' 

, ;v‘donipared with Rs 2845 crores 
; in 1979-80. The lower bud- 
,^tary deficit in 1980-81 was 
.'made possible by a substantial 
additional resource mobilisa¬ 
tion effort amounting to 
fits 471 crores. 

The additional taxation 
/iilirough the Central Budget 
v^l980-8l was modest at 
257.5 crores. The budget 
^‘IjOUght to provide incentives 
|fo raise savings and invest- 
7 ttt®nt. Certain reliefs had to 
jbe given to reduce the incid- 
ttnceof levies made in the 
1979-80 budget. In regard 
'<:io direct taxes, the exemption 
limit for income-tax on per- 
Wnal incomes was raised from 
JRs 10.000 to Rs 12,000. Re- 
Mistic tax rates arc a neces- 
\iary condition for promoting 
better voluntary tax compli¬ 
ance. The rale of surcharge 
■ on all categories of non-cor- 

f wate tax payers was there- 
bre reduced from 20 per cent 
to 10 per cent. This resulted 
in the maximum marginal rate 
of personal income tax declin¬ 
ing to 66 per cent from 72 
iper cent. 

Incentives for Saving 

Incentives for effecting 

te -tc^m savings through 
nsurance, provident fund 
^contributions and other ap- 
jproved forms which had been 
liscalcd down in the 1979-80 
|i)udgct, were rcsiored to their 
.^arlicr levels. The standard 
^deduction in respect of salary 
• ^4ncome which had been denied 
'|jto pensioners till then was 
^ intended to them as well. A 
',|new *tax holiday’ scheme was 
;|instituted for new industrial 
flindertakings, approved hotels 
■ and new ships which would 
■’be acquired or would start 
functioning before the end of 
•^he Sixth Plan period. With 
view to stimulating invest- 
’^nt in new machinery and 
:plant, an additional deprecia- 
tition allowance equal to 50 |^r 
ficent of the normal deprccia- 
ition allowance (excluding ex- 
,;tra shift allowance and the 
■]extra allowance in respect of 
^Imachinery and plant installed 
, lilfn the premises used as hotels) 
, ■ ;jwas allowed in respect of .such 
;f:i^achincry and plant installed 
: the period of the Sixth 

:?i|Plan. The exemption limit for 


Weakb-tax payers was raised 
from Rs 1.0 lakh to Rs l.S 
lakhs. Wealth tax on agricul¬ 
tural property, other than 
plantations, was taken out of 
the purview of the wealth tax. 
As an anti-inflationary measure 
the tax on interest receipts of 
scheduled banks was revived 
and further extended to larger 
All-India financial institutions 
i.e.,IDBI, ICICI, IFCI and 
IRCI. 

Exemption from Excise 

In regard to indirect taxes, 
relief was provided on certain 
articles of common consump- 
ption by exempting them from 
excise duty. These were spe¬ 
cified life saving drugs, con¬ 
trolled cloth, cotton and cot¬ 
ton viscose blend hosiery con¬ 
sisting of items like banians, 
cycle and cycle parts falling 
under tariff item 68. and sew¬ 
ing machines. The duty on 
pressure cooker was reduced 
from 15 per cent to 10 per 
cent. Excise duty on cheaper 
varieties of toilet soaps was 
decreased from 10 per cent to 
5 per cent. Likewise the duty 
on tooth paste was brought 
down from 20 per cent to 10 
per cent. The excise duty on 
cheaper priced TV sets was 
reduced from 15 per cent to 
10 per cent and on higher 
price sets from 30 per cent to 
25 per cent. 

At the same time, existing 
rates of indirect taxes were 
raised in certain respects. This 
involved raising of the special 
excise duty rate of 1 /2()th of 
basic excise duty to 1/lOth of 
such duty on articles which 
were already covered by such 
levy. In respect of commodi¬ 
ties which were exempted from 
this duty earlier, J/20th of 
basic excise duty was levied. 
However, all those items which 
were totally exempt from 
special excise duty like petrol¬ 
eum products, coal and elec¬ 
tricity as well as matches, 
vanaspati and goods falling 
under tariff item 68 were left 
out of the purview of this 
duty. While cigarettes which 
were totally exempt from 
special excise duty were brou¬ 
ght under its net by a levy of 
I/10th of the basic excise duty, 
sugar and processed vegetable 


non-essentiai oils were spared 
from the increased levy. The 
excise duty on synthetic rubber 
was raised from 5 per cent to 
10 per cent. Molasses produced 
by vacuum pan sugar factories 
were subjected to a specific 
duty of Rs 30 per metric tonne 
under a separate item by re¬ 
moving it from tariff item 68. 
This levy was however not made 
applicable to molasses pro¬ 
duced by khandsari sugar 
units. The excise duty on 
soda ash, caustic soda and 
starch were also raised from 
10 per cent to 15 per cent to 
mop up excess profits result¬ 
ing from the high premiums 
commanded by them due to 
shortages. 

Some import duties were 
raised to protect indigenous 
industries like audio frequency 
amplifiers and unexposed 
colour positive cinematograph 
films. The levy on dutiable 
passenger baggage was in¬ 
creased from 120 per cent to 
150 per cent as a revenue mea¬ 
sure, while the baggage in ex¬ 
cess of the permissible limit 
was made subject to a flat rate 
of 320 per cent. 

Small scale manufacturers 
were given certain concessions 
in view of their importance in 
employment generation and 
diffusion of economic power. 
The tax exemption which was 


applicable to 70 excisable com- 
moditirs upto clearance of 
Rs 5 lakhs was extended to 
certain chemicals and paper 
and paper board. It was also 
decided to levy only three- 
fourths of the applicable duty 
to clearances between Rs 5 
lakhs and Rs 15 lakhs. The 
1979-80 budget had reduced 
the quantum of duty-free cle¬ 
arances of small manufactur¬ 
ers of goods under tariff item 
68 from Rs 30 lakhs to Rs 15 
lakhs. This was again restor¬ 
ed to Rs 30 lakhs in the case 
of small manufacturers whose- 
capital investment on plant 
and equipment did not exceed 
Rs 10 lakhs. The import duty 
on machines and instruments 
required to be imported by 
manufacturers in the electro¬ 
nics industry was reduced to 
25 per cent and the duty on 
speed ied raw materials and 
components was reduced to 
45 per cent plus countervailing 
duty in view of its importance 
as an export oriented and 
labour intensive industry while 
excise duty on computers 
manufactured indigenously 
was reduced from 25 per cent 
to 20 per cent and that on 
ships built in Indian shipyards 
was totally abolished. 

A new tax at 15 per cent on 
gross receipts of luxury hotels 
which charge a minimum tariff 


Additional Resource Mobilisation by the Centre during 1980-81 

(Rs crores) 



Centrc*s 

States’ 

Total 


share 

share 


I. 

Taxes 

198.50 

58.98 

257.48 


(a) Direct Taxes 

85.00 

— 

85.00 


(i) lntere.st Tax 

80.00 

— 

80.00 


(ii) Tax on Luxury Hotels 5.00 

— 

5.00 


(b) Indirect Taxes 

113.53 

58.98 

172.48 


(i) Customs Duties 

24.80 

— 

24.80 

11. 

(ii) Union Excise Duties 
Revision In Posts & Telegraphs 
Tariffs and Railway Fares and 

88.70 

58.98 

147.68 


Freights 

217.24 

..... 

217.24 


(i) Posts & Telegraphs 

13.00 


13.00 

m. 

(ii) Railways 

Abolition of Licence Fees on 
Radios and Transistor Sets of 

204.24 


204.24 


upto Two Bands 

(~)4.4 

— 

(-)4.00 , 

IV. 

Total (1+2+3) 

411.74 

58.98 

470.72 
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bf!U i^5^ single 
day was imposed later in the 
iyear. 

The total yield from direct 
, taxes and indirect taxes levied 
in the budget for 1980-81 were 
estimated at Rs 85 crores 
(after allowing for concessions 
on interest tax announced 
later) and Rs 172.S crores res* 
resp^tively. 

Railways and Posts and 
Telegraphs also raised their 
fares, freights aud tariffs dur¬ 
ing 1980-81 to cover their in¬ 
creasing working expenses 
y Resulting from dearness allow- 
' ance and bonus payments and 
to provide for their capital ex¬ 
penditures. These amounted 
to Rs 204 crores by the Rail¬ 
ways and Rs 13 crores by the 
Posts and Telegraphs Depart¬ 
ment. Thereiore, the total 
additional resource mobilisa¬ 
tion in the Central Budget and 
by the Railways and Posts and 
Telegraphs aggregated R$471 
crores in 1980-81. 

Financing Plan 

^ With a view to augmenting 
resources to finance the Plan, 
the Central Government has 
directed the LIC, GIC and 
the UTl to lodge a certain 
portion of their investible re¬ 
sources with the Government. 
A credit for Rs 100 crores has 
been taken for 1980-81 on this 
account. The Government 
has also allowed selected pub¬ 
lic sector undertakings to raise 
public deposits. 

The analysis of Central 
budget for 1980-81 according 
to the economic and function- 
al classification revealed that 
^ tbt Central Government pro- 
vi^d larger funds for invest¬ 
ment in the economy. The 
total funds provided for in¬ 
vestment in ths Central budget 
aggregate Rs 8445 crores in 
1980-81 and are 14.8 per cent 
hi^er than those provided in 
the revised estimates for 
1^9-80. The corresponding 
increases during 1976-77, 1977- 
78. 1978-79 and 1979-80 were 
7.0 per cent, 13.9 per cent 21.6 
per cent and 6.4 per cent res¬ 
pectively. Of the total for 
> 1980-81, Rs 1894 crores were 
to be ineurred direcly on capit¬ 
al formation by the Central 
Government and the balance 


of Rs 6551 crores was to be 
provided to the State Oovern- 
ments, autonomous public 
sector enterprises and other 
sectors of the economy for 
creation of capital assets. 

In 1979-80 there was a 
serious erosion in the current 
savings of the Central Govern¬ 
ment as compared with 
1978-79, Current savings of the 
Central Government declined 
to Rs 27 crores in 1979-80 
fromRs 1175 crores in 1978- 
79. In 1980-81 budget esti¬ 
mates, current savings arc 
placed higher at Rs 200 crores. 
yet they are much lower than 
those in many previous years. 
As a consequence, the reliance 
on domestic and external 
borrowings increased subs¬ 
tantially during 1980-81 to 
finance investment outlays. The 
amount of domestic borrow¬ 
ings in 1980-81 for capital 
formation was estimated at Rs 
5068 crores which was 60 
per cent of the estimated capi¬ 
tal formation. About 21 per 
cent of the capital formation 
was to be financed a draft 
on foreign savings estimated at 


Rs 1732 crores. Budgetary 
deficit amounting to^Rs 1445 
crores would finance the re¬ 
maining 17 per cent of the 
outlay on capital formation. 

The budget 1980-81 also 
attempted to reduce subsidies. 
The budget estimate of sub¬ 
sidies for 1980-81 were R$ 
1655 crores which were Rs 
203 crores lower than the re¬ 
vised estimates for 1979-80. 
This was achieved by the re¬ 
duction in the subsidies on 
fertilizers, by raising their 
prices on June 8, 1980. 

In December 1980 supple¬ 
mentary demands for grants 
amounting to Rs 1171 crores 
(gross) were submitted to the 
Parliament. A major part of 
this increase, amounting to Rs 
575 crores, was accounted for 
by increase in Plan expendi¬ 
ture. A review of the State 
Plans by the Planning Com¬ 
mission necessitated an increase 
ofRs 310 crores in Central 
assistance to the State Govern¬ 
ments to supplement their Plan 
outlays. Mainly because of 
the erosion in their internal 
resources, public sector under¬ 



takings had also to be « 

Rs 231 crores to augment 
Plan outlays. In the case 

non-PIan outlays the __ 

items for which supplement 
demands for grants 
were: purchase of import;e| 
fertilizers (Rs 50 cror 
subsidy on controlled do 
(Rs 28 crores), additiox^^ 
cash compensatory sup^kni 
for export promotion 
IS crores) and the incres 
working expenses of Posts u.. 
Telegraphs Department due | 
the grant of additional dear 
allowance and reliefs to pc 
ners (Rs 40 crores). The su„ 
mentary demands for giant$^ 
show that against the 
mentioned additional ex 
ture, Rs 345 crores will 
to the exchequer. As a l, 
the net outgo will be Rs 
crores. ’ 

There are indications tk 
tax receipts in 1980-81 may 1 
better than envisaged in 
budget estimates. Public 
rowings may also be la 
and capital receipts will 
augmented by the proceeds^ 
the Special Bearer Bonds m 


Capital Formation by the Central Government and its Financing 


(Rs cro 




1976-77 

1977-78 

1978-79 

1979-80 

(R.E.) 

I. 

Gross Capital Formatioa out of Budgetary 
Resources of the Central Government 

4991 

5686 

6913 

7358 


As per cent of Gross Domestic Product at 
Current Prices: 

(7.0) 

6.9 

(13.9) 

7.0 

(21.6) 

7.9 

(6.4) 

7,6 


(i) Gross capital formation by the Central 
Government 

1112 

1107 

1301 

1551 


(ii) Financial assistance for capital for¬ 
mation to the rest of the economy 

3879 

4579 

5612 

5807 

11. 

Gross Savings by the Central Government 

885 

1051 

1175 

27 


As per cent of Gross Domestic Savings at 
current prices 

5.0 

5.4 

5.0 

0.1 

lU. 

Gap (1--11) 

4106 

4635 

5738 

7331 

VI. 

Financed by 

Draft on other Sectors ofthe Domestic Economy 2712 

3935 

5025 

6462 


(j; Domestic capital receipts 

2583 

3003 

4074 

3762 


(ii) Budgetary Deficit 

130 

932 

951 

2700 

V. 

Draft ouForeiipi Savings 

1393 

700 

713 

869 






After taking into account the post-budget concessions. 

Notes: (i) Gross capital formation in this table includes loans ^iven for capital formation 

gross basis. Consequently domestic capital receipts include loan repayments to fiy 
Central Government. ;V 

(ii) Figures in brackets are percentage increase over the preceding year. i 
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^jRoated. Butin view of 
ifgcr budgetary support 
titral and State Plans and 
additional unavoidable 
^ iditure during the year 
ll^udgetary deficit in 19H0- 
|inay be higher than that 
lated in the budget. 

t vote on account budget 
Railways presented in 
1980 had outlined the 
Clue deterioration in rail- 
fin'inccs caused by 
nting working expenses 
the decline in revenue 
ng freight traffic. Thcrc- 
, some increases in freights 
i fares to cover the yawning 
^ Bit were inevitable. Ac- 
Idingly, the railway budget 
^ nted to the Parliament 
l^une 1980, propi^scd an in- 
' |Bc of passenger fares by 
I 20 per cent depending on 
) various classes of pssscii- 
traffic. In respect of 
Jit a flat surcharge of 15 
? cent on all freight traffic 
imposed. However, cer- 
t exemptions were allowed, 
ential commodities having 
Hfcct impact on daily life of 
). Common man were cxempt- 
p.irom the additional charge, 
regard to passenger fares 
I concession was given to 
iinary second class passen- 


Five-Year Profile of Public Enterprises 


Unit 


1975-76 

1976-77 1977-78 

1978-79 1979-80 

1. Number of running public enterprises 

Numbers 

121 

149 

155 

159 

169 

2. Capital employed 

Rs crores 

8824 

10887 

12130 

13969 

16354 

3. Turnover 

Rs crores 

11688 

14911 

18028 

19061 

23124 

4. Gross profit before interest and tax 

Rs crores 

668 

1028 

915 

1071 

1264 

5. Net profit before tax 

Rs crores 

306 

421 

160 

185 

227 

6. Net profit after tax 

Rs crores 

129 

184 

-91 

-40 

-74 

7. Internal resources generated 

Rs crores 

526 

719 

708 

906 

1034 

8. Return on capital employed 

per cent 

7.6 

9.4 

7.5 

7.7 

7.6 

9. Return on paid-up capital 

per cent 

2.9 

3.5 

— 

— 

— 

10. Employment 

lakhs 

15.05 

15.75 

16.38 

17.03 

17.55 


gers by exempting them from 
the enhancement of fare upto 
a distance of 100 kilometers 
as against 50 kilometers pro¬ 
posed in the budget. The 
proposals were to yield an 
additional revenue of Rs 204 
crorcs. 

The budget anticipated an 
increase in the revenue cam- 
freight trafllc from 194 mil¬ 
lion tonnes in 1979-80 to 214.5 
million tonnes in 1980-81. A 
large part of railways rolling 
stock and other fixed assets 
needed urgent renewal and 
replacement. Keeping this in 
view the provision for depre¬ 
ciation was enhanced to Rs 
220 crorcs in the 1980-81 



budget. Though still inade¬ 
quate in relation to the needs 
of renewals and replacements, 
the larger provision was a 
recognition of the problem and 
thus constituted an important 
aspect of the railway budget 
1980-81. RaiIway are a crucial 
part of the infrastructure in our 
economy and any deficiency 
in their maintenance results in 
serious dislocation of the pro¬ 
duction and the distribution 
activities in the economy. 

The financial position of the 
Posts and Telegraphs is much 
better than that of the rail¬ 
ways, though of laic, the in¬ 
creased working expenses due 
to the payment of dearness 
allowance and productivity 
Jinked bonus have started 
making inroads into their 
surpluses. 

In an effort to recoup some 
of the additional expendi¬ 
tures, a modest effort was 
made to mobilise additional 
resources amounting to Rs 13 
crorcs through an upward 
revision of certain postal 
tariffs. As a consequence, the 
surplus of the Posts and Tele¬ 
graphs Department in 1980-81, 
estimated at Rs 184.6 crores 
remained at about the same 
level (Rs 183.4 crores) as in 
the revised estimates for 1979- 
80. Incidentally, it may be 
pointed out that on the postal 
side fosses estimated at Rs 
3.5 crores in 1980-81 were 
incurred as against small sur¬ 
pluses of Rs 2.3 crores and 
Rs 5.8 crores in 191H-7J and 
1979-80 (RE) respectively. The 
surplus for 1980-81 referred to 
above was, therefore, entirely 
on account of the telecom¬ 


munications side of the De- ' 
partment. 

In 1979-80, the overall per¬ 
formance of Central Govern¬ 
ment's autonomous under¬ 
takings, judged by their 
profitability, showed a dete¬ 
rioration. The small improve¬ 
ment shown by them in 
1978-79 when their losses were 
reduced to Rs 40 crores 
compared with Rs 91 crores in 

1977- 78 has not been main¬ 
tained. On the contrary, their 
kisses have increased to Rs 74 
crorcs in 1979-80. However, ^ 
their performance in terms of ^ 
net profit before tax show an 
improvement from Rs 185 
crores in 1978-79 to Rs 227 
crores in 1979-80. While the 
profits of profit making units 
have shown an increase from 
Rs 686 crores in 1978-79 to 
Rs 762 crores in 1979-80, the 
losses of loss making units 
have widened from Rs 501 
crores in 1978-79 to Rs 535 
crorcs in 1979-80. 

The loss incurred by Coal 
India Ltd and its subsidiaries 
was the main contributory 
factor in the deterioration of ,, 
the profitability of public en¬ 
terprises in 1978-79. However, 
with the upward revision in 
coal prices towards the middle 
of 1979-80, they were able to 
reduce their loss to Rs 115 
crores in that year as against 
a loss of Rs 212 crores in 

1978- 79. In contrast, a con¬ 
trary trend is noticed in regard 
to steel units and fertilizer 
factories; the former showing a 
loss of Rs 4.4 crores in 1979-80 
as against a profit of Rs 38.7 
crores in 1978-79 and the latter 
increasing their losses from Rs ^ 
27.0 crores to Rs 82.8 crores 
in the corresponding years. 

MARCH 20^ 1981 




Projects by 
PROMMASHEXPORT 

a tribute to Indo-Soviet cooperation 

V/O "Prommashexport has played a vital role in the development 
of heavy engineering projects in India, to form the core of the 
Public Sector Industry, like Heavy Electricals Plant in Hardwar (U P ) 

Heavy Machine Building Plant in Ranchi (Bihar). Mining and Allied 
Equipment Plant in Durgapur (West Bengal) and the Instrumentation 
Plant in Kota (Rajasthan). One megawatt Radio Station near Calcutta 
has been built with V/O Prommashexport assistance and 
troposphere link between India and U.S.S.R. is under construction. 

V/O "Prommashexport" through its machines, equipment and 
know-how has been extending a great and fruitful helping hand to 
India's industrial development - a befitting testimony to Indo Soviet 
cooperation in the process of progress. 







V /O "Prommashexport" has so far 
:^partTcipat^ii:^about 500 projects in 30 

world These include 

plants. 

-’working plants. 

» f gr"ma0ilr^^ ahd 

\\lEli|^^>pht 9 Cor^po^ri^e^^ and Unjts. 

• Stations of space and^troposphbre 

^^coiqrtmumcation. > ‘ / 

• In^l^^unsfi^nt, watch & cipc k making plants 

• Film ^tu'dio’ST-movie^Hra^es, Radio and T V 
stations & other"cbmmunication facilities. 

• Fishery Projects, inclu^diT^-tr^gwJ^^^stems 


P tease address a ft enquiries to 

Prommasliexport 

18/1, Ovchinnikovskaya ISIab., 

113324, Moscow, USSR 

Telephone No. 2955114 Telex No. 7532 

Cable; 

MOSCOW PROMMASHEXPORT 

or to 

Office of the Counsellor 
for Economic Affairs 
USSR Embassy, NEW DELHI 
Telephone No. 697004, 697007 
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Receipts rad Repaymrais oo External Loans 


(In lakhs of rupees) 


Details of loans 


Amount of 

loans Revised 
authorised 1980-81 
less cancel¬ 
lations 


Receipts (Drawls 


Estimated Budget 
balance 1981-82 
as on 
31-3-81 


Repayments 
of Principal 

Revised Budget 
1980-81 1981-82 


AUSTRIA 


Loans fully drawn upto 31-3-78 
Loans not fully drawn: 

1. 3rd Austrian Credit Ut. 5-4-1965 

2. 4th Austrian Credit dt. 12-11-65 

3. 5th Austrian ( rcdil dt. 5-12-66 

4. 6ih Austrian Credit dt. 15-12-67 

5. Food Aid dated 15-12-6/ 

6. Financial Aid dated 22-12-72 

7. General Purpose Credit dt. 6-3-75 

8. Agreement dated 1-2-80 

9. Capital Goods Credit dt. 18-7-80 
Exchange variation 

Tin At 


15,33 

1,90 

1,90 

3,52 

1,92 

75 

37 

59 

.3,85 

84 

30,97 


I 

1,32 


1,23 

2,56 


1 

I 

2. .53 
84 

3,43 


2,53 

80 

3,04 

6,37 


ABU DHABI FIWD FOR ARAB KCONOMIC DEVKUOPMENT 

Loam not fully drawn: 

Agreement dated 6-7-76 for Garhwal-Rishikesh-f'hilia Hydro-cicctiic Project 12,92 

Exchange Variation 
Total 


Loan.*^ fully drawn upto 3I-3~78 
Exchange variation 
lOTAl. 


Loans fully drawn upto 31-3-78 
Loam not fully drawn: 

1. 7fh Belgian Credit dt. 13-10-72 

2. 8th Belgian (Vcdildt. 19-10-73 

3. lOth Belgian Credit dt. 30-10-75 

4. 11 th Belgian ('redit dt. 3-11 -76 

5. 12th Belgian Credit for BF 375 di. 31-12-77 

6. 13th Belgian Credit for BF 350 M dt. 12-12-78 

7. 14th Belgian C redit for BF 350 M dt. 20-9-79 

8. 15th Belgian (’redit for BF 350 M (Agreement to be signed) 
Fxchange variation 

Total 


BAHRAIN 


BEI.G1UM 


12,92 

7,86 

7,86 

16,65 

.3,37 

3,75 

4,88 

5,62 


1,73 

23 

1.96 


19 


15 
37 

16 


91 

1.80 


53 


29 


16 


58 

1.22 


86 

17 

1.03 


68 


.5,63 

5,25 

5,25 

5,25 

5.5,65 

51 

1,80 

69 

2,11 

5,11 

73 

35 

4,65 

4,56 

I0.5() 

45 

45 

60 

l,()4 

2,54 

38 

91 

: : : : 

2,85,03 




8,37 

9,39 

4,85 


4 


12 

12 

8,14 


8 



10,41 






l,.39 

i4 



*3 

j 

7,63 

1 

29 


19 

J9 

1.3,72 


.30 



28,34 

14 

61 

38 

71 

71 

7,52 





8 

2. .50 


1,05 



2 

5,20 

3 

36 




22.20 

I 

30 




6,94 

10,41 

I7..34 

20,81 

3,47* 

17,90 

2 

2,91 

3,47 

2.9i 

3,47 



10,21 

.50 

9,91 

2,77 



4,66,31 

(- )56 


(—)28 

(—)25 

(--)32 

18,17 

19,34 

9,25 

9.17 

10,22 

86,10 




3,91 

3,70 

80,00 

2,00 

68,52 

4,00 

34 

49 

1,66.80 

2,00 

68;52 

4,00 

4,25 

4.19 


CANADA 


Loans fully drawn upto 31-3-78 
Loans not fully drawn: 

1. Diesel l.oeos & arts for Railways dt. 28-12-66 

2. Non-Project Loan dl. 21-2-67 

3. 0,N,G,(’, dl. 7-4-I97II 

4. Creological Survey of India dt: 28-7-68 

5. Idukki Power Projeci dt. 27-10-67 

6. Non-Projeci Dev. Loan dt. 8-2-68 

7. P&T Loan dt. 30-9-69 as Supplemented on 22-8-1977 

8. Non-ProJcci Dev. I oan dt. 16-7-71 & 31-3-73 

9. Bulk Handling laeilities for Kandla 'Haldia Port dl. 12-8-1971 

10. Synthetic Rubber Project dl 16-3-1973 

11. Fertilizer l.oan dt. 6-10-77 

12. Fertih'/cr Loan dt. 22-2-78 

13. A.R.D.CMI Credit dt 1.1-2-79 

14. A.R.D.C. Ill C redit I5-.3-80 

15. A.R.D.C. (Agreement to be signed) 

10. Idiikkj (Stage II) (Agreement to be signed) 

17. O.N.CJ.C'. Oedit dt. 24-6-80 
Exchange Variation: 

Total 

^Provisional 


CZECHOSLOVAKIA 


Loans fully drawn upto 31-3-78 
Loans not fully drawn *— 

3rd Credit dt. 5-12-73 
Total 


'-'Gptud 


RN BCXMOmST 


746 














747 
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40. DM44 M. dt. 24-6-80 for C apital Goods 

41. DM JOO M dt. 17-12-80 for \ROC III Programme 

^ 42. DM. 176 M for Ncyvcii Lignite ( orpn. (Agreement to be signed) 

/ 43. DM 50 M for Oceanographic Survey Vessel (Agreement to be signed) 

44. DM 2.3 M for M.P atei Supply Scheme (Agreement to be signed) 
li 45. DM15MforRIILL 'lrichvHeavy Prcss( Agreement to be signed) 

46. DM 20 M for Programme Oriented Commodity Aid (Agreement to be signed) 
i; Exchange Variation 

1 ToTAt 


HUNGARY 

Uoaiis not fully-drawn: 

1 st Credit dt, 15-6-66 

IRAQ 

Loans fuly drawn iipto .11-.1-78 
Loan not fully drawn 
Agreement ilated 28-8-80 
L.xchangc Variation : 

Totai 


ITALY 

I oans fully drawn iipio .11-3-78 
Exchange Vartaioin 
To'i Al 


JAPAN 

Loans fullv drawn upto .ll-l-l')78 

1. Twelfth YenCr. Proj. dt 2-2-7.1 

2. Bhutinda E'ertili/cr Pr oject dated 2-8-1974 
.1. Panipat I'crtili/cr Project dated 10-4-1975 

4. Adhoc (Y. for Bhatinda/Panipat Fcriili7er Project dt. 12-9-75 


2 

3 

4 

5 

6 

7 

9,02 

1.02 

8,00 

3,07 


.. 

20,49 

-2,29 

8.20 

2,66 



.16,06 

3,28 

32,78 

0,49 



10,25 


10,25 

4,10 



4,71 


4,71 

61 



3,07 


3,07 

1,02 



4,10 


4.10 

4,10 



65,04 


50,19 

37,57 

34, is 

11,90,58 

127,83 

1.05,^8 

1,00,81 

72,61 

68,60 

12,80 


53 


1,45 

1,13 

1,39,47 

65 



22,57 

27.8? 

78,12 






‘5 



2,V4 

1.86 

2,17,59 

70 



24,71 

29,75 

.19,71 




4,17 

4.37 




( -)l.05 

( )l,09 

39,7V 

- - 


— 

3,32 

.1,23 

5,21,78 

5.57 




25,48 

1,44 

20,99 

1,50 

22.89 





1,27 

22,91 






22,70 

28 
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What is behind 

Parry Genlite dependabilityT 


Over 40 years of experience! 

For a steady source of power only 
Parry Genlite has proven dependability, 
backed by 40 years of experience. 

This is why Parry Genlite is specially 
chosen by national projects, defence 
establishments, atomic energy plants, 
railways and plantations. Growing 
customer preference is proof enough 
that Parry Genlite is the best. 

■ Alternator is by Kirloskar Electric 
(Parry are their sole selling agents) 

■ Self-contained unit;minimum installation cost. 

■ Automatic, remote or manual control. 

■ Range-1 KVA to 500 KVA. 

Call a Parry Engineer to assess your requiroments. 

Get a Parry Genlite to suit your specific needs. 

Branches 



Parry Er Co. Ltd. 

Post Box No. 12. Madras 600001 



Post Box No. 506. 
Post Box No. 208, 
Post Box No. 172, 


Bombay 400001 
Calcutta 700016 
New Delhi 110001 


lASnRN EOONOMiSr 

\ 
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5. Telecommunications Project Agreement dt. 25-4-77 (IDP I) 

6 . I.D.C. 2 dt. 3-3-77 (Commondity I.oan- “lI) 

7. I.D.C. 2 Agreement dt. 19-8-77 for Commodity Loan III 

8 . Nagarjuna Sagar Reversible Turbine Project dt. 13-6-78 l.D.P. 2 

9. Jaylcwadi (Paithan) Hydro-EIcetric Proj. (10-8-78 lDP-3 dt. IDP-.l) 

10. rDC-4dt 6-10-78 

11. Surat Fertilizer (Hazira) Project Agreement to be signed 

12. Bombay High Eir.horc Oil Field Exploration Proj. dated 4-3-801 (IDP-4) 

13. Telecom. Proj^ct-II dt. 14-1-80 & 8-5-80 (IDP-5) 

14. Bombay Offshore Oil Feld Dev. Proj II dt. 7-6-80 (IDP-6) 

Exchange Variation: 

Totai. 

KUWAIT 

Loans fully drawn upto 31-3-78 

KUWAIT FUND FOR ARAB ECONOMIC DEVELOPMENT 

Loans fully drawn upto 31-3-78 
Loans not fully drawn:- 

1. Agreement dl, 27-1-76 for KD 15 Mil. for Kalinadi Hydro-EIcctric Project 

2. Agreement dated 4-7-78 for Kopili Hydro-Electric Project 
Fxchatige Variation 

Total 



3 

■ 4 

5 

6 


-- 

-- 

— 

-- 

- - — —- 

— —. — , 

18,75 

5,60 

2,51 

2.51 



20,83 





: 

41,62 






17,50 

1,08 

2,6() 

1,49 



2,71 

1,76 

71 




12,50 

1,16 





10.42* 


10,42 

1,25 



12,92 

7,68 





5,62 

2,01 

3,6 i 

3.6 i 



17,92 

17,08 

84 

84 




31,74 


8,95 

21,01 

21,85 

7,56.64 

68,^9 

2(),()9 

18,68 

47,93 

45,61 

- 

34.19 







Loans fully drawn upto 31->78 
Loans not fully d twn: 

1. lieneral Purpose Credit (D.G. 130 Mil.) dated 1.^-7-1976 

2. General Purpose Credit (D.Ci. 120 Mil.) dated 20-5-77 

3. General Purpose Credit (D.G. 54 Mil.) dated 20-5-77 


NETHERI.ANDS 


144,33 

26,94 

24,86 

1M9 

16,99 


31,50 




1.57' 

19,74 

6,30 

13,44 

8.40 

t 


2.50 


3,45 


51,24 

8,80 

LV4 

11,85 



3,95 


5. XXVII DliidT General Pufpiise Ciedit dated 26-4-78 (D.G. 125 Mil.) 

6 . XXVllI Dutch General Purpose Credit dt. 14-11-79 (D.G. 164 Mil.) 

■"7. Dutch Genual Purpose Credit dated 25-8-80 (D.G. 175 Mil.) 

8 . New Agreement to be signed 

Exchange Variation 

Totai 

25,90 

33,98 

36,20 

1,27* 

3,2L72 

14,48 

28,00 

3(7.04 

36,04 

78,52 

5,98 

.36,26 

1,27 

43,51 

5.9S 

36,26 

1,27 

.35.24 

^■8,75 

3.28 

7,23 

NEW ZEALAND 

Loans fully drawn upto 31-3-78 

33 





O.P.E.(\ SPECTAI. FUND 

Loans fully drawn upto 31-3-78 

16,35 

.. 

,. 



Loans not fallv drawn: 

!. Agreement dt. 16-12-77 for Bombay High Offshore Project 

10.50 





2. Loan for Korba Thermal Power Plant dt. 18-5-79 

15,00 

3,(30 

I2,(H> 

4,50 


3. Loan Agreement dt. 24-10-80 Ramagundam Thermal Power Project 

I5,(K> 


15,00 

3,75 


Exchange Variation: 


19 


55 


Total 

,56,85 

3,19 

27,00 

8,80 


POLAND 

Loans fully drawh upto 31-3-78 

9,29 




75 

fMons not fullv drawn: 

1. 1st (Tcdil dl. 7-5-60 

2.3,15 


1.24 



2. 2nd Credit dt. 16-11-6? 

5,72 

2 

30 


43 

Total 

.38,16 

2 

1,-54 


1,18 


'V 

4.71 


3 , 82 ^ 


Loans fully drawn upto 31-3-78 
Exchange Variation 
Total 


QATAR 


12,88 


12,88 

SAUDI FLIND FOR DEVELOPMENT 

Loans not fully drawn :— 

Agreement dared 2-6-77 for Saudi Riyals 353 million for Srisadani Nagarjuna Sagar 

Project 58,95 

Exchange Variation: 

Totai. _ 58.95 


16,70 

7,07 

23,77 


10,94 
10 94 


7,85 

3,48 

11,33 


SWITZFRI.AND 


Loans fully drawn upto 31-3-78 
Loan not fully drawn: 

1 . Swiss Credit III dt. 9-10-73 for Capital Goods 
Exchange Variation 
Total 

Loans fully drawn upto 31-3-78 
Loans not fully drawn 
Capital Investment Loans 1974 dt. 27-2-74 
Exchange Variation 
Total 


Loans fully drawn upto 31-3-78 
Loans not fully drawn 

SPECIAL BUDGET NUMBER 


U.S.A. 


749 


UNITED KINGDOM 


16,82 

7,14 

23,96 

18 

27 

45 

25 

25 

24 

36 

60 

83 

1,26 

2.09 

1168.92 




51,32 

24,56 

1,42 





9 



2,24 

_ 

1,51 



53,56 


40,43,78 


69,76 

-Conti 
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ANDHRA PRADESH 

Silver Jubilee Celebrations— 
Progress in Power Sector 
in 25 Years 


POWER GENERATION 

Twenty three fold increase 

POWER LINES 

Twenty two fold increase 

CONSUMERS 

Fourteen fold increase 

PUMPSETS 

Hundred fold increase 

INDUSTRIAL SERVICES 

Twenty six fold increase 

ELECTRIFIED VILLAGES 

Twenty eight fold increase 

PER CAPITA CONSUMPTION 

Thirteen fold increase 

HARIJANS A GIRUANS 


Index of development 
from 100 MW to 2300 MW 

arteries for current flow 
from 9120 KM to 194000 KM 

whom electricity serves 
from 1.5 lakhs to 21 lakhs 

for food production 
from 4300 to 4 lakhs 

for increased employment 
from 2000 to 52000 

contribution to rural development 
from 630 to 17200 

an index of prosperity 
from 7 units to 94 units 

on the path of progress’ Harijanwadas 
in over 90% of the electrified villages 
and 760 tribal villages electrified, 

8000 weaker section houses given 
one light in each house. 


Andhra Pradesh State Electricity Board 
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, -;- - . 

2 

3 ' 

4 

5 

6 


t^Aib 







1, 386-U-223 26-8-78 (Gujarat Medium Irrigation) 

22.50 

5.62 

15,40 

8,63 

,, 


2. 386*»U-224 dt. 26-8-78 as amended on 30 6 79(Malaria Control) 

28,50 

13,47 

3,00 

3,00 


• I 

3. 386-T-225 dt. 30-6-79 (Rural EJctrincation Project) 

43,50 

2,25 

41,25 

22,50 



4. 386-T-226 dt. 28-9-79 and 27-5-80 (Fertilizer J^omotion) 

49,50 

49,50 





5. 386-T-227 dt. 30-6-80 (Agricultural Development Ci-cdii) 

I5,(K) 

15,(K) 



.. 

■1 

6. 386-T-228 dt. 30-6-80 (Rajasthan Medium Irrigation) 

11,25 

75 

10,.56 

4,46 

,. 

•'4 

7. 3S6-T-226 B dt. 15-12-80 (I’ertiIi/cr Promotion) 

26,25 


26,25 

26,25 


• »f 

8. 386-T-227 A dr. 15-12 80 (Agricultural Development C rcdit) 

26.70 


26,70 

26,70 

,. 


9. 386-T-228 dr. 15-l2-80(Raiasthan Medium Irrigation) 

15,(K) 


15,00 



« 

USAIDS.R.P.'^ 







1. 386-H-059dt. 28-6-62 

l,.37 




7 


2. 386-H^62 dt. 28-6-62 

8,17 

.36 



42 

43!; 

3. 386-H-063 dt. 28-6-62 

8,44 

79 



44 


4. 386-H-066 dt. 8-II-62 

7,42 


3,27 

57 

38 


5 386-H-1J8 dt. 3-5-65 

10,49 


10,33 

72 

43 

44: 

6. 386-H-n9 dt. 3-5-65 

1,32 


1,18 

16 

6 


7. 386-H-2()l dt. 18-6-71 

14,76 

1,28 

9,30 

1,39 



PL 480 ( CCC) 







1, Agreement dt. 27-1-78 

19,80 






2. Exchange Variation 


5,93 


6,29 

4,18 


Totai. 

4353.75 

94,95 

162,18 

100,67 

75,74 


USSR 







wns fully drawn upto 3I-3-7S 

372,87 




12,57 


tans not fullv drawn 







1. 112.5 .R.C. dt. 9-11-57 

59,53 


20,73 


15 


2. 18 Mil. R.C. dated 29-.S-59 

9,52 


2 


Ncg. 


3. 225 Mil. R.C. dt. 28-9-59 

11,91 


32 


1 


4. 337.5 Mil. R.C. dl. 12-9-59 

178,58 


20,18 


3,93 


5. 112.5 Mil. R.C. dl. 21-2-1961 

59,5.3 


9,03 


.3.14 

2.!^ 

6. 300 Mil. R.C. dt. 10-12-66 

250,00 

40,66 

78,38 

32.44 

7,01 


7. 250 Mil. R.C'. dl. 27-4-77 

208,32 

5,00 

2,03,32 

19,56 


2^ 

8. 520 Mil. R.C'. dt. 10-12-80 

433,32 


4..3.3,32 

10.00 


•-'ft 

Total 

1.5,8.3,58 

45,66 

765,30 

62,00 

26,98 


UNITED ARAB EMIRATES 







Loans fully drawn upto 31-3-78 

52, .50 

52,50 





Exchange Variation: 


8,94 




* 

TorAi. 

52,50 

., 





YUGOSLAVIA 







Loans fully drawn upto 31-7-78 

18,18 

i l«J8 



1 

• *!' 

I.B.K.D. 







Loans fully drawn uplo 31-3-78 

2,89,10 




20,68 

5,ti 

Loans hOt fully drown) 







1. Chambal Command Area Development Project dl. 19-6-74 (101 l-IN) 

39,(K) 

6,75 

9,75 

7,50 



2. Andhra Pradesh Irrigation & Command Area Dev. Project dt. 10-6-76 (1251-IN) 

1,08,75 

15,00 

64,15 

15,75 



3. Second I.D.B.I. Project dt. 10-6-76 (1260-lN) 

30,(H) 

6,75 

11,04 

11,04 

90 

>.5| 

4. National Seeds Project dt. 10-6-76 (127.3-IN) 

18,75 

1,13 

16,87 

3,75 


0, 

5. Sixth Telecommunications Project dt. 22-7-76 (I313-TN) 

60,()0 

3,(K) 

14,57 

[14,57 

1.27 


6. Gujarat Fisheries dt, 22-4-77 (1.394-IN) 

10,50 

.3,(K) 

7,50 

3,75 

., 

‘4 

7. Bombay High OlT^horc dl. .30-6-77 (1473-IN) 

1,12,50 

41,13 



3,31 

6.6Z! 

8. IDBI Joim/Public Sector dt. I-.3-78 (151 l-IN) 

18,75 

4,50 

I4.(i4 

6,7.5 



9. Seventh 1‘eicconimunications Project 19-6-78 (1592-IN) 

90,(K) 

7,18 

.37,67 

15,00 


2.6t 

10. Ramagundam Thermal Project dl. 2-2-79 (I64S-IN) 

.37,.50 


.37,50 




11. Farakka Thermal Power dl. 11-7-80 (1887-1 N> 

18,75 


18,75 




12. Kandi Watershed & Area Development dt. 12-9-80 (1897-IN) 

22, .50 

7.5 

21,75 

2,25 


. a'!* 

13. Second Bombay-High Olfshorc Project dt. 11-I2-80 (192.5-lN) 

3,00.00 

7,50 

2,92..50 

37,50 


• »■* ' 

Exchange Variation: 


5,58 


7,86 

9,46 

1,35 

Totai- 

11,56,16 

1,02,27 

5.46,09 

1,25,72 

35,62 

_^4 


INl’ERNATIONAL DEVELOPMENT 

Loans fully drawn upto 3I-3-7K 
Loam not fully drawn: 

1. Wheat Storage Project dt. 23-K-71 (267-lN) 

2. Bihar Agricultural Market dt. 29-3-72 (294-IN) 

3 . Population Project dr, 14-6-72 (312-IN) 

4. Education Project dt. 10-11-72 (.342-IN) 

5. Industrial Dev. Bank of India Project dt. 9-2-73 (3.^6-IN) 

6 . Ill PowerTransmission dt. 9-5-73 (379-IN) 

7. Mysore Agr. Wholesale Market Project dt 0-5-7.3(378-IN) 

8. Bombay Water Supply & Sewerage Project dt. 8-6-73 (39(MNj 

9. 5th Telecommunications Project dt. 25-6-73 (IN-403) 

10. Calcutta Urban Dev. Project dt, 12-9-73 t427-lN) 

11. Bihar Agricultural Dev. Cr. Project, dt. 20-11-73 (446-IN) 

12. Himachal Pradesh Apple Processing & Marketing Proj. Jt. 22-1-74 (456-IN) 

13. Trombay IV Fert. Expansion & Plant Operation Project dt. 19-3-74 (481-IN) 

14. Karnataka Dairy Dev. Project dt. 19-6-74 (482-IN) 

15. Rajasthan Canal Command Area Dev. Project dr. 31-3-74 (.TO-IN) 

16. Sindri Fertilizer Project dt. 18-12-74 (520-IN) 

17. Rajasthan Dairy Dev. Project dt. 18-12-74 (521-IN) 

18. M.P. Dairy Dev. Project dt. 18-12-74 (522-TN) 

19. Drought Prone Area Project dt. 24-1-75 (52C)-iN) 

20. Godavari Barrage Project dt. 7-3-75 (532-IN) 

21. West Bengal Agr. Dev. Proj. dt. 28-4-75 (541-IN) 


ASSOCIATION 


17,95,27 




3,75 




10,50 




1.5,90 

25 



9,(H) 

75 

3,2.3 

l,.50 

12,42 




6.3.75 




6,(K) 

1,87 

52 

52 

41,25 

4,13 

44 

44 

6(),(M) 




26.25 

24.00 




9,75 

•' i,ii 

4,60 

3,38 

37, .50 

15 



22,50 

1,87 

13,55 

.5,25 

62,25 

.3,75 

21,93 

. 7.50 

68,25 

19 



20,77 

2,25 

9,4.5 

3,7.5 

12,30 

1.12 

3,59 

3,00 

26,25 

7.47 


33,75 

7,50 

20 

20 

25,50 

6,00 

3,73 

.3,73 


11,40 
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22. C'hainbal Command Area Dev. I>roj. di. 2t>-(i-75 (562-IN) 

23. Rural flcctrification Proj. dr. 28-7-75 (572-IN) 

24. Xll Railway.s Project di.26-«-75 (5S2-IN) 

25. U.P. Water Supply & Sewerage Project dt. 25-9-75 (585-IN) 

26. Fertilizer Sector dt. 3I-I2-7S (598-IN) 

27. IV Power Transmission di. 22-1-76 (604-IN) 

2K, Integrated Cotton Dev. dl. 26-2-76 (MO-IN) 

29. M.P. Forest Dcvciopmciii tit. 26-2-76 (6(y>-IN) 

30. Kerala Agricultural Dev. dt 1-4-77 (680-IN) 

31. Oris.sa Agricultural Dev. dt. 1-^77 (6R2-IN) 

32. Singarauli Thermal Powci dt. 1-4-77 (685-IN) 

33. Madras Urban Development dt. 1-4-77 (687-IN) 

34. Gujarat F'ishenes dt. 22-4-77 (695-lN) 

35. West Bengal Agricultuial Rcscaich & F’xtcnsion dt. 1-6-77 (690-1N) 

36. Madhya Pradesh Agricultural Research & Fxtension dt. I-6-77(712-IN) 

37. A.R.IM . II dl. 1-6-77 (715-IN) 

38. Pcriyar Vaigai Irrigation Pioj. dt. .30-6-77 (72()-IN) 

39. Assam Agricultural Dev. dt. .30-6-77 (728-lN) 

40. Maharashtra Irrigation dt. 11-10-77 (7.36-IN) 

41. Oiissa Irrigation dt. 11-10-77 (740-lN) 

42. Rajasthan AgtI. I xiensiondt. 14-10-77 (737-IN) 

43. Second F'oodgrain Storage dt. 6-1-78 (747-IN) 

44. Second C alculla Urban l)ev. dl. 6-l-78(756-lN) 

45 Bihar Agricultural Rc^carch dl. 6-1-78 (761-IN) 

46. Karnataka Irrigation dl. 12-5-78 (68S-IN) 

47. Korba 1 hcimal Power Piojccl dt. 12-5-78 (793-IN) 

48. A.P. Fisheries Project dt. 19-6-78 (815-IN) 

49. National Dairy Project dt. 19-6-78 (824-IN) 

50. J&K Horticulture dl 17-7-78 (806-IN) 

51. Gujarat Irrigation dl. 17-7-78 (808-INI 

52. Second National Seed Proj. dt. 17-7-78 (816-IN) 

53. Haryana Irrigation (III) dl. 14-8-78 (843-1N) 

54. II Bombay Water Supply A’ Sewerage Project dt. 31-1 -78 (842-1N) 

55. Railway Modernisatum Pioj.dl. 13-1-78 (844-IN) 

56. Punjab Water Supply A: Scwc.age dl. 27-10-78 (848-IN) 

57. Ramagimdam I hernial Power dl. 2-2-79 (874-IN) 

58. National Agr. Research dt. 17-12-78 (855-IN) 

59. N.C'. D.C. Storage Project dl 2-2-79 (871-IN) 

60. Multi-stale l:xicnsion dl. 16-2-79 (862-IN) 

61. Punjab Irrgn.di. 30-3-79 (S89-IN) 

62. Mahurashlia Water Supply .Scvvciagc Project dl. 21-6-79 (S9Q-IN) 

63. Second Rural Flccirilicanoii dl. 21-6-78 (9II-IN) 

64. U.P. Social Forestry dt. 21-6 78 (925-IN) 

65. Thiid ARDC' dt. 20-8-79 (947-IN) 

66. XI Industrial Imports dt. 26-2-Vo(M6-IN) 

67. Inland Fisheries Project dt. I8-I-80 (963-lN) 

68. Second Maharashtra Irgn. dl. 14-4-80 (954-1N) 

69. Gujarat ( 'ornmumiy F-orcslry dl. 14-4-80 (961-IN) 

70. Second Population dl. 14-4-80 (98MN) 

71. Tamil Nadu Niiiiition dt. 12-5-80 (1003-IN) 

72. U.P. Public Tubcwcllsdl. 12-5-80 (I()04-IN) 

73. Second Gujarat Iirigaiion di. I2-.5-80 (lOI l-IN) 

74. C'ashcwnui Project dl. 10-6-80 (1012-IN) 

75. Second Singrauli rhcrmal Power dt. 5-6-80 (l()27-IN) 

76. Kerala Agricultural hxtn. dt. 25-6-80 (1028-IN) 

77. Rajasthan Water Supply & Sewerage dt. 2.5-6-80 (1046-lN) 

78. Farakka Thermal Power dt. 11-7-80 ( 053-IN) 

79. Calcutta Urban Transport dt. 27-10-80 (1033-IN) 

80. Karnataka .Sericulture dl. 27-10-80 (10.34-1 N) 

81. Mnhanadi Oarrngedt. 5-12-80 (I()72-rN) 

82. Bihai Rural Roads dt. .5-12-80 (1072-IN) 

Exchange Variation: 

'lot At 


30,00 

4,50 

12,02 

1,50 

78,75 

1875, 

21,78 

18,75 

1,12,50 

18,75 

40.42 

18.75 

13,50 

2,25 

7,96 

3,75 

3,00 

56 

1,10 

1,10 

22,50 

2,62 

18,24 

.3,75 

15,00 

4,50 

8,08 

4,50 

1.12,50 

26,25 

44.38 

22,50 

18,00 

6,00 

5,36 

5,36 

3,00 

74 



9,(K) 


9.()6 

1,50 

7,50 

1,87 

4,95 

2,25 

1.50,00 




17.25 

2,25 

10,62 

3,66 

6,00 

37 

4,92 

75 

52,50 

12,75 

24,77 

13,50 

43,50 

9,00 

27,23 

9,00 

9,75 

1,50 

6,40 

2,25 

80.25 

8,25 

62,13 

12,00 

65,25 

13,.50 

24,60 

15,00 

6,00 

37 

5,24 

75 

88,23 

13,50 

61,30 

15,00 

1,50,00 

21,00 

1,13,08 

.33,75 

13,13 

1.50 

11,37 

3,00 

1,12,50 

7,50 

98,99 

12,(X) 

10,50 

23 

10,20 

1,50 

63,75 

9,00 

50,24 

9,00 

I2,(K) 

75 

11,15 

5,25 

83,25 

21,75 

38,13 

20,25 

1,47,00 

9,00 

1,36,08 

15,00 

1,42,50 

17,25 

1,12,27 

.30,00 

28,50 

7,50 

18,05 

11.25 

1,.50,00 

9,00 

1,27.78 

33,75 

20,25 

75 

19,38 

3,00 

22,50 

3,08 

14,17 

3,75 

18,75 

3,00 

14,62 

3,75 

96,75 

9,75 

80.47 

11,25 

36,(K) 

1,50 

34,30 

6,00 

1,31,25 

20,25 

1,11,00 

26,25 

17,25 

].12 

1.5,14 

3,75 

1,87,50 

1,08,75 

64.40 

64,40 

1,50,00 




15,00 

38 

14,62 

2,25 

1,57,50 

23,25 

1,34.25 

22,50 

27,75 

2,26 

25,49 

3,00 

.34,50 

38 

34,12 

3,7.5 

24,00 


24,00 

3,75 

13,50 

I,i2 

12,38 

3,75 

E3I,25 

4,50 

1,26,75 

11,25 

16,50 

38 

16,12 

2,25 

2.25.00 

10,50 

2,14,50 

18,75 

7,50 

37 

7,1.3 

1,50 

60,00 

38 

59,62 

7,50 

1,68,75 

7,50 

1,61,25 

18,00 

42.00 


42,00 

11,25 

40,50 

38 

40,12 

3,75 

62,25 


62,25 

1,13 

26,25 


26,25 

* 


29,95 


39.75 

61,19,77 

5.34.13 

25,45,29 

6,36,00 


Loans not fuUv (huwn. 

Special Action Credit dt. 5-11-79 (25-IN) 
Exchange Variation 
Toiai 


EL'ROPKAN FT GNOMIC C OMMUNITY 


_ ToiAt _ .39,48 19,03 

INTERNATIONAL FUND FOR ACSRIC'ULTURAL DEVELOPMENT 

1. Agreement dt. 11-10-79 for Bhima ('ommand Area Development 37,50 9,00 

2. Agreement dt. 4-1-80 for Rajasthan Command Area Development 41,25 1,50 

Exchange Variation 66 


37,50 

9,00 

28,50 

9,00 

41,25 

1,50 

39,75 

3.75 


66 


85 

78,75 

11,16 

68,25 

13,60 


Agreement dt. 11-8-80 
Exchange Variation 
lot AL 


I RUST FUND ADMINISTERED BY INTERNATIONAL MONETARY FUND AS TRUSTEE 

5.18,01 5,18,01 

15,95 

5.18,01 5,33.96 


Miiiccl la neons Cicdit 

• • 

49 

20 

Exchange V'arieiion 


Neg 

1 

Toial 

• • 

49 

21 

New Credits 

1,49,19 


, , 

Exchange Vaiiation 

44,83 


.. 

Total 

• , 1.94.02 


.. 

GRANDTOTAL 

19224.56_1760.17 4549,55 1421,01 

407,77 

420,78 


ECONOMIST 
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Snmomry of Loans, Grants and Commodity 
Assistance Received and their 
Repayments 

Thif table gives in brief the nature and magnitude of assistance in 
the fprm of loans, grams and commodity assistance received from friendly 
forego countries and international organisations. The estimates of receipts 
of RKternal assistance and of repayments of principal and interest payment 
during the years 1980-81 and 1981-82 are summarised here. 


; 

X 

t 


( In crores (if Rupees) 


Budget 

Revised 

Budget 


Estimates 

Estimates 

Estimates 


1980-81 

1980-81 

1981-82 

A—Loans 

1210-62 

1226-21 

1421 01 

B—("ash Grants 

348 -72 

.392-11 

311 -65 


C—Commodity Grant Assistance 

(i) Food 

(ii) Others 

D—Special Credits 

E—Total (A + B 1 C’ I D) 

F—Repayments: 

(i) Loans 

(ii) Special Credits 


46 12 32 (K) 28 -80 

33 00 13-61 24-66 

97 -69 52 26 8t) -00 


New Delhi Municipal Committee 

Town Hall; New Delhi 


I- 


1736-15 1736-19 1866 21 

410-40 407-77 420-78 

73-53 70-05 66-44 


G—External Assistance (net of repayments) 

(E-F) 1252-22 1258-37 1378-90 


—IMF Trust Fund Borrowing 

540 -00 

533 -96 


Interest Payments 

(i) Loans 

230-54 

234 52 

246-69 

(ii) Trust Fund Borrowing 


1 05 

2-7(> 

(iii) Special Credits 

22 02 

21 *67 

23 -38 

-External Assistance (net of repayments 

and Interest payments) (G4 H)—'I. 

1539 -66 

1535-09 

1106 -07 


Achievements of 1981 at a Glance 

Rs. 50 lakhs—integrated development works at Kidwai 
Nagar (E: st) (in advanced stage of Progress) 
Augmentatit n of water supply through urderground 
water tanks 'ind six lube wells at Laxmi Bai Nagar, 
Kaka Nagar etc. 

Addition of 25 Kms. of road alongwilh 15 Kms. foot 
path 

Strengthening of about 40 Kms. road 
Housing complex for stafV at I.odi Road, Aliganj, 
R.K. Ashram Marg, Telegraph Lane and Abdul Fazal 
Road 

34 Kiosks & Stalls in New Delhi 
Yoga Training in 10 Selected Primary Schools 
4 Youth C’entres el Kidwai Nagar, Mandir Marg, 
Pnndara Road and Sarojini Nagar 
Community Hall i\i Aditya Sadan, Asliok Road 

4 New Primary School Buildings at Ansari Nagar, 
Peshwa Road, Nauroji Nagar and Kaka Nagar 

Jr. Sections in Navyug School at Vinay Marg 
Free text books to middle schools and free stationery 
to poor children of Primary Schools 
Science Museum at l.axmi Bai Nagar 
Intensive Care Unit and Emergency Ward at Moti 
Bagh Hospital 

Mini Eye Hospilal at Sarojini Nagar 

Mini Hospital at Mandir Marg 

3 Urbim forests at WjJlingdon Crescent, Brig. Hoshiar 

Singh Roiid and near Safdar Jung Fly-over 

Plantation of 50,000 shrubs and 50,000 sapplings in 

various areas of New Delhi 

Improved lights with Sodium Vapour lamps at 9 

Crossings. 

Projects in Progress 

Indoor Swimming Pool for Asian Games at Talkatora 
Gardens 

Fly-over at School Lane 

City Centre at Sansad Marg 

Office Block at Jai Singh Road 

Extension of NDMC’ Hospital Moti Bagh 

Two Barat Gliar at Aliganj and Kidwai Nagar (East) 

Two Mini Hospitals at Babar Road and Sahid Bhagat 

Singh Marg 

Nursery schools and Library Buildings at Kidwai 
Nagar 

5 Underground water taiiks with 20 lakh gallons 
total storage capacity 

22 Tube wells 

Coverage of over I Km. length Nallah at Diplomatic 
Enclave and at Kidwai Nagar 
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Our 

Merchant 

Banking 
Expertise: 


It's proved itself in over 
160 projects. 


8 years ap State Bank set up the Merchant 
Banking Division. To help small entrepreneurs 
and large corporations alike with the complex 
problems they face today at every stage of 
growth. Problems that can only be solved with 
’ highly sophisticated financial and cotporate 
counselling skills. 

And within these 8 short years weVe proved 
our expertise in over i6o successful projects. 
Helping our clients solve a wide spectrum of 
problems. Like obtaining Government consents. 
Feasibility studies. Loan syndication. Overseas > 
credit. Capital issue management. Financial' 
and corporate counselling. Portfolio manage*' 
ment. And more. 

Our clients have been as diveree as their 
problems. Ranging from small-scale industries tO 
multi-national giants. In fields ranging from 
vanaspati to electronics (which gives you some 
idea, of oat versatility). 

IpiKi aooNoiinT 


And, what’s more, since we were set up to 
speed up our country’s industrial drive—and 
not merely to earn profits—we deal with all 
our clients on the basis of their potential. And 
capabilities. Regardless of their size. 

Meixjiant Baiildng l^visk)ri 

STATE BANK OF INDIA 
Madame Gama Road, Bombay 400 021 v 

Bureaux at: Ahmedabad • Bombay • Calcutta 
Hyderabad • Madras • New Delhi 

o 

state Bank 

Let^ come closer __ 



754 


Budget Doeum enie 

Commodity-wise Details of Revenue from Customs and Excise Duties 

_ Customs Dutieg ___ (In lakhs of Rupees) , 

SI. Commodities Actuals* Budget Revised Budget 

No. 1979-80 1980-81 1980-81 1981-82 


I _2_ 

L IMPORTS : 

(i) REVENUE DUTIES : 

1. Fruits, dried and fresh 

2. Animals (including fish) fats and oils, crude, refined or purified 

3. Fixed vegetable oils, fluid or solid, crude, refined or purified 

4. Ethyl alcohol or neutral spirits and denatured spirits 

5. Alcoholic beverages and liquors 

6 . Mineral substances 

7. Metallic ores and concentrates 

8 . Motor spirit 

9. Kerosene 

10. High speed diesel oil and vapourising oil 

11 . Industrial fuel oils 

12. Lubricating oil 

13. Other mineral fuels, oils, waxes and bituminous substances 

14. Petroleum oils and oils obtained from bituminous minerals, crude 

15. Chemicals other than pharmaceutical and miscellaneous chemicals 

16. Pharmaceutical chemicals and products 

17. Fertilisers 

18. Dyes, colours, paints and varnishes 

19. Essential oils, resinoids and toilet preparations 

20. Cinematograph films 

21. Artificial resins, plastic materials and articles thereof 

22. Rubber and articles thereof 

23. Pulp, paper, paperboard and articles thereof 

24. Yarn of man-made fibres 

25. Man-made fibres and filament tow 

26. Wool, raw and wool tops 

27. Cotton raw 

28. Glass and glassware 

29. Iron and Steel 

30. Copper 

31. Nickel 

32. Aluminium 

33. Lead 

34. Zinc 

35. Tin 

36. Other base metals 

37. Tools, implements and other miscellaneous articles of base metals 

38. Machinery, mechanical appliances and electrical equipment 

;' 39. Railway locomotives and materials 

40. Motor vehicles and parts thereof 

41. Aircraft and vessels 

42. Optical, photographic cinematographic, measuring, medical and 
surgical instruments 

43. All other articles 

Totkl— REVENUE DUTIES (gross) 

(ii) PROTECTIVE DUTIES: 

44. Raw silk and silk manufactures 

45. Dye intermediates 

Total—PROTECTIVE DUTIES (gross) 

Total— IMPORTS (Gross) 

Deduct—Refunds 
Deduct—Drawbacks 

Total—IMPORTS (Net) 
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3 

4 

5 

6 

29,04 

25,00 

26,00 

27.00 ^ 

1,89 

2,00 

2,50 

2.50 i 

33,87 

40,00 

44,00 

44,00 

2 


2 


1.57 

I,.56 

L75 

1,75 ? 

17,29 

16,00 

18,75 

21,75 " 

6,81 

9,00 

7,00 

10,00 , i 

6,71 

9,25 

25 

9,25 f 

70,22 

78,00 

90,00 

80,00 A 

79,88 

1 , 11,00 

1,50,00 

1,46,00'^ 

8,95 

15,78 

18,00 

18,00Ii 

13,95 

12,00 

60,00 

30,00 If 

15,93 

12,00 

19,00 

17,00 t 

16,84 

17,00 

15,88 

14,50 "i; 

2,62,39 

2,70,32 

2,85,00 

3,25,00 j 

42,94 

44,00 

45,00 

53,00 4 

75,30 

20,00 

20,00 

/ 'A 

21,67 

25,22 

27,00 

29.66:; 

6,85 

7,(K) 

7,00 

10 . 00 - 

9,89 

5,54 

4,50 

4,50 

1,07,64 

1,10,64 

1,35,00 

1,65,00 : 

28,32 

30,50 

32,00 

37.00 

45,87 

46,41 

43,00 

50,00 ;< 

97,97 

1 , 00,88 

1,55,00 

1,65,00 

97,32 

1,28,71 

1,05,00 

1.20.00 V 

13,69 

16,00 

22,00 

22 , 00 ; 

1 

1 

1 


15,15 

14,38 

16,00 

20,00 ' 

3,26,49 

3,29,80 

4,25,00 

4,60,00 

1,33,01 

1,20,92 

1,45,00 

1.50,00 

12,15 

14,00 

19,00 

20,00 

11,52 

10,00 

16,00 

17,00 

19,03 

24,30 

15,00 

15,00 . 

38,11 

35,31 

18,00 

50.00; 

12,12 

15,13 

13,00 

13,00 J 

11,41 

12,00 

14,00 

15,00 i 

17,92 

17,15 

24,00 

30,00 j 

6,53,17 

6,97,58 

7,50.00 

8 , 20,00 i 

13,81 

14,00 

22,00 

26.00,1 

56,52 

56,49 

60,00 

66 , 00:1 

24,95 

20,00 

20,00 

22 , 00 | 

58,88 

71,76 

65,00 

75,0Qg 

2,55,22 

2,87,98 

3,40,00 

3.90.00.; 


28,94,56 

33J4,66 

35,9l',2^] 





2,78 

2.50 

2,70 

2,7(1 

3,69' 

5.00 

3,20 

3,20'^ 

6,47 

7,50 

5,90 


27,78,76 

29,02,06 

33,40,56 

35,97,161 

"’i 




----jj 

-41,19 

—45.00 

—56.00 

-60.0®i' 

-63,11 

—55.00 

—95,00 

—l.OO.OOOi 

26,74,46 

28,02,06 

31,89,56 

34,37.161; 
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Plans for Non-resident 
Entrepreneurs: 

Project identification, 
market studies, incentives 
and concessions, 
feasibility plans, 
clearances, licenses, 
financial arrangements, 
follow 


Credit Syndication: 
From financial planning n 
and counselling to liaison 
and follow up with 
financial institutions and 
banks. 


Joint Ventures 
abroad: 
Country and market 
profile, financial advice 
and arrangements, project 
reports, government 
consents, follow 


Small and Medium 
projects: 

Financial 
counselling and 
planning,syndication 
of loans, accounting, 
tax planning, 
labour and company 
law counselling. 



Fixed Deposits: 
From government 
clearances, 
collection of 
deposits to 
filing of returns. 


Amslgamations: 

Negotiations, feasibility 
studies, taxation 
analyses, financial 
planning, legal and 
government clearances. 


Project Counselling: 

From arrangement of 
technical coiisultancy 
services to guidance on 
implementation. 


Issue Management- 
Equity and Debentures: 
Clearance of draft 
prospectus, government 
liaison, underwriting, 
monitoring, acting as 


Bank of Baroda's Merchant Banking Division. 
Specialists in eight areas of corporate finance. 
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1 2 


3 

4 

5 

' ^ 

n. EXPORTS: 





"1 

1 . Jute Manufactures 


1,57 

20,00 

14,80 

A 

2. Raw Cotton 


2,72 

‘3,50 

4,50 


3. Cotton waste 


69 

75 

60 

40 

4. Coffee 


39,98 

40,00 

32,00 

10 /» 

5. De^oilcd groundnut meal 


7,14 

8,00 

6,00 

6.00 

6 . Tobacco (unmanufactured) 


4,89 

16,50 

7,50 

7.50 

7. Mica 


4,69 

15,00 

4,50 

4.50 

8 . Hides, skins and leathers 


23,77 

22.00 

8,00 

5^ 

9. Manganese ore 


82 

80 

65 


10. Lumpy iron ore 


12,17 

14,00 

13,50 

13J0 

11. Iron ore fines (including Blue Dust) 


3,83 

3,00 

2,50 

im 

12 . Manganese Dioxide 


9 

10 

1 

) 

13. Sillimanite 



,, 

1 

? 

14. Steatite (Talc) 


.. 

.. 

., 

h 

15. Kyanite 


1 

2 

1 

1 

16. Chrome concentrates 


3,46 

4,00 

2,00 

2 JC 

17. Raw wool 


1 

2 

2 


18. Groundnut 


3,26 

6,0 

18,00 


19. Animal feed 


14 

50 

8 


20. Cardamom 


3,66 

3,00 

2,00 

2 ^ 

21. Black Pepper 





'V' 

, 22. Barytes 


1,76 

2,66 

2,66 


23. Turmeric 


4,85 

6,50 

. 1,40 

1^4 

'f* 

24. Turmeric Powder 


46 

50 

40 


25. Tea 


,. 




26. Other articles 


4 

1,50 

4 

t 

JoiAL--EXPORTS (Ooss) 


1 , 20,01 

1,47,69 

1,20,52 

72.se 

Deduct—Refunds 


-1,82 

-2,50 

—2,52 

-2.5S 

•.^1 

■ . 

loTAh-^EXPORTS (Net) 


1,18,18 

1,45,19 

1,18,00 

70^ 

III. Cesses on Exports 






1 . Coffee 


77 

90 

1,00 


2. Coir 


3 

2 

2 

A 

3. Lac 


3 

2 

2 


4. Mica 


88 

90 

96 

ft 

5. Tobacco (unmanufactured) 


83 

95 

1,50 

iM 

6 . Oilcakes and meal 


38 

45 

36 


7. Marine Products 


1,66 

1,65 

1,52 

!.£ 

8 . Cashew Kernel 


75 

65 

85 

ft 

9. Hides and skins 


,, 

.. 

.. 


10 . Black Pepper 


14 

15 

19 

t 

11. Cardamom (Act 65) 


1,32 

1,50 

1,20 


12. Cardamom (A.P.) Cess \ 


2 06 

2,00 

2,00 

2 iil 

13. Other agricultural produce } 






14. Iron ore 


60 

55 

70 


15. Animal Feed 


18 

20 

15 


16. Turmeric 


6 

5 

6 

■S 

17. Turmeric Powder 


1 

1 

1 


18. Other articles 


11 

15 

4 

' % 



---- 

-- 


—i 

, toTAL— CESSES ON EXPORTS (Gross) 


9;si 

10,15 

10,58 

It# 

Deduct—Refunds 


—11 

—10 

—14 

- 

Total— CESSES ON EXPORTS (Net) 


9,70 

10,05 

10,44 

i(^ 
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3S.dQ 3^ 

—3,50 —34» 


If . OTtiMM l^EIPTS (Gross) 

;< ihmut—Mtfimis 

ii . 

TmAL—OTffER RECEIPTS (Net) 


• GRAND TOTAL : CUSTOMS HEVENUE (Gross) 
Deduct—Rejunds & Drawbacks 

Grand Total— CUSTOMS REVENUE (Net) 


per departmental records. 

Uiioa Exdie Mlea 


Excisable Commodities 


Actuals'** 

1979-80 


30y01 

— 2,10 


Budget 

1980-81 


35.00 

—3,00 


27,91 

31,50 

32,00 

32fi0 

29,38,59 

30,94.90 

35,06,66 

37,15,66 

-108,34 

—1,06,10 

—1,56,66 

—1,65,66 


28,30,25 29,88,80 33,50,00 35,50,00 


Revised 

1980-81 


dn lakhs of Rupees) 


Budget SI. 

1981-82 No. 



BASIC AND SPECUL DUTIES OF EXCISE (EXCLUDING 

A. Food and Beverages 

1. Sugar 

2. Tea 

3. CoBee 

4. Confectionery and Chocolates 

5. Prepared or preserved Foods 

6. Food Products 

*' 7. Aerated water 

8. Glucose dextrose and Preparations thereof 

9. Starch 
9A. Molasses 

Total A—FOOD AND BEVERAGES 

B. Tobacco 

10. Unmanufactured Tobacco 

11. Manufactured Tobacco (bidi, snuff 
chewing tobacco, hookah tobacco) 

12. Cigarettes. Cigars and Cheroots 
I, 13. Smoking mixtures 

Total B—TOBACCO 

C. Petroleum Products 

j 14. Refined Diesel oil and Vapourising Oil 
' t 15. Motor Spirit 
V }6. Kerosene Oil 
f 17. Furnace 

18. Diesel Oil not otherwise specified 

19. A^alt, Bitumen and Tar 

20. Petroleum Products not otherwise specified 

21. Calcined Petroleum Coke 

Total C—PETROLEUM PRODUCTS* 

D. Vegetable Oils and Fats 

22. Vegetable Products 

23. Vegetable Non-essential oils 

ToTAlty—VEGETABLE OILS AND FATS 


N iOONOiMIS'I 


DUTY ON ELECTRICITY) 


1,65,89 

59,08 

11,49 

1.42 

15,62 

14,85 

16,33 

4,18 

2,93 


1,56,92 

67,96 

12,43 

1,45 

16,61 

15,36 

16,57 

4,47 

4,86 

4,02 


1,53,38 

65,87 

12,26 

1,39 

14.94 
17,53 

18.94 
5,19 
5,38 
2,95 


1,85,05 

68,42 

12,84 

1.54 

16,63 

19,44 

20,79 

6,03 

6,40 

5,04 


2,91,79 

3,00,65 

2,98,83 

3,42,18 

A 





10 

1,01,40 

1,05.86 

1.01,18 

1,07,31 

11 

4,49,64 

4,95,03 

4,7347 

5,05,57 

12 

94 

98 

1,04 

1,10 

13 

5,51,98 

6,01,87 

5,75,49 

6,13,98 

B 

3,87,05 

346,00 

2,74,00 

3,30,00 

14 

5,58,32 

5,10,00 

4,88.01 

5,13,38 

15 

1.6545 

1,31,00 

1,24,00 

1,55,50 

16 

43,18 

39,00 

4642 

57,78 

17 

23,71 

24,00 

20.80 

24,53 

18 

17,94 

16,80 

17,45 

19,46 

19 

2,08,38 

2.10,00 

1,87,19 

24445 

20 

4,04 

440 

3,78 

4,83 

21 

14,07,87 

12,61,00 

11,61,45 

13,30,43 

C 

30.87 

31,90 

38,39 

40,79 

22 

3,78 

4,41 

2,98 

^67 

23 

34,65 

36,31 

41,37 

444^ 

O 






1 2 

3 

4 

5 

6 

7 

^ E. Chemicals 

24. Fertilisers 

64,71 

19,23 

17,42 

12,78 

24; 

25. Plastic materials and synthetic resins 

1,09,64 

1,24,92 

1,22,61 

1,36,16 

25 

26. Patent and Proprietary Medicines 

77,98 

86,75 

83,01 

91,41 

26 

27. Soap 

24,48 

24,06 

29,57 

33,60 

27 

28. Paints and Varnishes 

27,47 

29,60 

33,47 

37,15 

28 

29. Synthetic Organic Dyestuffs 

42,33 

48,67 

41,34 

47,25 

29 

30. Cosmetics and toilet preparations 

32,85 

35,92 

30,99 

32,92 

30 

31. Sodium Silicate 

2,94 

2,91 

3,39 

4,03 

31 

32. Gases 

15,88 

16,52 

19,41 

21,55 

32 

33. Caustic Soda and Caustic Potash 

16,70 

24,08 

29,18 

34,94 

33 

34. Soda Ash 

6,25 

9,86 

10,64 

12,60 

34 

35. Chemicals namely Calcium Carbide, Bleaching Powder, 
Sodium hydrosulphate 

13,76 

25,25 

18,22 

20,16 

35 

36. Cellophane 

3,45 

3,64 

3,90 

4,41 

36 

37. Acids 

7,19 

10,75 

11,50 

13,86 

37 : 

38. Organic Surface Active Agents 

22,67 

24,91 

23,92 

26,04 

38 

39. Optical Bleaching Agents 

2,88 

3,62 

3,66 

4,03 

39 

40. Glycerine 

2,46 

2,74 

3,70 

4,16 

40 

41. Camphor 

46 

52 

69 

76 

41 

42. Menthol 

44 

52 

37 

42 

42 

43. Carbon Black 

7,01 

7,79 

10,61 

12,18 

43 

44. Rubber processing Chemicals 

3,55 

3,74 

4,62 

5,04 

44 

45. Tooth Paste 

9,53 

6,10 

6,70 

6,30 

45 

. 46. Polishes and Creams 

1.47 

1,66 

1,63 

1,68 

46 

47. Tooth Brush 

8 



47 

Total E—CHEMICALS 

4,96,18 

5,13,76 

5,10,55 

5,63,43 

E 


-Contd. 


Better Coverage and a Softer Fabric Feel 
is an Assurance from 

BARODA RAYON 

Baroda Rayon offers innumerable and very 
versatile varieties in 

Polyester Texturised, Polyester Nylon and 
Viscose Filament Yarns. 

BARODA RAYON, 

the House of Quality Yarns. 

THE BARODA RAYON CORPORATION UMITED 

Hoechst House, 193 Nariman Point, BOMBAY 400 021 
Phone: 232030 / 230734 Telex : 011 3436 / 4719 

Reytf. OfPcB: P.O. Baroda Rayon, Udhna, Dist. SURAT 394 220 
Telex : 0178 217 Phone : 88371 
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reaching the crescendo thanks to promotiomHn 


Lik* any potantial—or prosparing— 
Entraprarmur. you know that it takas 
mora than mara monay to promota a 
Stata's Industrial growth. It also 
takas Planning. Infrastructura. 
Expartisa. Subsidias. Concassions. 
Intarast-fraa Loans. Davalopmant. 
Coordination... 

With Empathy. And a Markating 
approach. 

That's how tha Stata bodlaa^ 
llstad bolow—hava playad vital 
rolas in tha aymphony of 
Industrial growth in Tamil Nadu. 
Hara, taka a paap at our sarvices— 
whatavar tha shape, size and needs 
of your proposed entarprise: 

FINANCE: 

Small. Medium or Major-scale 
industry? New unit, expansion, 
diversification or modernisation? 

TIIC will advance loans up to 
Ns. 30 lakhs. For bigger projects. 
SIPCOT will sanction Term Loans 
up to Rs. 60 lakhs and arrange 
from Banks additional finance up 
to Rs. 50 lakhs. At lowest rates of 
interest—10.25%—for all units 
in Backward areas, and 9% on 
mini loans for Scheduled Caste/Tribe 
Entrepreneurs. For units in forward 
areas, the interest is 11 85% for SSI 
units and 13.5% for Medium and 
Major units. 

SUBSIDIES: 

In 33 notified Taluks, Central ^ 

Subsidy up to 15% of total 
investment is provided by SIDCO * 
and TIIC for SSI. and by SIPCOT 
for Medium Ef Major industries In 
another 24 notified Taluks, 15% 

State Subsidy is extended to SSI 
units. 

INTEREST-FREE SALES TAX 
LOANS: 

Up to Rs. 3.75 lakhs for SSI Units 
through SIDCO, and up to Rs. 48 
lakhs for Major units through 
SIPCOT. 



CONCESSIONS fr 
ASSISTANCE 
naducad alacirieliv chargaa fdr tha 
first five yaara • Raduoad waiar 
royalty for tha first six yaara • Stamp 
Duty axamption in SIPCOT S SIDCO 
plots a 60% Subsidy on Projact 
Faasibility Studias • Praa aaaiaisnca 
to gat Govarnmant claarancas. both 
Central and State. 

EQUITY PARTICIPATION Si 
UNDERWRITING: 

TIDCO contributes up to 26% of 
Share Capital for Joint Sector 
Projects; 26% to coma from tha 
private promoter; and balance from 
general public. SIPCOT A TIIC 
undarwrita/participsia in tha equity 
up to 25% each. 

INFRASTRUCTURE 

DEVELOPMENT: 

SIPCOT provides infrastructural 
facilities in its Industrial Complaxas 
in Backward areas. Ranipat and 
Hosur are already thriving realities. 
Mora on tha anvil—Pudukkottai, 
Manamadurai, Cuddalora, etc. 
SIDCO gives shads and davalopad 
plots in its 45 centres. 

MARKETING ASSISTANCE: 

Monitoring Govarnmant 
purchases of SSI products In 
respect of 257 items. By SIDCO 

OVERALL ASSISTANCE: 
Under tha Diractoraia of Industries, 
tha District Industries Centres 
(there are 14 of them in Tamil 
Nadu) taka care of antrapranaurs 
and their problems at tha District 
level. 

Rad tape la aparad: rad carpal 
is spread out. 

Coma, join tha symphony. Wa 
have tha score laady for you! 




TIDCO 1 

! Tamil UadH Mastrial ? 

I DevakiiNmt | 

. Corporation Umitoit 1 

735, Anna Salai, ^ « 

k Madras 600 002. v \ 


I For Jnini Sector and Public 
* itooior Projects 


SIPCOT 

State kidustrws^ 
nomotion 

Corporation of 
TamiiNadu Umitod 

51-52, Gresms Road. 
Madras 600 006. 

TIIC 

Tanul Nadu bidastrial 
Investmont 

Corporation Umitod 

27, Whites Road.. 

Madras 600 014. 

For Term Loans for Major 
and Madium Projaett. 
and Infraetruciural faellitiai. 

For Torm Loans for Small and 
Madium Prajaels 





SIDCO 
Tamil Nadu 
Smal fciduttriot 


Coiporatimi Umitod 

58-61, Graarra Road. 
Madras 600006. 


For Small Scala Industrial 
units- Msrfcatins. Raw 
matarfata and Factary ahada. 




DilictBrstB SI 
InAntfiss ft CsRiRisici 

Govt of Tamil Nadu 

ChaiMidc 

Madras 600 005. 


ForCe*ordinatian 
at Diatriot level thraufh 
Diatrlet Induttriaa Cantraa. 












































F, Metali 

(a) Iron and Steel 


48. Iron in any crude form 

49. Steel Ingots 

50. Iron and Steel Products 

51. Tin Plates 

52. Metal Containers 

53. Safes, Strong boxes, etc. made of base metal 

54. Wire ropes 

55. Locks and Keys 

^ Total—P( ti) IRON AND STEEL 


(b) Non-ferrour Metals 

56. Aluminium 

57. Copper and Copper Alloys 

58. Zinc 

59. Lead Unwrought 

TOTAL-F(b) NOM-FERROUS METALS 

Total METALS 

G. Manufactured Goods 
(a) Textiles and Jute 
Cotton Fabrics 

61. Cotton Yarn 

62. Woollen Fabrics 

63. Woollen Yarn and acrylic spun 

64. Man-made fabrics 

65. Man-made fibre and man-made filament yarn 

66 . Jute Manufactures 

67. Flax Fabrics and Ramie Fabrics 

68 . Jute twist Yarn 

69. Non-celiulosic spun-yarn 

70. Textiles fabrics impregnated 

71. Wool tops 

72. Linoleum 

73. Carpet 

74. Mineral fibres and yarn 
ToTAL--G(a) TEXTILES AND JUTE 


(b) Other Manufactured Goods 

75. Tyres and Tubes 

76. Rubber Products 

77. Synthetic Rubber 

78. Cement 

79. Asbestos Cement Products 

80. Matches 

81. Paper 

82. Glass and Glassware 

83. Chinaware and Porcelainwarc 

84. Plywood 

85. Cinematograph Films 

86 . Footwear 

87. Gramophones and parts 

88 . Cinematograph Projectors and parts 

89. Photographic Cameras 




NUBIBBR 


9,20 

9,80 

11,48 

11,44 

48 

14,27 

16.17 

19,04 

31,00 

49. 

2,71,23 

2,85,26 

2,67.18 

3,17,54 

50 

3,93 

4,14 

4,39 

4,88 

51 

32,54 

34,78 

34,16 

36,16 

52; 

2,84 

3,28 

3.89 

4,41 

S3 

2,71 

3,10 

3,37 

3.78 

54 

18 

•• 

•• 

•• 

55 

3,36,90 

3,56,53 

3,43.51 

4,09,21 

F(a> 


1,05,34 

1,16.14 

1,12.69 

1,37,03 

50 

12,50 

13.78 

12.71 

17,03 

57 

14,32 

19,23 

11.97 

16,85 

59 

59 

67 

66 

60 

59 

1,32,75 

1,49,82 

138,03 

1.71,51 

1? 

' 

4,69,65 

5,06,35 

4,81.54 

5,80,72 

F(a)&(b) 


99,16 

98,95 

1.06,00 

1,09,90 

6 C 

90,59 

89,31 

93,36 

97,13 

61 

9,10 

11,44 

10,02 

11,00 

6 ! 

1,85 

1.96 

1.48 

1,66 

6 j 

5,18 

6,15 

5,47 

5,67 


3,62,82 

4,13,89 

4,08,13 

4.37.83 

61 

48,97 

49,83 

57.38 

60,22 

6 < 

20 

IS 

11 

13 

6 ' 

3,86 

4,25 

5,19 

5,39 

61 

69,96 

74.06 

72,24 

77,28 


6 

11 

14 

18 

7( 

7,65 

8,71 

9,91 

11,00 

% 

52 

57 

72 

84 

7- 

1.17 

77 

75 

84 

7: 

4,23 

4,36 

5.44 

6,38 

7- 

7,05.32 

7,64,54 

7.76.34 

8,25.45 

G(a 


2,07,62 

2,28,74 

2,80,32 

3.02,43 

7: 

22,86 

23,65 

25,59 

28,40 

7i 

2,17 

3,70 

4,10 

5.20 

r 

1,23,79 

1,55,60 

1,39,15 

1,56,49 

7i 

16,92 

16,95 

19,61 

2 I. 6'1 

7! 

49,69 

50,00 

49.25 

50.00 

9 

49,93 

1,54.82 

1,76,28 

1.95,65 

't 

38,11 

40,09 

43,15 

47,82 


15,78 

16,58 

21,20 

23,52 

t 

16,00 

16,48 

11,84 

16,80 

i 

5,75 

6,75 

6,66 

7,41 

i 

3,45 

3,64 

3,94 

4,20 

i 

3,86 

4,32 

4,50 

4,88 

i 

52 

61 

43 

47 

i 

3,22 

2,69 

3,01 

3,36 

\ 

—Coni 
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1 2 

3 

4 

5 

6 

7 

90, Steel furniture 

7,49 

8,20 

8,41 

9,03 

90 

91. Crown Corks 

3,28 

3,81 

4,23 

4,62 

91 

92. Pilfer Proof Caps 

2,54 

2,68 

2.54 

2,75 

92 

93. Mechanical Lighters 

4 

2 

3 

4 

93 

94. Typewriter ribbons 

53 

56 

50 

57 

94 

95. Electric Insulation and Adhesive Tapes (NES) 

1,65 

1.74 

1,94 

2,10 

95 

96. Zip or slide Fastners 

22 

24 

21 

25 

96 

97. Pressure Cookers 

2.50 

1,87 

1,89 

1,98 

97 

98. Vacuum Flasks 

77 

82 

1,00 

1,10 

98 

99. Playing Cards 

93 

1,01 

90 

1,01 

99 

100. Tool tips 

3,24 

3,64 

4,30 

4,83 

100 

101. Tape Recorders 

1,57 

1,77 

2,36 

2,77 

101 

102. Electrical Stampings 

19,40 

22,35 

21,66 

23,10 

102 

103. Stereo System 

1,08 

1,23 

1,49 

1,68 

103 

104. Watches 

9,49 

9,86 

9,72 

10,08 

104 

105. Weighing Machines 

1,63 

1,86 

1,93 

2,13 

105 

Total— G(b) OTHER MANUFACTURED GOODS 

7,16,03 

7,86,28 

8,52,14 

9,36,21 

G(b) 

Total G—MANUFACTURED GOODS 

14,21,35 

15,50,82 

16,28,48 

17,61,66 

G(a)&(b) 
— Ccnid. 
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1 ' 2 

3 

4 

5 

6 

■■ ti 

H, Machinery and Transport Equipment: 

106. Motor Vehicles 

1,60,14 

1,84,94 

1,92,62 

2,18,57 

106 

107. Motor Vehicle Parts 

20,96 

23,88 

24,87 

28,28 

107 

108. Fork Lift Trucks 

1,34 

1,19 

1,50 

1,73 

108, 

109. Electric Batteries and parts thereof 

34,54 

38.43 

40,03 

44,10 

109 

110. Electric Wires and Cables 

65,48 

69,38 

.10,73 

1,21,80 

no 

111. Electric Motors 

30,96 

36,26 

40,72 

44,52 

111 

112. Motor starters 

4,20 

4,56 

6,21 

6,72 

112 

113. Wireless receiving sets 

23,79 

24,23 

23,34 

25,20 

113 

114. Certain parts of wireless receiving sets 

32 

37 

25 

35 

114 

115. Internal Combustion Engines 

4,82 

5.25 

5,97 

6,61 

115 

116. Refrigerating and air-conditioning 

31,24 

39,99 

55,13 

63,00 

116 

117. Electric Fans 

15,72 

16,04 

15,28 

16,64 

117 

118. Electric Bulbs and Tubes 

16,04 

16,33 

24,95 

27,72 

118 

119. Domestic Electrical Appliances 

4,44 

4,94 

5,61 

6,30 

119: 

120. Office Machines 

9,41 

10,05 

14,76 

16,38 

120 

121. Electricity Supply Meters 

3,37 

3,95 

4,14 

4,59 

121: 

122. Rolling Bearings 

13,12 

14,88 

15,88 

17,63 

122. 

123. Welding Electrodes 

9,48 

10,18 

12,56 

13,92 

123 

124. Coated abrasives and grinding wheels 

5,03 

5,97 

6,61 

7,35 

124 

125. Bolts, Nuts and Screws 

8,75 

9,31 

11,20 

12,43 

125 

126. Power driven pumps 

1,09 

90 

1,02 

1,13 

126 

127. Specified Cutting Tools 

14,53 

15,55 

16,35 

18,15 

1271 

128. Permanent Magnet 

1,69 

1,77 

1,65 

1,76 

128 

129. Graphite Electrodes and Anodes 

5,43 

5,98 

7,34 

8,15 

12!> 

• 130. Computers 

1,05 

1,09 

79 

1,05 

130 

131. Electric Lighting Fitting 

1,08 

1,37 

1,13 

1,26 

13U 

132. Coal 

19,21 

•• 



132 

Total H—MAC MINER Y AND TRANSPORT 

EQUIPMENT 

5,17,23 

5,46,79 

6,40,64 

7,15,34 


All other goods not elsewhere specified 

3,82,26 

3,69,08 

4,07,96 

4,40,60 

1 

Toim.—BASIC DUTIES ON EXCISE EXCLUDING 

RECEIPTS 

55,72,96 

56,86,63 

57,45,31 

63,92,80 

Total—A to 

Miscellaneous Receipts 

1,88 

2,00 

2,00 

.216 

j 

Total— GROSS' REVENUE 

55,74,84 

56,88,63 

57,47,31 

63,94,96 

Total I 
(Gross) '! 

Deduct -Refunds and Drawbacks ( 

)i.o«.7i@ (- 

-)1,60,36 

(-)1,18,60 

(— )1,28,48 

• t 

Total 1—NET REVENUE 

54,73,13 

55,28,27 

56,28,71 

62,66.48 

Total I 
(Net) 

[. Excise Duty on Electricity 

1,54,83 

1,55,00 

1,55,00 

1,70,50 

Total II 


in. ADOmONAL DUTIES ON TEXTILES AND TEXTILE 
ARTICLES 

1. Man-made Fibre and man-made filament yar-- 

2. Cotton Yarn 

3. Woollen and Acrylic Spun Yarn 

4. Non-cellulosic spun yam 

5. Cotton Fabrics 

6. Woollen fabrics 

7. Man-made Fabrics 

8. Wool Tops 

Total III (Gross Revenue) 

Deduct —^Refunds and Drawbacks 

Total III-“(Net Revenue) 




! 

33,67 38,00 ^ 37,47 39,81 

6,94 8,20 8,57 8,83 

8 18 14 15 

6,07 6,80 6,63 7,03 

5,58 8,10 8,10 8,35 

52 1,02 90 95 

16 -2 29 30 

70 80 91 1,00 


53,72 63,12 63,01 66,42 

(-)4% (-)35 (-)38 


53,72 62,64 62,66 66,04 Total III ; 

(Net) i 
’—Contd.l 

i 
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Over 

Rs. 600 crores 
financial fuel 
for Indian 
industry. - 


For 7$ years Canara tafllc has made it its 
business to generate industrial growth in 
India. Today with India fast becoming a 
major industrial power of the world, we can 
look back with satisfaction on the many 
types of projects, enterprises and 
undertakings we have helped set on their 
feet. Recognising and developing the 
potential in each State, Ginara Bank has 
been assisting all kinds of industries like 
Cotton & Textiles, Iron, Steel & Metals, Coal 
& Mining, Heavy & Light Engineering, Sugar, 
Vegetable Oils, Vanaspati, Soaps, Chemicals, 
Dyes, Drugs, Pharmaceuticals, Paper & 

Paper products. Rubber & Rubber products 
and many more besides. Canara Bank helps 
them expand and grow at home and abroad, 
providing finance and professional advice at 
the right time, at the right place. 

Canara Bank—bankers to the nation's 
industry. 
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IV. ADDITIONAL DUTIES OF EXCISE IN LIEU OF SALES TAX 


1. 

Sugar 

74,42 

71,60 

95,23 

1,16,05 

2. 

Textiles 

1,08,98 

1,26,90 

1,29,42 

1,33,57 

3. 

Tobacco 

1,64,27 

1.79,24 

1,75,95 

1,79,57 


TaiAV—GROSS REVENUE 

3.47,67 

X77J4 

4,00,60 

4.29,19 


Deduct —Refunds and drawbacks 

— 

(-)l,44 

—1,05 

(-)1,14 


Total IV—NET REVENUE 

3,47,67 

3,76,30 

3,99,55 

4,28,05 


(Gro4J 


V. CESSES ON COMMODITIES 

(A) Administered by the Department of Revenue 

1. Handloom Cess on Cotton Fabrics 

2. Handloom Cess on rayon or artificial silk fabrics (Man made 
fabrics) 

3., Handloom Cess on Woollen Fabrics 

4. Oil and oil seeds 

5. Copra 

6. Tea 

7. Cotton 
S. Jute 

9. Crude 
10. Tobacco 


2,26 

4 

1,20 

80 

4.80 

76 

94 

1,01,00 


Total V—^A.: Cesses administered by the Department of Revenue 
(Gross) 

84,66 

1,05,60 

80,86 

1.17,53 

Total vii 

Bl Cesses administered by other Ministries/Departments. 

1. Coal and Coke 

24,87 

27,28 

26,89 

29,74 

1 

2. Rubber 

5,95 

7,00 

6,30 

6,27 


3. Salt 

1,34 

1,71 

1,62 

1,82 

■■ 

4. Iron Ore 

1,02 

71 

1,10 

1,20 

' 

5. Limestone and Dolomite 

67 

70 

65 

75 


Total V.B—Cess administered by other Ministries/Depariments 

33,85 

37,40 

36,56 

39,78 

Total Y,! 

Total W--GROSS REVENUE 

1,18,51 

1,43,00 

1,17,42 

1,57,31 

Total : 
V(OroaC 


Deduct —Refunds and Drawbacks (Deptt of Revenue) 
Total W--NET REVENUE 


1,18,51 


-40 

1,42,60 


1,57,31 Total f! 


Grand Total— EXCISE DUTIES (NET) 

i+n+m+iv+v 


61,47,86 62,64,81 


63,63,34 


70,88,38 I+II-fl 

+VI4- 


♦Revenue from basic duties includes yield from additional duties Icvied'on petroleum products under the Mineral Prodiil 
(Additional Duties of Excise and Customs) Act, 1958. ♦♦Actuals as per Departmental records. (5^ Provisional figure^ 
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■nise p w cwtime Stares of iBcitac fta; ilsAM^xebe ij^otles iod Grants is on R^way fares 


Percentage share of 


States 


Income-tax 


Basic Excise 
Duties 


Additional Excise Duties 


Sugar 


Textiles 


Grant in lieu 
of tax on 

- Railway pas^ 

Tobacco senger fares 


1. Andhra Pradesh 

8.023 

7.698 

5.245 

8.020 

8.018 

6.99 

2. Assam 

2.522 

2.793 

2.40f 

2.298 

2.297 

2.46 

3* Bihar 

9.540 

13,025 

5.933 

7.221 

7.219 . 

9.50 

4. Gujarat 

5.959 

4.103 

8.742 

6.015 

6.013 

S.28 

5. Haryana 

1.819 

1.177 

2.666 

2.790 

2.789 

1.97 

6. Himachal Pradesh 

0.595 

0.521 

0.860 

0.734 

0.734 

0,13 

7. Jammu & Kashmir 

0.818 

0.839 

0.831 

0.744 

0.744 

0.74 

8. Karnataka 

5.442 

4.877 

4.901 

6.083 

6.081 

3.21 

9. Kerala 

3.950 

4.036 

3.783 

3.020 

4.019 

2.61 

10. Madhya Pradesh 

7.356 

8.727 

6.019 

6.422 

6.419 

5.84 

11. Maharashtra 

10.953 

6.633 

17.082 

13.510 

13.506 

15.87 

J2. Manipur 

0.188 

0.218 

0.143 

0.185 

0.185 

. , 

13. Meghalaya 

0.178 

0.200 

0.029 

0.171 

0.171 

. , 

14. Nagaland 

0.085 

0.097 

0.115 

0.084 

0.084 

0.26 

15. Orissa 

3.739 

4,682 

2.178 

3.457 

3.456 

1.73 

16. Punjab 

2.714 

1.226 

6.220 

4.270 

4.268 

3.81 

17. Rajasthan 

4.364 

4.813 

4.729 

4,366 

4.365 

5.48 

18. Sikkim 


.. 

0.057 


0.034 

., 

19. Tamil Nadu 

8.050 

7.641 

6.449 

7.7i6 

7.707 

6.85 

20. Tripura 

0.258 

0.373 

0.172 

0.257 

0.256 

0.04 

21. Uttar Pradesh 

15.429 

18.293 

13.184 

12.549 

12.544 

18.58 

22. West Bengal 

8.018 

8.028 

8.254 

9.094 

9.091 

8.65 

Total 

100.000 

100.000 

100.0 0 

100.000 

100.000 

100.000 


•Other than Duty on electricity for which Stale-wise percentage shares arc given in Stalcmcnt JIIA. 

The Budget. It’s generated 
a lot of interest at lOB. 

Look what this year's budget has done to interest rates on term deposits at iOB. 


Deposit Period 

Old Rate 

New Rate 
(effective 2.3.81) 

1 year and above upto 2 years 

7% 

7.5% 

2 years and above upto 3 years 

7% 

8.5% 

3 years and above upto 5 years 

7% - 8.5% 

10% 


Or iet's put it this way. If you put Rs. 10,000 under our Reinvestment Deposit Plan 
for 36 months, you’ll get Rs. 13,450 when it matures. That's Rs. 1,100 more than you 
would have got before this budget. 

Isn’t it nice to know you've got a great deal going for you at IOB. 

Published in the public interest by: 


Indian 
Overseas 
Bank 

Good people to grow viWi 
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Budget Documente I 


From Crisis Management to Growth 


; _ ■ , . . ■ , ■ ■ 

I The Central Budget for 1981-82 proposes a Plan outlay of Rs ITfiOQ crores compared to 
f Rs 14t600 crores in 1980-81^ This represents an Increase of nearly 20 per cent It recognises 
I the preponderant role of agriculture in our economy and proposes expansion of the area under 
i irrigation by 2.5 miliion hectares- The total non-Plan expenditure for the budget year is 
I estimated at 15,100 crores out of which Defence expenditure will get Rs 4,200 crores. 
I Though there has been a turn for the better, according to the Finance Minister, the 
\ economy remains subject to cost-push pressures especially through international 
'ifnflation arising out of increasing prices of oil and other essential imports. Given below is 
j the text of Part A of the Finance Minister's speech. 


The Budget for 1981-82 has 
been formulated in an econo¬ 
mic situation which continues 
to be difficult, but also shows 
great improvement over the 
desperate conditions prevailing 
a year ago. The *'Economic 
Survey” presented to the 
House this week contains a 
detailed review of develop¬ 
ments in the past year. 1 shall, 
herefore, only review the 
highlights of the economic 
situation as a background to 
presenting the strategy of next 
year’s budget. 

Hon'ble Members will recall 
that when our Government 
took office in January 1980, we 
inherited an economy in ex¬ 
tremely poor shape. It was 
reeling from a disastrous eco¬ 
nomic performance in 1979-80, 
when the Gross National Pro¬ 
duct declined by 4 5 per cent, 
and prices increased by over 
21 percent. Neglect and mis¬ 
management of the infrastruc- 
\te Imd produced a crisis situ- 
'lition in key sectors such as 
coal, power and railways. 

Faced with this grim situa¬ 
tion, our overriding objective 
was to arrest the deterioration 
and set the economy once 
again on the path of stability 
and growth. This was no easy 
task. The severe drought of 
1979-80, and the accumulated 
problems in management of 
the infrastructure, cast a long 
shadow over 1980-81. 

Efforts to improve infrastruc- 
^ture performance deserved and 
eceived the highest priority 
in 1980*81. A mechanism for 
crisis management was estab¬ 


lished, with special adminis¬ 
trative arrangements to moni¬ 
tor and co-ordinate Govern¬ 
ment action in this area, and 
to set clear priorities. It took 
time for these efforts to bear 
fruit, but by the middle of 
the fiscal year, all the three 
sectors, power, coal and rail¬ 
ways showed distinct im¬ 
provement. 

Power generation suffered in 
the early months of 1980-81 
because of very low hydro¬ 
electric generation. This was 
a direct consequence of the 
acute drought of 1979, which 
left the reservoirs severely dep¬ 
leted through the lean summer 
months of 1980. Hydro-elec¬ 
tric generation picked up after 
July when most of the reser¬ 
voirs were replenished by the 
monsoon. There was also a 
very substantial improvement 
in thermal generation. The 
problems of coal availability 
which had plagued thermal 
power plants during 1979 were 
substantially overcome and 
rail movement of coal to ther¬ 
mal plants was organised on a 
priority basis. Strenuous efforts 
were also made to improve 
operational efficiency by ini¬ 
tiating betterment and reno¬ 
vation programmes in the 
States with technical advice 
from Central Agencies. As a 
result, thermal electricity gene¬ 
ration in November and De¬ 
cember 1980 was 21 per cent 
higher than in the same months 
in 1979. For the year as a 
whole, electricity generation is 
likely to show an increase of 
about 6 per cent over 1979-80. 


However, in the second half of 
1980-81 generation would be 
about 13 per cent higher than 
the second half of the pre¬ 
vious year. 

Coal production in 1980-81 
also shows a marked improve¬ 
ment. The production of coal 
and lignite li^d remained more 
or less stagnant at about 106 
million tonnes since 1976-77. 
This frustrating spell of stag¬ 
nation has been broken and 
production is expected to ex¬ 
ceed 115 million tonnes in 
1980-81. Better availability 
of power was one of the im¬ 
portant factors behind this im¬ 
proved performance. 

The railways have shown im¬ 
provement in the movement 
of freight in recent months, 
breaking a pattern of deterio* 
ration witnessed over the past 
three years. 

Industrial production in 
1980-81 reflected the progress 
made in removing infrastruc¬ 
ture constraints. 1 have al¬ 
ready mentioned that hydro¬ 
electric generation was very 
low in the first three months of 
1980-81 because of the deple¬ 
tion of reservoirs. The result¬ 
ing shortage of power depress¬ 
ed industrial production 
through much of the first half 
of 1980-81. However, with the 
easing of infrastructuro cons¬ 
traints in the second half of 
the year, industrial production 
has picked up. For the year as 
a whole, it is likely to show a 
growth of about 4 per cent. 
This compares with a decline 
of 1.4 per cent in 1979-80. 

In addition to efforts at im¬ 


proving infrastructure per¬ 
formance, the Government alio, 
took wide ranging measures 
designed to create conditions 
conducive to rapid industrial 
expansion. Hon’ble Members 
will recall that the Budget for 
1980-81 contained specific fisoid 
incentives designed to 
courage investment activity^ 
This was followed by theL^ 
dustrial Policy Statement pf 
July 1980 in which sevei^ 
promotional measures were 
announced. Steps were also 
taken in the course of the year 
to increase the flow of invest* 
ment finance to industry. A 
new policy has been enunciat¬ 
ed to permit investment fundi 
from oil exporting developing 
countries to flow into new 
units in selected industries in 
the form of portfolio invest¬ 
ment. The guidelines for issue 
of debentures were revised 
to permit more effective use 
of this instrument for mobili¬ 
sation of funds. 


Long-term Expansion 

Although the promotional. 
impact ot these measures could 
not manifest itself fully in 
1980-81 because of infrastruo-; 
ture bottlenecks, they have 
undoubtedly set the stage for 
longer term industrial expan¬ 
sion in the coming years. 

The performance of agri¬ 
culture in 1980-81 gives every 
ground for satisfaction and 
provides great reassurance 
about the basic health of this 
vital sector of our economy. ; 
The weather in 1980-81 was.' 
favourable in most, but by no^ 
means all, parts of the coimti%4 
and this created conditions.) 
conducive to an agricultural ) 
recovery. The total produo*! 
tion offoodgrains in 1980-8r^ 
is likely to exceed 132 millioii ^: 
tonnes, which is more than 23 ^ 
million tonnes higher than in i 
1979-80. It will surpass the 
previous peak level achieved 
in 19 78-79» and yet weather : 
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^Msditions were less favour- 
j iAlcthan in that year. The 
j gains in foodgrains production 
, in 1980-81 have been accom¬ 
panied by a very substantial 
: movery in sugarcane produc¬ 
tion. Production of fibre crops 
was also good. 

This excellent performance 
testifies to the soundness of 
the agricultural strategy we in¬ 
troduced in the late sixties. 
This strategy was vigorously 
pursued in 1980-81. A con- 
ct.Tted efibrt was made to en¬ 
sure adequate production of 
quality seeds. I’he area under 
high yielding varieties was ex¬ 
panded to 48 million hectares 
compared with only 35.2 mil¬ 
lion hectares in 1979-80. Large 
imports of fertilisers were 
undertaken to supplement do¬ 
mestic production. Fertiliser 
consumption in terms of nut¬ 
rients is estimated to have in¬ 
creased from 5.26 million ton¬ 
nes to 5.6 million tonnes. 
Expansion of Irrigation re¬ 
ceived special attention and 
the agricultural extension ma¬ 


chinery was stren^ened to 
ensure a more effective transfer 
of technology. 

The excellent performance 
of agriculture, combined with 
the beginning of a recovery in 
industry, is likely to produce 
an overall growth of 6.5 per 
cent in the Gross National 
Product. This is an important 
achievement, but I must cau¬ 
tion against complacency. The 
progress made needs to be con¬ 
solidated, and further momen¬ 
tum must be built up if the 
recovery of 1980-81 is to ma¬ 
ture into full fledged growth 
next year. This calls for a 
realistic assessment of the 
strengths, as well as the weak¬ 
nesses, of the economy. 

The economy continued to 
be subject to inflationary pres¬ 
sure during 1980-81 although 
there can be no doubt that 
there was a marked improve¬ 
ment over 1979-80. The in¬ 
crease in prices during 1980-81 
upto the end of January 1981 
has been 13.5 percent. It was 
nearly 20 per cent in the same 


period of the previous year. 
Tnflatiooary pressures were 
particularly severe in the first 
half of the year because of the 
after effects of the drought of 
1979 and this was especially 
evident in the behaviour of 
sugar, gur and khandsari 
prices. With the improvement 
in the supply situation in the 
second half of the year, there 
was a definite improvement. 
Prices declined from the mid¬ 
dle of October to the end of 
December. They have risen 
since then, partly because of 
the unavoidable increase in 
petroleum prices effected in 
January. However in recent 
weeks, the increase in prices 
has moderated, 

I must caution however that 
although inflation has abated, 
it has not been overcome. 
The economy remains subject 
to continuing cost push pres¬ 
sures, including especially the 
transmission of international 
inflation through rising prices 
of oil and other essential im¬ 
ports. Since these cost push 


pressures aie Irtoly to pecsist, 
continued vigilance is required 
in the coming year, it is es-. 
sential to evolve a strategy for 
coping with cost push inflation 
effectively by tabling the 
problem at its roots. This 
is not only a matter of demand 
management, it also requires 
an all out effort to increase 
efficiency and adiieve higher 
productivity. 

Monetary and credit policies 
in 1980-81 were tailored to 
the requirements of the in¬ 
flationary situation and com¬ 
mercial credit was strictly 
regulated. In addition, steps 
were taken to ensure that the 
distribution of bank credit 
conforms to our economic 
and social priorities, l^e 
Reserve Bank has evolved 
guidelines to ensure that an 
increasing share of priority 
sector credit is directed to 
weaker sections, especially 
those identified in the 20 Point 
Programme. According to 
these guidelines, 40 per cent 
of priority sector lending is to 



On any crucid journey, 
the first step often 
the hardest one. Ask any 
pioneer. Ask us. 


A small step for man sometimes turns 
out to be a giant leap for mankind. 
That’s the reward for the pioneer - and 
it comes but rarely. A lot of planning, 
investment and heartbreaks go into that 
first faltering step. 

The pioneering spirit is by no means 
new to India. In Abrasives, it was a 
South Indian craftsman who made the 
first bonded grinding wheel - a small 
step in the field of precision finishing* 
which helped evolve the concept of 
mass production. 




Today, the searching, inventive spirit 
motivates the men at Carborundum 
Universal. First with Abrasive grains, 
then with Super Refractories, and now 
with Electrocast Refractories, we have 
brought new techniques and materials to 
the service of Indian Industry. 

Creative technology is the key word. 
Meeting today's basic needs. Anti¬ 
cipating tomorrow's technological 
demands. Making scarce materials go 
farther. 

There aren't many like us around. 


Making scarce materials go farther 


PINCODE FOR 
FAST MAIL 


CARBORUNDUM-UIMIVEReAL. LTD. 

28, Rajaji Road,Madras 600001 
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be«srixiiilMd forllw MgtiotA* 
tural sector. Half of the direct 
^^Jendingby commercial banks 
to agrs^ture and allied act!* 
vities will be directed to small 
and marginal farmers and 
agricultural labourers. Fur¬ 
thermore. 12.5 per cent of 
total credit advanced to small- 
scale industries will be reserv¬ 
ed for rural artisans, village 
craftsmen and cottage in¬ 
dustries. 

The expansion of banking 
in the rural areas is continuing 
and the programme of esta- 
Tblishing Regional Runil 
Banks has been accelerated. 
There were only 60 such banks 
at the end of December 1979. 
There will be one hundred by 
the end of March 1981. Ano¬ 
ther 25 Region'll Rural Banks 
will be established in the year 
1981-82. It is proposed to in¬ 
crease their number to 170, 
covering 270 districts, by the 
end of the Sixth Plm. A 
National Bank for Agricultu¬ 
ral and Rural Development 
will be established as an apex 
institution to meet the credit 
needs of the rural community 
and a bill to this effect will be 
introduced shorly. 

Lie Reorganisation 

This is an appropriate oc- 
ston to inform the House that 
we have decided to undertake 
a major re-organisation of the 
Life Insurance Corporation 
in order to strengthen its 
ability to meet the challenges 
of the future. The Corpora¬ 
tion has an impressive record 
of extending insurance ser- 
' vices to the community. In 
the process it has grown very 
considerably in size. It has. 
therefore, become desirable to 
restructure the Corporation 
into more manageable units 
in the interest of operational 
efficiency and also to allow an 
element of healthy competi¬ 
tion. Accordingly, we have 
decided to re-organise the 
Corporation into five indepen¬ 
dent units with a co-ordinating 
body to provide supervision 
and guidance on matters of 
common intemst. I have no 
doubt that these changes will 
improve the quality of service 
revered to policy holders. 
This fe-organ»ation will im- 


pait a greater degm of dyna¬ 
mism into the wooing of these 
institutions, and this will help 
to extend life insurance into 
the rural areas, where only 
limited headway has been 
made so far. 

Mouting Crude Bill 

The balance of payments 
situation facing the country 
gives cause for concern. Ris¬ 
ing prices of imported oil have 
added enormously to the ex¬ 
ternal payments burden on the 
economy. The import bill for 
crude oil and petroleum pro¬ 
ducts is likely to reach Rs 
5,600 crorcs in 1980-81, com¬ 
pared with only Rs 1,677 cro- 
res two years ago. Most of 
the increase is due to the in¬ 
crease in oil pric:s. The total 
import bill in 1980-81 is likely 
to be around Rs 11,300 crore.s 
whereas exports arc projected 
to be only Rs 7,100 crores. 
Even after allowing for the 
surplus on net invisibles, the 
country has to finance a 
balance of payments deficit of 
about Rs 2,000 crores in 1980- 
81. This is much larger than 
the amount of external assis¬ 
tance available, and it has led 
to a significant drawdown of 
foreign exchange reserves. Jt 
IS. therefore, essential to evolve 
a strategy for bringing the 
balance of payments under 
control. The Government has 
already taken a number of 
steps in this direction. 

High priority has been ac¬ 
corded to oil and natural gas 
exploration in order to reduce 
our dependence on imported 
supplies as much as possible. 
The Oil and Natural Gas Com¬ 
mission has found evidence of 
hydrocarbons in several struc¬ 
tures both offshore and on¬ 
shore and it is essential to 
pursue the exploration and 
development effort with all the 
resources at our command. 
To this end an ambitious pro¬ 
gramme is envisaged for the 
Oil and Natural Gas Commis¬ 
sion and Oil India Ltd. The 
urgency of the situation is also 
such that the Government has 
decided to supplement our 
domestic capability by engag¬ 
ing foreign parties on contract 
on a production sharing basis, 
to hasten the pace of explora¬ 


tion Imd development of poten¬ 
tial oil-fields. It is expected 
that the foreign companies 
selected under this scheme will 
commence work in the second 
half of 1981-82. 

The balance of payments 
situation also calls for strong 
support to exports and the 
Government has taken several 
important initiatives in this 
regard recently. Hon’b!e 
Members will recall that in my 
Budget speech last year 1 sta¬ 
ted that the Government had 
taken a decision to establish 
an Export-Import Bank to 
assist in the financing of inter¬ 
national trade. The details of 
this proposal heve now been 
worked out. and it is proposed 
to introduce a Bill in the cur¬ 
rent session foi setting up the 
Export Import Bank as a 
statutory corporation. I am 
providing Rs 70 crores in the 
Budget for this purpose. 

There is also considerable 
scope for import substitution 
by increasing domestic produc¬ 
tion and expanding capacity 
in sectors such as steel, cement, 
fertiliser, non-ferrous metals 


and oilseeds. This k beti^^ 
vigorously pursued. - \ 

The strategy of the Budget' 
I am about to present flowed 
from my assessment of they 
state of the economy. We have? 
come out of the crisis situation' 
which prevailed a year ago. 
The agricultural sector has re¬ 
covered and is well poised far 
continued growth. The indus^ 
trial recovery is as yet partial, 
but the various policy initia¬ 
tives already taken have creatt^d 
conditions favourable for an 
induitrial revival. With fur** 
iher improvement in infrastruc¬ 
ture performance, the consr 
traiiits on industry in the com? 
ing year should be substan¬ 
tially cased. The emphasis in 
1981-82 must therefore shift 
from crisis management tc 
growth. 

The tasks ahead of us have 
been clearly indicated in tht 
Sixth Plan, which has nerv 
been approved by the Nationa 
Development Council. T^hi 
Plan establishes a target of S.i 
per cent growth per annujB 
and calls for an ambition 
public sector investment pro 


We Deal in 
Foreign Exchange 

I We have built up special expertise in Foreign 
H Exchange business. Expert assistance and 
i; prompt courteous service at all our branches. 

If you have any problems in Import, Export, 

\\ Foreign Exchange etc. please leave them to us 
and relax. 

j THE UKSHMI VIUS BUNK IIMITED i 

Regd. Officej Admn. Office: 

Karur*63900i Madras-600086 

N. V. SRINIVASAN 
I; Chairman. 
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Lighting up 
rurai Bangia Desh 



ALIND exports 

Aluminium Conductors 
worth Rs.4.5crores 


ALIND has just completed the 
largest single export order for 
aluminium conductors. Eleven 
thousand and fifty eight (11058) 
km of "Swallow" "Raven" and 
" Penguin " ACSR ( Aluminium 
Conductor Steel Reinforced ) to 
BANGLA DESH. All Conductors 
conforming to the standards set 
by ASTM of the USA. 

This prestigious order, won against 
international'competition and now 
successfully executed. highlights 
the resources and capability 
of ALIND to carry out large export 
contracts. 


ALIND exports its products to over 
30 countries. In fact ALIND has 
repeatedly won awards for 
outstanding export performance 
from the Engineering Export 
Promotion Council of India and the 
Cable and Conductor Manufacturers 
Association of India. 

The Company's excellent export 
record and unrivalled experience in 
conductor technology have enabled 
ALIND to export its technical know* 
how. A significant achievement in 
this area is the setting up of a 
turnkey project in Nigeria to 
manufacture conductors and cables. 


The basic strength of ALIND is 
QUALITY. And its range of products 
now includes: 

• ALUMINIUM CONDUCTORS 
AND CABLES 

• SPECIAL STEEL WIRES 

• WIRE-PROCESSING 
MACHINERY 

• MINIMUM OIL ft SFa GAS 
CIRCUIT BREAKERS- 

• MINING AND MATERIAL 
HANDLING EQUIPMENT 

• STATIC RELAYS 




aiimM the aluminium INDUSTRIES LTD. 


Regd. Office : Kundara, Kerala, India 
Works at Kundara Mannar, Hirakiid, Hyderabad Trivandrum 
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gramme of Rs 97.500 crores. linanciaf savings is the exis* and upto five years. An an- present to S.5 per cent. Til 

As in the past, agricultural tcncc of high rates of infla- nounccment to this effect is rate paid on deposits abov* 

development, with special em- tion. In an inflationary situ- being made by the Reserve three years maturity will b 

phasis on the weaker sections, ation it becomes essential to Bank. The interest rate paid on raised from 8.5 per cent a 

is the centrepiece of our deve- provide adequate incentives deposits above one year ma- piesent to 10 per cent, 

lopment strategy. But the to financial savings. Since turity and upto 2 years will be The interest rate paid b; 

Sixth Plan a]so identifies some bank deposits arc the most im- raised from 7 per cent at pre- banks on deposits above fiv 

other areas which have become portant single mechanism for sent to 7.5 per cent. The rate years is unchanged, but a nev 

especially critical. The energy- financial savings» it has been paid on deposits above two National Savings Certificat* 

transport system comprising decided to raise the interest years and upto three years will will be issued with a maturtt: 

such critical sectors as power, rate on maturities from one be raised from 7 per cent at of six years which will carry ai 

coal, oil, ports and railways, ___ --- 

requires massive investments _. . _ 


if these sectors are not to be¬ 
come a constraint upon eco¬ 
nomic growth. 

f The Budget must make a 
beginning in und Ttaking these 
large and urgent t isks. But it 
must do so in the full know¬ 
ledge that the threat of infla¬ 
tion has not been fully over¬ 
come. The fiscal deficit should 
therefore be kept within tole¬ 
rable limits At the same time, 
taxation must be used judi- | 
ciously so that it does not fan 
the flumes of inflation as hap- I 
pened in 1979-80. ! 

Fiscal Discipline 

Along with'fisc il discipline 
wc must also take steps to en¬ 
courage the flow of private 
savings into the fin inc'a’ sys¬ 
tem. Only thus can wc ensure ^ 
adequate availability of non¬ 
inflationary financing to meet ; 
the rapidly expanding needs of ' 
the economy. This flow of 
resources into the financial ' 
system i', threatened in two 
ways and wc must tackle both. 

First of all. it is threatened 
by the pernicious growth 
of the black economy. This 
generates income flows which 
f cannot easily surface in the 
financial system and are there¬ 
fore directed into socially 
harmful activity such as hoard¬ 
ing, profiteering, speculation 
and wasteful consumption. 
This only stokes the fires of 
inflation. The Government 
has recently taken a major ini¬ 
tiative to direct some of the 
resources circulating in the 
black economy into the public 
exchequer through the sale of 
Special Bearer Bonds, Further 
action on a wide front is neces¬ 
sary to check the generation of 
black money so that this so¬ 
cial evil is progressively elimi¬ 
nated from our society. 

A second impediment to 



Wise Parents care... 

they save with PNB to give their child that loving care) 

It is every parent's desire to give their children care... love... security. PNB's various ^ 

• ettrsetive savings schemes help them to save and ensure a bright future for their children. ^ 

; Recurring Deposit Sohemo— A small amount 6f Rs. 5 or more can be deposited ^ 
f every month. Special Fixed Deposit Scheme— Lump sum invested today earns a monthly \ 
Jinterest while principal remains intact. Multi Benefit S Old Age Deposit Schema— Amount 
- deposited today almost doubles in seven years. 

, ai punidb nokionQl bonk 

I ^ (A Government of India Undertoking) . J 

V^ name you can BANK upon / . ^ ■ M 



i 









A vehicle 
is fudged 
by the company 
it keeps 


TVS has been 
keeping vehicles 
in shape for 
over 60 years 



TVS first made its appearance on the Indian scene 
over 60 years ago,* pioneering the transport industry. 


ID 
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The company grew on the trust of its customers by supplying 
quality spares and offering impeccable maintenance and repair service. 

Service at TVS means that every vehicle gets the same dedicated 
attention, whether it comes for a minor repair or a major overhaul. 

Even now TVS carries on this tradition of customer service, which 
is why some customers can't think of going anywhere else. 

Today, TVS has a wide network of branches for the distribution 
of genuine and quality spares, tested for reliability, and service 
centres that afford prompt and efficient service ail over the South. 


It's the quality of its service that has earned TVS a 
place in the hearts of hundreds of satisfied customers *• 
many of whom have been with TVS for decades. 

So, If you're looking for comprehensive and quality 
service, whether repairs or replacements—come to TVS. 



YOU 

CAN TRUST 
TVS 


T V Sundram Iyengar & Sons Ltd., Madurai and branches^ Sundaram Motors Madras and branches. 
Madras Auto Service Madras and branches. 
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intereit rate of li ptt cent. 
This will provide the necessary 
incentive for encouraging 
^longer term savings. 

In addition to these mea¬ 
sures, I propose to raise the 
interest rate ceiling on deben- 
tures from 12 per cent at pre¬ 
sent to 13.5 per cent. This is 
in line with the other interest 
rate changes proposed, and it 
will encourage large industrial 
units to raise their require¬ 
ments of investment finance 
through their own efforts. It 
is essential that these units, 
which have the capacity to 
^ mobilise resources through the 
financial markets, should make 
greater efforts in this di rection 
and thus reduce the burden on 
the term lending institutions. 

At present, public companies 
are permitted to accept ilepo- 
sits from the public upto 25 
per cent of the aggregate of 
their paid up sh'TC capital and 
frea reserves. They are also 
allowed to accept deposits 
upto 10 per cent of paid up 
capita] and free reserves either 
from their shareholders or 
from others when guaranteed 
by a Director of the company. 
These limits do not apply to 
inter-company deposits. These 
provisions governing company 
deposits will be continued. 
However, it is proposed to 
impose a ceiling of 15 per cent 
on the interest rate which can 
be paid on these deposits. The 
requisite orders giving effect 
to these decisions are being 
issued. 

Relaxed Guidelines 

As a further step in facili¬ 
tating investment in industry 
we have decided to relax the 
requirement under the Stock 
Exchange guidelines that pro¬ 
moters can only hold a maxi¬ 
mum of 40 per cent of the 
equity of a new company. This 
provision conflicted in some 
cases with the requirement of 
the financial institutions that 
promoters put up a minimum 
percentage of the total cost of 
the project. This potential con¬ 
tradiction between two diffe¬ 
rent requirements had given 
rise to considerable difficulties 
in the implementation of new 
projects. In order to overcome 
these proUems, promoters will 


be idlowed to hold higher 
equity than the 40 per cent 
limit during the initial stages 
of a project. However, equity 
holdings above 40 per cent 
will have to be divested within 
three years from the date of 
commercial production by an 
offer of sale to the general 
public. This rationalisation 
should speed up the implemen¬ 
tation of new projects in in¬ 
dustry. 

I am confident that these 
wide-ranging measures will 
help to encourage the flow of 
savings into the financial sys¬ 
tem and increase the availabi¬ 
lity of funds for industrial in¬ 
vestment. They create highly 
favourable conditions for 
growth in the coming year. 

Having outlined the broad 
approach I have adopted in 
formulating the Budget and 
some associated policy initia¬ 
tives, I will now turn to the 
revised estimates for 1980-81 
and the Budget estimates for 
1981-82. 

Revised Estimates 

The Budget estimates for 
1980-81 had envisaged a deficit 
of Rs 1,445 crores. However, 
as a result of discussions bet¬ 
ween the States and the Plan¬ 
ning Commission, the Slate 
plan outlays were increased in 
a number of cases. Central 
assistance for State Plans was 
increased by Rs 310 crores. 
We have also to provide addi¬ 
tional assistance of Rs 58 
crores to the Rural Electrifi¬ 
cation Corporation. The pro¬ 
vision of short term loans to 
the States for supply of agri¬ 
cultural inputs also had to be 
increased by Rs 25 crores. 

In addition, the Central 
Government has to provide 
assistance of Rs 90 crores to 
the States to help in flood 
relief work. Special loan as¬ 
sistance of Rs 76 crores is 
being provided to certain 
North Eastern States including 
Assam to meet the gap in their 
resources caused by their ex¬ 
ceptional difficulties. 

A larger provision for sub¬ 
sidies is being made than ori¬ 
ginally envisaged. The pro¬ 
vision for net outgo on imf^rt* 
ed fertilisers is being increased 


by Rs 104 crores. The provision 
for food subsidy, subsidy on 
controlled cloth and provision 
for cash compensatory sup¬ 
port and market development 
for exports are also being in¬ 
creased by Rs 110 crores. 

The provision for Defence 
expenditure has to be increas¬ 
ed by Rs 200 crores. 

The financial position of 
certain public sector under¬ 
takings did not show the re¬ 
covery anticipated at the Bud¬ 
get stage. Additional non- 
PJan assistance of Rs 104 
crores to these undertakings 
has therefore become neces¬ 
sary. 

Turning to the Central Plan 
expenditure, I am happy to 
inform the House that expen¬ 
diture in crucial sectors like 
power, coal and petroleum has 
been satisfactory. The House 
will also be happy to note 
that the level of disbursements 
of the Agricultural Refinance 
and Dwvelopmcnt Corporation 
has far exceeded the initial 
Budget estimates, and I am. 
therefore, providing an addi¬ 
tional sum of Rs 126 crores to 


the Corporation, An’ addW 
tional provisionj of Rs 
crores is being made for Indtta^ 
trial Development Bank o|! 
India to enable it to me^t' 
its rising commitments. 
certain sectors like steel and^ 
civil aviation, there has be^ 
a shortfall in internal resourcef 
generation and budgetary sup¬ 
port for their Plans has to be 
significantly stepped up. There 
may be some shortfalls in the 
Plan expenditure in some see* 
tors. However, even aft«; 
taking these into account, the 
budgetary support for the 
Central Plan in 1980-81 will be 
Rs 397 crores higher in the 
Revised estimates. 

The total expenditure of the 
Central Government is now 
estimated at Rs 22.808 crores 
compared with Rs 21,467 cr6- 
res in the Budget. 

Turning to receipts, 1 ait 
happy to inform the HouiM 
that despite the concessions ir 
income tax allowed in the Bud¬ 
get for 1980-81, lax revenue; 
have not suffered. My judge 
ment that lower rale ot'iaxa 
lion will promote better volutl 
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seems to have 
ynulicated. The receipts 
; ran Corporation Tax would 
''‘f higher hy Rs 35 crores coni- 
: <ared with the Budget estimate 
»fRs 1515 crores. Receipts 
rom Union Excise Duties are 
^Iso estimated to be higher by 
Is 99 crores , compared 
the Budget estimate of 
4s ^265 crores. The receipts 
|roin Customs Duties are likely 
exceed the Budget estimate 
[ it Rs 2989 crores by as much 
Rs 361 crores in the current 
J ji^r due to larger imports and 
, figher international prices. 

; ■jiftcr deducting the States* 

. :?^aare of various taxes, the net 
' ^IX revenue of the Centre is 
> ow estimated to bcRs4l9 
Tores more than the Budget 
^imatc of Rs 8922 crores. 
Capital receipts, too, show 
n improvement of Rs 245 
rores over the Budget esti- 
tale of Rs 7,694 crores. This 
; because of higher market 
^ arrowing of Rs 104 crores 
; nd estimated receipts ofRs 
^ -80 crores fiom the sale of 
/ .^ciat Bearer Bonds, olfset 
y some shortfalls elsewhere. 


Total receipts are now esti¬ 
mated at Rs 20,833 crores com¬ 
pared with the Budget estimate 
of Rs 20,022 crores. The cur¬ 
rent yeai is now expected to 
close with a deficit of about 
Rs 1,975 crores. The House 
will appreciate that almost the 
entire increase in the budgetary 
deficit is accounted for by 
larger budgetary support for 
State and Central Plans. 

Budget Estimates 

The Budget for 1981-82 re¬ 
flects ihe objectives, priorities 
and programmes of the Sixth 
Plan. Plan outlays of the 
Centre, States and Union Ter¬ 
ritories in 1981-82 are estima¬ 
ted at Rs 17,479 crores, com¬ 
pared with Rs 14,593 crores in 
Budget estimates 1980-81. This 
represents an increase of nearly 
20 per cent. The Plan outlay 
of the Centre for 1981 82 is 
being stepped up very consi¬ 
derably to Rs 8,6; 9 crores from 
Rs 7,340 crores in Budget 
estimates 1980 81, an increase 
of 17.4 per cent. This will be 
financed by budgetary support 
of Rs 6,309 crores, and inter¬ 


nal and extra-budgetary re¬ 
sources of Public Sector Un¬ 
dertakings ofRs 2310 crores. 
The total of the approved Plan 
outlays of States and Union 
Territories will be Rs 8,860 
crores as against Rs 7,253 
crores in Budget estimates 
1980-81, that is, an increase of 
22 per cent, A provision of 
Rs 3,462 crores has been made 
for Central assistance for the 
Plans of the States and Union 
Territories. 

Agriculture has a preponde¬ 
rant role in our economy and 
its develonmcnt sets the pace 
for the economy as a whole. 
The Annual Plan outlay for 
agriculture in the Central and 
State Plans has been stepped 
up to Rs 1,047 crores from 
Rs 925 crores in Budged esti¬ 
mates 1980-81. Expansion of 
the area under irrigation is the 
most important single factor 
enabling a shift to high pro¬ 
ductivity scientific farming. 
Accordingly it is proposed to 
add 2.5 million hectares under 
irrigation in 1981-82. The 
outlay for major and medium 
irrigation in the Annual Plan 


of the Centre and States for 
1981-82 isJIbeing raised sub¬ 
stantially to Rs 1408 crores 
from Rs 1213 crores in Budget 
1980-81. The outlay on minor 
irrigation will be Rs 301 cro¬ 
res compared with Rs 266 
crores in 1980-81. 

Parallel with the effort at 
boosting total agricultural pro¬ 
duction, the Annual Plan lays 
great stress on special pro¬ 
grammes to benefit the weaker 
sections of rural society such 
as landless labour, small and 
marginal farmers, rural arti¬ 
sans and scheduled castes and 
scheduled tribes. One of the 
important programmes which 
this Government has launched 
for this purpose is the National 
Rural Employment Programme. 
We are providing Rs 180 cro¬ 
res in the Central Plan for this 
programme and this will be 
matched by an equal amount 
from th ‘ States. 

Anolhei important initiative 
aimed at helping the weaker 
sections is the Intcgfated Rural 
DcvclopmtM't Programme. This 
programme absorbs the earlier 
complementary, and somc- 
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times overlfti^hgi programmes 
aimed at particular sections 
;of the population. We have 
provided Rs 198 crores for this 
programme as well as for spe¬ 
cial programmes such as 
Desert Development and Dro¬ 
ught Prone Area Programmes. 
With an equivalent contribu¬ 
tion from the States, it is ex¬ 
pected that the Integrated 
Rural Development Programme 
will help three million families 
to go above the poverty line in 
1981-82. 

Central assistance for the 
^Special Component Plans for 
^Scheduled Castes was introdu¬ 
ced in the very first Budget 
of the present Government. 
We have provided Rs 110 cro¬ 
res for the next year. In ad¬ 
dition, Rs 13 crores will be 
invested in the Scheduled 
Castes Development Corpora¬ 
tions of States. Along with 
an equal contribution from the 
States, this will enable these 
Corporations to raise sub¬ 
stantial funds from the financ¬ 
ing institutions. The tribal 
' sub-plan, which is the vehicle 
for the development of tribal 
areas will receive an augmen¬ 
ted provision of Rs 85 crores 
during 1981-82, compared with 
Rs 70 crores in 1980-81. A 
provision of Rs 92 crores has 
been made for the Special Hill 
Development Programme corn- 
pared with Rs 61 crores in 
1980-81. 

Drinking Water 

In pursuance of the Govern¬ 
ment’s policy to accelerate the 
provision of safe drinking 
water in problem villages, an 
' amount of Rs 110 crores has 
been allocated in 1981-82. 
Together with the provisions 
made in the State Plans, this 
would enable about 36,000 
additional villages to be cover¬ 
ed during the next year. 

The Annual Plan accords 
high priority to the all impor¬ 
tant task of expanding capaci¬ 
ties in sectors such as oil, coal 
and power. It is proposed to 
provide Rs 580 crores for coal 
and lignite projects in 1981-82. 
This represents an increase of 
31 per cent over the provision 
of Rs 443 crores in 1980-81. 

Large increases have also 
been made in the outlay for 


power in the Central Plan. We 
have provided Rs 721 crores 
in 1981-82 compared to Rs 520 
crores in the last Budget. This 
reflects the expanding role of 
the Centre in the power sector. 
We propose to take up the 
Dulhasti Project in Jammu 
and Kashmir and the Koel 
Karo Project in Bihar in the 
Central sector in the coming 
year. The total outlay for the 
power sector in the Stale and 
Central Plans taken together 
is Rs 3326 crores compared 
to Rs 2745 crores provided in 
the Plan for 1980-81. Addi¬ 
tional generating capacity of 
3000 MW is expected to be 
commissioned during 1981-82. 
The rural electrification pro¬ 
gramme provides for electrifi¬ 
cation of 22,000 villages and 
energisation of 425,000 
piimpsets in the coming year. 

Increased Outlay 

In keeping with the high 
priority accorded to explora¬ 
tion and development of oil 
and natural gas resources, the 
Plan outlay for the petroleum 
sector has been increased to 
Rs 1011 crores in 1981-82 
compared with Rs 780 crores 
in the current year. An outlay 
of Rs 67 crores is proposed in 
the petrochemical sector. 

An outlay of Rs 796 crores 
is being provided for steel in 
1981-82. A significant develop¬ 
ment in this area is the recent 
commissioning of the Demons¬ 
tration Plant for Sponge Iron 
Production at Kothagudem. 
This project is of special signi¬ 
ficance to India since the 
technology for production of 
sponge iron by using non¬ 
coking coal will enable us to 
overcome the constraints im¬ 
posed by the limited reserves 
of coking coal in our country. 

The Annual Plan for 1581-82 
envisages a significantly higher 
outlay of Rs 223 crores for 
minerals development against 
Rs 130 crores in 1980-81. This 
includes a provision of Rs 90 
crores for the Orissa Alu¬ 
minium Project which will be 
implemented by the new 
National Aluminium Company 
registered with headquarters 
at Bhubaneswar in Orissa. 
The bulk of the project cost is 
expected to be financed by 


external credit and commercial 
borrowings. 

In tune with our concern 
for improving transport faci¬ 
lities, wc have enhanced the 
outlay in the Central Plan 
for the transport sector to 
Rs 1535 crores from Rs 1351 
crores in 1980-81. Hon'ble 
Members are already aware 
that a substantial increase has 
been made in Ihc Plan outlay 
of the Railways from Rs 760 
crores in 1980-81 to Rs 980 
crores. A provision of Rs 108 
crores has been made for the 
development of ports which 
includes construction of addi¬ 
tional berths at Kandla, Tuti- 
corin and Visakhapalnam. 

In tune with our drive to 
improve and modernise com¬ 
munication facilities, it is pro¬ 
posed to extend 200,000 direct 
telephone connections during 
1981-82. An outlay of Rs 518 
crores for Posts and Tele¬ 
graphs including communi¬ 
cations has been provided in 
the Plan. 

An outlay of Rs 390 crores 
is being provided for chemicals 
and fertilisers which includes 


substantial provision for thi 
gas-based fertiliser projects 
Thai Vaishet, Hazira 
Namrup. Proposals for 
nitrogenous and phosphatjji^ 
fertiliser plants are also bei^ 
finalised. ' 

Village and small industriea| 
have an immense potential fot' 
providing employment white 
sustaining the traditional artfl| 
and skills of the village artisans 
and craftsmen. An outlay o| 
Rs 162 crores has been ear? 
marked for these sectonjl 
adding to the outlays ,ctf 
Rs 153 crores in the Plans 
the States and Union Terrii 
tories. ’ 

J'inally 1 come to the lai 
important question of popil^ 
lalion growth. All our efibrjti 
at eradicating poverty will hi 
frustrated if wc cannot reduoit 
the rate of population growth' 
Wc have taken up revitaiisib' 
tion of the Tamily Welfan 
Programme in earnest. A pro¬ 
vision of Rs 155 crores ii 
being made for this programmi 
in 1981-82. 

The Government is dcepl) 
concerned about the lack o 
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[M^quate communication faci- 
l|iities in the North-East. We 
jibave therefore, decided to take 
*UP six National Highways 
' With a total length of 1700 
^Kinsat a total cost ofRs70 
lorores. It has also been 
1 decided to establish a more 
4^rect connection from Now- 
to Dimapur on National 
'*High way No. 36 at a cost of 
Rs 16 crores. Certain missing 
f links on the road running 
i along the Tndo-Bangladesh 

! Border in Meghalaya will be 
complcled ut a cost of Rs 26 
t ororcs. 

^ Non-Plan expenditure has 
^ been subjected to careful scru- 
tiny to keep it to the mini- 
* mum. Defence expenditure is 
® estimated at Rs 4200 crores 
as against Rs 3800 crores in 
tthe current year. I am sure 
1 the House will agree with me 
* that in these difficult times the 
i reasonable requirements of 
, 1 defence should be fully met. 

J A provision of Rs 3124 cm- 
« res is being made for interest 
.1 payments as against Rs 2665 
! crores in the current year, the 
increase being mainly on 
•»account of internal debt. Due 


to the increase in prices of 
naphtha and other inputs, the 
cost of production of indi¬ 
genous fertilisers has also 
gone up. The cost of import¬ 
ed fertilisers has also increas¬ 
ed. Accordingly, the Budget 
for 1981-82 provides for a 
higher subsidy on fertilisers of 
Rs 679 crores as against Rs 466 
crores in the current year. 

Provision for noii-Plan loans 
to public sector undertakings 
has been reduced from Rs 454 
crores in the current year to 
Rs 318 crores in view of the 
anticipated improvement in 
iheir performance and finan¬ 
cial position in the next year. 
A lump sum provision of 
Rs 200 crores is also being 
made in next year’s Budget to 
cover the incidence of additio¬ 
nal expenditure on dearness 
allowance to Central Govern¬ 
ment employees. In future, 
dearness relief to pensioners 
will be paid at the rate of 2.5 
per cent of pension for each 8 
point rise in the consumer 
price index instead of at the 
rate of 5 per cent for each 16 
point rise as at present. 

Hon’ble Members are aware 


that India will have the pri¬ 
vilege of holding the next 
Asiun Game in 1982 in the 
capital. The expenditure neces¬ 
sary next year for the games 
is being provided in the bud¬ 
gets of the Ministries concern¬ 
ed. Most of the expenditure 
will be on improvement and 
creation of permanent assets 
like roads, stadia, and other 
sports faciiitie.s. 

The total non-Plan expendi¬ 
ture for 1981-82 is estimated at 
Rs 15,100 crores compared 
with Rs 13,736 crores in the 
current year. 

As regards receipts for 
1981-82, the gross tax reve¬ 
nues at the existing rales of 
taxation arc estimated at 
Rs 14,472 crores compared 
with Rs 13,133 crores in the 
current year, showing an in¬ 
crease of Rs 1339 crores over 
the revised estimates. The 
Stales' share of taxes in 1981-82 
is estimated at Rs 4206 crores 
compared with Rs 3792 crores 
in the current year. Consc- 
qucQtly the C'cnire’s mt tax 
revenue will be Rs 10,266 cro- 
rcs as against Rs 9341 crores 
in the current year. 


The receipts from market 
loans arc estimated at Rs 2,800 
crores compared with Rs 2,604 
crores in the current year. 
Small savings are estimated to 
yield Rs 1250 crores next year 
compared with Rs 1100 crores 
in the current year. External 
assistance, net of loan repay¬ 
ments, is estimated at Rs 1379 
crores compared with Rs 1258 
crores in the current year. A 
credit of Rs 800 crores has 
also been taken for receipt 
from sale of Sp)ccial Bearer 
Bonds in the next financial 
year. 

Taking into account the 
effect of the changes in the fare 
and frtight rates of railways, 
changes in the P&T tariff to 
which I will refer a little later 
and the continuance of the 
Compulsory Deposit Scheme 
for Income-tax Payers beyond 
March 31.1981, the total re¬ 
ceipts for 1981-82 are estimated 
at Rs 23,061 crores. The total 
expenditure for next year is 
estimated at Rs 24.871 crores. 
The overall budgetary gap at 
the existing rates of taxation 
will thus be Rs 1810 crores. 
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the TRUSTED name in Non-Ferrous metals: 


ZINC 


SILVESR 

CADMIUM 


99.95% purity Electrolytic. 
99.99% purity. 

99.6% plus purity. 

99.99% and 99.95% grades. 


HINDUSTAN ZINC LIMITED 

(A Government of India Enterprise) 

6, New Fatehpura, UDAIPUR-313 001. 


PR/37/81 


X 

X 

% 

♦ 

♦ 

X 

X 

X 

\ 


t 

X 

i 

X 

X 

X 

X 

X 

X 

X 




♦ 

A A A M. A. 

’ VT f f ^ V f 


I BASTBRN BCONCmijST 


•i■..'.‘"i ^ 11*.'. StV I'Jrff.. tiS . 


776 



I-Tonnemore every trip 
Rs. 20,000more 
every year 


As India's first 13 tonner, 
Ashok Tusker carries 1 Tonne 
more on the vehicle every 
trip and brings Rs. 20,000 
more into your hands 

A product of Ashok Leyland's 
R & 0. Ashok Tusker is designed 
to carry an additional 1 tonne, but 
yet remains within the permissible 
axle load limit of 8 tonnes. 

"An extra 1 tonne load carrying 
capacity for every trip means a 
proportionate increase in earnings 
—up to Rs. 20.000 a year. 

Larger loading span 

Tusker also has a longer loading 
span -which is specially helpful for 
carrying heavy bulk on roads. 


The powerful drive from 
the engine 

Tusker has a very powerful 
engine. AL 400. 125 BHP at 
2400 rpm, capable of delivering a 
torque of 41.5 Kg.m. at 1600 rpm. 
The result: more haulage power, 
larger reserve power and naturally 
higher power to weight ratio. 

What's more, the engine built on 
Ashok Leyland technology, with 
groove insert piston and hardened 
iiners. lasts much longer, consumes 
less engine oil. 

Other powerful points 

A big strong clutch- -35.7 cm. in 
diameter, designed to cope with 
the higher torque output of the 
engine. 


More braking power—to match 
the extra driving power, the total 
braking area being 3580 sq. cm. 

Stronger, bigger front axle beam, 
front axle bearings, propeller shaft 
and axle arms—designed to take 
on the additional load. 


Ashok Layiand/f^, 

-staoring tte whoateNf^ 

ptpfogias t X^g/ 

Ashok LoyJand Limited 

Ennore Madras 600 057 



SAA/AL'1268 


.l^nlgl^BUpOBT NUMBBR 


777 


MARC» 20, 1961 







Relief to the Middle Class 


The Finance Minister's Budget proposals afford relief to the hard pressed middle class 
i by raising the exemption limit foT income tax from Rs 12,000 to Rs 15,000. Relief to the 
? i corporate sector comes in the form of reduction in surcharge on corporate tax from 7-5 per 
} [oent to 2.5 per cent. For the benefit of companies engaged in oil exploration, it is proposed 
to extend the Income-tax Act and the Companies (Profits) Surtax Act to offshore areas and 
Insert suitable provisions in these Acts to enable the Central Government to provide for 
an exemption, reduction or modification in favour of those engaged in the mineral oil 
and gas exploration industry. The ceiling for small industries is proposed to be incresed 
afrom Rs 10 lakhs to Rs 20 lakhs. Given below is Part B of the Finance Minister's speech. 


lNa)ME'rAX and other direct 
taxes are important instru¬ 
ments for raising resources and 
reducing disparities. We pro¬ 
pose to achieve these objec¬ 
tives by plugging of legal 
‘ loopholes and effective ad- 
; ministration rather than by 
enhancement of rates which 
', often leads to tax evasion and 

S aeration of black money, 
y proposals arc also design- 
. ed to further our Party’s 
avowed policy of affording 
relief to the middle classes in 
these difficult times. 

Hon’ble Members will recall 
that last year the exemption 
limit for income-tiix on per¬ 
sonal incomes was raised to 
Rs 1?,000. But them'/ slab 
rate was retained at Rs 8,000. 
The House will be glad to 
JCnow that I propose to raise 
(the exemption limit for in* 
iJi|DDme-tax in the case of non- 
' ’Oorporalc taxpayers other than 
registered firms and Hindu 
• Ui^ivided families with one or 
more members having separate 
. income exceeding the exemp¬ 
tion limit, from Rs 12,000 to 
Rs 15,000. With a view to 
providing significant relief to 
middle income groups, T fur¬ 
ther propose to raise the nil 
rate slab from Rs 8,000 to Rs 
15,000 and also restructure 
the rate schedule up to Rs 
30,000. The rate of income- 
tax on the slab of Rs 15,001 
H .iJoRs 25,000 will be 30 per 
f; Joent and on the slab of Rs 
i^25*00l to Rs 30.000, 34 per 
l^ieent. 

' The rates income-tax on 


higher slabs will remain uncha¬ 
nged. As a result of these 
changes, about 14 lakhs of 
taxpayers will go out of the 
income-tax net. I venture to 
claim that never have so many 
people been freed from the 
burden of income taxation at 
one stroke. Apart from this, 
another 11.5 lakhs of taxpayers 
in the income brackets of Rs 
15,001 to Rs 30,000 will also 
get varying degrees of relief. 
The reduction in the tax 
liability at income level of Rs 
15.000 will be Rs 990; at Rs 
20,000, Rs 495 and at Rs 
25,000, Rs 220. There will be 
no change in the tax liability 
in the case of taxpayers having 
income exceeding Rs 30,000. 
Thus 1 have provided in one 
year income-tax exemption 
and/or reduction to over 25 
lakhs of income-tax assessees 
out of about 40 lakhs of as¬ 
sessees in the country. 

At present, salaried tax¬ 
payers are entitled to a stan¬ 
dard deduction in an amount 
equal to 20 per cent of the 
salary up to Rs 10,000 and 10 
per cent of the balance subject 
to an overall ceiling limit of 
Rs 3,500. These limits were 
fixed in 1974. In view of the 
subsequent rise in prices, and 
as a means of relief to salaried 
taxpayers, I propose to en¬ 
hance the rate of standard 
deduction to 20 per cent, 
subject to a higher ceiling of 
Rs 5,000. Hon’ble Members 
will be happy to know that 
this benefit will be applicable 
to pensioners also. At present, 


employees in receipt of con¬ 
veyance allowance arc entitled 
to a standard deduction of Rs 
1,000 only. It is now propos¬ 
ed that they should be given 
the benefit of full standard 
deduction. 

In view of the urgent need 
to raise the level of savings in 
the economy, I propose to 
continue the Compulsory De¬ 
posit Scheme for Income-tax 
Payers for another two years. 

The corporate sector has a 
crucial role to play in the 
growth of the national econo¬ 
my. 1 have earlier in my 
speech referred to the various 
steps taken for improving the 
climate for investment in in¬ 
dustry. 1 now propo.se to 
reduce by 5 per cent the sur¬ 
charge on income-tax payable 
by all classes of companies i.e. 
from 7.5 per cent to 2.5 per 
cent. This will add to the 
internal availability of funds 
in the corporate sector and 
should improve the scope for 
investment financing from 
their own resources. This 
step will reinforce the impact 
of the measures which I have 
indicated earlier for mobilising 
financial resources for indus¬ 
trial investment. 

As Hon’ble Members arc 
aware, all categories of tax¬ 
payers are required to pay 
advance tax on pay-as-you- 
earn basis. Surtax is, however, 
not payble by companies in 
advance. I propose to re¬ 
move this anomaly and pro¬ 
vide that surtax will also be 
payable in advance during the 


financial year preceding the 
relevant assessment year. 

The Eleventh Schedule to 
the Income-tax Act contains 
a list of industries which do 
not qualify for specified in¬ 
vestment related tax conces-^ 
sions under the Income-tax 
Act. For example, investment 
allowance or tax holiday is 
not admissible in respect of 
these industries unless they 
are in the small-scale sector. 

Revised Priority 

Industries included in this 
Schedule were originally consi- 
dared to be of low priority. 
However, on reviewing the 
list, I do not find any justifi¬ 
cation for treating many of 
the listed inoustries as of low 
priority. Accordingly, 14 
groups of industries will be 
removed from this Schedule 
and will now become eligible 
for the specified tax conces¬ 
sions. These industries in¬ 
clude electric fans, pressure 
cookers, glass and glassware, 
pigments, colours, paints, 
enamels, varnishes, blacks and 
cellulose lacquers, chinaware 
and porcelainware, mosaic 
tiles and glazed tiles, synthetic 
detergents, amplifiers or any 
other apparatus used for 
addressing the public, vacuum 
flasks and other vacuum^ 
vessels, etc. These industries, 
some of which have export 
potential, will now become 
eligible for the specified tax 
concessions. 

Hop’ble Members will recall 
that the Government had taken 
several measures last year to 
curb the use of private dis¬ 
cretionary trusts as a device 
for tax avoidance. Another 
tax avoidance device that has 
come to the notice of the 
Government is the creation of 
oral trusts. With a view to > 
checking this abuse, I propose 
to subject oral trusts to 
income-tax at the maximum 
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njargbitl fate aliid to maltha 
tax at the flat rate of three per 
^ cent or at the appropriate rate 
applicable in the case of an 
individual, whichever course 
18 more beneficial to the re¬ 
venue. The proposal will take 
effect from the assessment 
year 1981-82. 

Another device being used 
for avoiding proper tax liabi¬ 
lity is the creation of associa¬ 
tions of persons without de¬ 
fining the shares of members. 
This enables the creation of 
a large number of taxable 
entities which, under the exist¬ 
ing law, will be chargeable to 
income-tax separately. I now 
propose that such associations 
of persons be charged to in¬ 
come-tax at the maximum 
marginal rate and to wealth- 
tax at the flat rate of three per 
cent or at the appropriate rate 
applicable in the case of an 
individual, whichever is higher. 
Thi} proposal will also take 
effect from the assessment year 
1981-82. 

Earlier in my speech, I have 
referred to the prospective 


participation of foreign com¬ 
panies in the field of oil ex¬ 
ploration and production. In 
this connection, it is necessary 
to take several steps relating 
to tax matters. First, it is 
proposed to extend the In¬ 
come-tax Act and the Com¬ 
panies (Profits) Surtax Act to 
the off-shore areas. Secondly, 
it is proposed to insert suit¬ 
able provisions in the Income- 
tax Act and the Companies 
(Profits; Surtax Act to enable 
the Central Government to 
provide 4 by a notification in 
the Official Gazette for an 
exemption, reduction in rate 
or other modification in res¬ 
pect of income-tax or surtax 
in favour of any class of 
persons engaged in the busi¬ 
ness of mineral oils and gas in 
association with the Central 
Government or any person 
authorised by it. Notifica¬ 
tions under the new provisions 
when made will be placed on 
the Table of both the Houses 
of Parliament. It is also 
proposed to amend Section 
42 of the Income-tax Act 


relating to special provision 
for deductions in the case of 
business of the prospecting 
for extraction or production 
of mineral oils so as to extend 
its scope to cover cases where 
the Government itself docs 
not participate in such business 
but does so through any per¬ 
son authorised by it. 

While the search for addi¬ 
tional quantities of oil should 
continue with unabated vigour, 
there is also an urgent need to 
accelerate the development 
and use of renewable energy 
resources and to promote their 
utilisation. The renewable 
energy sources which have 
already been brought to the 
threshold of commercial use 
by our scientists and engineers 
include solar, biomass and 
wind energy. Some fiscal in¬ 
centives to promote use of 
these non-convcntional forms 
of energy are called for. I, 
therefore, propose to enhance 
the depreciation allowance on 
machinery or plant installed 
for manufacturing renewable 
energy devices and systems 


from 10 per cent available afl 
present to 30 per cent. Em 
preciation on renewable ene m 
devices and systems used m 
business or profc.ssion VM 
also be allowed at the enhaim 
ed rate. Other measures uaim 
contemplation by the Goveni| 
ment include loans to tbq 
relevant industries on suitaUf 
terms from financial instiW 
tions and exemption firoa|| 
certain taxes and duties. 

I had earlier in my speec^ 
referred to the imperative nc^ 
to promote our exports in vitk 
of our difficult balance f 
payments situation. To 
courage establishment of igj 
port-oriented industries in lli 
Free Trade Zone, the Ooventi 
ment proposes to allow cc^ 
pletc tax holiday in respect & 
units set up in these Zottf 
for an initial period of ^ 
years in lieu of other coin 
cessions. 

Tea is one of our importan 
export-oriented industries. A 
present, development allow 
ance equal to 50 per cent t 
the expenditure incurred o: 
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iliition of tea boshes in 
new area or on any land 
ch has been previously 

ilbandoned is allowed in com- 
'^ting the income from tea 
ivosiness. For this purpose, 
pia expenditure qualifying for 
JIbvelopment allowance is res- 
leted to Rs 12,500 per 

,re of land situated in 

ly arras and Rs 10,000 per 
re in other areas. Having 
d to the increase in the 
/iQit of planting in recent 
'^ars, I propose to raise these 
^Idling limits Ito Rs 40,000 per 
fiectare of land situated in 

iparjcellng dislrict, Rs 35,000 
hectare in respect of land 
'^tuated in other hilly areas 
Rs 30,000 per hectare in 
ite plains. 


Under Section 35B of the 
ncome-tax Act, domestic 
ompanies and non-corf^rate 
axpayers resident in India are 
ntitled to a weighted deduc- 
Jon in the computation of the 
\?axable profits at the rate of 
'Mt and onc-third times the 
mount of qualifying expendi- 
.ttre incurred by them on deve¬ 


lopment of export markets. 
The scope of this provision 
was curtailed last year as it 
had been misused for claim¬ 
ing a weighted deduction in 
respect of expenditure incurred 
in India on activities which 
had no direct relation with 
the basic objective of develop¬ 
ment of export markets. In 
order to guard against such 
misuse, while at the same 
time protecting all legitimate 
effort at export market deve¬ 
lopment, the Government is 
framing rules which will identi¬ 
fy a number of specific acti¬ 
vities to be allowed under 
Section 35B. The necessary 
notification in this behalf will 
be issued shortly. 

Electronics is both a labour- 
intensive and export-oriented 
industry. I, therefore, propose 
to include the electronic com¬ 
ponent industry in the Ninth 
Schedule to the Income-tax 
Act and provide that dividends 
derived by a domestic com¬ 
pany from an Indian company 
engaged exclusively in the 
manufacture of electronic 
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components will be completely 
exempt from income-tax. 

The small-scale industrial 
undertakings enjoy certain tax 
concessions under the Income- 
tax Act, For this purpose, an 
industrial undertaking is re¬ 
garded as a small-scale indus¬ 
trial undertaking if the aggre¬ 
gate value of the machinery 
and plant installed therein as 
on the last day of the previous 
year does not exceed Rs 10 
lakhs. I now propose to raise 
this limit to Rs 20 lakhs in 
line with the new definition of 
a small-scale industry. 

Under the existing law, in 
computing taxable income, a 
deduction equal to 20 per cent 
of the profits and gains derived 
from the business of publica¬ 
tion of books is allowed. I 
propose to extend this conces¬ 
sion for a period of five years 
with effect from .he assessment 
year 1981-82. 

Ceiling Raised 

At present, approved finan¬ 
cial corporations and public 
housing finance companies are 
entitled to a deduction in res¬ 
pect of the specified percentage 
of income carried to special 
reserve, subject to certain con¬ 
ditions. The aggregate of the 
amounts qualifying for such 
deduction is, however, subject 
to an overall ceiling equal to 
the amount of the paid-up 
share capital. In order to 
enable such corporations and 
companies to build up such 
reserves further, I propose to 
double the present ceiling. 

Under the existing law, resi¬ 
dent individuals and Hindu 
undivided families are entitled 
to a deduction in respect of 
medical treatment of physically 
or mentally handicapped de¬ 
pendants. I propose to double 
the amount of this deduction 
to Rs 4,800 in respect of a 
dependant who is hospitalised 
for a period of 182 days or 
more during the relevant ac¬ 
counting year and Rs 1,200 in 
other cases. The House will 
doubtless welcome this conces¬ 
sion being given in the Inter¬ 
national Year for the Disabled 
Persons. 

I propose to give some signi¬ 
ficant concessions under the 
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Estate Duty Act. The present 
limit ofRs 50,000 for estate 
duty was fixed in 1958, I pro- , 
pose to raise it to Rs 1.5 lakhs 
the same as under the Wealth- 
tax Act. 1 also propose to 
provide that one residential 
house or part thereof will bs 
valued for estate duty purposes 
on the same basis as for the 
purposes of wealth-tax. Since 
the Estate Duty Act can be 
amended only with the concur¬ 
rence of State Legislatures, a 
Bill for giving effect to these 
proposals will be introduced 
later. 


Amendments 

1 propose to make certain 
amendments in the Income-tax 
Act to upgrade the qualifica¬ 
tions for appointment as mem¬ 
bers of I he Income-tax Appel¬ 
late Tribunal. 

Other amendments to the 
direct tax laws are of minor 
significance. J would not like 
to take up the time of the 
House by referring to them in 
detail here. 

The reduction in the rates 
and other concessions in res¬ 
pect of income-tax on personal 
incomes would result in a loss 
of Rs 146 crorcs in a full year 
and Rs 115 crores during l98l- 
82. Having regard to the pat¬ 
tern of sharing of income-tax 
between Centre and States* 
these concessions will entail a 
loss of rcuenue of Rs 29 crorcs 
to the Centre in 1981-82. The 
loss of revenue on account of 
reduction in the rates of cor¬ 
poration tax and other conces¬ 
sions to companies will largely 
be balanced by the payment 
of surtax in advance by com¬ 
panies. I am, therefore, not 
assuming any loss of revenue 
on this score for 1981-82. 

1 now turn to my proposals 
on indirect taxes. My basic 
approach is that additional 
revenue should flow largely 
from increased production. 
However, there is need to mobi¬ 
lise additional resources to 
finance the Sixth Plan. While 
seeking to raise additional re¬ 
sources I have nevertheless kept 
in mind the imperative need to 
avoid hardship to the middle 
and poorer sections of consu¬ 
mers and to provide a larger 
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measure of relief to the small- 
scale sector of our industry. 

, Taking Customs duties first, 
my principal proposal relates 
to auxiliary duties of customs. 
This duty has been levied on 
an annual basis since the 1973 
Budget. While continuing this 
levy 1 also propose to raise the 
rates of auxiliary duties as a 
measure ol additional resource 
mobilisation. In. recent years 
we have been following a ftiirly 
liberal import policy. The diffi¬ 
cult balance of payments out¬ 
look points to the need for 
' conserving foreign exchange. 
The tariff mechanism judicio¬ 
usly used, can help conserve 
foreign exchange and also raise 
some revenue. I. therefore, 
propose to increase the rates 
of auxiliary duties by 5 per 
cent ad valorem, on all cate¬ 
gories of imports with a few 
well-merited exceptions. This 
will obviate a sharp increase 
in the landed cost ol any parti¬ 
cular article. 

Auxiliary duties of customs 
are now leviable on imported 
goods broadly on a three-tier 
basis. Items subject to a basic 


duty upto 60 per cent ad valo¬ 
rem, for example, basic raw 
materials, bear an auxiliary 
duty of 5 per cent ad valorem, 
00 items such as semi-proces- 
sed goods and intermediates, 
where the rale of basic duty is 
60 per cent ad valorem or 
above but less than 100 per 
cent, the rate of auxiliary duty 
IS 15 per cent ad valorem; and 
where the rate of basic duty 
is 100 per cent ad valorem' or 
above such as on finished and 
consumer goods, the rate of 
auxiliary duty is 20 per cent 
ad valorem. In other cases the 
rale of auxiliary duty is 5 per 
cent ad valorem, except crude 
petroleum on which the rate 
is Rs 9.50 per metric tonne. 
There are also some items 
which are fully exempt from 
auxiliary duty. My proposal 
is to increase the rate of auxi¬ 
liary duty to 10 per cent ad 
valorem wherever the rate of 
auxiliary duty is now 5 per 
cent; to 20 per cent ad valorem 
wherever the rate is now 15 
per cent; and to 25 per cent 
ad valorem wherever the rate 
is now 20 per cent. 1 do not. 


however, propose to increase 
the auxiliary duty on crude 
petroleum. 

In line with the approach 1 
have explained, 1 propose to 
withdraw the present full 
exemption from auxiliary 
duties of customs in respect of 
certain items of capital equip¬ 
ment and subject them to auxi¬ 
liary duty of customs at the 
rate of 5 per cent ad valorem. 
This increase would cover, 
among other things, imports 
of machinery as ‘project im¬ 
ports* as also items of machi¬ 
nery on which the concessional 
rate of 25 per cent ad valorem 
is applied. This measure 
would, apart from yielding ad¬ 
ditional revenue, afford some 
additional protection to the 
indigenous machine building 
industry which has, of late, had 
to face a significant escalation 
in input costs. 

1 said earlier that I would 
exclude some items from the 
proposed increase in the auxi¬ 
liary duties of customs. Im¬ 
ports of essential items like 
edible oil will be exempted 
from the proposed increase. 


Bulk petroleum prodticts 
as kerosene and high 
diesel oil and steel imporitt 
for buffer stock operationt m 
also not attract the increi^ 
levy. Items on which imp^ 
duty rates have been chanjit 
in the recent past with am 
to mamtaining ferity wh 
prices of domestic prodtih 
have also been kept out of li 
purview of the increa^ley 
Further, keeping in view CH 
commitments under the Oen 
ral Agreement on TarijOfs m 
Trade, I propose to give up fJ 
auxiliary duty in reaped < 
three items involving a smSf 
revenue scarifice* Furth 
details of the proposals a 
available in the Budget Papei 

The proposals are expecti 
to yield an additional revw 
of about Rs 250 crores. 

My next proposal relates 
levy of import duty on nea 
print At present this item 
fully exempt. There is alar 
foieign exchange outgo on h 
pons of newsprint. There is : 
reason why this commodi 
should not bear a moderi 
rate of customs duty. I, thei 


Youth Hostel for Tourists 

When you are young and a student and you are travelling you want a place to live that is cheap, 
comfortable and lively. 

Thats percisely what wc are offering—supper dormitory type accommodation at just Rs. 5/-(linen 
provided), per bed, per day. Self cooking facilities or food on previous order and snacks, cold 
drinks and ice cream to suit all tastes. (Special concession of 50% for organised tour for school 
and college students). 

All who feel young and who want to be away from the din and noise of the city are most 
welcome to stay at Youth Hostel. 

SPACIOUS LAWNS FOR RECEPTIONS FOR ASSOCIATIONS AND ORGANISATIONS. 
SEMINAR HALL FOR SEMINARS AND GROUP DISCUSSIONS. 

So come in groups OR individually. 

YOUTH HOSTEL Means the Cheapest and Luxurious Stay. 

LOCATION: Opp. Govt. Arts, Science & Commerce College* Sector No. 16, Gandhinagar. 
Special S.T. Bus service from Gita Mandir and Income Tax S.T. Bus Stand to Youth Hostel 
and Regular Bus Service Ahmedabad to Gandhinagar. 

For further particulars contact : Warden/Asst. Warden, 

irouth. Hostel, 

Sector-Id, Opp. Govt. Arts, Science Sc Commerce College, Gandbinagar-382 016 
Telephone No. 2364. 
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Sudarsan 
Group of Hotels 

So near 

and yet so far... 


...from the noise of the busy 
streets. Ideally located near 
shopping complexes, business 
houses and theatres, they 
are resorts of classy living. 
Exouisite cuisine and an 
atmosphere of luxury 
and comfort... 
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• Spacious well-appointed 
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fore, propose Impose an 
j[lfective customs duty of 15 
per cent ad valorem on import¬ 
ed newsprint. 1 expect this 
measure to yield an additional 
revenue of about Rs 21 crores. 

Imports of stainless steel 
bars and wire rods now attract 
a duty of 75 p:r cent because 
they have industrial appli¬ 
cations. But there is reason to 
believe that t^omc of these im¬ 
ports are being diverted for 
reroll'ng into strips and sheets 
used in the manufacture of 
^tensils. I, therefore, propose 
TO raise the effective customs 
duty on stainless steel bars and 
wire rods from 75 per cent to 
175 per cent ad valorem. I 
have, however, taken care to 
see that this increase does not 
affect imports of stainless steel 
wire rods which are used for 
the drawing of wires. This 
measure is expected to yield an 
additional revenue of Rs 5 
crorcs. 

Discouraging Imports 

I also propose to raise the 
basic customs duty on plain 
shaft bearings from 60 per cent 
to 100 per cent ad valorem. 
This increase should help to 
restrict large scale imports of 
bearings such as thin-walled 
bearings, which have been 
a^ecting the indigenous indus¬ 
try. This proposal is expected 
to yield an additional revenue 
of Rs 2.75 crorcs. On similar 
considerations it is proposed 
to rai.se the basic customs duty 
on computers and computer 
peripherals from 40 per cent 
to 50 per cent ud valorem. The 
r likely revenue gain from this 
increase would be Rs 1 crore* 

I will now come to excise 
duties. The House will recall 
that in 1978 the Additional 
Excise Duties (Textiles and 
Textile Articles) Act was pass¬ 
ed. In terms of which an addi¬ 
tional duty of excise was levied 
on certain textiles and textile 
articles at 10 per cent of the 
basic excise duty leviable. The 
revenue from this excise levy 
was intended to meet the cx^ 
penditure incurred by way of 
subsidy on controlled cloth. 
The production of oonlrolled 
cloth is being stepped up, 
with emphasis on larger pro¬ 
duction of dhotis and surges 


which areTof special sigiil- 
ficance to the poorer sections 
of society, particularly in 
rural areas. As a result, the 
provision for subsidy under 
this scheme would rise to 
nearly Rs 100 crores in the 
coming year. The revenue at 
the existing rate of additional 
excise duly is only about Rs 66 
crores. I, therefore, propose to 
raise the rate of additional 
excise duty from 10 per cent 
to 15 per cent of the basic 
excise duty on all the items 
which arc now covered by the 
levy. This would yield an addi¬ 
tional amount of about Rs 33 
croies and help finance the 
increased outlay on controlled 
cloth. 

Special Excise 

As regards special excise 
duties, I propose only to conti¬ 
nue them at the existing rates. 
The exemptions in force arc 
also being continued. 

My remaining proposals 
under Union excise duties are 
mainly designed to achieve 
simplification and greater 
clarity. 

Hon'ble Members would be 
aware that there is a graded 
structure of duty on matches, 
the mechanised sector paying 
Rs 7.20 per gross boxes, Ihc 
middle sector paying Rs 4.50 
and the cottage sector Rs 1.60. 
In the light of the report of 
the Dandekar Committee and 
a special study made by the 
Government, it has become 
necessary to discourage a ten¬ 
dency of middle sector units 
towards mechanisation of cer¬ 
tain labour-intensive processes. 
Accordingly, 1 propose that 
the concessional rates of duty 
i.c. Rs 4.50 for middle sector 
units and Rs 1.60 for cottage 
units, will not be available if 
power is used in the labour- 
intensive processes of frame- 
filling, dipping splints in match 
composition, box making, box 
filling, labelling and banderol¬ 
ling and pacl^ging. If such 
units use ^wer for any of the 
above '.processes, they will be 
liable to a duty rate of Rs 5.50 
per gross boxes, which would 
be intermediate between the 
rate of Rs 7.20 applicable to 
the fully mechanised sector and 
Rs 4.50 now appUcable to the 


''^on-ineohanised middle sector. 
I would like to stress that this 
is not intended as a revenue 
measure. It is intended only to 
protect through the excise 
mechanism, the employment 
potential of the non-mechanis- 
ed sector. 

With a view to preventing 
the possible infiltration of the 
middle sector into the cottage 
sector and in order to ensure 
that the benefit of the lowest 
fate of duty accrues to genuine 
cottage sector units, it is pro¬ 
posed to reimpose a ceiling on 
the clearances by cottage sector 
units at concessional rales. 
The new ceiliing, which is pro¬ 
posed to ^be fixed at 120 mil¬ 
lion matches per unit per an¬ 
num, is much more liberal 
than the ceiling of 75 million 
that existed prior to the 1980 
Budget. The pattern of pro¬ 
duction and clearance will be 
kept under watch and this ceil¬ 
ing will be reviewed if circums¬ 
tances so warrant. The chan¬ 
ges I have proposed are fair to 
all segments of the industry 
and are designed to promote 
both employment and produc- 


best 


tida tn the 
ner. 

Another rationalisation j 
sure relates to the con 
available to manufactun 
of goods falling under Tar; 
Item 68, who undertake wor^ 
on 'job' basis. Under the ] 
sent scheme, duty is b< 
effectively collected only on thS 
'job charges'paid by theprii^^ 
cipal manufacturer to thej “ " 
worker. In the operation 
the scheme, however, sev 
difficulties have been eaperie 
ced, particularly on the qu 
lion of what is ‘job wo 
There have been cases i 
some manufacturers 
taken undue advantage of 1 
concession. I, therelbre, ] 
pose to replace the 
scheme by one in which, i 
toad of levying duty lepara 
on the job charges paid to 1 
job worker, the duty will I 
paid by the principal 
facturer on the value oftlj 
finished goods. This 
should be generally welcon 
by ancillary units which un 
take work on job basis. | 

1 also propose to rationaliM 
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mihe Central Excise tarijRT entry 
if ;and the rate structure relating 
i to tyres with a view to making 
v ' the legislative intent dearer 
and minimising the scope for 
. disputes in classification ;md 
. assessment, particularly in 
' ^regard to off-thc-road tyres 
ivii«cd in bulldozers, scrappers 
\ ^d other earth moving equip- 
''Ijments. While proposing the 
. necessary amendments, 1 have 
.taken care to maintain the 
existing rates of duties and 
duty concessions in respect of 
tyres both for agricultural 
' tractors and their trailers. 


Rationalisation of Tariff 


The other major area where 
rationalisation of the tariff 
entries has been proposed is 
in regard to non-ferrous 
metals under the respective 
entries in the Central Excise 
Tariff. There has been con¬ 
siderable debate and dispute 
on the question of assessment 
of waste and scrap of these 
metals. To set these at rest it 
is proposed to specifically 
cover waste and scrap of these 
metals under the respective 
tariff entries. 


In addition to the above, a 
few other amendments to cer¬ 
tain tariff entries as also the 
insertion of a separate tariff 
item for polyester film have 
been proposed. The details of 
these changes may be seen 
from the Budget papers. 

I now turn to a pro[>osaI 
which seeks to fulfil a long- 
illanding demand of State 
liSipvcmments. The schenuj of 
pVy of additional excise duty 
^ lieu of sales-tax is at present 
gjpplicablc to sugar, tobacco 
and some textile items. The 
National Development Coun¬ 
cil had recommended that the 
revenue yield from Central 
sxcise duties and additional 
excise duties be in the ratio of 
M as far as possible. At a 
Conference of Chief Ministers, 
[ gave an assurcnce that an 
jffoft would be made to 
ichieve this ratio in respect of 
hese commodities as a whole. 

1 have considered how best 
liis assurance can be fulfilled, 
lie simplest solution will be 
6 make a change in the ratio 
pr sharing of revenues from 


cigarattes as between the 
Centre and the States. As 
against the present ratio of 
76:24 between basic excise 
duty and additional excise 
duty in the composite rate 
applicable to cigarettes, the 
ratio is proposed to be chang¬ 
ed to 72.5:27.5. This will be 
combined with a uniform in¬ 
crease in the specific duty ele¬ 
ment in the composite rate 
from Rs 21.00 to 21.25 per 
thousand. The overall revenue 
from cigaretts will remain 
practically unchanged. There 
should, therefore, be no justi¬ 
fication for manufaclurers to 
mark up the prices of cigaret¬ 
tes. With these changes, the 
overall ratio between the 
yields from basic and special 
excise duties on the one hand 
and additional excise duties on 
the other is expected to im¬ 
prove to 2:1 taking the three 
items sugar tobacco and tex¬ 
tiles together. This will result 
in a transfer of about Rs 21.72 
crores from revenues under 
Central excise to the revenue 
under additional excise duty. 

Minor Changes 

1 have also a minor proposal 
which is basically of interest 
to the State Governments. 
Under the Medicinal and 
Toilet Preparations Act, 1959, 
excise duties arc leviable on 
medicines and toilet prepara¬ 
tions which contain alcohol, 
narcotics and narcotic drugs. 
Certain changes have been 
proposed in the Act with a 
view to effecting a switch over 
to the metric system and also 
to eliminate avoidance of duty 
in certain cases. The changes 
proposed, however, have very 
little revenue significance. 

I shall now turn to conces¬ 
sions in the area of indirect 
taxes. This Government is 
committed to the pursuit of a 
vigorous policy of promoting 
small scale industry in the 
interest both of employment 
and broader development of 
entrepreneurship, Accordingly, 
I propose to increase the duty 
exemption limit under the 
general scheme of excise duty 
concessions applicable to 72 
excisable commodities from 
Rs 5 lakhs in terms of value of 
clearances to Rs 7.5 lakhs. 




IFCI 


INDUSTRIAL FINANCE 
CORPORATION OF INDIA 


PROVIDES 


Medium and loqg term credit in rupees and foreign currencies 
to industrial concerns in India 

OPERATIONS AT A GLANCE 

(As on December 31, 1980) 

IFCl has sanctioned financial assistance amounting 
to Rs. 1105.54 crores for 1304 industrial projects spread 
all over the country. 

496 projects in the industrially less developed areas 
were sanctioned financial assistance amounting to 
Rs. 451.95 crores which constituted about 41% of the 
total sanctions. 

Industrial cooperatives, which are an effective 
instrument for rural reconstruction and development, 
were sanctioned financial assistance aggregating Rs. 167.76 
crores by IFCJ. 174 projects in the cooperative sector 
were beneficiaries of this assistance. 

IFCI has sanctioned financial assistance of Rs. 92.22 
Cl ores for 194 projects promoted by new entrepreneurs 
and technologists. 

SPECIAL FEATURES 

IFCI offers concessional finance for projects in notified 
industrially less developed areas. 

IFCI is participating, along with other all-India term 
lending institutions, in the administration of the Soft 
Leans Scheme for modernisation and rehabilitation of 
certain industries. 

IFCI has announced new promotional schemes which 
are essentially in the nature of encouraging indigenous 
technology, ancillary industries and new and small entre¬ 
preneurs. 

ELIGIBILITY FOR ASSISTANCE FROM IFCI 

Any limited company or a registered cooperative 
9 society in the medium and large scale sector may apply 
V for assistance. 

i INDUSTRIAL FINANCE CORPORATION J 
I OF INDIA 6 

6 16, Sansad Marg, New Dalhl'110001 & 

§ davp 8oe(a9)60 y 






nOMOIIIIT 


784 



deatMi^Bin^ 
lakhs will continue to benefit 
from the existing concessional 
^duty limited to three-fourths 
of the applicable rates of ex¬ 
cise duty up to a clearance of 
Rs 15 lakhs in a financial year 
as at present. This measure 
should benefit a substantial 
number of small manufacturers 
and enable them to compete . 
more effectively with large 
units. 1 am sure that all sec¬ 
tions of the House will wel¬ 
come his enlargement of the 
scheme of concessions enjoyed 
^by small scale industry. 

Increased Limit 

Under the excise duly con¬ 
cessions available at present 
to small manufacturers of 
some products, notably Item 
68 goods and specified electro¬ 
nic goods, one of thecriteria for 
eligibility is the value of invest¬ 
ment in plant and machinery. 

I propose to increase the eligi¬ 
bility limit of such investment 
from the present figure of 
. Rs 10 lakhs to Rs 20 lakhs, in 
line with the revised definition 
of 'small scale units* under the 
new Industrial Policy. Here 
again 1 am confident that my 
proposal will be welcomed by 
all the Hon’ble Members. 

In the last Budget I had an¬ 
nounced wide ranging duly 
concessions with a view to en¬ 
couraging the development of 
the electronics industry. As a 
further step in this direction, I 
propose to extend the scope 
of the import duty concessions 
so as to cover 59 new items of 
capital equipment and 23 new 
items of raw materials and 
components tsed by the elec¬ 
tronics industry. 

At present, the handloom 
sector of the woollen industry 
does not enjoy any special 
duty concessions. This sector 
has a good growth potential, 

I, therefore, propose to reduce 
substantially the processing 
stage duty on woollen fabrics 
produced on handlooms on 
the lines of the concessions 
which arc available to cotton 
fabrics produced on hand- 
looms, 

I also propose to extend the 
concessional import duty of 
25 per cent adyOorem to a few 


more importaat drug inter* 
mediates. This step should 
induce indigenous manufac¬ 
turers to go in for production 
of more basic drugs. 

Last year, I had fully exemp¬ 
ted cotton and cotton-viscose 
blend hosiery from excise duty, 
r now propose to extend this 
exemption to all hosiery arti¬ 


cles foiling under Item 68 of 
the Central Excise Tariff. 

Another duty concession re¬ 
lates to 'flocked* fabrics where 
the excise duty is being reduc¬ 
ed from the present level of 
the base fabric duty plus 30 
per cent advahrem to the base 
fabric duty plus 15 per cent 
ad valerem on the considera¬ 


tion that the present duty^ 
burden is heavier than warv 
ranted, particularly on flock- 
printed fabrics. Further, on] 
colour scanners for the prinH 
ing industry, the basic customil 
duty is being reduced from;! 
100 per cent ad valorem to 60;| 
per cent ad valorem^ | 

In this International Yearj 
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of the bishbled, it is fitting 
that appropriate tax relief 
measures should be extended 
^ to our handicapped brethren. 
Artificial limbs and rehabilita¬ 
tion aids for the handicapped 
are already exempted fiom 
Central excise duty under Item 
68 . I now proposed to exempt 
fully from excise duty Braille 
watches for the use of the blind. 

I also propose to exempt 
from excise duty Braille paper 
which is necessary for printing 
books for use by the blind. 

^ I further propose to sub¬ 
stantially 1 educe the customs 
duty on hearing aids and 
Braille watches imported for 
personal use by post or air. 

The increased levy of auxi¬ 
liary duties of customs to 
which I have earlier referred 
will not be applied to goods 
such as orthopaedic appliances, 
Braille watches and parts, 
tricycles for the crippled, hear¬ 
ing aids and parts. J am sure 
that this House will whole¬ 
heartedly endorse these pro¬ 
posals. 

The various concessions and 
reliefs in excise and customs 
duties which I have annoiineed 
will entail a sacrifice of re¬ 
venue of Rs 9.35 crores in a 
full year. 

Total Yield 

My taxation proposals will 
yield a sum of about Rs 35.57 
crores in a full year by way of 
excise duties and Rs 285.00 
crores by way of customs 
duties. The concessions 1 have 
announced add up to Rs 7.05 
crores on the excise side and 
Rs 2.30 crores on the customs 
side. The net yield is, there¬ 
fore. Rs 28.52 crores from 
excise duties and Rs 282.70 
crores from customs duties. 
The accrual to the Central Ex¬ 
chequer in a full year will be 
Rs 300.50 crores. 

I hope it would not have 
escaped the notice of Hon’ble 
Members that this is perhaps 
the first Budget in recent years 
in which no increase has been 
efiected in excise duties for 
raising general revenues. 

1 would now like to say a 
few words on behalf of my 

■ mJMBER 




Hon’ble colleague, the Minister 
of Communications. A sub¬ 
stantial programme of deve¬ 
lopment of telecommunication 
facilities is envisaged during 
the Sixth Five Year Plan. It 
is, therefore, appropriate lhat 
the Department should gene¬ 
rate internal resources to a 
reasonable extent for financing 
its Plan. The additional dear¬ 
ness allowance sanctioned to 
employees and other increases 
in the cost of operations have 
already eroded the existing 
surplus of the Department. 

Telephone Tariff 

It has, therefore, become- 
nccessary to revise certain tele¬ 
communication tariffs. At pre¬ 
sent the rate of telephone call 
charge in measured rate tele¬ 
phone system is 30 paise per 
call unit for calls exceeding 
250 but not more than 1750 in 
a quarter. Ji is proposed to 
increase this charge to 40 paise 
per call unit. Tl)c manual 
trunk call charges for calls of 
ordinary category for a unit 
period of 3 minutes in the 
distance slabs of 100 to 200 
kilometres arc being increased 
from Rs 6 to Rs 8 and in the 
distance slab rf 200 to 500 
kilomeircs from Rs 10 to 
Rs 12. These measures are 
estimated to yield Rs 35.78 
crores in a full year. The addi¬ 
tional revenue during I9SI-82 
will be of the order of Rs 20 
crores and has been taken 
irto account in cslimatiug the 
receipts of Posts and Tele¬ 
graphs. 

It is also proposed to 
increase the rates of de¬ 
posits for telephone connec¬ 
tions under ‘Own Your Tele¬ 
phone* system. This revision 
will yield about Rs 5 croies to 
the Government by way of 
additional deposits in 19SI-82. 
The details of these revisions 
are shown in a memorandum 
which is being circulated along 
with the Budget papers. The 
changes will be gi>en effect to 
from a date to be notified after 
the Finance Bill is passed by 
Parliament. There will be no 
change in either postal or tele¬ 
graph rates. 

I had earlier stated that the 
resources gap estimated at 
existing rates of taxation is 


’'H 

Rs 1810 crores. The various 
taxmeasutes I have presented, 
together with the reliefs offer¬ 
ed, will yield net additional 
revenue of Rs 271 crores to 
the Centre. This leaves an un¬ 
covered deficit of Rs 1539 
crores. This deficit may ap¬ 
pear large, but taking a total 
view of the economic situation 
I believe it is within the limits 
of fiscal prudence. The infla¬ 
tionary potential of the Budget 
must be viewed in the context 
of Ihe full package of policy 
measures which I have outlin¬ 
ed. This package contains 
many incentives for higher pro¬ 
duction and increased utili¬ 
sation of capacity. This should 
stimulate a considerable supply 
response during the coming 
year and as I have mentioned, 
signs of this upturn arc al¬ 
ready evident, 1 attach great 
importance to expanded sup¬ 
plies as the critical element in 
keeping inflationary pressures 
in check. The package also 
contains important incentives 



to savings whibh will 
doubtedly help in this reg 
Furthermore, monetary 
credit policies will be sot 
signed as to ensure 
Government recourse to dc0 
financing takes place witfi^ 
a balanced and measured ovci 
all expansion cf credit in tt 
system. ' 

Mr Speaker, Sir, the ecoat 
mic situation remains difficq 
and yet full of great opporl^ 
nities for development ai 
growth. 1 have tried to 
sent a Budget which 
maximum support to M 
that can move us forward jS 
the path of growth with sta| 
lily and social justice. It tie 
the stage for all of us to wO' 
towards the achievement 
our economic and social 
sc clearly laid out in the Stx 
Plan. Economic policy 4 
only do this much. Hard wd9 
discipline and the innate gd< 
sense of the p.^ople of this i 
cient land must do the rest/ 
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'oil cnsis'. We 
read about it. And 
talk and talk about it. 
Naturally. Year after 
year, we're hit by 
f iaiiiuii/«7«iuiounfi prices. "Oh God# 
another puce hikel" we exclaint 
In alarm. 

Take petrol, for instance. 
Remember it was less than Rs. 2 a 
litre, seven years ago? "By 1985. 
it'll be Rs. 25 a litre, just watch." 
someone predicts gloomily. 

We joke about buyino horses 
instead of cars and 2-wneelers. If 
we're optimists, we say. oh we'll 
muddle through somehow. But 
most of the time we hurl angry 
words around ... 

Whose problem is it, and 
whose responsibility? The 
Government's— to bear the cost of 
buying oil from somewhere— 
somehow? The scientists'—to find 
alternative sources of energy? 

Face it. It's everyone's problem. 
Including you. And you can do 
something^something very, very 
important 

M Who/ne? The person reading 
this7f9 


has already begun. With 
substituting coal for industrial fuel. 
Popularising bio-gas plants in rural 
areas. Harnessing nuclear and 
solar energy. Intensifying search 
for oil under our ocean beds. 

But. all that will take time. The 
unpleasant truth is that our 
consumption is going up at the rate 
of 2 million tonnes every year, and 
the most sensible alt«)rnative now. 
is to curb our consumption. 

4*Look. I'm fust one parson. 
What difference can I make?^^ 

Plenty! It's been found that 
15% of our consumption of petrol 
alone can be saved simply by using 
our vehicles better. And over 25% 
of our cooking fuel goes up in 
smoke—waste that can be easily 
avoided. So also in industries, in 
transportation fleets, in farms ... 
little by little, everv one's wasteful 
habit, put together, leads to a 
staggering Rs 800 c'-ores of 
waste—every year. 

What do you want me to do? 
Not drive or cook? Not run my 
business.. ?ff 


you. 


Yes. Because one way or 
another, you've got to pay for it, or 
forgo the many conveniences oil 
brings. In homes, on the road, in 
farms, in factories. 

And the world's known oil 
reserves are running out fast. If we 
use them recklessly, they could 
vanish in our own lifetime. But if 
we are careful, they can last many 
many years. 

M What's this about world oil 
supplies. I live in lndia .99 

Exactly .And we're a developing 
nation with limited foreign 
exchange. So a world shortage and 
price hike hits us even harder, as 
almost two4hirds of our oil 
requirements are met through 
imports. In other words, R$. 5500 
crores or almost 75% of our 
precious foreign exchange will oo 
merely towards getting oil- 
something we just can't afford. 

MBut shoukkn^ we bt looking 
for alteniativts ?99 

Good question. Yes, the process . 


No. But what you can do is to 
reduce your consumption, 
painlessly. Studies conducted by 
the Petroleum Conservation 
Research Association have 
successfully found definite ways to 
consume less—not by making less 
available, or by rationing—but 
simply by making every drop work 
more efficiently. 

4(How do I get the information 
forthis?9g 

Very easily. Motorists and 
housewivescan learn good driving 
and cooking habits—from PCRA 
films, press advertisements and 
booklets featuring handy tips on 
saving gas, kerosene and petrol. 

Industrialists can make use of 
PCRA's free technical services— 
even share their own findings to be 
disseminated to other industries. 

In transportation fleets, PCRA's 
training clinics can help upgrade 
driving and maintenance skills. 
Similarly for farmers—PCRA has 
tested approaches to save diesel. If 
you don't have access to this 
information, all you have to do is 
write to us. 


lilt's not too late, it it7f 9 

Well. Only if we all do our bit, in 
every way we can. 

Whether it's in your kitchen, youi 
vehicle or your place of work, - 
use oil and its products without 
wastage—and never hes/tatelb 
pass on a useful tip when you cam 

Thu message of conservation 
has got to reach nearly 3 million 
vehicle owners, and over 30 
million homes using gas and 
kerosene, so please help spread 
the word around. Get people to 
join your car pool, switch off an 
unnecessary flame on a stove, 
motivate drivers to use company 
vehicles better—it's amazing the 
number cf ways we can save, just 
by i.ooki.ig around and stopping 
waste as soon as we see it. and 
sharing useful tips with friends and 
acquaintances. 

That's sensible saving, not just 
for each of us, but for the country 
too. 

It's time we all realised the value 
of conservation, and took action. 
NOW. 


Want more information? Just 
write for it. 

Your participation in the 
conservation drive is great news 
to us, and we'll be pleased to 
help. For groups of consumers— 
motorists, housewives, 
industrialists, farmers—we can 
arrange on request, talks, film 
shows, and printed literature on 
conservation. Tell us what you 
want. 

Write to: 



PETROLFAIM 

CONSERVATION 

RESEARCH 

ASSOCIATION 

709-711. Surya Kiran HuilJiiig 
19 Kasturba (Jandhi Marg 
New Deihi-llUUOl 


Because oil isnt going to last forever. 
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Budget Document 


; Memorandum Explaining Provisions in the 


Finance Bill, 1981 


Direct Taxes 


i fiE PROVISIONS in the Finance 
IJSU, 1981 in the sphere of 
- firect taxes relate to the fol- 
.^|wing matters : 

r(i) Prescribing the rales of 

E >me-tax (including surchaige 
rcon) on income liable to 
;;|tX for the assessment year 
the rates at which 
'||iW)me-tax will be deductible 
source during the financial 
■wr J981-82 from interest (in- 
Pkding interest on securities), 
rfedends, salaries, insurance 
pmmission, winnings from lol- 
|rjes and crossword puzzles, 
mnings from horse races and 
"tier categories of income 
able to such deduction under 
Income-tax Act; rates for 
nputation of “advance tax’' 
charging of income-tax 
ih current incomes in certain 
45es for the financial year 
^81-82. 

lipi) Amendment of the 
" ome-tax Act, 1961 with a 
to enhancing the standard 
Suction available in the case 
salaried taxpayers; plug- 
certain loopholes for lax 
‘ ^idance through the medium 
’ €oral trusts and associations 
|r persons; facilitating the as- 
bciation or participation of 
breign companies in the busi- 
ifcss of prospecting for, or 
Retraction or production of, 
Mineral oils and natural gas; 
liroviding incentives for ex- 
ort-oricnled and other priority 
^uslrics; increasing the quan- 
^ of deduction in respect 
I medical treatment of phy- 
dly and mentally handi- 
^ ed dependants; providing 
tax relief in certain cases; 
^rading the qualifications 
^appointment as members of 
tic-tax Appellate Tribunal 



and providing for a few other 
matters. 

(iii) Amendment of the 
Wealth-tax Act, 1957 with a 
view to plugging certain loop¬ 
holes for tax avoidance 
through the medium of oral 
trusts and aFsocialions of per¬ 
sons and raising the scale 
of fees for appeal to the 
Appellate Tribunal etc to the 
level specified in the corres¬ 
ponding provisions in the In¬ 
come-tax Act. 

(iv) Amendment of the 
Companies (Profits) Surtax 
Act, 1964 with a view to 
providing for payment of sur¬ 
tax in advance; facilitating the 
association or participation 
of foreign companies in the 
business of prospecting for, 
or extraction or production 
of mineral oils and natural 
gas and providing for a few 
other matters. 

(v) Amendment of the 
Compulsory Deposit Scheme 
(Income-tax Payers) Act, 1974 
with a view to extending the 
requirement of making com¬ 
pulsory deposits for another 
two years and providing for 
repayment of compulsory de¬ 
posits in the case of persons 
reaching the age of 70 years. 

(vi) Amendment of the Gift- 
tax Act, 1958, the Interest-tax 
Act, 1974 and the Hotel- 
Receipts Tax Act, 1980 with 
a view of raising the scale of 
fees for appeal to the Appellate 
Tribunal, etc. to the level 
specified in the corresponding 
provisions in the Income-tax 
Act. 

2. Subject to certain excep¬ 
tions, which have been in¬ 
dicated while dealing with the 


relevant provisions, the Bill 
follows the principle (adopted 
since 1067) that changes in 
the rates of tax, as also in 
I he provisions of the tax 
laws, should ordinarily be 
made operative prospectively 


in relation to current incomes 
and not in relation to incomes 
of the past years. The sub¬ 
stance of the main provisions 
in the Bill relating to direct 
taxes is explained in the 
following paragraphs. 


Income-Tax 


I. Rates of Income-tax in 
respect of income liable 
to tax for the assess¬ 
ment year 1981-82. 

3. In respect of incomes of 
all categories of taxpayers (cor¬ 
porate as well as non¬ 
corporate) liable to tax for the 
assessment year 1981-82, the 
rates of income-tax (including 
surcharge thereon) have been 
specified in Part I of the First 
Schedule to the Bill. These 
rates arc the same as those 
laid down in Part III of the 
First Schedule to the Finance 
(No 2) Act, 1980 for the 
purposes of computation of 
“advance tax", deduction of 
tax at source from "Salaries" 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified pro¬ 
fessions, and computation of 
tax payable in certain special 
cases during the financial year 
1980-81. 

II. Rates for deduction of 
tax at source during the 
financial year 1981-82 
from incomes other 
than "Salaries** and 
retirement annuities. 

4. 1’hc rates for deduction 
of income-tax at source during 
the financial year 1981-82 from 
incomes, other than "Salaries" 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified pro¬ 


fessions, have been specified 
in Part II of the First Schedule 
to the Bill. These rates apply 
to income by way of interest 
on securities, other categories 
of interest, dividends, insurance 
commission, winnings from lot¬ 
teries and crossword puzzles, 
income by way of winnings 
from horse races and other 
categories of non-salaryincome 
of non-residents. As explained 
later in this memorandum, the 
rate of surcharge on income- 
tax in the case of corporate 
taxpayers is proposed to be 
reduced from 7.5 per cent to 
2.5 per cent of the income-tax. 
Consequently, the rates for 
deduction of income-tax at 
source during the financial 
year 1981-82 differ from the 
rates specified in Part Jl of 
the First Schedule to the 
Finance (No. 2) Act, 1980 for 
purposes of deduction of tax 
at source from such incomes 
during the financial year 1980- 
81 in certain respects, as ex¬ 
plained in paragraphs 5 to 
7 below. 

5. In the case of income by 
way of interest on securities 
issued by the Central or a 
State Government (not being 
interest on a tax-free security) 
or interest on debentures or 
other securities issued by or 
on behalf of a local authority ' 
or a statutory corporation or 
interest on debentures issued 
by companies where such de- 
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bcnturcs are listed in a recog¬ 
nised stock exchange in India, 
^payable to resident taxpayers 
(other than companies) during 
the financial year 1981-82, tax 
will continue to be deducted 
at the rate of 10 per cent. 
In case of interest on other 
securities (not being interest 
on a tax-free security) or divi¬ 
dends payable to resident tax¬ 
payers (other than companies) 
during the financial year 1981- 
82, income-tax will, however, 
be deductible at the rate of 
22 per cent made up of basic 
income-tax of 20 per cent and 
’surcharge of two per cent. 
This is less than the rate at 
which tax was deductible from 
such income during the finan¬ 
cial year 1980-81 by one per 
cent. This change has been 
made with a view to providing 
for the deduction of income- 
tax at source from dividends 
payable to resident taxpayers 
(other than companies) at the 
same rate as in the case of 
income-tax deductible at source 
from dividends payable to 


domestic companies which 
stands reduced to 22 per cent. 

6. Payment to domestic 
companies- In respect of in¬ 
terest other than “Interest 
on Securities” payable to a 
domestic company, the rate 
of deduction will be 20.5 per 
cxjnt, made up of income-tax 
at 20 per cent and surcharge 
at 0.5 per cent (2.5 per cent 
of income-tax), in respect of 
any other income (excluding 
interest payable on a tax-free 
security), tax will be deducti¬ 
ble at the rale of 22 per cent 
made up of income-tax at 
21.5 per cent and surcharge 
at 0.5 per cent as against 
23 per cent hitherto. Jl will 
be seen that the proposed 
rale for the deduction of in¬ 
come-tax at source from divi¬ 
dends payable to domestic 
companies will be same as 
the rate at which income-tax 
will be deductible at source 
from similar income payable 
to resident taxpayers (other 
than companies). 


7. Payments to foreign 
companies- In the context of 
the proposal to reduce the 
surcharge on income-tax pay¬ 
able by all categories of com¬ 
panies from 7.5 per cent to 
2.5 per cent the rates foi 
deduction of income-tax at 
source from income payable 
to foreign companies are pro¬ 
posed to be adjusted to pro¬ 
vide for such reduction. The 
reduced rales will, however, 
apply only in relation to cases 
where surcharge on income-tax 
was hitherto deductible at 
source as a separate compo¬ 
nent of income-tax and will 
not cover cases wherein no 
such surcharge is separately 
deductible, namely, dividends, 
royalties and technical service 
fees payable to forcing com¬ 
panies under approved agree¬ 
ments made after March 31, 
1976. 

III. Rates for deduction 
of tax at source from 
‘‘Salaries", computation 
of ‘‘Advance Tax" and 


charging of Ineom#' 
tax in epocial cmtM 
during tho financid 
year 1981-82. 

I 

8, The rates for deduction of 
tax at source from “Salaries*^ 
in the case of individuals 
during the financial year 1981- 
82, and also for computation 
of “Advance Tax” payable 
during that year in the case 
of all categories of taxpayers 
have been specified in Part 
ill of the First Schedule to 
the Bill. These rates are also 
applicable for deduction of 
tax at source during the finan« 
cial year 1981-82 from retire* 
ment annuities payable to 
partners of registered firms 
engaged in certain professions 
(such as, chartered accoun¬ 
tants, solicitors, lawyers, etc.) 
and for charging income-tax 
during the financial year 1981- 
82 on current incomes in cases 
where accelerated assessments 
have to be made, for example, 
provisional assessment of shijv 
ping profits arising in India 




NMOC CONSULTANCY SERVtCES 


NMDC Shares its technical expertise and proven experience built over two decades in the fields 
of Geological Investigation, Ore Sampling, Ore Testing, Mineral Processing. Mine Design and Planning, 
Procurement, Construction Management, Infrastructure Development and Management Support Services. 
Clients can avail this expertise and experience for : 

—conducting Feasibility Studies 
—preparation of Detailed Project Reports 
—testing of Ores on Laboratory and Pilot Plant Scale 
— development of Flow-sheets 
-design of Ore Handling Plants 
— Training of Operatives in our Mines and Plants 

— Project Formulation Management, Construction, Commissioning, Performance Guarantee tests etc. 
Some of our esteemed cliciUs include ■ Steel Authority of India, Kudremukh Iron Ore Company, 
Geological Survey of India, Mineral Exploration Corporation, Rajasthan State Mines & Minerals Ltd., 
Maharashtra State Mining Corporation, Karnataka State Industrial Investment Corporation (through Engi¬ 
neers India Lid), Bharat Aluminium Company, Rajasthan State Mineral Development Corporation, Indo- 
Nepalese Joint Venture Cement Plant (along with Engineers India Ltd.), General Establishment of Geology 
and Mineral Resources, Syrian Arab Republic (along with MECON) and the list is growing rapidly. 

Backed by modern R & D facilities including pilot Plant at Hyderabad, NMDC assists in solving 
problems in Mineral Processing Plants, Ore Handling Plants, Triboligy etc., 
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non-residents, assessment of 
(persons leaving India for good 
f during the financial year 1981- 
82, assessment of persons who 
are likely to transfer property 
to avoid tax. These rates 
dilfer from the rales specified 
,;iii Part I of the First Schedule 
for the assessment of incomes 
' }mble to tax for the assess- 
ihent year 1981-82 as ex- 
'iplained in the following 
paragraphs. 

Individuals, Hindu Un¬ 
divided Families, Unregis¬ 
tered Firms, etc. 

9. Rais hiof the exemption 
limit— The exemption limit for 
income-tax in the case of 
individuals, Hindu Undivided 
Families (other than those with 
one or more members having 
separate income exceeding the 
exemption limit), unregistered 
firms, associations of persons, 
etc., is proposed to be raised 

' from Rs 12,000 to Rs 15,000. 
In this connection, it may be 
mentioned that, although ex¬ 
emption limit for income-tax 
on personal incomes was raised 
from Rs 10,000 to Rs I2,0(K) 
under the Finance (No 2) 
Act, 1980, the nit rate slab 
was retained at Rs 8,000. It 
is now proposed to raise the 
w7 rate slab also to Rs 15,000 
in such cases. The exemption 
limit in the case of Hindu 
Undivided F'amilies with one 
or more members having 
separate income exceeding the 
exemption limit will, however, 
continue at the existing level 
,jof Rs 12,000. 

10. Modification in the rate 
: schedule- The rate schedule 

rmplicablc in the case of in¬ 
dividuals, Hindu Undivided 
Families (other than those with 
one or more members having 
separate income exceeding the 
exemption limit), unregistered 
firms, associations of persons, 
etc., has been modified. The 
existing slabs of income, name¬ 
ly, Rs 15,001 20,000 and 
Rs 20,(K)I 25,000 are being 
merged and the rate of tax 
applicable thereto is proposed 
to be fixed at 30 per cent as 
against 18 jxt cent and 25 
per cent respectively. Further, 
the rate of tax applicable to 
'the slab of income ofRs25,(X)l- 
is being stepped up 


from 30 per cent to 34 per 
cent. The rates of tax appli¬ 
cable to the subsequent slabs 
of income will, however, re¬ 
main unchanged. The rate 
of surcharge on income-tax 
applicable to all categories of 
non-corporate taxpayers has 
also been kept unchanged at 
10 per cent. 

It may, however, be men¬ 
tioned that although the rates 
of tax applicable to the slabs 
of income from Rs 15,001 to 
Rs 30,000 appear to have been 
increased, the tax liability of 
taxpayers having income up 
to Rs 30,000 has, in fact, been 
reduced as compared to the 
existingtaxliability as a result 
of the raising of the nil rate 
slab to Rs 15,000. However, 
the tax liability of taxpayers 
having total income exceeding 
Rs 30,000 has remained un¬ 
changed. 

The tabic alongside shows at 
selected levels of income of 
an individual the comparative 
incidence of lax (including sur¬ 
charge) at: 

(a) the rates applicable 
during the financial year 1980- 
81 for the purposes of com¬ 
putation of “Advance Tax*' 
and deduction of tax at source 
from “Salaries’* (which arc 
being made applicable to in¬ 
comes assessable for the as¬ 
sessment year 1981-82); and 

(b) the rates proposed in 
the Bill for computation of 
“Advance Tax” and deduction 
of tax at source from 
“Salaries” during the financial 
year 1981-82: 

11. The rate schedule in the 
case of Hindu Undivided Fami¬ 
lies having one or more mem¬ 
bers with independent income 
exceeding the exemption limit 
remains unchanged, 

12. Co-operative societies, re¬ 
gistered firms and local autho¬ 
rities -In the case of co¬ 
operative societies, registered 
firms and local authorities, the 
rates of income-tax, as also 
surcharge thereon, have res¬ 
pectively been specified in 
‘Paragraph B, Paragraph C 
and Paragraph D of Part III 
of the First Schedule to the 
Bill. These rates are the same 
as those speiified in the cor¬ 


responding Paragraphs of 
Part 1 of the First Schedule. 

13. Partially integrated taxa¬ 
tion of non-agricultural income 
with Income derived from agri¬ 
culture—M in the past, the 
Finance Bill provides that in 
the case of individuals, Hindu 
Undivided Families, un¬ 
registered firms or other asso¬ 
ciations of persons or bodies 
of individuals and artificial 
juridical persons, the net agri¬ 
cultural income will be taken 
into account for computation 
of “Advance Tax” and charg¬ 
ing of income-tax on certain 
incomes in cases where accele¬ 
rated assessments arc required 
to be made during the financial 
year 1981-82. These provisions 
are broadly the same as in 
the earlier year, except for the 
modifications made in the con¬ 


text of raisit^ of nO rate 
to Rs 15,000 in the case of 
individuals, unspecified Hindu; 
Undivided Families, etc. 

14. Companies—T\ie rates of 
income-tax (including sur¬ 
charge) in the case of com¬ 
panies have been specified in 
Paragraph E of Part HI of 
the First Schedule to the Bill 
for the purpose of compu¬ 
tation of “Advance Tax” pay¬ 
able by them during the finan¬ 
cial year 1981-82. The basic 
fates of income-tax in the case 
of companies are the same as 
the rates specified in Para¬ 
graph E of Part I of that 
Schedule for incomes assess¬ 
able for the assessment year 
1981-82. However, the rate 
of surcharge on income-tax 
in the case of all categories 
of companies is proposed to 


Comparative Incidence of Tax at Selected Levels of Income in 
the Case of Individuals 


Income 

Income-tax 
(including 
surcharge) 
at existing rates 

Income-tax 
(including 
surcharge) 
at proposed rates 

Difference 

Rs 

Rs 

Rs 

Rs 

12,500 

165 


(-) 

165 

13,000 

330 

— 

(-) 

330 

14,000 

660 

— 

(-) 

660 

15,000 

990 

— 

(-) 

990 

16,000 

1,320 

330 

(-) 

990 

17,000 

1,551 

660 

(-) 

891 

18,000 

1,749 

990 

{-) 

759 

19,000 

1,947 

1,320 

(-) 

627 

20,000 

2,145 

1.650 

(-) 

495 

21,000 

2,420 

1,980 

(-) 

440 

22,000 

2,695 

2,310 

(-) 

315 

23.000 

2,970 

2,640 

(-) 

330 

24.000 

3,245 

2,970 

(-) 

275 

25,000 

3,520 

3,300 

{-) 

220 

30,000 

5,170 

5,170 

Nil 

40,000 

9,570 

9,570 


Nil 

50,000 

13,970 

13,970 


Nil 

60,000 

19.470 

19,470 


Nil 

70,000 

24.970 

24.970 


Nil 

80,000 

31,020 

31,020 


Nil 

90,000 

37,070 

37,070 


Nil 

1,00,000 

43,120 

43,120 


Nil 

1.50,000 

76,120 

76,120 


Nil 

2,00,000 

1,09,120 

1,09,12 


Nil 

3,00,000 

1,75,120 

1,75,120 


Nil 

4,00,000 

2,41,120 

2,41,120 


Nil 

5,00,000 

3,07,120 

3,07,120 


Nil 
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be reduced from 7,5 per cent 
to 2.5 per cent of the income- 

(Clause 2 and the First 
Schedule) 

IV. Proposod Amondments 
fo the Income-Tax Act 

15, Raising of the standard 
deduction admissihh in the case 
of salaried taxpayers AJndQV 
the existing provisions, salaried 
taxpayers are entitled to a 
standard deduction in the com¬ 
putation of their taxable salary. 
Tiie standard deduction is al¬ 
lowed in an amount equal 
to 20 per cent of the salary 
up to Rs 10,000 and 10 per 
cent of the balance, subject 
to an overall ceiling limit of 
Rs 3,500. This standard de¬ 
duction is however, restricted 
to Rs 1,000 in the following 
cases : 

(i) where the employee is 
in rccepil of conveyance al¬ 
lowance from his employer, 
or 

-' (li) where he is provided 
with any motor car, motor 


cycle, scooter or any other 
moped by his employer for 
use otherwise than wholly and 
exclusively in the performance 
of his duties, or 

(iii) where he is allowed the 
use of any one or more motor 
cars (otherwise than wholly 
and exclusively in the per¬ 
formance of his duties) out 
of a pool of motor cars owned 
or hired by the employer. 

16. In recent years, there 
has been a significant increase 
in the capital cost of motor 
vehicles as also in the main¬ 
tenance expenditure on normal 
running and repairs. The Bill, 
accordingly, proposes to 
increase the standard deduc¬ 
tion at all levels of salary 
income to 20 per cent of 
such income, subject to an 
enhanced overall ceiling limit 
of Rs 5,000. 

17. In the case of a tax¬ 
payer in receipt of a con¬ 
veyance allowance, the amount 
of expenditure incurred out 
of such allowance wholly, 
necessarily and exclusively 
in the performance of his 


duties is exempt from income- 
tax. The excess conveyance 
allowance granted to an em¬ 
ployee is, however includible 
in the taxable income of the 
employee. Hence, in a case 
where the amount paid in 
excess of the legitimate re¬ 
quirements has been included 
in the taxable income, there 
does not appear to be any 
justification for restricting the 
quantum of standard deduc¬ 
tion. The Bill, accordingly, 
proposes to provide that the 
standard deduction will not 
be limited to Rs 1,000 in the 
case of emplovees in receipt 
of conveyance allowance. 

18. The proposed amend¬ 

ments will take effect from 
April 1, 1982 and will, 

accordingly, apply in relation 
to the assessment year 1982- 
83 and subsequent years. 

(Clause 4) 

V. Mtasures for Counter¬ 
ing Tax Avoidance 

19. Measures to plug loop¬ 
holes for tax avoidance through 
the medium of ora! trusts - 


Under the existing provisions,^ 
a “representative assessce” in-"' J 
eludes a trustee appointed' 
under a tru.st declared by a 
duly executed instrument in 
writing whether testamentary 
or otherwise (including a valid -Qj 
wakf deed). Every represen- 
tative assessce is subject to 1 
the same duties, responsibi- ^ 
lilies and liabilities as if the | 
income were income received S 
by him beneficially and is i 
liable to be assessed in his j 
own name in respect of that 1 
income. Where the shares of 
the beneficiaries in the income 
of the trust arc specific and i 
ascertainable, the tax is levied i 
and recovered from the trustee I 
in the same manner and to 
the same extent as it would 
be leviable upon or recover- ■: 
able from the beneficiary. The 
assessment can also be made i 
directly on the beneficiary. 

20. On the other hand, in 
a case where the shares of the 
beneficiaries in the trust are 
indeterminate or unknown, the 
entire income of such trust 
is chargeable to income tax 


: 
X 
t 
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A growing company through 
growing confidence 

Sundaram Finance- a growth story 

Sundaram Finance started in 1954 with a modest capital of Rs. 2 lakhs. Today, 26 years later, 
the paid-up capital is Rs. 200 lakhs and free reserves Rs. 172 lakhs. The total assets of the company 
exceed Rs. 45 crorcs as at 31st December 1979. 

Right from the outset, it has been the corporate policy of the company to provide total service to 
the customer, big or small. It has on its rolls 6700 customers and over 23,000 depositors on date. 

Growing confidence-' a happy consequence 

Each year finds more customers and depositors coming to Sundaram Finance, because, over the years, 
the company has built up a reputation for reliability and service. 

The shares of the company have registered substantial appreciation over the years a positive sign 
of growing confidence in the company. 

We owe it to you 

You have helped us grow, helped us to serve the road transport industry and most of ail, helped 
us to serve you. 

No wonder Sundaram Finance is the largest hire purchase company in India today. 
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at the maximum marginal 
rate. 

^ 21. In recent years, certain 

taxpayers have resorted to the 
device of the oral trusts to 
circumvent the existing pro¬ 
visions. This is because the 
existing provisions do not 
apply to an oral trust and the 
trustees in such cases are not 
regarded as a representative 
assessees for the purposes of 
the Income-tax Act. As a 
result, the trustees of an ojal 
trust are charged to tax as 
an association of persons at 

^ the normal rates applicable to 
an association of persons. By 
creating a large number of 
oral trusts, each having a small 
income, a taxpayer can, there¬ 
fore, effectively reduce his tax 
liability. 

22. With a view to curbing 
tax avoidance through the 
medium of oral trusts, it is 
proposed to make the follow¬ 
ing amendments, namely : 

(i) A trustee appointed 
under an “oral trust” will be 
regarded as a representative 
assessec in respect of income 
received by him on behalf, 
or for the benefit of any 
person. 

(ii) An oral trust will, how¬ 
ever, be regarded as a trust 
declared by a duly executed 
instrument in writing if a 
statement in writing signed by 
by trustee, setting out the 
purposes of the trust, parti¬ 
culars as to the trustees, the 
beneficiaries and the trust pro¬ 
perty, IS forwarded to the 
Income-tax Officer within the 
specified time limit. Where 

r the trust has been declared 
before .lune 1, 1981, the 

specified lime limit will be 
the period of three months 
fiom tha<^ date and in any 
other case, three months from 
the date of the declaration of 
the trust. 

(iii) Any income received by 
a trustee on behalf, or for the 
benefit, of any person under 
an oral trust will be charge¬ 
able to tax at the maximum 
marginal rate. 

23. The effect of the above 
provisions will be as follows: 

(i) An oral trust, terms 
whereof are not subsequently 
recorded in writing and in¬ 


timated to the Income-tax 
Officer in the specified manner, 
will be chargeable to income- 
tax at the maximum marginal 
rate in all cases. 

tii) An oral trust, terms 
whereof are subsequently 
recorded in writing and inti¬ 
mated to the inceme-tax 
Officer in the specified manner, 
will be chargeable to income- 
tax at the maximum mai*ginal 
rale in cases where the shares 
of the beneficiaries aie inde- 
terniinalc or unknown. Where, 
however, such shares arc 
known, the lax will be levied 
and recovered from the trustee 
in the same manner and to 
the same extent as would be 
leviable or recoverable from 
the beneficiaries. 

24. These amendments will 
take effect from April I, 
1981 and will accordingly apply 
in relation to the assessment 
year 1981-82 and subsequent 
years. 

(Classc 14 and 15) 

25. Measures to phtf^ hop- 
hohs for tax avoidance through 
the mediiiin of associations of 
persons where in shares of 
members are not defined - 
Under Ihe existing provisions, 
an “association of persons" 
is an assessable entity. The 


expression “association of per¬ 
sons” has not been defined in 
the Income-tax Act. For 
forming an association of per¬ 
sons, it is, however, necess; ry 
that members must join to¬ 
gether for the purpose of pro¬ 
ducing income. 

26. The income of an asso¬ 
ciation rf persons is charged 
to income-:ax at the rates 
applicable to an individual. 
Further, in the case of a mem¬ 
ber of an association of per¬ 
sons , no lax is payable on 
any portion of amount which 
such member is entitled to 
receive from the association 
of persons on which income- 
tax has already been paid by 
the association. Such portion 
is, however, taken into account 
for determining the rate of 
tax in the case of the member. 

27. Instances have come to 
the notice of the Government 
that some taxpayers arc in¬ 
creasingly resorting to the 
creation of associations of 
persons without defining the 
shares of members with a 
view to avoiding proper tax 
liability. The modus operandi 
in such cases is that a tax¬ 
payer with large income crea¬ 
tes a number of associations 
of persons without specifying 
the shares of its members 


and each of such associatiq^l 
declaring a small part of wfa^ 
in reality is the income 
the taxpayer. No part of 
income of the association vff 
liable to be taxed in the han^ 
of its members as their sharei 
are indeterminate or unknown 
and care is taken to ensure 
that members do not receive 
any income during the life 
of the association. Undet 
this situation, income-tax il 
payable only by the associatioi: 
of persons on a small income 
declared by it at the normd;! 
rates. The net result of the 
arrangement is that the 
payer pays only a small frac¬ 
tion of the tax that would 
otherwise be due from him 

28. In order to counter suCi 
attempts at lax avoidance 
through the creation of mul¬ 
tiple associations of person! 
without defining the shares o 
members, the Bill proposes tc 
make a provision in the In 
come-tax Act in order t( 
provide that such association: 
will be liable to tax at the 
maximum marginal rate 
Where, however, the share 
of members of the associatioi 
in its income are not specifiec 
in relation to only a part o 
such income, only such par 
will be chargeable to income 
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The 'third' rail is an ingenious 
single rail, running parallel to the 
tracks of an underground railway, 
which carries the entire power 
requirement of the tram- 
propulsion lights, air-conditioning 
ventilation and an-compressors 
for braking These are used in 
nearly all the developed countries 
of the world 

This third rail is the High 
Conductivity Rail developed and 
produced by the Bhilai Steel Plant of 
Steel Authority of India Limited for 
India's first ever' underground railway 
system- the Metro Railways. Calcutta. 
The Rail & Structural Mill at Bhilai 
lias successfully rolled and 



4a 


delivered a trial order of 2S0 
tonnes of these rails oui of a total 
order of 3500 tonnes- (or on track 
testing The unique feature of this 
sophisticated 52 Kg/m rail is. 
low-carbon steel with a distinct 
‘rim sone' of comparatively softer 
power-iron, which gives the rail 
its high electrical conductivity 
This is yet another example of 
SAIL'S continuous endeavour to 
develop newer products to meet the 
growing needs of a wide range of 
consumers in the country. 

{ 

tiMi Authority of India Umitad 

CmUU MirkMtaa OffMilwtiMi ^ 
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tax «C tihie ind^^ ntargmal 
rate, while the rest of the 
; income in which the shares 
'of the members are specific, 
would be chargeable to tax 
at the normal rates. 

29. As mentioned above, the 
share of profit from an asso¬ 
ciation of persons is included 
in the assessment of the 
member of such association 
for rate purposes. It is further 
proposed to provide that in 
the case of an association of 
persons in which the shares 
of the members are indeter- 
rminate or unknown, the shares 
of all members will be deemed 
to be equal and the amount 
^ ascertained will be included 
in the assessment of the mem¬ 
bers of the association for 
rate purposes. For this pur¬ 
pose, the shares of members 
of the association will be re¬ 
garded as indeterminate or 
unknown if such shares arc 
not ascertainable at the time 
of the formation of associa¬ 
tion or at any time thereafter. 

30. These amendments will 
take effect from April 1, 
1981 and will accordingly apply 
in relation to the assessment 
year 1981-82 and subsequent 
years. 

(Clauses 13 and 16) 

31. Measures for facilitating 
the association or participation 
of foreign companies in oil 
exploration and production — 
The provisions of the Income- 
tax Act extend to the whole 
of India. For this purpose, 
India includes the territorial 
waters upto 12 nautical miles 
from the nearest point to the 


Under 

the existing provisions, in the 
case of non-residents, only in¬ 
come accruing or arising to 
or received in India is charge¬ 
able to income-tax. 

32. The Territorial Waters, 
Continental Shelf, Exclusive 
Economic Zone and other 
Martime Zones Act, 1976 pro¬ 
vides that the Exclusive Eco¬ 
nomic Zone of India is an 
area adjacent to the territorial 
waters and the limit of such 
zone is 200 nautical miles from 
the baseline. In this Ex¬ 
clusive Economic Zone, the 
Central Government has 
sovereign rights for the pur¬ 
pose of exploration, exploita¬ 
tion, conservation and manage¬ 
ment of natural resources. The 
Central Government is em¬ 
powered, by notification in the 
Official Gazette, to extend, 
with such restrictions and 
modifications as it thinks fit 
any enactment for the time 
being in force in India or any 
part thereof, to the Exclusive 
Economic Zone or any part 
thereof and to make such 
provisions as it may consider 
necessary for facilitating the 
enforcement of such enact¬ 
ment. Where any such enact¬ 
ment is so extended, it will 
have the effect as if the Ex¬ 
clusive Economic Zone or any 
pail thereof to which it has 
been extended were a part 
of the tcriilory of India. 

33. At present, considerable 
exploration work is being 
undertaken in the ofT-rhorc 
regions situated in the Ex¬ 
clusive Economic Zone to dis- 


pover mineral oils. Since the 
Exclusive Economic Zone 
does not form part of terri¬ 
tory of India, any income 
accruing or arising to, or 
received by, a non-resident in 
such Zone is not chargeable 
to income-tax. A notification 
is being issued in terms of 
the Territorial Waters, Con¬ 
tinental Shelf, Exclusive Eco¬ 
nomic Zone and othei 
Maritime Zones Act, 1976 to 
extend the direct tax enact¬ 
ments to the Exclusive Eco¬ 
nomic Zone. 

34. India is seeking parti¬ 
cipation of foreign companies 
in the field of oil exploration 
and production and the 
Government is at present 
examining the question of 
entering into agreements with 
such companies on a parti¬ 
cipation basis. In the context 
of this position, it is neces¬ 
sary for the Central Govern¬ 
ment to have powers to relax 
or modify the provisions of 
the Income-tax Act. It is 
accordingly proposed t^ insert 
a new Section 293a in the 
Income-tax Act with a view 
to enabling the Central 
Government to make an ex¬ 
emption/reduction in rate or 
other modification in respect 
of income-tax in favour of 
persons with whom the Central 
Government enters into agree¬ 
ments for the association or 
participation of that Govern¬ 
ment or any person authorised 
by it in any business of pros¬ 
pecting for, or extraction or 
production of, mineral oils 
or natural gas. This power 


WtTH COMPLiMSNTS PROM 


will be available id 
to income earned by 
persons from the busineSi ^ 
oil exploration or produCdiiM 
where in any on-shore 
ojT-shore area, income by dw 
of technical service Sm 
received by them and salariaa 
received by their cmployecsi 
The tax concessions under 
proposed provision will 
granted by a notification nl 
the Official Gazette which wllj 
be placed on the Table cij| 
both Houses of Parliament^ 

35. The existing provision! 

of the Income-tax Act proi 
vide for machinery for securiiiil 
flexible deductions in respetn 
of expenses and allowancq| 
etc admissible in determimi^ 
the profits and gains of axil 
business of prospecting for^ oi 
extraction or production blj 
mineral oils. These provision^ 
can be invoked only wher! 
the Central Government hai 
entered into an agreement witli 
the persons concerned for proSi 
pecting for, or extraction, oi 
production of, mineral oilsanc 
the Central Government is 
participant in such business; 
Since it is likely that th^ 
Central Government may uoj 
directly participate in suct 
business but instead its no{ 
minee, such as, a statuton 
corporation may do so, thf 
Bill seeks to amend the 
levant provisions to includl 
the joint ventures wherein aiij 
person authorised by the Cem 
iral Government and not the 
Government itself is a partij 
cipant. i 

36. Further, the agreemettj 
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en ihc Central Govern- 
it and the person conccrn- 
may make provisions in 
Irclation to the expenditure by 
Vjwaiy of infructuous or abortive 
^ 5 ;«X)>loration of expenditure in- 
^veurred on drilling or explora- 
;|lion activities and depletion 
iftllowance, and where such 
iprovisions are made, Ihc ex- 
Ipenditure or allowances are 
'|c^niputed in accordance with 
fthe agreement and not in 
'jiaccordance with the general 
flprovisions of the Income-tax 
fAct. Ilowevcr, the agreement 
-^nnot provide for a diffe- 
jr^tial basis for the compu¬ 
rgation of depreciation allow'- 
ances. The Bill seeks to 
provide that the deductions 
permitted under the agreement 
may cover depreciation allow¬ 
ance as well. 

37. These amendments w^ill 
take clTect from April I, 
1981. 

(Clauses S and 22) 


> Incentives for Export- 
Oriented and other 
Priority Industries 

38. Complete tax holiday for 
ndustrial units situated in free 
rade Under the cxist- 

ng provisions, a partial lax 
, loliday is granted in respect 
)f profits made by a tax- 
>ayer from an industrial 
indcrtaking newly set up in 
ndia. Where the industrial 
, indertaking is set up before 
ipril 1, 19KI, the “tax 

,oliday“ concession consists of 
xemplion from income-tax up 
I'O a specified percentage of 
capital employed in the 
f^dcrlaking for five initial as- 
^^sment years. Where an 
iMustrial undertaking is set 
after March 31, 1981, 

fie taxpayer owning the in- 
kistrial undertaking is entitled 
,) a deduction, in the com¬ 
utation of his taxable in¬ 
line, of 20 per cent of the 
rofits and gains (25 per cent 
1 the case of company, derived 
om such industrial undcr- 
,king for eight initial assess- 
ent years (10 years in the 
of a co-operalive society), 
ibjecl to certain conditions. 

I?' 

^|39. At present, there are 
free trade zones, namely, 
^ Kandia Free Trade Zone 


and Santacruz Electronics Ex¬ 
port Processing Zone. Under 
the existing provisions, tax¬ 
payers who have established 
new industrial undertakings in 
these free trade zones are 
entitled to the benefit of the 
partial tax holiday, investment 
allowance, export markets 
development allowance, addi¬ 
tional depreciation allowance 
and other incentives available 
in the case of all industrial 
undertakings. A number of 
countries have set up free 
trade zones to attract invest¬ 
ment for industrial growth by 
offering substantial tax con¬ 
cessions including a complete 
tax holiday for a specified 
number of years. 

40. With a view to en¬ 
couraging cstrblishmcnl of 
cxport-oricntcd industries in 
the fice tiidc zorcs, the Bill 
seeks to provide for complete 
lax exemption in rcs) ccl of 
the profits and gains dciivcd 
from industrial undertakings 
set up in thc.se zones for a 
period of five initial cssci-s- 
ment years. This concession 
will also apply in relation to 
other free ir; dc /(mes that 
may be set up in future. 
This tax concession will be 
available to all taxpayers, in¬ 
cluding foreign companies and 
non-resident non-corporatc 
taxpayers. The proposed “tax 
holiday” will be in lieu of 
all other tax concession?’, c.g., 
investment allowance, the exist¬ 
ing partial tax holiday, con¬ 
cessions available to industries 
set up in backw'ard areas, 
etc. It is being provided that 
after the expiry of the tax 
holiday period, there will be 
no carry forward of any un- 
abserbed losses, depreciation, 
development rebate, invesl- 
mcnl allowance, tax holiday 
deficiency or any other de¬ 
duction or allowance admis¬ 
sible under the Income-tax 
Act. For the purposes of 
depreciation, the written down 
value of the assets used in 
the industrial undertakings for 
the assessment years subse¬ 
quent to the tax holiday period 
will be determined as if the 
depreciation allowable under 
the existing provisions had 
actually been claimed and al¬ 
lowed. Some of the existing 


tax concessions, such as, the 
deduction available in relation 
to new industrial units set up 
In backward areas and small- 
scale industrial undertakings 
established in rural areas ex¬ 
tend over a period exceeding 
five years. Units availing of 
the complete lax holiday now 
proposed will not be entitled 
entitled to such concessions 
even after the expiry of the 
tax holiday period. 

41. The industrial units set 
up during any of the pre¬ 
vious year relevant to the 
assessment years 1977-78 to 
1980-81 will, at their option, 
be entitled to complete tax 
holiday for the un-expired 
period of five years. The 
tax conoeFsion in relation to 
the existing units is being 
made optional on the con¬ 
sideration that some taxpayers 
may find it more profitable 
to avail cf the general tax 
concessions which are allowed 
in relation to new industrial 
undertakings under the exist¬ 
ing provisions. Where the 
existing units exercise their 
option for complete tax holi¬ 


day for the unexpired period 
of five years, no refund of 
any tax for any of the assess** 
ment years 1977-78 to 1980-81 
will be allowed. 

42. This amendment will 
take effect from April 1, 
1981 and will accordingly apply 
in relation to the assessment 
year 1981-82 and subsequent 
years. 

(Clause 3) 

43. Liberalisation of the pro¬ 
vision relatinf* to development 
allowance At present, a tax¬ 
payer carrying on the business 
of growing and manufacturing' 
tea in India is entitled to a 
deduction, in the computation 
of his taxable profits, of a 
development allowance with 
reference to the actual cost 
of planting tea bushes. The 
development allowance is 
granted at the rate of 50 
per cent of the cost of plant¬ 
ing tea bushes on land which 
had previously been abandoned 
or which is newly brought 
under plantation. 

44. The deduction in res¬ 
pect of development allowance 
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ts granted in two stages. Ute 
deduction is first allowed in' 
oOTiiputing the profits of the 
second accounting year reckon¬ 
ed from the accounting year 
in which the land was pre¬ 
pared for planting, with re¬ 
ference to the actual cost of 
planting up to that year. The 
deduction is next allowed in 
computing the profits of the 
fourth accounting year reckoned 
from the accounting year in 
which the land was prepared 
for planting. The quantum 
af development allowance to 
l)c allowed at the second stage 
is equal to the difference bet¬ 
ween : (a) the amount of deve¬ 
lopment allowanc'e computed 
in respect of the actual cost 
of planting incurred duiing 
the four accounting years; and 
(b) the development allowance 
allowed at the first stage, i.c.. 
in respect of the second 
accounting year. 

45. The actual cost of plant¬ 
ing comprises the cost of pre¬ 
paring the land; the cost of 
■'seeds, cutting and nurseries; 
the cost of planting and re¬ 
planting; and the cost of up- 


thereof for the account- 
ff$ in which the land has 
beeti prepared for planting 
and three succeeding account¬ 
ing years. However, where 
such cost exceeds Rs 10,000 
per hectare for land in plains or 
Rs 12,500 per hectare in respect 
of land situated in hilly areas, 
the excess amount is ignored 
for the purpose of grant cf 
development allowance. 

46. Tea continues to be one 
of our major exporl-oricnlcd 
crops and it is necessary to 
maintain profits and profit¬ 
ability of the industry at a 
high level. In view of the 
all-round escalation in costs, 
the Bill seeks to raise the 
monetary ceiling limit for the 
cost of planting for the pur¬ 
pose of the grant of develop¬ 
ment allowance in the follow¬ 
ing manner : 

(i) for tea gardens situated 
in the plains Rs 30,000; 

(ii) for tea gardens in hilly 
areas other than Darjeeling 
district Rs 35,000; and 

(iii) for lea gardens situated 
in hilly areas of the district 
of Darjeeling Rs 40,000. 


4% The proposed amend- 
will take effect from 
A|^i) 1982 and will [accord¬ 

ing^ apply in relation to the 
assessment year 1982-83 and 
subsequent years. 

(Clause 6) 

48. Inclusion of Electronics 
Industry in the Ninth Schedule 
to the Income-tax Act —The 
Ninth Schedule to the Income- 
tax Act contains a list of 
priority industries which are 
at present entitled to the 
following lax concessions, 
namely : 

(i) Under Section 80M of 
the Income-tax Act, full de¬ 
duction is granted in respect 
of income by way of dividends 
received by a domestic com¬ 
pany from an Indian com¬ 
pany formed and registered 
under the Companies Act, 1956 
after February 28, 1975 and 
engaged exclusively or almost 
exclusively in the manufac¬ 
ture or production of any 
one or more of the following 
articles or things specified in 
the Ninth Schedule, namely: 

1. Non-ferrous metal. 


2. I^erro-altoys and 
steels. 

Steel castings and foi^ 

ings. 

4. Electrio motors. 

5. Industrial and agricak^ 
tural machinery 

6. Earth-moving ina^nery;^! 

7. Machine tools. J 

8. Fertilizers, namely, 
monium sulphate, atnmoniuis^i 
sulphate nitrate (double salt);! 
ammonium nitrate, caldunai^ 
ammonium nitrate (nitrolimt^ 
stone), ammonium chlorid 
superphosphate, urea and co. 
plex fertilizcis of synthetS 
origin containing both nitr 
gen and phosphorus, such 
ammonium phosphates, 
monium sulphate phosphab 
and ammonium nitropho 
phate. 

9. Soda ash. 

10. Caustic soda. 

11. Commercial vehicles. 

12. Ships. 

13. Tyres and tubes. 

14. Paper, pulp and news*i‘| 
print. 

15. Cement. 

16. Pesticides. 

17. Inorganic heavy ch 
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e cals (other than soda ash 
d caustic soda mentioned 
items 9 and 10 respectively). 
I ' 18. Organic heavy chemicals. 

1 19, Industiial explosives. 

;(ii) Under Section 5(I)(xxa) 
the Wealth-tax Act. a tax- 
^jayer is entitled to exemption 
|;from wealth-tax in respect of 
value of the equity shares 
companies established with 
main object of carrying 
•Jj ibn the business of construc- 
>tion, manufacture or produc- 
Vtion of any one or more 
farticles or things specified in 
the list in the Ninth Schedule 
-I of the Income-tax Act without 
il any ceiling limit, for five initial 
I assessment years. 

49. Electronics industry pos- 
^sesscs attributes of a priority 
industry from the point of 
tview of considerable employ- 
jment potential and substantial 
scope for increased exports. 
The Bill, accordingly, proposes 
to include the following seg¬ 
ments of the electronics in¬ 
dustry in the Ninth Schedule to 
the Income-tax Act, namely: 

“Electronic component r 

* and raw material; computers 


and peripherals; Communi¬ 
cation equipment; process 
control, instrumentation, in¬ 
industrial and professional 
grade electronic equipment.'* 
The Bill further proposes 
to amend Section 80M of the 
Income-tax Act to provide that 
dividends declared by Indian 
companies manufacturing elect¬ 
ronic components referred to 
in the preceding paragraph 
would qualify for full ex¬ 
emption in the hands of the 
domestic companies. Another 
result of inclusion of the elect¬ 
ronics component industry in 
the Ninth Schedule would be 
that individuals and Hindu 
Undivided Families would be 
entitled to complete exemption 
from wealth-tax in respect of 
the initial issue of equity 
shares of companies manu¬ 
facturing electronic compo¬ 
nents for five assessment years 
without any ceiling limit. 

50. These amendments will 
take effect from April 1, 

J 982 and will accordingly apply 
in relation to the assessment 
year 1982-83 and subsequent 
years. 

(Clauses 11 and 23) 


51. AmenJiment cf $he 
Eleventh Schedule to the 
Income-tax The Eleventh 
Schedule to the Income-tax 
Act contains a list of articles 
or things of low priority for 
certain specified purposes and 
has relevance for the follow¬ 
ing provisions of the Income- 
tax Act, namely: 

(i) Under Section 32A of 
the Income-tax Act, a tax¬ 
payer who has installed new 
machinery or plant for the 
purposes of the business of 
manufacture, production or 
construction of any article or 
thing, other than an article 
or thing of low priority speci¬ 
fied in the Eleventh Schedule 
to the Income-tax Act is en¬ 
titled to an investment allow¬ 
ance at the rate of 25 per 
cent of the actual cost of 
such machinery or plant, in 
the computation of his tax¬ 
able profits. 

(ii) Under Section 80CC of 
the Income-tax Act, an in¬ 
dividual, a Hindu Undivided 
Family or an association of 
persons consisting of married 
couples gc verned by the system 


o/ community of property in 
certain Union Territories i$ 
entitled to a deduction, in the 
computation of the taxable 
income, in respect of the cost 
of shares of, inter alia, cer- 
certain industrial companies, 
other than those engaged in 
the manufacture of any article 
or thing of low priority speci¬ 
fied in the Eleventh Schedule 
to the Income-tax Act, subject 
to certain conditions. 

(iii) Under Section 80-1 of 
the Income-tax Act, a tax¬ 
payer who derives any profits 
and gains from a newly 
established industrial under¬ 
taking is entitled to a deduc¬ 
tion, in the computation of 
the taxable income, of a 
specified percentage of such 
profits and gains. subject to 
certain conditions. Ore of 
the conditions laid dowii in 
this behalf is that such in¬ 
dustrial undertaking should not 
be engaged in the manufac¬ 
ture or production of any 
article or thing specified in 
the list in the Eleventh Schedule 
to the Income-tax Act. 

A small-scale industrial 
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uhdertai^g ifl, however, en-' 
titled to the tax concessions 
I refercd to in (i) and (iii) above 
^ even though it may be engaged 
in the manufacture or pro¬ 
duction of any article or thing. 

52. There appears to be no 
justification for treating many 
of the listed industries as of 
low priority. On a review, 
it is proposed to amend the 
Eleventh Schedule to the In¬ 
come-tax Act so as to exclude 
the following articles or things 
from the Eleventh Schedule, 
namely : 

^ 8. Broadcast television 

' receiver set; rrdios (including 
transistor sets); radiograms and 
tape recorders (ireluding cas¬ 
sette recorders and tape decks). 

11. Electric fans. 

12. Domestic electrical appli¬ 
ances, not falling under any 
other ilem in this list. 

Explanation “Domestic 

electrical appliances” means 
electrical appliances normally 
used in the household and 
similar appliances used in 
places, ‘.uch as, hotels, restau¬ 
rants, hostels, offices, educa¬ 
tional i n SI i tut ions and hos¬ 
pitals. 

13. Household furniture, 
utensils, crockery and cutlery 
not falling under any other 
items ill this list. 

14. Pressure cookers. 

15. Vacuum fiasks and other 
vacuum vessels. 

16. Tableware and sanitary¬ 
ware. 

17. Glass and glassware. 

18. Chinaware and porcc- 
lainwarc. 

p 19. Mosaic tiles and glazed 
' tiles. 

20. Organic surface active 
agents; surface active prepa¬ 
rations and washing prepara¬ 
tions whether or not contain¬ 
ing soap. 

21. Synthetic detergents. 

26. Pigments, colours, 

paints, enamels, varnishes, 
blacks and cellulose lacquers. 

29. Amplifiers or any other 
apparatus used for addressing 
the public. 

53. This amendment will 
^ lake effect from April 1, 
1982 and will accordingly apply 
in relation to the assessment 


year 1982-83 and sub^quent 
years. 

(Clause 24) 

54. Increase in the quantum 
of deduction in respect of 
medical expenses on handicap- 
ped dependents— Under t ne 
existing provisions, resident in¬ 
dividuals and Hindu Undivided 
Families incurring expenditure 
on the medical treatment (in¬ 
cluding nursing) of a handi¬ 
capped dependant arc entitled 
to a specified deduction in 
respect of such expenditure 
in the compulation of their 
total income. The handi¬ 
capped dependant for this pur¬ 
pose means a relative of the 
individual being the husband, 
wife, brother, sister or any 
lineal ascendant or descendant 
of that individual, or a member 
of the Hindu Undivided Family 
who is not dependant on any 
person other than such in¬ 
dividual or Hindu Undivided 
Family for his support or main¬ 
tenance. The handicapped 
dependant should be suffering 
from a physical or menial 
disability which is certified by 
a medical practitioner to have 
the effect of reducing consider¬ 
ably such person’s capacity 
for normal work or engaging 
in a gainful employment. The 
deduction to be allowed is 
for a specified amount, even 
through the expenditure actu¬ 
ally incurred by the assessee 
for the medical treatment of 
the handicapped dependant is 
less than that amount or ex¬ 
ceeds it. The specified amount 
of the deduction is, (a) Rs 2,400 
in a case where the handi¬ 
capped dependant has been 
admitted for not less than 
182 days during the previous 
year in a hospital, nursing 
home, medical institution or 
any other institution notified 
by the Central Government 
to be an institution for the 
care of handicapped persons 
and fees or charges arc pay¬ 
able to such hospital, nursing 
home or institution, and (b) 
Rs 600, in any other case. 
In each case, the amount of 
the deduction is required to 
be reduced by the income, 
if any, of the handicapped 
dependant during the relevant 
previous year. 

In view of considerable 


increase in the cost of 
medical expenses to look 
after a handicapped depen¬ 
dant, the Bill proposes 
to raise the quantum of de¬ 
duction from the existing level 
of Rs 2,400 to Rs 4,800 and 
from Rs 6(X) to Rs 1,200. 

55. The proposed amend¬ 
ments will take effect from 
April 1, 1982 and will accord¬ 
ingly apply in relation to as¬ 
sessment year 1982-83 and sub¬ 
sequent years. 

(Clause 9) 

Other Tax Concessions 

56. Increase in the quantum 
of agRrcgati of the deductions 
in respect of profits trans¬ 
ferred to spi dal reserve in 
the case of financial corpora¬ 
tions and public housing finance 
companies- Under the existing 
provisions, financial corpora¬ 
tions engaged in providing 
long-term finance for industrial 
or agricultural development in 
India and public companies 
engaged in carrying on the 
business of providing long¬ 
term finance for construction 


or purchase of houses in led 
for residential purposes 
entitled to a deduction, ;i 
the computation of their 
able profits, in respect of ti 
amount transferred by th 
out of such profits of a spec 
reserve account, up to 
per cent of their taxable 
come. This concession 
available only where the fin$ 
cial corporation or, as 
case may be, the public he 
ing finance company 
approved by the Centi^ 
Government for this purposaf 
The aggregate of the dedi^‘ 
lions on this account over"^ 
period of years cannot, b(«| 
ever, exceed the amount ^ 
the p:iid-iip capital. 


57. The approved financ^ 
corporations and pub& 
housing finance companies apij 
cpgi^£cd in the promotion O 
important socio-economic oB 
iecti\:s. With a view t< 
enabling such corporalic-rs art< 
companies to extend the scali 
of their operations, the Bil 
seeks to double the preseb 
ceiling in respect of profit 
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tied to the special reserve 
Lint. 

^1' 58. The proposed amcnd- 
finepl will take effect from 
|Aprii 1,15*82 and will rccord- 
ftgly apply in relation to as- 
l^ssment year 1982-83 ard 
nbsequent years. 

(Clause 7) 

1^59. Extension of the tax eon^ 

" essions to the book publishing 
stry—Under section 8()-QQ 
the Income-tax Act, any 
rson carrying on a business 
India of the printing and 
^^blication of books, or only 
publication of books without 
|lhe activity of printing, is 
^titled to a deduction, in the 
^computation of his taxable 
lincome, of an amount equal 
20 per cent of the profits 
Sand gains fiom such business. 


The deduction is admissible 
up to the assessment year 
1980-81. It may be mentioned 
that the deduction under this 
section is not admissible to a 
taxpayer who carries on the 
business of printing of books 
unless the books so printed 
arc published by him. For 
the purpose of this provision, 
“books” do rrot include news¬ 
papers, journals, magazines, 
diaries, tjrochures, pamphlets 
and other publications of a 
similar nature. 

CO. With a view to en¬ 
couraging the publication of 
books in India, the Bill seeks 
to extend the benefit of this 
lax concession for a further 
period of five assessment years 
ending with assessment year 
1985-86. 


61. ife f^posed 
ment will take effect from 


April 1, 1981. 

(Clause 12) 

62. Modification of the dt~ 
finition of '‘\^muU-scale indns- 
trial undertaking '’*—Under the 
existing provisions of the 
Jncom^'-tr.x Act, the follow¬ 
ing tax concessions are avail¬ 
able in the case of small- 
scale industrial undertakings, 
namely : 

(i) Investment allowance is 
admissible in respect of any 
machinery or plant installed 
in a small-scale industrial 
undertaking for the purposes 
of business of manufacture or 
production of any article or 
thing including an article or 
thing of low priority specified 
in the list in the Eleventh 



Sdiedttle to' tto 

Act. 

(ii) A taxpayer is entitled 
to a deduction, in the com-' 
putation of his taxable in¬ 
come, of an amount equal 
to 20 per cent of the profits 
and gains derived from a 
small-scale industrial under¬ 
taking set up in a rural area 
for ten initial assessment 
years. 

(iii) A taxpayer owning a 
small-scale industrial under¬ 
taking is entitled to a de¬ 
duction in the computation 
of his taxable income, of an 
amount equal to 20 per cent 
of profits and gains (25 per 
cent in the case of a company) 
derived from a small-scale in¬ 
dustrial undertaking which 
may be engaged in the manu- 
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facture or production ot any 
article or thing, including an 
article or thing of low priority 
specified in the list in the 
Eleventh Schedule to the 
income-tax Act, for eight 
initial assessment years (10 
years in the case of coopera¬ 
tive society). 

63. For the purposes of the 
tax concessions referred to 
above, a “small-scale indus¬ 
trial undertaking'* has been 
defined as an industrial under¬ 
taking in which the aggregate 
value of the machinery or 
plant installed as on the last 
day of the previous year does 
not exceed Rs 10 lakhs. In 
the statement on ’ Industrial 
Policy made by the Minister 
of State for Industry in July, 
1980, Government has an¬ 
nounced its decision to in¬ 
crease the limit of investment 
in the case of the genera¬ 
lity of small-scale industrial 
undertakings, from Rs 10 
lakhs to Rs 20 lakhs in order 
to boost the development of 

- small.scale industries and to 
ensure their rapid growth. 
This measure is also intended 
to facilitate long overdue 
modernisation of many of the 
existing small-scale units. 

64. In view of the increase 
in the aforesaid, qualifying 
monetaiy limit for a small- 
scale industrial undertaking, 
the Bill seeks to make amend¬ 
ment in the relevant provisions 
of the Income-tax Act to pro¬ 
vide that an industrial under¬ 
taking will be regarded as a 
small-scale industrial under¬ 
taking in which the aggre- 

^ gate value of the machinery 
or plant installed as on the 
last day of the relevant pre¬ 
vious year does not exceed 
Rs 20 lakhs. Accordingly, 
an industrial undertaking will 
be regarded as a small-scale 
industrial undertaking if the 
aggregate value of the 
machinery or plant installed 
as on the last day of the 
previous year ending after 
July 31, 1980 docs not exceed 
Rs 20 lakhs. 

65. In regard to the provi- 
sion for partial exemption of 
profits and gains derived from 
a small-scale industrial under¬ 
taking in the rural areas, it 
is proposed to provide that 


where an industrial under¬ 
taking was not eligible for 
this tax concession in view of 
the investment in machinery 
or plant exceeding Rs 10 
lakhs but not exceeding Rs 20 
lakhs, in any earlier years, 
such undertaking would be 
eligible for the benefit of this 
tax concession for the un¬ 
expired portion of 10 year 
period specified in the said 
provision. 

66. The proposed amend¬ 
ments will take effect from 
April I, 1981 and will accord¬ 
ingly apply in relation to as¬ 
sessment year 1981-82 and 
subsequent years. 

(Clauses 5 and 10) 

67. Amendment of the pro¬ 
visions relating to qiealifications 
of the Members of the Appel¬ 
late Tribunal and related m^it- 
ters~ Under the Income-iax 
Act, 1961, an appeal from 
an order passed by an Income- 
tax Officer lies to the Appel¬ 
late Assistant Commissioner, 
and in certain cases to the 
Commissioner of Income-tax 
(Appeals). Appeals from 
orders passed by or with the 
approval of the inspecting 
Assistant Commissioner lie to 
the Commissioner of Income- 
tax (Appeals). The second 
appeal from an order of the 
Appellate Assistant Commis¬ 
sioner or the Commissioner 
(Appeals) lies to the Income- 
tax Appellate Tribunal. 
Appeals from certain orders 
passed by the Commissioner 
of Income-tax also lie to the 
Income-tax Appellate Tribunal. 
Other direct tax enactments 
contain practically identical 
provisions in regard to appeals 
which can be filed to the 
Appellate Tribunal. 

68. At present, the Central 
Government is empowered 
to constitute an Appellate 
Tribunal consisting of as many 
Judicial and Accountant 
Members as it thinks fit to 
exercise the powers and dis¬ 
charge the functions conferred 
on the Appellate Tribunal by 
the Income-tax Act. The 
qualifications for being ap¬ 
pointed as a Judicial Member 
or an Accountant Member 
in the Appellate Tribunal are 
as under : 


(a) Judicial Member : • 

<\) The person should have 
held a civil judicial post for 
at least 10 years, or 

(ii) the persons should be 
a member of the Central 
Legal Service (not below Gr. 
Ill) for at least 3 years, or 

(iii) he should have been 
in practice as an advocate for 
at least 10 years. 

(b) Accountant Member : 

(i) The person should have 
been in p»*aclicc for at least 
10 years as a chartered 
accountant or as a registered 
accountant or partly as a 
chartered accountant and part¬ 
ly as a registered accountant, 
or 

(ii) hes hould have served 
as an Assistant Commissioner 
of Income-tax for at least 3 
years. 

69. The Finance (No. 2) 
Act, 1980, has, inter alia, 
made provisions relating to 
the establishment of the 
Customs, Excise and Gold 
(Control) Appellate Tribunal. 
Although the proposed Cus¬ 
toms Tribunal is being set 


up on the same tines as 
Income-tax Appellate Tribu 
consisting of a President, Vii 
President, Judicial Memh 
and Technical Metnh 
(instead of Accountant 
bers in the Income-tax Ap_ 
late Tribunal), the incumbeii 
of the proposed Customs T|. 
bunal would be paid hightlj 
salaries as compared to tne;^ 
counterparts in the Tncomflt 
tax Appellate Tribunal. |b 
has been decided to bring 
status as well as the emol# 
ments and the position of tin 
Income-tax Appellate TribuM 
on a par with the propoS# 
Customs Tribunal. 

70. The qualifications 
appointment as a Judic 
Member in the proposed.! 
toms Tribunal are practic 
identical with those for 
appointment of a Judioi^ 
Member in the lncomc-ti| 
Appellate Tribunal except ttt| 
a Judicial Member in f||f 
proposed Customs Tribatiii 
should have been a membf 
of the Central Legal Serv^ 
(not below Gr. I) for at leg| 
3 years, while a person win* 
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been a member of the 
fttral l^gal Service (not 
ow Gr III) quali/ies for 
ointment as a Jiidtciai 
[iber in the Income-tax 
ellate Tribunal. Since it 
Eecided to bring the qu.ali- 
pitions of Members of both 
Tribunals on par, the 
seeks to provide that a 
who has been a mcm- 
of the Central Legal Ser- 
and has held a post in 
I of thai Service or 
equivalent or higher post 
rat least 3 years will qualify 
r appointment as a Judicial 
Pmber in the Income-tax 
ellate Tribunal. 

1^1. The olher channel of 
ointment as Judicial 
ober in the Income-tax 
tllate Tribunal is from 
{arsons who have, for at 
St 10 years, held a judicial 
St or who have been in 
actice as an advocate for 
tlcast 10 years. The existing 
‘fitment rides for the 
ointment as a Judicial 
nber, Jncomc-iax Appel- 
Tribunal are such that 
# person who after a spell 
|| the bar had joined the 


Tribunal or the Legal Depart¬ 
ment of a State Government 
would not be eligible for 
appointment as a Judicial 
Member although he may be 
qualified to be a Judge of the 
High Court. Since it appears 
somewhat anomalous that a 
person who may be qualified 
to be a Judge of the High 
Court would not be eligible 
to be appointed on a post 
of lower level, such as. Judicial 
Member in the Income-tax 
Appellate Tribunal, the Bill 
seeks to bring the qualifi¬ 
cations for appointment as a 
Judicial Member on par with 
the qualifications for appoint- 
rnent as a Judge of the High 
Court in the case of persons 
holding a judicial office or 
practising as an advocate. The 
Bill accordingly proposes 
that a person shall not be 
qualiiied for appointment as 
a Judicial Member of the 
Income-tax Appellate Tribunal 
unless: 

(i) He has for at least 10 
years held a judicial office 
in the territory of India; or 

(ii) He has been in practice 


as an advocate for at least 

10 years. 

For this purpose, in com¬ 
puting the period during which 
a person has held judicial 
office in the territory of India, 
there shall be included any 
period during which the person 
has been an advocate or has 
held the office of a Member 
of the Tribunal or any post 
under the Union or a Slate 
requiring special knowledge of 
law. Further, in computing 
the period during which a 
person has been an advocate, 
there shall be included any 
period during which a person 
has held judicial office or the 
office of a Member of the 
Tribunal or any other post 
under the Union or State, 
requiring special knowledge of 
law after he becomes an 
advocate. 

72. A person who belongs 
to the Indian Customs and 
Central Excise Service, Group 
A qualifies for appointment 
as a Technical Member in 
the proposed C'ustoms Tri¬ 
bunal if he has held the post 


of Collector of Customs or 
Central Excise, Level I, or 
any equivalent or higher post 
for at least 3 years. Since iJ 
has been decided to bring the 
qualifications of the Members 
of both the Tribunals on par, 
it would have been necessary 
to require a person who has 
been a Member of the Indian 
Income-tax Service, Group A 
and has held the post of 
Commissioner of Income-tax, 
Level J, or any other equiva¬ 
lent or higher post for at 
least 3 years, to be qualified 
for appointment as the 
Accountant Member in the 
Income-nx Appellate Tribu¬ 
nal. However, the promotional 
opportunities in both these 
services are not similar. Having 
regard to the differential pro- 
mcjtional opportunities in the 
two services, the Bill proposes 
to provide that a person 
belonging to the Indian 
Income-tax Service, Group A 
who has held the post of the 
Commissioner of Income-tax 
or any other equivalent or 
higher post for at least 3 
years will qualify for appoint¬ 
ment as an Accountant Mem- 
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bcr in the Income-tax Appel¬ 
late Tribunal. 

^ 73. Under the provisions re¬ 
lating to the proposed Cus¬ 
toms Tribunal, the fee for 
filing of an appeal to the 
Tribunal, except in the case 
of a departmental appeal will 
be Rs 200. Under the Tneoxne- 
tax Act, such fee has been 
fixed at Rs 125 only. The 
Bill seeks to raise the fee for 
appeals before the Income- 
tax Appellate Tribunal to the 
level prescribed under the pro¬ 
posed Customs Tribunal. The 

^fee for filing reference appli¬ 
cation to the High Court is 
also proposed to be similarly 
increased from Rs J25 to 
Rs 200, as provided in re¬ 
lation to the proposed Cus¬ 
toms Tribunal. 

74. 'I'hese amendments dis¬ 
cussed in paragraphs 70 to 72 
will take effect from April 1, 
1981 ^whilc the amendments 
referred to in paragraph 73 will 
take effect from June 1, 1981. 

(Clauses 18 to 21) 

75. Raising of threshold jor 
payment of ad\wtce tax in 
certain cases: Income-tax is 
required to be paid in advance 
during every financial year in 
three equal instalments by 
spectfied dates on the tax¬ 
payer's cut rent income (other 
than capital gains or income 
by way of winnings from lot¬ 
teries, race winnings, etc.) 
liable to tax for the assessment 
year next following the finan¬ 
cial year. Advance lax is 
payable only where the income 
of the taxpayer subject to 
advance tax exceeds the limit 

^specified below; 

(a) in the case of a company 
or a local authority— Rs 2,500; 

(b) in the case of a register¬ 
ed firm—Rs 20,000; 

(c) in the case of other cate¬ 
gories of taxpayers—Rs 12,000. 

With the raising of the 
exemption limit to Rs 15,000 
in the case of individuals, un¬ 
specified Hindu Undivided 
Families, associations of per¬ 
sons, unregistered firms, etc., 
the aforesaid limit of Rs 
^12,000 is proposed to be in¬ 
creased to Rs 15,000. How¬ 
ever. in the case of a Hindu 
Undivided Family having at 


least one member with inde¬ 
pendent income exceeding the 
exemption limit, the threshold 
for payment of advance tax is 
being retained at the existing 
level. 

76. The proposed amend¬ 
ment will talte effect from 
June 1, 1981. 

^Clause 17) 

V. Proposed Amendments 
to the Wealth-tax Act 

Measures for Countering 
Tax Avoidance 

77. hfeasures to plug loop¬ 
holes far tax avoidance through 
the medium of oral trusts: 
Under the existing provisions, 
a court of wards, administrator 
general, an official trustee of 
any receiver or manager or 
any other person, appointed 
under any order of a court to 
manage property on behalf of 
another or a trustee appointed 
under a trust declared by a 
duly executed instrument in 
writing is charged to wealth- 
tax in respect of any assets 
held by him, in the like man¬ 
ner and to the same extent as 
it would be leviable upon and 
recoverable from the person on 
whose behalf or for whose 
benefit such assets are held. 

78. On the other hand, in a 
case where the shares of the 
beneficiaries in the assets of 
the trust are indeterminate or 
unknown, the net wealth of 
such trust is chargeable to 
wealth-tax in the like manner 
and to the same extent as an 
individual citizen of India and 
resident in India, at the rates 
specified in Part I of Schedule 
1, or at the rate of 3 per cent, 
whichever course would be 
more beneficial to the revenue. 

79. In recent years, certain 
taxpayers have resorted to the 
device of creation of oral trusts 
to circumvent the existing 
provisions. This is because 
the existing provisions do not 
apply to an oral trust and the 
trustees of an oral trust are 
charged to wealth-tax at the 
rates applicable to an indivi¬ 
dual. By creating a large 
number of oral trusts, each 
having a small co^us, a tax¬ 
payer can effectively reduce 
his wealth-tax liabihty. 

. 80. With a view to curbing 
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Ulx ftvoidftiice through the 
medium of oral trusts, it is 

^proposed to make the follow¬ 
ing amendments, namely : 

(i) A trustee appointed under 
an oral trust will be regarded 
as an individual in respect of 
the assets held by him on be¬ 
half, or for the benefit, of any 
person; 

(ii) an oral trust will, how¬ 
ever, be regarded as a trust 
declared by a duly executed 
instrument in writing, if a 
statement in writing, signed by 
the trustee, setting out the 

f purpose of the trust, particu¬ 
lars as to the trustees, 
the beneficiaries and the trust 
property, is forwarded to the 
Wealth-tax Officer within the 
specified time limit. Where 
the trust has been declared 
before June J, 1981, the 
specified time limit will be the 
period of three months from 
that date and in any other 
case,Mhrce months from the 
date of the declaration of the 
trust; and 


(iii) any assets held by a 
trustee on behalf, or for the 
benefit, of any person under 
an oral trust will be charge¬ 
able to tax in the like manner 
and to the same extent as an 
individual citizen of India 
and resident in India at the 
rates specified in Part 1 of 
Schedule 1 or at the rate of 3 
per cent, whichever course 
would be more beneficial to 
the revenue. 

81. The effect of the above 
provisions will be as follows: 

(i) An oral trust, terms 
whereof are not subsequently 
recorded in writing and inti¬ 
mated to the Wealth-tax 
Officer in the specified manner 
will be chargeable to wealth- 
tax at the rates applicable to 
an individual citizen of India 
and resident in India or at 
the rate of 3 per cent, which¬ 
ever course would be more 
beneficial to the revenue. 

(ii) An oral trust, terms 
whereof are subsequently re¬ 
corded in writing and inti¬ 


mated to the Wealth-tax 
Officer in the specified man¬ 
ner will be chargeable to 
wealth-tax at the rates appli¬ 
cable to an individual citizen 
of India and resident in India 
at the rates specified in Part 1 
of Schedule 1, or at the rate 
of 3 per cent, whichever 
course would be more bene¬ 
ficial to the revenue in cases 
where the shares of the bene¬ 
ficiaries are indeterminate or 
unknown. Where, however, 
such shares are known, 
wealth-tax will be levied and 
recovered from the trustees in 
the same manner and to the 
same extent as would be 
leviable or recoverable from 
the beneficiarjcs. 

82. These amendments arc 
similar to the amendments 
proposed to be made in Sec¬ 
tions 160 and 164 of the In¬ 
come-tax Act referred to in 
paragraphs 19 to 24. 

83. These amendments will 
take effect from April 1, 
1981 and will accordingly 


apply in relation to the 
ment year 1981-82 and subm 
quent years. 

(Clause 2^ 

84. Measures to plug hep 
holes for tax avoidance throuii 
the medium of associations 6} 
persons wherein shares of mem 
bers are not defined: Undei 
the Wealth-lax Act, 1957| 
individuals and Hindu Un| 
divided Families are thetaxabM 
entities. An aFsociation ol 
persons is not charged ii 
wealth-tax on its net wealth'. 
Where an individual or i 
Hindu Undivided Family is j 
member of the association o 
persons, the value of tin 
interest of such member ii 
determined in accordance witj^ 
the rules and included in tl| 
net wealth of the member. 

85. It has come to tfH 
notice of the Government thw 
some taxpayers arc increm 
ingiy resorting to the creatiql 
of associations of persoir 
without defining the shares 4 
the members with a view % 
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Kling proper tax UabiUty. 

operandi in such 
pn is ihat a taxpayer with 
fge assets creates a number 
lassociations of persons with- 
it specifying the shares of 
I members. In such cases, 

1 ^ part of the assets of the 
ipeiation is liable to be 
ted in the hands of its 
^bers as their shares arc 
leterminate or unknown 
4, as a result, the taxpayer 
ys only a small fraction of 
t wealth-tax that would 
Icrwise be due from him. 

K. In order to counter such 
tempts at tax avoidance 
ioUgh the creation of mulli- 
h associations of persons 
pioul defining the shares of 
embers, the Bill proposes to 
hke provision in the Wealih- 
k Act in order to provide 
hi such associations will be 
^le to lax in the like manner 
to the same extent as an 
ilividual citizen of India 
d resident in India at the 
:es specified in Part 1 of 
liedule 1 or at the rale of 
»er cent, whichever course 


would be more beneficial to 
the revenue. For this purpose, 
the shares of the members of 
the association of persons will 
be regarded as indeterminate 
or unknown if such shares arc 
not ascertainable at the time 
of the formation of associa¬ 
tion or at any time thereafter. 

87. Where any business or 
profession carried on by an 
association of persons referred 
to in the preceding paragraph 
has been discontinued or the 
association has been dissolved, 
the Wtalth-tax Officer will be 
empowered to make an assess¬ 
ment on the net wealth of the 
association as if no sach dis¬ 
continuance or dissolution had 
taken place and all other pro¬ 
vision of the Act, including the 
provisions relating to the levy 
of penalty or ony other sum 
will apply to such assessment. 
The Wealth-lax Officer, the 
Appellate Assistant Commis¬ 
sioner and the Commissioner 
(Appeals) arc being empower¬ 
ed to impose or direct the 
imposition of penalty referred 
to in Sections 18 and 18A if 


such association has been 
found to be guilty of any of 
the acts specified in those sec¬ 
tions. Further, every person 
who was, at the time of such 
discontinuance or dissolution, 
a member of the association 
and the legal representative of 
any such deceased person will 
be jointly and severally liable 
for the tax, penally or other 
sum payable. Where any such 
discontinuance or dissolution 
takes place after any proceed¬ 
ings in respect of an assessment 
year have commenced, I he 
proceedings may be continued 
against the persons referred to 
earlier from the stage at which 
they stood at the lime of such 
discontinuance or dissolution. 
The Bill also seeks to provide 
that in computing the net 
wealth of such association, 
any assets referred to in the 
specified clauses of Section 5(1) 
will not he excluded. 

88. Where such association 
of persons is dissolved, the Hill 
seeks to provide that notices 
under the Wealth-lax Act in 
re.spect of any matter relating 


to ^ aaflociation may be serv* 
ed on any peirson who was a 
member of such association 
immediately before its dissolu¬ 
tion. 

89. These amendments will 
take effect from April 1, 1981 
and will accordingly apply in 
relation to the assessment 
year 1981-82 and subsequent 
years. 


(Clauses 27 and 31) 

90. Enhancement of fees in 
respect af appeal to the AppeU , 
late Tribunal or reference ta 
the High Court —Under the 
existing provisions, a fee of 
Rs 125 is payable by a taxpayer 
in respect of appeals to the 
Appellate Tribunal. Similarly, 

a fee of Rs 125 is payable by 
a taxpayer in respect of a re¬ 
ference application to the High 
Court. The Bill seeks to raise 
the fees payable in this behalf 
to Rs 200. 

91. This amendment is simi¬ 
lar to the amendment proposed 
to be made in Sections 253 and 
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256 (tf the Inoome-tax Act 
referred to in paragraph 73. 

^ 92. These amendments will 
take effect from June 1, 1981. 

(Clauses 28, 29 and 30) 

VI. Froposed Amendments 
to the Gift-tax Act 

93* Enhancement of fees in - 
respect of appeals to Appellate 
Tribunal and reference applica¬ 
tion to the High Court—\Jnder 
the existing provisions, a fee 
of Rs 125 is payable by a tax¬ 
payer in respect of an appeal 
the Appellate Tribunal. 
Similarly, a fee of Rs 125 is 
payable by a taxpayer in res¬ 
pect of a reference application 
to the High Court. The Bill 
seeks to raise the fee payable 
in this behalf to Rs 200. 

94. This amendment is simi¬ 
lar to an amendment proposed 
to be made in Sections 253 and 
256 of the Income-tax Act re¬ 
ferred fo in paragraph 73. 

95. These amendments will 
take effect from June 1, 1981. 

(Clauses 32 to 34) 

VII. Pro poasd Amendments 
to the Companies (Profits) 
Surtax Act 

96. Insertion of provisions 
relating to payment of advance 
A'Mr/flA—The Companies (Pro¬ 
fits) Surtax Act, 1964 provides 
for the levy of surtax on the 
chargeable profits of companies 
in excess of the statutory de¬ 
duction. Although both in¬ 
come-tax and surtax are pay¬ 
able by companies, unlike in¬ 
come-tax, surtax is not payable 

, in advance during the financial 
^ jrear immediately preceding 
the relevant assessment year. 
The Bill seeks to make certain 
provisions for the payment of 
surtax in advance. These pro¬ 
visions are broadly on the lines 
of the corresponding provisions 
in the Income-tax Act relating 
to payment of advance tax by 
companies. 

97. Under the proposed pro¬ 
visions, surtax will be payable 
in advance during every finan¬ 
cial year in respect of the com¬ 
pany's current chargeable 
amount (i.e. the amount of 
bhargeable profits in excess of 
the statutory deduction) liable 
to tax for the assessment year 


r . ' \ 

next following the financial 
year. The advance surtax will 
be payable in three equal in¬ 
stalments on specified dates 
which are the same as under 
the Income-tax Act. 

98. A company which has 
been previously assessed by 
way of regular assessment un¬ 


der the Companies (Profits) 
Surtax Act will be required to 
send a statement of advance 
surtax payable by it to the 
liicome-tiix Ofllce on or before 
the date on which the first in¬ 
stalment of advance surtax is 
payable by it. The advance 
surtax payable in such cases 


will be computed with referenbe 
to the last assessed chargeable 
amount of the company ot 
where a provisional assessment 
has been made on a highef 
chargeable amount for a latei 
assessment >ear, with reference 
to the chargeable amount as 
so provisionally assessed. The 
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m^EAs tbe ag^gate of 
the following amouiits ; 

(i) Paid-up share capital. 

(ii) Development rebate 
and investment allowance re¬ 
serves. 

(iii) Other reserves exclud¬ 
ing such amounts credited 
thereto as have been allowed 
as deduction in computing the 
taxable income. 

108. The expression “char¬ 
geable profits*’ has been de¬ 
fined to mean the total in- 
vome of an assessee computed 
under the Income-tax Act for 
the previous year and adjusted 
in accordance with the pro¬ 
visions of the First Schedule. 
The rules contained in the 
First Schedule, inter alia, pro¬ 
vide for the exclusion of the 
following items from the total 
income, namely :- 

(i) income by way of divi- 
ends from an Indian company 
or a company which has made 

^he prescril^d arrangements 
for the declaration and pay¬ 
ment of dividends within India; 
and 

(ii) income by way of roy¬ 
alties received from Govern¬ 
ment or a local authority or 
any Indian concern. 

109. Under the Income-tax 
Act, the income by way of 
dividends is charged to tax 
undei the head “Income from 
other sources” and is comput¬ 
ed under Section 57 after mak¬ 
ing the deduction, firstly, in 
respect of any reasonable sum 

^aid by way of commission 
or remuneration to a banker 
or any other person for the 
purposes of realising such 
dividends on behalf of the 
company, and secondly, in res¬ 
pect of any other expenditure, 
not being capital expenditure, 
laid out or expended wholly 
and exclusively for the purpose 
of mdcing or earning such 
income, e.g. interest paid on 
borrowings utilised for the 
purchase of shares. 

110. In the case of Cloth 

"SSTraders Private Limited V, 

Additional Commissioner of 
Ineome-tax^ Gujarat i [(1979) 


118 ITR 245], the Supreme 
Court held that, in computing 
the taxable income for the 
purposes of the Income-tax 
Act the deduction in respect of 
inter-corporate dividends 
should be allowed on the gross 
amount of such dividends re¬ 
ceived by the company and 
not with reference to net 
amount, i.e., after giving de¬ 
duction in respect of interest 
paid on borrowings, etc. Since 
this decision ran counter to 
the legislative intent to grant 
such deduction with reference 
to the net income by way of 
dividends only, the Finance 
(No. 2) Act, 1980 inserted a 
new Section 80AA in the In¬ 
come-tax Act clarifying the 
intention with retrospective 
effect .from April 1, 1968. In 
several cases, High Courts 
have held that even for the 
purposes of determining char¬ 
geable profits under the Com¬ 
panies (Profits) Surtax Act, 
the gross amount of dividends 
should be excluded from the 
total income. The legislative 
intent could have only been 
to exempt from surtax the 
amount of dividends which 
has actually been included in 
the total income and, accord¬ 
ingly, the High Coi rt rulings 
have resulted in giving an 
unintended benefit to com¬ 
panies in respect of dividends 
received by them from domes¬ 
tic companies. 

111. The Bill, therefore, 
seeks to amend the First Sche¬ 
dule to the Companies (Pro¬ 
fits) Surtax Act, 1964, so as to 
provide that, in computing the 
chargeable profits, the amount 
of income or profits and gains 
referred to in Rule 1, which 
stands included in the total 
income will alone be deducted 
from the chargeable profits. 
In other words, the amount 
of dividends and royalties as 
computed for the purpose of 
Income-tax Act after allowing 
all deductions (including de¬ 
duction under Sections SOM 
and 80MM) will only be exclud¬ 
ed for the purpose of surtax. 

112. The proposed amend¬ 
ment will take effect from 
April 1, 1981 and will accord¬ 
ingly apply in relation to as¬ 


sessment year 1981-82 and 
subsequent years. 

(Clause 43) 

VIII. Proposad Amendment 

to tho Interest-Tax Act 

113. Amendment of provision 
relating to the payment of fee 
in connection with appeal to the 
Appellate Tribunal. Under the 
existing provisions, a fee of 
Rs 125 is payable by a tax¬ 
payer in respect of appeals to 
the Appellate Tribunal. The 
Bill seeks to raise (his fee to 
Rs 200. 

114. This amendment is 
similar to the amendment pro¬ 
posed to be made in Section 
253 of the inceme-tax Act re¬ 
ferred to in paragraph 73. 

115. This amendment will 
take effect from June 1,1981. 

(Clause 44) 

IX. Proposed Amendment 

to the Hotel-Receipts 

Tax Act 

116. Amendment of provi¬ 
sion relating to the payment of 
fee in connection with the ap¬ 
pellate Tribunal. Under the 
existing provisions, a fee of 
Rs 125 IS payable by a tax¬ 
payer in respect of appeals to 
the Appellate Tribunal. The 
Bill seeks to raise this fee to 
Rs200. 

117. This amendment is 
similar to the amendment pro¬ 
posed to be made in section 
253 of the Income-tax Act 
referred to in paragraph 73. 

118. This amendment will 
take effect from June 1, 1981. 

(Clause 45) 

X. Proposad Amondmants 
to tho Compulsory Depo¬ 
sit Schomo (Income-tax 
Payers) Act, 1974 

119. Extension of the Com¬ 
pulsory deposit scheme in the 
case of income-tax payers for 
another two years: Under the 
Compulsory Deposit Scheme 
(Income-tax Payers) Act, 1974. 
individuals, who are citizens 
of India, Hindu Undivided 
Families and trustees of dis- 


eiretionary trusts are require 
to make compulsory deposil^;^ 
for the assessment years 1975-:| 
76 to 1981-82 (both inclusive)^'| 
if their “current income” ei^ 
ceeds Rs 15,000. In view efj 
the continuing . need to raise! 
the level of savings in thej 
economy, it is proposed to 5; 
continue the compulsory de- 
posit scheme in the case of | 
income-tax payers for another | 
two years, i.e., for the assess- 
ment years 1982-83 and 1983*^i 
84. The rates of deposit will,,| 
however, remain unchanged; f 

120. Under the existing | 
provisions, compulsory depo-1 
sit made or recovered from a‘5 
depositor in any financial year 
is repayable in five equal ins-'^' 
talmcnts commencing from. ^ 
the expiry of two years from 
the end of the financial year V 
in which the deposit was madef l 
or recovered. The Income-tax 
Officer, however, is empower* 
cd to permit earlier repay¬ 
ment of the deposit or any 
instalment thereof together 
with interest due thereon 
in the cases of extreme , 
hardship. 

121. Under an amendment ;; 

made in 1977, individuals who v' 
are over 70 years of age have 
been exempted from the re- s 
quirement of making anjf ; 
compulsory deposit. The Bill, 
seeks to liberalise the position 1 
by providing that where a J 
person has reached the age 
of 70 years in a financial;;, 
year, the balance standing to 
his credit in the compulsoi^ : 
deposit account will, at his 
option, be repayable to him 
on the expiry of such financial : 
yeai. Where any person has i 
crossed the age of 70 years j 
before April 1, 1981, the ^ 

amount standing to his credit ;! 
in the compulsory deposit | 
account will be repayable tO'-| 
him, if he so desires, oil ^ 
June 1,1981. | 

122. The amendment dis- i 

cussed in paragraph 119 will t 
come into force on April 
1981 and the amendment 
ferred to in paragraph 121'! 
will take effect from June 1. i 
1981. I 

(Clause 53) { 
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Customs 


^he proposals include the following 


1. (a) Increase in the import duty (basic plus auxiliary) on newsprint for printing of newspapers, books 

and periodicals from Nil duty to 15 per cent ad valorem 

(b) increase in the import duty (basic plus auxiliary) on stainless steel bars (including bright bars) and 
wire rods of diameter 10 mm and above from 75 per cent ad valorem to 175 per cent ad valorem. 

(c) increase in the import duty (basic) on plain shaft bearings from 60 per cent ad valorem to 100 per cent 
ad valorem^ 

(d) increase in the import duly (basic) on computers and computer peripheral units from 40 per cent 
ad valorem to 50 per cent ad valorem. 

(e) increase in the rates of auxiliary duty of customs on all imported goods (including machinery and 
Project imports)—with certain exceptions—by 5 percentage points. 

, (f) reduction in the import duty (basic plus auxiliary) on certain specified intermediates for the manu¬ 

facture of drugs from 75 per cent ad valorem to 20 per cent ad valorem (standard). 

(g) reduction in the import duty (basic, auxiliary and additional) on certain machines and testing instru¬ 
ments for electronics industry from the existing rates to 30 per cent ad valorem. 

(h) reduction in the import duty (basic plus auxiliary) on certain raw materials and components for 
electronics industry from the existing rates to 50 per cent ad valorem^ additional (countervailing) 
duty would be leviable only on items classifiable under Central Excise Tariff Item No. 68. 

2. Additional revenue estimated from: 

(i) increase in the additional (countervailing) duties on imported goods consequent upon the increase in 
customs duty (basic plus auxiliary) on imported goods; and 

(ii) increase in the additional (countervailing) duties on imported goods consequent upon changes in 
excise duties on certain indigenous goods. 

3. Other important changes include : 

(a) reduction in the import duty (basic) on colour scanners for use in the printing industry from 100 per 
cent ad valorem, to 60 per cent ad valorem. 

(b) full exemption from auxiliary duty of customs on 3 GATT bound items and maintaining of existing 
level of auxiliary duty of customs on other GATT bound items in general: 

(c) reduction in import duty (basic plus auxiliary) on hearing aid appliances, braille watches, and braille 
one-day alarm clocks, imported by post or air for personal use from 120 per cent ad valorem, to 10 
per cent ad valorem, and maintaining of auxiliary duty of customs at the existing level on certain 
items such as orthopaedic appliances etc. for handicapped and disabled persons. 

The revenue implication is negligible. 

The net effect of the proposals in a year is as shown below : 

(i) Gain in revenue due to increase in import duties including additional (countervailing) duties. 

(ii) Loss in revenue due to reduction in import duties. 

Net Gain 

(Clauses 46 and 47) 


Estimated net effect 
in one full year 


(Rs. 

lakhs) 

(+) 

2125 

(+) 

500 

(+) 

275 

(+) 

100 

(+) 

21500 

(-) 

115 

(-) 

64 

(-) 

51 

(+) 

3500 

(+) 

500 


(+) 

28500 

(-) 

230 

f+) 

28270 


Union Excise Duties 


General Notes 

(1) Percentages indicated under the “Rate of duty” column are "'ad valorem"'" 

Abbreviations : 

B ^ Basic duty 

A - Additional duty in lieu of sales-tax 

AT = Additional duty on textiles and textile articles 

S = S]:^cial duty 

DR = Different rates 

NC — No change 

Neg. ~ Negligible 

NES — Not elsewheie specified 

p -- paise 

Rs. - Rup^s 

T — Metric tonne 

(3) Indicators 

•• = Revenue measure 

41 * =s= Restructuring of duty rates with or without revenue significance. 

^ = Rationalisation with nil or negligible revenue significance. 

^ = Relief measure 

(4) Where the tariff rates indicated under columns 5 and 6 arc also the effective rates, they have not been shown separately 

(5) Effective rates wherever indicated have been fixed by notifications. 
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Announcing a major 
breakthrough 
in fertilizer manufacture: 

FCr$ coal-based 
fertilizer plants 
commissioned 
at Talcher 
and Ramagnndam. 


At Talcher and Ramagundam. FCI are doing 
aomething that was never done before in our 
country: manufacturing nitrogenous fertilisers 
through a total coal gasification process, using 
locally available low-grade coal Among the 
largest of their kind in the world, these plants 
are built to produce annually 6 lakh tonnes of 
urea each. 

Coal"tho 100% indiganoua raw material 
Till now in India, fertilizer plants have been 
largely using petroleum-based raw materials— 
dependent to a considerable extent on Imports 
It's different with coal, available locally Our 
country has extensive coal deposits running to 
millions of tonnes—enough and more to sustain 
a number of similar coal based fertilizer plants 

For the first time in the world, four-headed 
gasifiers -each with a capacity to produce gas 
equivalent to 300 tonnes of ammonia per day - 
have been installed at these plants 

Pace-Bottera for future coal-based plants 
The Talcher and Ramagundam plants will act 
as pace-setters for other similar coal-based 
fertilizer plants- The expertise gamed at these 
plants will be an invaluable asset in setting up 
more plants using coal as the feedstock 
What these plants mean to the country is 
considerable in terms of economic gams Tho 
urea they produce will help boost agricultural 
production by nearly 50 lakh tonnes every year 
That's the kind of breakthrough FCI have made 
at Talcher and Ramagundam 



FCI. Right in between Hack coal and golden harvests. 
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3. ♦*18A 


4. **188 


5. •*I8E 


6. **19 


7. ♦♦20 


8. ♦♦21 


9. ♦♦22 


r|o: **43 


X t 37 


# 15A 


3 4 

5 

6 


7 

Cotton yarn 

B, A, S - 

AT - 

~ NC 
— 10%ofB 

15%ofB 

(+) 

(R$. lakhs) 

440 (AT) 

(Clause 51) 

Woollen and acrylic spun yarn 

B, A, S - 

at ^ - 

— NC 

10%ofB 

15%ofB 

(+) 

7 (AT) 

(Clause 51) 

Non-cellulosic spun yarn 

B, A, S - 

AT 

— NC 

— IO%ofB 

15%ofB 

(+) 

350 (AT) 

(Clause 51) 

Cotton fabrics 

B, A, S 

AT 

— NC 

— lOy;, ofB 

15% of B 

( + ) 

405 (AT) 

(Clause 51) 

Silk Fabrics 

B, A. S - 

AT 

— NC 

— 10%ofB 

l5%ofB 


neg. 

(Clause 51) 

Woollen fabrics 

B, A,S 

AT 

— NC 

10%ofB 

I5%ofB 

(+) 

43 (AT) 

(Clause 51) 

Man-made fabrics 

B, A, S 

AT 

— NC 

— I0%ofB 

15%ofB 

(+) 

15 (AT) 

(Clause 51) 

Wool tops and carded gilled silvers con¬ 
taining more than 50% wool 

B, A, S 

AT 

— NC 

— 10%ofB 

15%ofB 

(+) 

50 (AT) 


(Clause 51) 

Cinematograph Films Metres 

(a) Sub-item II (i) is proposed to be 
changed as under : — 

Existing description 
News reels and shorts not 
exceeding 500 metres 

Proposed description 
News reels and shorts 
not exceeding 600 metres 

Effective rates 

Exposed cinematograph films fall¬ 
ing under Item 37 ll(i) certified as 
documentaries by the Central 
Board of Film Censors 
Exposed cinematograph films des¬ 
cribed in sub-item II (i) of Item 37 
upto a length of 600 metres and 
certified by the Central Board of 
Film Censors as newsreels or films 
which are predominantly educa¬ 
tional; 

(i) of a width 30 mm or higher 

(ii) of a width below 30 mm 

[S. No. (ix) of the Third Schedule] 
Plastic etc. 

Effective rates 

'Polyester films* is proposed to be taken 
outside the scope of Item ISA 

[S. No. (i) of the Third Schedule] 


50 P per 
metre 


50 P per 
metre 


50% to 75% NC 
DR NC 


(-) 120(B) 

(-) 6 (S) 

—Contd, 
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1 


2 


3 


]3. # 15BB 


14. # 16 


Polyester film 

(It is proposed to create a separate 
Item No. I5BB for Polyester films) 

Effective rate 

[S. No. (ii) of the Third Schedule] 

Tyres 

Existing description and rates 
'Tyre' means a pneumatic tyre in the 
manufacture of which rubber is used 
and includes the inner tube, the tyre 
flap and the outer cover of such a lyre: 

(1) Tyres for motor vehicles 

(2) For cycles (other than motorcycles) 

(a) tyres 


(b) tubes 


(3) All other tyres 

Proposed description and rates 

'Tyre' means a pneumatic tyre in the 
manufacture of which rubber is used 


(Rs. lakhs) 

(+) 120 (B) 

(-) 6 (S) 


60 paise per 
tyre or 15'’,, 
whichever is 
higher 
30 paise per 
tube or 15”,, 
whichever is 
higher 


— Contd, 



the source of 
energy... 

When the world is reeling under a severe 
^ energy crisis, it is a source of pleasure for 
W AMCO to present their SIX SOME .. 

i ■ Automobile Batteries, 

■ Tractor/Truck Batteries 

■ Stationary Batteries, 

■ Train lighting Batteries, 

■ Diesel loco starter Batteries and 

L ■ Traction Batteries' 

\ In a way AMCO Batteries contribute in 

P overcoming the energy crisis. 

THE SOURCE OF INSTANT POWER. 


Am^ 

Batteries Ltd 
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7 
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und includes the inner tube, the lyre 
flap and the outer cover of such lyre : 
I. (I) Tyres for motor vehicles; and 

tyres for vehicles, or equip¬ 
ments, designed for use off 


the road. 


60% 

(2) Tyres for tractors, including 
agriculture tractors. 


60% 

0) Tyres for trailers. 


60% 

11. Tyres for cycles and cycle rickshaws: 

(1) Tyres 


60 paise per 


* 

tyre or I5"„ 

(2) Tubes 


whichever is 

higher 

.30 paise per 

111. All other tyres 


lube or 15% 
whichever is 
higher 

25% 

Explanation 1—The cxpre.ssion “Motor vehicles” 
means all mechanically propelled vehicles, other 
than tractors, designed for use upon roads. 
Explanation 11—“Motor vehicles”, “Tractors in¬ 
cluding Agricultural Tractors” and “Trailers” 
shall include a chassis: but shall not include a 
vehicle running rupon fixed rails. 

Effective rates 

Tyres for tractors and tyres for 
agricultural trailers 

25% 

NC 

Tyres of certain sizes for trailers 

25% 

25% 

NC 

Other tyres for trailers 

55% 

Tyres for cycles and cycle rickshaws 

NIL 

NC 

Tyres under revised Item 161(1) 

55% 

NC 

Tyres specially designed for use on 
animal drawn vehicles 

Nil 

NC 


Other existing duty concessions and exemptions, including those relating to tyres used as 
original equipment in certain types of vehicles arc being continued. 

Tariff description has been rationalised 
on the lines of definition of ‘synthetic 
rubber’ in the Customs Tariff Schedule 
Existing description 
Synthetic rubber, including butadiene 
acrylonitrile rubber, styrene butadiene 
rubber and butyl rubber, synthetic rub¬ 
ber latex, including pre-vulcanised syn¬ 
thetic rubber latex. 10% 

Proposed description 
Synthetic rubber, including synthetic 
rubber latex and pre-vulcanised syn¬ 
thetic rubber latex. 10% 

Explanation —In this Item, the expres¬ 
sion “synthetic rubber” is to be taken 
to apply to : 

(a) unsaturated synthetic substances which can be irreversibly transformed into non- 
thermo plastic substances by vulcanisation with sulphur and which when so vulca¬ 
nised as well as may be (without the addition of any substances such as plasticisers, 
fillers or reinforcing agents not necessary for the cross-linking), can produw sub¬ 
stances which at a temperature between 18° and 29° C will not break on being ex¬ 
tended to three times ^eir original length and will return, after being extendi to 
twice their original length within a period of five minutes to a length not greater 
than one and a half times their original length. 

822 
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neg. 
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(Rs. lakhs) 


16. 


t 26A 


f4) 


Such substances include cis-polyisoprene (IR), polybutadiene (BR), poly- 
chlorobutadiene (CR), polybutadiene styrene (SBR), polychlorobutadiene- acrylo¬ 
nitrile (NCR); polybutadiene—acrylonitrile (NBR) and butyl rubber (UR); 

(b) thio plasts (TM); and 

(c) natural rubber modified by grafting or mixing with artificial plastic material, de- 
polymerised natural rubber, and mixtures of unsaturated synthetic substances with 
saturated synthetic high polymers, provided that all the above mentioned products 
comply with the requirements concerning vulcanisation, elongation and recovery 
in (a) above. 

[S. No. (iv) of the Third Schedule] 

Copper 

Tariff description is proposed to be 
amended. Separate sub-items are be¬ 
ing introduced as follows : 

(lb) Waste and scrap Rs. 5600/T 

Shells and blanks, for pipes and tubes 28*?; 

The products 'shells and blanks' are 
being excluded from sub-ilem (3). The 
scope of 'waste and scrap' has been 
clearly defined. Existing exemptions/ 
duty concessions are being continued; 
in addition, waste and scrap arising 
from duty-paid metal are being exemp¬ 
ted. Waste and scrap used in the ma¬ 
nufacture of chemicals are also being 
exempted. 

[S. No. (v) of the Third Schedule] 


( + ) 
( + ) 


18 (B) 
2 (S) 


- Contd^ 
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With Compliments 


of 


UNION CARBIDE INDIA LIMITED 
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Tariff description is proposed to be 
amended. Separate sub-items are be¬ 
ing introduced as follows : 

(la) Waste and scrap 
(2a) Culots 

The scope of waste and scrap is being 
clearly defined; zinc dross and ash arc 
being included in waste and scrap. 

Existing exemptions/duty concessions 
are being continued; in addition, waste 
and scrap arising from duty paid metal 
are being exempted. Waste and scrap 
used in the manufacture of chemicals 
are also being exempted from duty. 

[S. No. (vi) of the Third Schedule] 

Aluminium 

Tariff description is proposed to be 
amended. Separate sub-item is being 
introduced as follows : 

(aa) Waste and scrap 

The scope of waste and scrap has been 
clearly defined. Effective rate of duty 
on item (aa) is proposed to be kept at 
40%. 

Other existing exemptions/duty con- 
cc.ssions are being continued: in addi¬ 
tion, waste and scrap arising from duty 
paid metal arc being exempted. Waste 
and scrap used in the manufacture of 
chemicals arc also being exempted 
from duty. 

[S. No. (vii) of the Third Schedule] 

Lead 

Tariff entry is proposed to be recast. 

Existing description 
Lead-unwrought, including ingots, 
pigs, blocks, anodes, slabs, cakes and 
cast sticks. 

Proposed description 
Lead— 

(l) unwrought, including ingots, pigs, 
blocks, anodes, slabs, cakes and 
cast sticks. 

(2) Waste and scrap 

The scope of waste and scrap has been 

clearly defined. 

Existing exemptions/duty concessions 
are being continued; in addition, waste 
and scrap arising from duty paid metal 
are being exempted. Waste and scrap 
used in the manufacture of chemicals 
are also being exempted from duty. 

[S. No. (viii) of the Third Schedule] 

PART n 

Special Excise duties 
Effective rates 
(1) Polyester Films 


Rs. 2625/T 
Rs. 4100/T 


50%, plus 
Rs. 2()00/T 


Rs. 500 per T 


Rs. 500 per T 
Rs. 500 per T 


10% of 5 

5%ofB 
(under 
Item 15A) 


5%ofB 
(under 
Item 15BB) 


—Co/ilrf. 
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1. @14 


f 


2. @I5A(2) 


3. @17 




3 


4 


5 


(2) All other commodities DR NC 

It is proposed to continue collection 

of special excise duties during the year 

1981-82 at the same rates as during 

1980-81. 

(Clause 49) 

B-CHANGES PROPOSED BY NOTIFICATIONS 
Paints and Varnishes 

In the scheme of duty concessions to 
small manufacturers under this item, 
the eligibility criterion based on value 
of investment in plant and machinery 
is being raised from Rs. 10 lakhs to 
Rs. 20 lakhs elTective from April I, 

1981. 

Plastics 

In the scheme of duty concessions to 
small manufacturers under this item, 
the eligibility criterion based on value 
of investment in plant and machinery 
is being raised from Rs. 10 lakhs to 
Rs. 20 lakhs effective from April I, 1981. 

Paper 

Braille paper supplied to a school for 
the blind or to a braille press is pro¬ 
posed to be fully exempted from excise 
duty. 


(Rs. lakhs) 


(-) 5 (B) 


(-) 2 (B) 


(-) 2 (B) 


—Contd, 



Looking back, we find that the customer 
has always been happy with us. right from 
the day we started banking operations — 
August 15. 1907. 

Schemes that satisfy 

That's because we have always given 
them what they wanted. Schemes that heed 
to their every need. Schemes that are 
special and unique to Indian Bank. Like 
for instance the 'Save For Science* scheme 
and 'Save For Your Own Home' scheme. 


1000 a day 

So they have come to us, in ever 
increasing numbers. At the rate of nearly 
1000 new accounts every day—both 
deposit and credit. 

62% a long term connection 

And they stay on. And grow with us. 
Currently, over 62% of our long term 
deposits have a maturity period of 3 years 
or more. 


1907 or noni die customer has ah«ags 
• been hi^ wtth us. praviiig 
we aren’t Just anodier bank! 


With this kind of long term trust and 
customer loyalty that's ours today, we 
aren't just another bank. You'll discover 
that, if you come along 

e 

IndlanBaiik ! 

(A Govt of Indio Cntfrpi ISA) r- 

Helps build I 

your fortune % 
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4. 

@19(iv) 

Flocked cotton fabrics 

Duty on base 
fabrics-f-30% 

Duty on base 
Fabrics—15% 

(-) 

4 (B) 

5. 

22(4) 

Flocked man-made fabrics 

Duty on base 
fabrics +30% 

Duty on base 
Fabrics +15% 

(-) 

3 (B) 

6. 

@21 

Woollen fabrics 

1. Effective rates (B&A) on processed 
woollen fabrics manufactured on 
handlooms 

Existing Rates 

DR 

NC 

(-) 

16(B) 

1 (S) 

8 (A) 


Proposed rates 

(ii) Processed without the aid of 
power or steam, 

(b) Processed with the aid of power 
or steam in a factory owned by a 
registered Hand loom Co-opera¬ 
tive Society or any organisation 
set up or approved by the Gov¬ 
ernment for the purpose of deve¬ 
lopment of handlooms. 

(c) Processed with the aid of power 
or steam by an independent pro¬ 
cessor approved in this behalf by 
the Government on the recom¬ 
mendation of the Hand loom De¬ 
velopment Commissioner 

(d) Others 

2. Eflective rates on other woollen 
fabrics 
7. 




9. 


10 . 

(a) Small-scale exemptions presently 
available to gramophones, record 
players, record playing decks or 
record changer decks is proposed 
to be extended to parts and acese- 
sories of gramophones, record 
players, recoid playing decks or 
record changer decks; and gra¬ 
mophone needles or styll. 


t 30 


«33A 


^^^ 331 ’ 


(n\37A 


Electric motors 

Minor amendments to notifications 
Nos. 73/68 and 140/66 are proposed 
to be made to make the descriptions 
given in the notilieations conform to 
the present tarifl* descriptions. 

Wireless receiving sets 
In the scheme of duty concessions to 
small manufacturers under this item, 
the eligibility criterion based on value 
of investment in plant and machinery 
is being raised from Rs. 10 lakhs to 
Rs. 20 lakhs, eflective from 1-4-1981. 
Musical systems 

In the scheme of duty concessions to 
small manufacturers under this item, 
the eligibility criterion based on value 
of investment in plant and machinery 
IS being raised fiom Rs. 10 lakhs to 
Rs. 20 lakhs, eflective f»om 1-4-1981. 
Gramophone and parts 


Nil 


Nil 


DR 


3% 

(B + A) 
NC 

NC 

Nil 


(-0 2 (B) 


(-) 2 (B) 


(-) 


3 (B) 

—Con/if. 
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(b) In the scheme of duty concessions 
to small manufacturers under this 
item the eligibility criterion based 
on value of investment in plant 
and machinery is being raised from 
Rs. 10 lakhs to Rs. 20 lakhs, ef¬ 
fective from 1-4-1981. 

11. @37AA Tape recorders and tape players 

In the scheme of duty concessions to 
small manufacturers under this item, 
the eligibility criterion based on value 
of investment in plant and machinery 
is being raised from Rs. 10 lakhs to 
Rs. 20 lakhs, effective from 1-4-1981. 

12. # 38 Matches 

Existing effective rates of basic duty 

(a) Mechanised sector 

(b) Non-mechanised sector 

(i) Cottage sector consisting of 
KVIC/Co-operative unit. 

, (ii) Middle sector 

Proposed effective rates of basic duty 

(a) Mechanised sector 

(b) Others 

(i) Units: (a) whose capital in- 


4 5 6 7 


(Rs. lakhs) 


(-) 2 (B) 
(~) 2 (B) 


ncg. 

Rs. 7.20 per 
gross boxes 

Re. 1.60 per 
gross boxes 
Rs. 4.50 per 
gross boxes 

NC 

Re. 5.50 per —ConiJ. 


ADD A SPARKLE TO YOUR FOOO 


Indian Cardamom adds a lingering sparkle to every kind of cooking, 
oriental or Western, traditional or modern. 

It adds flavour and aroma to all kinds of fish, meat, vegetable dishes, 
beverages and bakery products. 

Cardamom enlivens your soup, hamburgers, steaks and desserts like 
puddings, sweets etc. 

For finding out new dimensions in cooking — use cardamom. 


For further Information, please contact ; 

GARDAIMEOIIK ROARD, 

COCHIN •W2 018. 

Gram : "CARDAMOM” Phone : 33837 Telex : 0885-480 ELAM 
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The flnw qiudMii off cvMii 
UlllSmR cable efflwi begbis 



Wheie fhe^^coMe ends 
wHh the performance 


Even the most technologically advanced 
process does not have to mean the most 
superior power cable. What is really importar 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries, UNISTAR cables are a vital 
pre-requisite. Because there is a UNISTAR 
cable for every need. 

Now. UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboration with ASEA 
>KABEL. Sweden. 


UNISTAR range of cables also Include; 
Paper Insulated Power Cables, Thermoplastic 
and Elastomeric Cables. Railway Signalling 
Cables. Mining Cables. Airfield Defence 
Cables, Shipbuilding Cables, Quarry flailing 
Cables. Lift Cables, Drill Cables and 
Locomotive Cables. 

UNISTAR—precision-engineered quality 
cables that stand the test of time. Always. 

For more information, simply write to us. 



UNIVERSAL CABLES LIMITED 

P.O. Birla Vikas, Satna-485 005 (M.P.) 
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1 2 


3 


4 5 6 


vestment on plant and ma¬ 
chinery does not exceed Rs. 
20 lakhs; and 

(b) which use power in any 
of the processes of frame- 
filling, dipping splints in 
match composition, box¬ 
making, box-filling, labelling 
and banderolling and pack¬ 
aging. 

(i) Cottage sector consisting of 
KVIC/Co-operative units not 
using power in any of the 
processes specified in (i) above. 

(iii) Other units not using power 
in any of the processes speci¬ 
fied in (i) above. 


gross boxes 
(effective from 
J-4-1981) 


Rs. 1.60 per 
grass boxes 


Rs. 4.50 per 
gross boxes 


Note 1 : in respect of (ii) and (iii) above, the condition regarding the non-usc of power in 
any of the specified processes will be applicable from 1-4-1981. 

Note 2 : In respect of units falling in (ri) above, it is also proposed to impose a ceiling on 
the quantum of clearances at the conce.ssional rate. The ceiling will be 120 million match¬ 
es in a financial year (production during any month not to exceed 15 million matches). 
This stipulation is proposed to be made effective from 1-7-1981. Consequently, theceilling 
for the period from July, 1981 to March, 1982 is being fixed at 90 million matches. 

Note 3 : From 1-7-1981, the concessional rate of Re. 1.60 per gross boxes would be appli¬ 
cable only to cottage units run departmentally by the K VIC and units run by or under insti¬ 
tutions aided or recognised by KVIC. It is proposed to delete the present conditions re¬ 
garding labelling/marketing in respect of such units. 

The units in the Co-operative sector will continue to be eligible to the concessional rate of 
Re. 1.60 per gross boxes subject to the present conditions except that : (I) match marketing 
co-operative societies would not be eligible to the concession, (ii) from the list of bodies 
through whom the output of matches is to be marketed, KVIC and match marketing co¬ 
operative societies are proposed to be excluded. 

Note 4 : The existing concessions admis.sible for use of card board (for boxes) and bamboo 
(for splints and veneers) will continue. 


13. 

r^44 

Watches, clocks and timepieces 

Braille watches used by the blind are 
proposed to be fully exempted from duly. 

14. 

#68 

All other goods NES 


(1) The limit of capital investment 
made from time to time on plant 
and machinery for availing of 
f exemption from duty on clearan¬ 

ces valued upto Rs. 30 lakhs per 
annum is proposed to be raised 
from Rs. 10 lakhs to Rs. 20 lakhs, 
effective from 1-4-1981. 


(2) By a new notification replacing 
an existing one it is proposed to 
bring within the revenue net fac¬ 
tories employing less than ten 
workers but having an annual 
turnover of more than Rs. 30 
la^. Goods manufactured in 
mines will continue to be exempted 
from duty under a separate noti¬ 
fication (Effective from 1-4-1981). 

(3) The notification relating to assess- 
ment of goods product on job 
work basis is proposed to be res- 


gVlBClAL 
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7 

(Rs. lakhs) 


ncg. 

(-) 183 


( + ) 10 (B) 


(+) 200 (B) 

— Contd. 
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NORTHERN RAILWAY 

Dear Students, Pilgrims, Tourists, 

SEE INDIA 
The Easy Way 

Buy, from specified stations, a CIRCULAR TOUR TICKET, let class 
or 2nd class, for a circular tour around the country. Concessional fares at 
15concession over the usual Mail/Express fares; fare range and the period 
of validity (30, 60 or 90 days) depends upon the total distance to be covered. 
Break journey enroute as often, and for as long, as you like (subject to the 
overall prescribed validity time of the ticket not being exceeded). 

We have as many as thirty standard circular tours to suit your needs. 
They cover the entire panoramic scene that INDIA is. Choose any one of 
these tours. 

And if you have your own programme to suit your individual needs, meet 
us personally or send us your requirements. We shall work out the fares, 
again at the concessional rates, for the particular itinerary you want to follow. 
(The tour must be circular and the distance to be travelled should not be less 
than 2400 kms. and chargeable distance should be more than 3 times the 
distance between the starting station and the farthest point on the itinerary 
by the direct route). 

For further details, please contact your nearest Station Master, the 
Divisional Commercial Superintendent of the Division concerned, or enquire 
direct from: — 


Telephones: 38-7326,38-7503 


Chief Commerciel Superinteadent 
Northern Reilwey, 

New Delhi. 
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cinded. In its place a procedure 
prescribing in-bond movement of 
goods between a principal manu¬ 
facturer and a job worker is being 
provided effective from 1-4-1981 
with a view to overcome problems 
encountered in administering the 
existing notification. 

(4) Cotton/Cotton viscose blend ho¬ 
siery articles are at present fully 
exempt from duty. The exemp¬ 
tion is proposed to be extended 
to all articles of hosiery. 
f Total net for Item 68 

15. ® General exemption scheme for small 

manufacturers of 72 specified commo¬ 
dities is proposed to be modified as 
under : 


(Rs. lakhs) 


(“-) 70 (B) 


(- ) 43 (B) 

(-) 381 (B) 

(-) 19 (S) 


(1) The existing limit for duty-free 
clearances is proposed to be rais¬ 
ed from Rs. 5 lakhs to Rs. 7.5 
lakhs per annum. 

(2) For the purpose of calculation of 

' " the discntitlcment ceiling of Rs. 

20 lakhs, the value of clearances 
of the specified goods as well as 
other goods falling under the same 
^ Tariff item as the individual spe¬ 

cified goods, are proposed to be 
taken into account. 

Both changes are to be effective 
from 1-4-1981. 


Amendments relating to Medicinal and Toilet preparations (Excise Duties) Act, 1955— ; 

Under Article 268 of the Constitution, duties of excise on medicinal and toilet preparations containing alcohol or opium, Indian 
hemp and other narcotic drugs and narcotics are levied by the Government of India but are collected by and assigned to the States 
except in the case of Union Territories. 

By an amendment to the above Act, the existing rates of duty in terms of per London proof litre of alcohol have been replaced . 
by duty rates based on per litre of pure alcohol content at I5“C. Besides, an alternative ad valorem rate has been provided in res¬ 
pect of medicinal preparations (other than those which contain known active ingredients in therapeutic quantities), containing al- , 
cohol, which are capable of being consumed as ordinary alcoholic beverages. These changes arc not likely to have significant revenue 
implications. 


ALEMBIC GLASS INDUSTRIES LTD. 

BARODA and BANGALORE. 

Manufacturers of: 

GLASS CONTAINERS AND YERAWARES 
For Modern Living 


SPBCIAL BORlSBT NUWBBR 
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Abstract—Cientral 


SI. 

No. 

Tariff 

Item 

No. 

Commodity 


Estimated revenue effect in one full year 



* 

Re- 

larks 

BasiQ 

Special 

Additional 
in lieu of 
sales tax 

Additional 
(Textiles & 
Textile arti" 
clcs) 

u 

Net 

I 

2 

3 

4 

5 

6 

7 

8 9 

10 

11 

12 

13 

14 




(+) 

(-) 

(+) 

(-) 

( + ) (~) 

(+) 

(--) 

(+) 

(-) 








(Rs. in lakhs) 







1. Existill^ Items 











1. 

411(2) 

Cigarettes 

— 

1968 

— 

197 

2172 — 


— 

7 

_ 


2. 

14 

Paints and varnishes 

— 

5 

— 

— 

— —. 

— 

_ 

_ 

5 

< ’ 

3. 

I5A 

Plastics etc. 


122 

— 

6 

_ 

— 

— 

_ 

128 


4. 

16 

Tyres 

18 

— 

2 

— 

— 

— 

— 

20 



5. 

17 

Paper and paper board 

— 

2 

— 

— 

— 

— 

_ 

_ 

2 


6. 

18 

Manmade fibres, filament yarns. 













cellulosic spun yarns and non-cellu- 










1 



losic waste 

— 

— 


— 

— — 

1990 

_ 

1990 



7. 

18A 

Cotton yarn 

— 

— 


— 

— 

440 

_ 

440 



8. 

18B 

Woollen and acrylic spun yarn 

— 

— 

— 

— 


7 

_ 

7 

_ 


9. 

18E 

Non-cellulosic spun yarn 

— 

... 

— 

— 

— — 

350 

_ 

350 

_ 

\ 

10. 

19 

Cotton fabrics 

— 

4 

_ 

_ 

_ _ 

405 

_ 

401 



11. 

21 

Woollen fabrics 

,— 

16 

— 

1 

— 8 

43 


18 



12. 

22 

Manmade fabrics 


3 

_ 

_ 


15 


12 



13. 

26A 

Copper 

18 


2 

— 

_ 


_ 

20 



14. 

33A 

Wireless receiving sets 

— 

2 

— 

— 

_ 

_ 

_ _ 


2 


15. 

33F 

Musical systems 

— 

2 

_ 

_ 


. _ 

_ 


2 


16. 

37A 

Gramophones and parts 

— 

5 

,— 

— 

_ _ 


_ 


5 


17. 

37AA 

Tape recorders and tape players 

— 

2 

— 

_ 

_ _ 


_ _ 


2 


18. 

43 

Wool tops 

— 

— 

— 



50 

_ 

50 



19. 

68 

All other goods 













NES 

210 

253 

— 

_ 


_ 



43 


20. 

General exemption for small manufacturers 

— 

381 

— 

19 

— 

— 

— 

— 

400 




Total for Existing items 

246 

2765 

4 

223 

2172 8 

3300 

— 

3315 

589 



11 New 

IJ terns 











1. 

\5m 

Polyester films 

120 

,— 

6 

_ 




126 





Total (1 + II) 

366 

2765 

10 

223 

2172 8 

3300 

- 

3441* 

589* 



-- 

Total net 


2399 


213 

2164 

3300 


2852 




Snmmarj 



Centre 

States 

Total 

Basic + Special 


(Rs. in lakhs) 



(-) 1567 

(-) 1045 

(--) 

2612 

Additional in lieu of sales tax 

( + ) 47 

(for Union 
Territories) 

(+) 2117 

(+) 

2164 

Additional (Textiles and Textile articles) 

( + ) 3300 

— 

(+) 

3300 

Total for one year : 

( + ) 1780 

(-1-) 1072 

(+) 

2852 


* Note : The figures shown in columns (12) and (13) aie net amounts arrived at after ad¬ 
justments of pluses and minuses in respect of each item. Allowing for this factor 
the net additional revenue in a full year from all types of excise duties would he 
Rs. 3557 lakhs and reliefs would be Rs. 705 lakhs, the net gain S R* 28? 
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Kandia 

Free Trade Zone 
invites you 


A veritable paradise for export oriented industries, 
it is also the only multi-product zone in the country. 

Do you know that a number of investors from all 
corners of the world as well as multi-nationals and 
renowned Industrial Houses of India have been 
attracted by it ? Why ? 


KAFTZ offers an alluring 
package of incentives and 
industrial infrastructures like: 

Duty free import of all requirements 
without licence formality. 

Loans at very liberal terms. 

Cash subsidy @ 15% of all investments 
in fixed assets. 

Incentives for export oriented industries. 
Fully developed plots and sheds at 
reasonable rates. 

Assuied power supply. 

Housing for industrial workers being 
taken up by the Government of Gujarat. 


Please visit Kandia 
and see it 
all for yourself 

To make your export venture 
profKable KAFTZ also offers : 

Income tax concessions to the extent 
of 20% of the profits for 10 years. 


Foreign exchange facility including 
blanket sanction for business visits 
abroad. 

No Central Excise on finished pioducts 
or specified raw materials. 

No import duties on goods imported tor 
export piocessing including packaging. 
Import of raw-materials from domestic 
tariff area without levies. 

Sale of products in the Indian domestic 
market against valid licences. 

Transport subsidy equal to 2% of the 
f.o.b. value on exports. It can be increased 
to 2% of the re-imbursement of Central 
SalesTax. 

No State Sales tax on purchases of 
machinery, raw-material and processing 
equipment. 

No Municipal or Octroi levies. 
Goods.banned in the rest of the country 
can be imported with a few exceptions. 
Manufactures can be exported without 
restrictions on payment of duty. 

Scrap can be disposed of in the , 




domestic tariff area after 
payment of duty. 
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» Paul Steveus, Australian businessman 
. in conversation with an Indian official at an engineering Fair 

"lam very impressed with 
the Indian engineering items 
on display. Pa iihe to 
a trial mow 1wsome.” 
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of freshness! 

JIYAJEE SUITING. SHIRTING 
and COTTON PRIISfTS are 
something different from the 
run-of-the-mill clothes 
available today. 

JIYAJEE IS like a Breath of 
Fresh Air after a long search 
for the right kind of SUITING, 
SHIRTING & COTTON PRINTS 
You will immediately like 
yourself more 
Because JIYAJEE SUITING 
SHIRTING & COTTON PRINTS 
are meant just for you 
JIYAJEE-even for the Wildest 
of Surroundings! 
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April 9 

India's readiness to respond “in an 

appropriate way" to Pakistan going 
nuclear was made abundantly clear by 
I Prime Minister Indira Gandhi in the 
Lok Sabha. 

Temporary Government employees who 
retire after 20 years’ service will be 
entitled to pension. 

India signed a protocol with Greece, 
under which annual levels of textile 
product exports by India to Greece 
were fixed for 19S1 and 1982. 

April 10 

Czechoslovak State President Gustav 
Husak was reconfirmed in his office 
' as Secretary General of the Czecho¬ 
slovak Communist Party by the Central 
Committee. 


The Union Government has further 
liberalised its garment quota distri¬ 
bution policy for 1981 in respect of all 
non-sensitive items in the United States. 

There has been a 16.4 per cent rise 

in wholesale prices during the financial 
year 1980-81. 

The Congress-U decided to fight 
both the Congrcss-I and CPJ-M in 
West Bengal. 

April 11 

The Government announced the 
appointment of Dr P.C. Alexander, 
former Commerce Secretary, as the 
Principal Secretary to the Prime 
Minister. 

Bread in the capital will cost five 
to 20 paisc more with immediate effect. 

^ The vanaspati industry has decided 


to maintain the ex-factory price of^" 
vanaspati at Rs 192 per tin of 16.S kg. 

April 12 

The four-member non-aligned peace 

committee returned to New Delhi after 
five days of “very fruitful and satis¬ 
factory” talks with leaders of Iraq and 
Iran on ending the Gulf war. 

Bloody street battles between blacks 

and the police which erupted in a South 
London suburb of Brixton brought 
destruction to property and injury to 
over 50 policemen and about as many 
civilians. 

April 13 

British Home Secretary William 

Whitclaw announced that a public 
inquiry would be held on the ihrcc-day 
race riots in the South London borough 
of Brixton during the week-end. 

The Gujarat medicos unconditionally 

wilhdraw their 102-day-old anti-reser¬ 
vation agitation following an agreement 
with the Slate Government. 

The National Council of the Com¬ 
munist Party of Jndia expelled former 
CPJ Chairman S.A. Dangc for alleged 
anti-parly activities. 

April 14 

India and Saudi Arabia signed an 

economic cooperation agreement laying 
down the general framework of areas 
of cooperation including joint industrial 
ventures. 

Britain to give Rs 81 crorcs in grant 
aid for the Thai fertiliser complex in 
Maharashtra. 

America’s rocket ship Columbia and 

her two pilots swooped safely and 
gracefully back to earth at 11.51 p.m. 
(1ST) surviving a blazing, white- 
knuckled plunge from orbit and a 
heart-stopping landing on a hard-sand 
runway in the Mojave desert thus 
completing a historic maiden voyagi 
by the world's firs! re-usable spaceship. 

April 15 

A warm welcome given to the British 
Prime Minister, Mrs Margaret Thatcher 
on her arrival on a five-day officio 
visit. 
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Down the Nuclear Path 


Therp aki- ominous signs that Tndia is about to start a perilous 
journey down the nuclear path. Replying to the defence debate 
in Parliament, Mrs Gandhi made the usual reference to ''grave 
and irreversible consequences" if Pakistan exploded an atom 
• bomb. This by itself would not have raised any eyebrows. But 
j she chose also to tell the House that in such an eventuality "we 
shall respond in an appropriate way." This beautifully vague 
phrase is capable of being interpreted in many ways. But in 
today’s context it carries the unmistakable threat that India too 
will start the manufacture of atom bombs. 

In recent weeks, prominent journalists including Mr Pran 
Chopra, Mr Inder Malhotra and Mr Girilal Jain have written 
! with various degrees of emphasis suggesting that India should 
: or will build nuclear bombs if Pakistan explodes a device. All 
I these gentlemen are well informed about the Government’s 
- thinking. Their writings arc an unmistakable pointer to the 
. Government’s intentions. 

Mrs Gandhi was gracious enough to admit in Parliament 
that Pakistan had denied that its nuclear programme had any 
military connotations. But, she declared, this had not allayed 
fears and suspicions anywhere in the world. She might with 
justice have said the same thing about India's explosion at 
Pokharan in 1974. Two can play at hyprocrisy. Both India 
and Pakistan would have the world believe that they intend to 
use nuclear explosions entirely for peaceful purposes. Both 
are liars and hypocrites. Some of our editors and official 
spokesmen declare that India's intentions are pure and peace¬ 
ful, while those of Pakistan are wicked and belligerent. There 
a.re plenty of people chauvinistic to lap up this nonsense. 
Peace cannot and never has been established on the presumption 
that one country has a monopoly of virtue and the other a 
monopoly of vice. 

Officials and compliant editors are out to prove that Pakistan 


is the guilty party and India must react to it. They point to 
evidence that the late Mr Bhutto had started thinking in terms 
of a Pakistani nuclear bomb in 1972, long before India’s 1974 
explosion. Surely one must compare like with like. If wc are 
merely comparing intentions, the truth is that our own 
Mr Homi Bhabha openly paraded the "nuclear option"—a nice 
vegetarian expression to cloak the military carnivore under- 
neath-^s long ago as the 1960s. Indeed, it was Mr Nehru’s 
boast that India had the capacity to build a bomb but did 
not want to do so. This could scarcely have been expected to 
provide comfort to India'.s neighbours, least of all Pakistan. 

India’s decision to explode a device was not aimed against 
Pakistan. It was aimed at China. Indian defence planners 
had long complained that India was wide open to nuclear 
blackmail by China, and that the only credible deterrent would 
be our own bomb. But the truth is that the nuclear bomb is 
one of the most illusory modes of defence ever devised by man. 
First, it is very difficult to imagine any circumstances wherO' 
a country would voluntarily attract the odium associated 
with dropping of an atom bomb. Secondly, the very act of 
building a bomb aimed at China has .spurred Pakistan to build 
a bomb aimed at India. What began off as a means to security 
has ended up by endangering security. 

Russia built its atom bomb mainly as a reply to the US 
bomb. It was not really intended for use against China, but 
China felt threatened and so built a bomb for use against 
Russia. This was not really aimed against India, but India 
felt threatened and so built a bomb against China. This is 
turn was not aimed at Pakistan but made that country feel 
insecure and go in for nuclear weapons. The folly of an arms 
race is writ large across history. It is a thoughtless and igno-^ 
rant country which embarks on an arras policy aimed at 
subcontinental hegemony. It is worth recalling that the 
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inventilcmofthe cross-bow was once considered the 
weapon*’ in Europe. But in fact the cross-bow could no more 
Qlpsure the security of France than the nuclear bomb can of 
Tndia, or for that matter of Pakistan. 

The First World War proved that even what we now call 
conventional weapons were awesome enou^ to perpetuate the 
most grotesque mass murder. The nuclear bomb has now 
come as a vastly improved method of killing millions at low 
cost. But, alas, it is not a form of defence at all. It is only 
a form of mutual destruction. You cannot defend yourself 
against a nuclear bomb. You can only bomb back in return. 
That will leave both countries smouldering in radioactivity, 
and then the combatants after exhausting their nuclear arsenals 
1^11 cither have to resume conventional warfare or become 
victims of outside intervention. A single mistake, a sudden fit of 
temper, is enough to spark off a holocaust. 

Those who thought that Pokharan had given India a 
conclusive edge over Pakistan were indeed blind, suffering as 
they were from the cross-bow syndrome. Possession of a bomb 
makes you a target of bombs that would otherwise not have 
been pointed at you. The Campaign for Nuclear Disarmament 
in Britain cogently argued that the only result of acquiring 
more and^ more bombs was to have more and more bombs 
aimed at you by your enemy. Jn such circumstances, uni¬ 
lateral disarmament would actually increase security instead of 
^^creasing it, as the enemy would then train its bombs on 
other nuclear countries. Pokharan has made India a target of 
far more Chine.se bombs than before, of future Pakistani bombs, 
and perhaps even of some American bombs. The idea that 
India can use a bomb with impunity in a future war is extremely 
naive. 

The only thing that can ensure peace is statesmanship. That 


meaaa In the first instance giving up the outrageous ^tim to 
represent all virtue. All of India’s neighbours are apprehensive of 
it, and there is no point dismissing their fears as unwarranted— 
there is an implicit hegemonism in our attitude to our neigh¬ 
bours that cannot but make them fearfiil. Pakistan has offered 
a non-nuclear pact to India, with both sides opening their 
facilities to international inspection. That condition is not 
acceptable to India as it is busy doing quasi-military nuclear 
research which it does not want others to know about. In fact 
of course the others know perfectly well what we arc up to, but 
we wish to be in a position where we can at least issue ofilcial 
denials which will be echoed in tones of suitable outrage by 
pliable editors. The nuclear research is considered essential 
for defence against China. 

At this point we must look to the diplomatic possibilities. 
As long as Chairman Mao was alive, there was little in the air. 
But one cannot mistake the far more cooperative attitude of the 
new leadership. Mr Deng recently called India the elder 
brother of the sub-continent. This could hardly be to the 
liking of Pakistan, but should at least bring some response from 
New Delhi. There is nothing more vital to the security of the 
country than forging a relationship with China which will make 
it possible to demilitarise the border. No doubt there will be 
several hurdles in the way of such an ambitious goal. But if 
the Chinese border can be demilitarised, then indeed we can 
seriously consider a non-nuclear pact with Pakistan, as also an 
arms limitation pact. For the time being it seems nothing can 
halt Pakistan’s progress towards a nuclear explosion or India’s 
determination to officially manufacture nuclear bombs in 
response. But there is nothing inevitable about an endless 
escalation of arms and nuclear bombs. Diplomacy is the ultimate 
armament, and it is this (rather than a bomb) which should be 
aimed at China. 


Sugar Prospects 


RESTRICTIONS placed by the Union Government last week 
on inter-state movement on trade account have failed to restrain 
the uptrend in the prices of free-salc sugar. After a small, 
temporary, setback, these prices have rebounded to the levels 
they had reached before the last week's decision. What is worse 
is that the undertone in the market continues to be firm, indi¬ 
cating that further rise in frec-sale sugar prices should not be 
ruled out. 

The prices of free-salc sugar have been going up for over a 
month, the increase during this period being as much as Rs 150 
a quintal—an unusual phenomenon in the midst of a crushing 
season. What has caused this? The reasons, of course, are 
not far to seek. First, brisk demand has been reported from 
'Jhc border areas—an eloquent testimony to the smuggling of 
sugar to the neighbouring countries. Second, though sum¬ 
mer has set in pushing up demand, the releases for free sale 
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have been contained and the prorni.se of an extra release during 
April, over and above the normal, has not been kept. Frce- 
sale sugar releases during January-March this year were cur¬ 
tailed to 1/1.10 lakh tonnes from 1.25/1.65 lakh tonnes a month 
during January-December last year (going up to 2.75 lakh ton¬ 
nes in May and 1.75 lakh tonnes in June), on the consideration 
that there would be ample availability of khandsaji. The cal¬ 
culations on this score appear to have gone awry owing to the 
suppliers holding back stocks on expectations of higher prices 
during the summer months. Then, the release of 3,000 tonnes 
for export presumably against the commitment entered into last 
year when 1 80 lakh tonnes were imported to tide over the diffi¬ 
cult situation after July, has strengthened the feeling that this 
commitment (under which 2.2 lakh tonnes may have to be ship¬ 
ped to the last year's foreign supplier by June) will be honoured. 

The most important factor contributing to the rise in the 
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Down the Nuclear Path 


There are ominous signs that India is about to start a perilous 
journey down the nuclear path. Replying to the defence debate 
in Parliament, Mrs Gandhi made the usual reference to “grave 
and irreversible consequences" if Pakistan exploded an atom 
bomb. This by itself would not have raised any eyebrows. But 
she chose also to tell the House that in such an eventuality “wc 
shall respond ill an appropriate way.” This beautifully vague 
phrase is capable of being interpreted in many ways. But in 
today's context it carries the unmistakable threat that India too 
will start the manufacture of atom bombs. 

In recent weeks, prominent journalists including Mr Pran 
Chopra, Mr Inder Malhotra and Mr Girilal Jain have written 
with various degrees of emphasis suggesting that India should 
or will build nuclear bombs if Pakistan explodes a device. All 
these gentlemen arc well informed about the Government's 
thinking. Their writings are an unmistakable pointer to the 
Government’s intentions. 

' Mrs Gandhi was gracious enough to admit in Parliament 
that Pakistan had denied that its nuclear programme had any 
military connotations. But, she declared, this had not allayed 
fears and suspicions anywhere in the world. She might with 
justice have said the same thing about India’s explosion at 
Pokharan in 1974. Two can play at hyprocrisy. Both India 
and Pakistan would have the world believe that they intend to 
use nuclear explosions entirely for peaceful purposes. Both 
are liars and hypocrites. Some of our editors and official 
spokesmen declare that India’s intentions arc pure and peace¬ 
ful, while those of Pakistan are wicked and belligerent. There 
are plenty of people chauvinistic to lap up this nonsense. 
Peace cannot and never has been established on the presumption 
that one country has a monopoly of virtue and the other a 
monopoly of vice. 

Officials and compliant editors are out to prove that Pakistan 
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is the guilty parly and India must react to it. They point to 
evidence that the late Mr Bhutto had started thinking in terms 
of a Pakistani nuclear bomb in 1972, long before India’s 1974 
explosion. Surely one must compare like with like. If we are 
merely comparing intentions, the truth is that our own 
Mr Hcmi Bhabha openly paraded the “nuclear option"—a nice 
vegetarian expression to cloak the military carnivore under- 
neath-^s long ago as the 1960s. Indeed, it was Mr Nehru’s 
boast that India had the capacity to build a bomb but did 
not want to do so. This could scarcely have been expected to 
provide comfort to India's neighbours, least of all Pakistan. 

India’s decision to explode a device was not aimed against 
Pakistan. It was aimed at China. Indian defence planners 
had long complained that India was wide open to nuclear 
blackmail by China, and that the only credible deterrent would 
be our own bomb. But the truth is that the nuclear bomb is 
one of the most illusory modes of defence ever devised by man. 
First, it is very difficult to imagine any circumstances wher& 
a country would voluntarily attract the odium associated 
with dropping of an atom bomb. Secondly, the very act of 
building a bomb aimed at China has spurred Pakistan to build 
a bomb aimed at India. What began off as a means to security 
has ended up by endangering security. 

Russia built its atom bomb mainly as a reply to the US 
bomb. It was not really intended for use against China, but 
China felt threatened and so built a bomb for use against 
Russia. This was not really aimed against India, but India 
felt threatened and so built a bomb against China. This is 
turn was not aimed at Pakistan but made that country feel 
insecure and go in for nuclear weapons. The folly of an arms 
race is writ large across history. It is a thoughtless and igao-' 
rant country which embarks on an arms policy aimed at 
subcontinental hegemony. It is worth recalling that the 
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invention of the cross-bow was once considered the '*flnal 
weapon*’ in Europe. But in fact the cross-bow could no more 
Gtssure the security of France than the nuclear bomb can of 
India, or for that matter of Pakistan. 

The First World War proved that even what we now call 
conventional weapons were awesome enough to perpetuate the 
most grotesque mass murder. The nuclear bomb has now 
come as a vastly improved method of killing millions at low 
cost. But, alas, it is not a form of defence at all. It is only 
a form of mutual destruction. You cannot defend yourself 
against a nuclear bomb. You can only bomb back in return. 
That will leave both countries smouldering in radioactivity, 
and then the combatants after exhausting their nuclear arsenals 
lyll either have to resume conventional warfare or become 
vk'tims of outside intervention. A single mistake, a sudden fit of 
temper, is enough to spark off a holocaust. 

Those who thought that Pokharan had given India a 
conclusive edge over Pakistan were indeed blind, suffering as 
they were from the cross-bow syndrome. Possession of a bomb 
makes you a target of bombs that would otherwise not have 
been pointed at you. The Campaign for Nuclear Disarmament 
in Britain cogently argued that the only result of acquiring 
more anck more bombs was to have more and more bombs 
aimed at you by your enemy. In such circumstances, uni¬ 
lateral disarmament would actually increase security instead of 
jiccreasing it, as the enemy would then train its bombs on 
other nuclear countries. Pokharan has made India a target of 
far more Chinese bombs than before, of future Pakistani bombs, 
and perhaps even of some American bombs. The idea that 
India can use a bomb with impunity in a future war is extremely 
naive. 

The only thing that can ensure peace is statesmanship. That 


means in the first instance giving up the outrageous datm to 
represent all virtue. All of India’s neighbours are apprehensive of 
it, and there is no point dismissing their fears as unwarranted— 
there is an implicit hegemonism in our attitude to our neigh¬ 
bours that cannot but make them fearful. Pakistan has offered 
a non-nuclear pact to India, with both sides opening their 
facilities to international inspection. That condition is not 
acceptable to India as it is busy doing quasi-military nuclear 
research which it does not want others to know about. In fact 
of course the others know perfectly well what we are up to, but 
we wish to be in a position where we can at least issue official 
denials which will be echoed in tones of suitable outrage by 
pliable editors. The nuclear research is considered essential 
for defence against China. 

At this point we must look to the diplomatic possibilities. 
As long as Chairman Mao was alive, there was little in the air. 
But one cannot mistake the far more cooperative attitude of the 
new leadership. Mr Deng recently called India the elder 
brother of the sub-continent. This could hardly be to the 
liking of Pakistan, but should at least bring some response from 
New Delhi, There is nothing more vital to the security of the 
country than forging a relationship with China which will make 
it possible to demilitarise the border. No doubt there will be 
several hurdles in the way of such an ambitious goal. But if 
the Chinese border can be demilitarised, then indeed we can 
seriously consider a non-nuclear pact with Pakistan, as also an 
arms limitation pact. For the lime being it seems nothing can 
halt Pakistan’s progress towards a nuclear explosion or India's 
determination to oHicially manufacture nuclear bombs in 
response. But there is nothing inevitable about an endless 
e.scalation of arms and nuclear bombs. Diplomacy is the ultimate 
armament, and it is this (rather than a bomb) which should be 
aimed at China. 


Sugar Prospects 


The RESTRICTIONS placed by the Union Government last week 
4n inter-scate movement on trade account have failed to restrain 
Ihc uptrend in the prices of free-salc sugar. After a small, 
temporary, setback, these prices have rebounded to the levels 
they had reached before the last week's decision. What is worse 
is that the undertone in the market continues to be firm, indi¬ 
cating that further rise in frec-sale sugar prices should not be 
ruled out. 

The prices of free-sale sugar have been going up for over a 
month, the increase during this period being as much as Rs 150 
a quintal—an unusual phenomenon in the midst of a crushing 
season. What has caused this? The reasons, of couise, are 
not far to seek. First, brisk demand has been reported from 
^he border areas—an eloquent testimony to the smuggling of 
sugar to the neighbouring countries. Second, though sum¬ 
mer has set in pushing up demand, the releases for free sale 


have been contained and the promise of an extra release during 
April, over and above the normal, has not been kept. Free- 
sale sugar releases during January-March this year were cur¬ 
tailed to 1/1.10 lakh tonnes from 1.25/1.65 lakh tonnes a month 
during January-December last year (going up to 2.75 lakh ton¬ 
nes in May and 1.75 lakh tonnes in June), on the consideration 
that there would be ample availability of khandsaii. The cal¬ 
culations on this score appear to have gone awry ov\ing to the 
suppliers holding back stocks on expectations hig^p,prices 
during the summer months. Then, the rcicasd of 3,00CrtOnnes 
for export presumably against the commitment entered into last 
year when 1 80 lakh tonnes were imported to tide over the diffi¬ 
cult situation after July, has strengthened the feeling that this 
commitment (under which 2.2 lakh tonnes may have to be ship¬ 
ped to the last year’s foreign supplier by June) will be honoured. 

The most important factor contributing to the rise in the 
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Pftec-salc sugar prices, however, is that production till March 15 
f had failed to come up to expectations, despite the incentives 
provided for early crushing, restraining the manufacture of 
khandsari up to December-end and temporarily banning the 
movement of gur from Uttar Pradesh in the early stages of the 
; crushing season. The output till March 15 around 41.83 lakh 
I tonnes, though substantially higher than 32.36 lakh tonnes 
r during the corresponding period in the last crushing season, 
was not commensurate enough even in terms of the original 
target of producing this year 52 kkh tonnes, against 38.59 
lakh tonnes last year. Following the taking of the above steps 
and revising the price of levy sugar to the realistic basis of 
ensuring that the producers would fully recover their produc¬ 
tion as well as distribution costs, including the development 
ftind ccss for this category of sugar, which accounts for 65 per 
cent of the aggregate output, a feeling, in fact, had grown that 
the output could be raised even to 54/56 lakh tonnes. Output 
to the order of 54/56 lakh tonnes would have increased the 
availability for the year to 61/62.5 lakh tonnes (inclusive of the 
carry-over stock of 6.82 lakh tonnes from last year). Allow¬ 
ing for the committed exports, the availability for internal con¬ 
sumption would have been 59/60.5 lakh tonnes. Leaving about 
six lakh tonnes as carry-over for the next year, 53/55.5 lakh 
tonnes would have been available for meeting this year’s 
requirements, as against 52.03 lakh tonnes last year. 

It i.s now felt, at least in trade circles, that the output during 


the current crasbiiig season may not exceed evi^ 
anticipation, not to speak of the expectation of 54/56 lidch ton¬ 
nes production. Consequently, the supply position is now ex¬ 
pected to be even tighter than in the last year. What is urgently 
required is that since the crushing season is yet to come to a 
close, the output during the remaining season should be maxi¬ 
mised through provision of adequate incentives for late crush¬ 
ing. The concession need not be restricted to excise rebate for 
the decline in sugar recovery. A greater portion out of the 
production after say April 20 should be allowed as free sale. 
The smuggling activity too needs to be curbed with a heavy 
hand. Otherwise, imports again may have to be resorted to. 

Meanwhile, the reported recommendation of the Agricul¬ 
tural Prices Commission to raise the minimum price of cane 
for the next crushing .season to Rs 15 per quintal from Rs 13 
during the current one is wholesome. Even during the current 
crushing season, although the APC had suggested Rs 12.5 per 
quinta] minimum price and the Government had raised it to 
Rs 13, the Prime Minister later on asked the mills to pay a 
minimum price of Rs 16. The mills, of course, have purc^s- 
ed cane upto Rs 22/23 a quintal—even upto Rs 28 a quintal in 
Punjab. The Rs 15 per quintal suggested price, thus, is not 
excessive when allowance is made for the increased costs of 
inputs. Simultaneously, of course, the price for levy sugar 
needs to be raised, if the economics of the sugar industry is not 
to be vitiated again. 


I 

$ 

C) 


Company Notice 

Hiaduslan Aluminium Corporation Limited 

Regd. Office; ‘CENTURY BHAVAN’, Dr. Annie fiesant Road, BOMBAY 400 025 

NOTICE is hereby given that (he Twenty-second Annual General Meeting of the Shareholders of 
the Company will be held on Wednesday, the 17th June, 1981 at 3-30 P.M. (S.T.) at Birla Matushri 
Sabhagar, 19, Marine Lines, Bombay 400 020 to transact the business as contained in the Notice dated 
2nd April, 1981 which together with the Explanatory Statement relating to the relevant business specified 
therein is being posted to ail the members individually at their registered addresses. 

NOTICE is also hereby given pursuant to Section 154 of the Companies Act, 1956 that the Register 
of Members and Transfer Books of both Equity and Preference Shares of the Company will remain 
closed from 6th May, 1981 to 26th May, 1981, both days inclusive. 

By Order of the Board of Directors 

BomKv. M. K. JAIN 

Dated the 2nd April, 1981. Secretary 

NOTi:S: 

(A) A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY 
TO ATTEND AND VOTE INSTEAD OF HIMSELF AND THE PROXY NEED NOT BE 
A MEMBER. 

(B) The dividends on the Equity and Preference Shares as recommended by the Directors, when 

, sanctioned at the Annual General Meeting, will be made payable on and after 23rd June, 1981 

\ to those shareholders whose names stand on the Register of the Company as on 26th May, 
l‘>SI to whom dividend warrants will be posted. 

(C) Members desiring to file Tax Exemption Certificates issued by the Income-tax Officer/Stalements 
in Form No. 14B (in duplicate) under the first proviso to Section 194 of the Income-tax Act, 
1961 ;irc requested to forward the same to reach the Company’s Registered Office on or before 
25lh May, 1981 in erder to get the dividend without deduction of tax at source. 

Sharehoklers are requested to intimate to the Company changes, if any, in their registered addresses. 
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History Easily Made 


JThis wekk opening into April about 
/ which 1 am writing now luis been, to put 
' ^ mildly, quite eventful. Nevertheless the 
"mind, as is often the case with us 
humans, is apt to wander away from the 
event or events, grave or great, that may 
have captured the centre of the stage and 
i nibble at the bi/arre or wayward trivia 
•scattered on the wings which suddenly 
; become interesting or important by the 
\ mere fact of their being there. 

Even as John Hinckley was changing 
i planes or buses on his meandering way to 
; Washington where he had that date with 
1 the President on a wet Monday afternoon 
the presses of Newsweek were printing 
; this : 

“I’m never nervous in front of the 
• cameras,'’ said movie actress Jodie Foster, 

■ 18, *but this was diflcrcnt’. SulFcring from 
opening-night jitters, the Hollywood vete¬ 
ran made her stage debut in a student 
production at Yale University, where she 
is a freshman. But at least the role was 
familiar. In the prison drama ‘Getting 
; Out’, the star who played a pre-teen pros- 
: titute in ‘Taxi Driver’, plays a teenage 
i prostitute who has murdered a taxi 
driver.” 

Crazy Obsession 

Newsweek had this bit leading its fea¬ 
ture “Newsmakers'*. It could not have 
r guessed then that Jodie Foster would be 
making really big news very shortly. In 
^ a letter found in his hotel room and ad- 
dressed to her, the man who was setting 
out, “to get Reagan” was dedicating his 
‘ “historic act” to her in crazy obsession 
with what he felt to be his unrequited 
‘ love for her. For Hinckley the making 
: of history came easily with a handgun 
that may be bought by anybody anywhere 
in this land as casually as one may buy 
a hamburger on the wayside. 

Foster, however, does not seem to have 
done anything to deserve the dismal dis¬ 
tinction that has been thrust on her. She 
says that she has never met Hinckley or 
talked to him and that she has in no 


V. Balasubramanian 

way encouraged his infatuation with her. 
There were letters and phone calls but 
she attached no importance to them nor 
did she take notice of them except that 
some of the letters which she found an¬ 
noying were handed over to the police. 
None of the letters made mention of the 
President in any context, she claims. This 
would mean that it was only in that one 
letter which he wrote an hour before he 
left for Washington Hilton carrying a 
gun, but which he did not mail, that 
Hinckley put down on paper or other¬ 
wise in words, for her to know, his luna¬ 
tic resolve to “do something now to 
make you understand in no uncertain 
terms that I am doing all of this for your 
sake.” 

Hinckley's defence may not be able to 
get away with a plea of insanity but if his 


Small Talks from 
Washington 


motivation was as he has described it— 
“By sacrificing my freedom and possibly 
my life, J hope to change your mind 
about me'*—a raving lunatic could not 
have acted any differently. There is in 
this some sad comfort. In the midst of 
all our thoughts of gloom and foreboding 
about the American experience of assassi¬ 
nations or attempted assassinations of 
Presidents the triggering mechanism has 
not been ideology or politics and that the 
democratic process by which the Ameri¬ 
can people elect their chief executive to 
lead their Government has itself remained 
intact and indeed impregnable. 

While Newsweek has been uncannily 
prophetic about Jodie Foster as news¬ 
maker, there has been much more signi¬ 
ficant and far less fortuitous foreseeing 
by the Violence Commission set up in 
1968 by President Johnson. Jn attempt¬ 
ing an anticipatory profile of “the next 
assassin to strike at a president”, it chose 
words which describe Hinckley to the life: 

“Withdrawn, a loner....unable to work 
steadily in the last year or so before the 


assassination white, male.choos¬ 
es a handgun as his weapon.selects 

a moment when the president is appear¬ 
ing amid crowds.” 

White, not black. Hindu, not Muslim. 
The sigh of relief that could still come 
out that January evening in India 1948 
even when our hearts were weighed down i 
with sorrow. A Hindu killed Gandhi. A 
white man attempted to kill Reagan. The 
American people must be grateful that 
they have been spared a greater trial as 
the Indian people then were. With the 
Reagan budget cuts on welfare spending 
felt to be specially hurtful by the black 
people American politics can do without 
added racial tensions. 

The Recuperation 

The President has been injured serious¬ 
ly, gravely even. But he has survived. 
His recovery moreover has been smooth 
and fast. His recuperation, however, 
could be something else. For the Reagan 
White House style has become even more 
important than substance. In about 70 
days of office he has impacted on the 
American people as a leader who will not 
be denied. It is essential for the success 
of his policies and, in particular, for his 
economic programme that this momentum 
should be preserved. Will the President 
be able to master the after-effects of his 
physical hurl? Will he be able to live down 
the trauma of the attempt on his lifc '^ 
sufficiently to be able to maintain his clan 
with the intensity as well as elegance he 
has trained the American people to expect 
of him? Those who are close to him be¬ 
lieve that the chances arc bright. 

At the moment almost everybody here 
is telling anybody who would listen that 
Government had nobly struck to business 
as usual in the tense hours when the Pre¬ 
sident was in surgery. That this was so 
is not necessarily a modern miracle. Gov¬ 
ernment is an affair of organization, not ^ 
of individuals. In any case the American 
Government has been going through the 
kind of drill which ought to have equip- 
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^ it for the sort of emergency it has had 
to cope with just now. 

^ The President’s reported one-liners from 
his sick bed and indeed even from the 
operating theatre have served well to hold 
up his public image of a leader with a lot 
of courage and a sense of humour sure 
to see him through. The big new reputa¬ 
tion of this week, however, is that of Vice- 
President Bush. While Reagan clearly 
remains a functioning President Bush is 
deputising for him in a confident yet low- 
key style which treads on no one’s corns. 

All the same there have been squabbles 
fin the corridors of power. While the 
surgeons were still probing the President’s 
lung tissue for the bullet that had got 
embedded there, Secretary of State Alexan¬ 
der Haig strode into the press room in 
the While House and claimed that he was 
“in control here" pending the arrival of 
the Vice-President who was then air-borne 
on his way from Texas. It was explained 
on Harg’s behalf later that he was only 
trying to say that as the senior-most mem¬ 
ber of the cabinet he was ‘minding the 
^Morc’ in the White House situation room 
where other members of the cabinet were 
also present and that the purpose of his 
appearance before the press was to warn 
the foes of the United States while reassur¬ 
ing its allies that US defences were in a 
state of readiness for any eventuality. But 
by then the mi.schicf had been done and 
the TV networks had started giving nearly 
as much prominence to what seemed as 
Haig’s feckless as well as tasteless attempts 
to rush into the limelight as to their 
coverage of the main Reagan story itself. 

Constitutional Position 

f The Secretary of State ran into more 
problems as people began to wonder what 
he could have meant when he said at one 
place “constitutionally, gentlemen, you 
have the president, the vice-president and 
the secretary of stale in that order”. 
Again there was explanation forthcoming 
on his behalf. Haig, it appears, was not 
talking of the order of succession (which 
places the Secretary of State fifth and not 
third, with the Speaker of the House of 
Representatives and the senior-most mcm- 
^ ber of the Senate, who presides in the 
absence of th Vice-President, coming be¬ 
fore him and after the President and the 


Vice-President). Why» then, did he use 
that term “constitutionally”? Tn any case, 
what was he talking about ? It did not 
help Haig to make some vague reference 
to a chain of command. There is it 
seems such a thing as a national command 
authority. But it passes down from the 
President to the Vice-President and then 
to the Secretary of Defence. The Secretary 
of State is not in that picture at all. 

The media is not disposed to be kind 
to Haig. It sees in the Secretary of State a 
soldicr-politican itching to exercise power 
and the public, given its cue, is not feeling 
very comfortable. The President’s aides 
however are not unhappy. White House 
Counsellor Edwin Meese and Chief of Staff 
James A. Baker arc still savouring their 
gains from a sharp short struggle for 
“turf” which had ended to their satisfac¬ 
tion with the President placing the Vice- 
President in charge of “crisis manage¬ 
ment” in the White House despite Haig's 
public and, indeed, violent dissent and 
protest. 

Prompt Reward 

“Crisis management” is a term 
vague enough to include overseeing 
authority over the State Department 
during situations deemed to be emer¬ 
gencies in US foreign relations and the 
President's nomination of Bush as “ciisis 
manager”, clearly a result of the advice he 
has received from his White House con¬ 
fidants, has been resented by Haig as a 
threat to his own primacy as the Presi¬ 
dent’s adviser on the making or conduct of 
foreign policy. Haig said as much to the 
Senate sub-committcc on Foreign Rela¬ 
tions and was promptly rewarded for his 
pains by Reagan formally announcing the 
new assignment for Bush. 

That episode certainly helped to “put 
Haig in his place” a phiasc gleefully 
uttered in the While House these days. His 
misadventure in the press room on the 
day Reagan was shot is seen as having 
consolidated the process. The Secretary of 
State , who left Washington on February 
.3, on an importanl round of visits to 
.America’s allies in the Middle East and 
Western Europe, is thus somewhat the 
poorer for the loss of glory and glamour 
since the heady days of his confirmation 
hearings when he could claim that he was 
the President's “vicar” for the formula¬ 


tion of foreign policy and the “general 
manager” of foreign relations. But not 
even his detractors may believe that his 
usefuleness for the Reagan administration: 
has vanished or even permanently dimini¬ 
shed. As Haig has been repeatedly and 
firmly declaring, Reagan invited him to be 
his Secretary of State and he accepted that 
invitation bccau.se they thought alike on 
essential foreign policy issues and appro¬ 
aches. 


Common Ground 

That common ground remains and 
it must be said in Haig's favour that he 
has always been maintaining, without be¬ 
ing contradicted by Reagan, that the Presi¬ 
dent had given him his word that he 
would he master in his own house without 
any rival authority such as the President’s 
adviser on National Security functioning 
from the White House. It is possible that, 
listening to his aides, the President may 
have subsequently let himself be persuaded 
that his commitment to Haig is too open- 
ended. In that case both he and Haig 
will have to renegotiate tactfully an easier 
relationship if Reagtn were to retain the 
services of a colleague .so fitted in .several 
ways to serve him as his Secretary of State 
and Haig were not to lose an opportunity 
of fashioning his country's foreign policy 
at a time when so much of the administra¬ 
tion’s thinking on issues is also so much 
his own. 

Finally, we have John Kenneth Gal¬ 
braith writing this in his forthcoming 
“Life In Our Times”: 

“The White House is an excellent ad¬ 
dress but an occupationally unhealthy 
place to work. While it may not be safe 
to attack the president, it is always safe to 
impugn his subordinates. In consequence, 
the walking wounded from service in the Ex¬ 
ecutive oJTlces—Harry Vaughan, Sherman 
Adams, Wall Rostow, Bert Lance—would 
fill a small hospital or, as in the case of the 
Nixon men, a medium-sized minimum 
security jail” 

Galbraith, 1 believe, has a habit of 
often being very nearly right, but seldom 
quite right. I expect Haig will agree. 
This four-star general and former NATO 
commander, also reckoned a consummate 
professional in the game of power politics 
has not found it safe to tangle with t/tr 
President’s men. 
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The Issues in Technological and Economic Choices 

Nanubhai B« Amin 


(SXBATECiic PLANNING tries to aiiswcr 
question: what should our business 
say 5 or 10 years hence ? This is 
‘'jWcwed somewhat independently of what 
f; the present business is and what it would 
'V become on its own momentum. Obviously, 
^ these cannot be seen in isolation from 
^ one another. The objective of strategic 
; planning is to identify: 

I —broad directions for growth through 
expansion and/or diversification; 

—what new and different technologies 
to acquire and how to acquire; and 

—which markets to develop, etc. 

Answers arc also to be found regard¬ 
ing which of the present product ranges 
or businesses arc to be dropped, which 
processes and technologies arc to be dis¬ 
carded, modified. 

Corporate strategics have necessarily 
to be formulated, taking into considera¬ 
tion environmental opportunities and 
threats on the one hand and organisational 
strengths and weaknesses on the other. 
Present environment offers several new 
opportunities for industrial develop¬ 
ment: 

-Re-cycling of materials is becoming 
a major industrial activity in several 
countries of the world. Indian in¬ 
dustry should also consider the 
T><>lcntial in this very important area. 

—Pollution control is an area which 
provides considerable opportunities 
for diversification of industrial acti¬ 
vity. 

—Energy conservation is another very 
important area. A number of pro- 
I ducts, technologies and services can 
be considered for development, 
manufacture and marketing in this 
area. 

Strategies have to be checked for: 

(i) Internal consistency-consistency 

with personal values of the lop 
management; 

(ii) appropriateness in the light of the 
available and expected resources; 

(iii) risks that the organization is in a 
position to take; and 


(iv) consistency with the environment 

Corporate strategy when properly for¬ 
mulated and systematically reviewed can 
become a vital factor for ensuring growth 
and vitality of the organisation. How¬ 
ever, strategy can only be one of the 
factors in determining the company’s 
successor failure. Competence of manager 
in implementing the strategic decisions is 
equally important. Strategy can become 
a powerful instrument in minimising the 
impact of threats from the environment, 
whether they are technological, competi¬ 
tive, major shifts in Government policies 
etc. 

Allocation of Resources 

Strategic planning guides the choices 
among the various alternatives available 
to the organisation. It is concerned with 
allocation of the organisation’s critical 
resources—managerial, technical finan¬ 
cial, physical and manpower. 

There are several forces which arc exert¬ 
ing pressures for more explicit and 
effective formulation of corporate strate¬ 
gies: 

(i) Rapid changes in technologies; 

(ii) increased Governmental regulations; 

(iii) uncertain political and social cli¬ 
mate; 

(iv) high inflation rates; and 

(v) increasing shortages of resources— 
raw materials, capital energy, etc. 

I would now like to deal with some of 
the emerging trends in the environment, 
particularly in the economic and techno¬ 
logical segments and deal with the choices 
open to us. 

In terms of emerging issues from the 
environment, energy has become the mo.sl 
critical factor. In his opening speech to the 
delegates of the 1 1 th World Energy Con¬ 
ference, West German Chancellor, 
Mr Helmut Schmidt, observed that “next 
to the preservation of peace, energy is a 
critical issue of our time”. Energy crisis 
is a world-wide phenomenon but its affect 
on our country is much more severe. 


The Working Group on Energy Policy in 
its report published in 1979 estimated 
that expenditure on oil imports can be 
managed at a level of 70 per cent of our 
total export earnings by 2000 AD from a 
level at that time of 40 per cent. In fact, 
as of today our imports of oil have shot 
up to 80 per cent of our export earnings. 
You may well imagine what lies ahead of 
us in the very near future! 

With the savage power cuts in almost 
all States, energy crisis has become a 
frightening reality for all industrial units, 
big, medium or small. Power cuts have 
affected the 1979-80 industrial production 
by as much as Rs 5000 crorcs. It is now 
easier to get financial resources than to 
ensure energy inputs for production. 
Given the parameters of energy crisis and 
projections that have been made, the 
position looks very grim. 

Business Initiative 

Although Government has to play a 
major role, business and industry cannot 
leave the entire initiative to Government 
fully knowing its limitations. It is sad 
to note that by and large business and 
industrial units have not done anything 
in this regard. We always point out the 
inefficiencies of electricity boards and 
other Governmental organisations. But 
whatever could have been done by the 
industrial units themselves or the 
industrial associations has not bee^n 
done except this that industrial 
units have reacted to this crisis by 
installing their own generator sets! Power 
secured from private generators is dearer 
than power generated in the public sector. 
Also, private reaction of this type is no 
solution to the social problem of efficient 
management of electricity boards. Let 
us come out with practical solutions 
for efficient management in this vital 
area. 

It is now accepted that about 20-25 
per cent of energy can be conserved by 
various measures. 

It is shocking to find that in our indus- 
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tries, energy inteiisities--en6rgy required 
.per unit of value added—and energy 
•efliciencies—energy required per unit of 
physical output—are extremely poor as 
compared to those in other countries. 

The following table shows a compari¬ 
son of energy consumed per unit of pro¬ 
duction for various countries and clearly 
indicates that there is a very big scope 
for conservation in our country. 

(10^ k cal per tonne of product) 

- Crude Paper Cement Alumi- 

' Steel & Pulp nium 

J481 
1385 

949 
2295 


W. Germany 326 


Japan 513 

United 

States 533 

India 1161* 

Scope for 
Conservation 72% 


438 

512 

579 

1130 


91 

121 

161 

170** 


61% 46% 59% 


*Pig Iron **Wet Process 
^(Source: Parikh Jyoti K, Chaitanya Anin 
K, “Are Our Industries Energy 
Efficient?; Economic and Political 
Weekly^ March 15, 1980) 

Each large scale industrial unit can 
set up an Energy Department to study 
and formulate plans to achieve better 
energy productivity and to coordinate 
efforts needed to achieve results. Energy 
audits should be made routine to ensure 
compliance. 

Electrical motors manufacturing in¬ 
dustry should take up without further 
delay the design and manufacture of 
energy-efficient motors. One of the 
r essential raw material inputs for manu¬ 
facture of these motors is cold-rolled sili¬ 
con sheets. Government of India should 
allow the import of these sheets till such 
time these are manufactured in our 
country. A large number of motors are 
made in the small-scale sector. These units 
should be given design assistance so that 
the motors produced conform to the laid 
down standards of efficiency. Similarly 
diesel engine industry can contribute 
greatly to improve the efficiency of 
engines and conserve diesel oil. 

Industrial units can also examine 
various technology choices open to them. 
It may become imperative to go in for 


less energy-intensive options. Electricity 
boards are finding it extremely .difficult to 
give additional power to LT & HT users. 
For setting up new industrial units and 
for maintaining production in the current 
units, alternatives are energy conservation 
and less energy intensive technology. 
Energy is also going to cost more and 
more. The built-in subsidies for energy 
inputs that exist today are likely to be 
discontinued very soon. All these aspects 
of the energy situation would imply that 
considerable rethinking is required in for¬ 
mulating corporate plans and strategies 
for the long term as well as for short 
term. 

1 should also like to make mention 
of the new scenario that is emerging 
on the energy front. In view of the 
various problems associated with energy 
from oil, coal, nuclear technology, fast 
breeder reactors, such as rapid depletion, 
high costs, pollution, safety risks, etc., 
the world, especially the industrialised 
world is seriously exploring the possibili¬ 
ties of developing alternative sources. 
There is no time to develop this theme 
here, but the following quotation from 
Alvin Tofflcr’s recent work. The Third 
Wave (Indian Edition, 1980, pp 151-52) 
would give an inkling of what is going 
on in this area: 

“These possibilities range from photo¬ 


voltaic cells that convert sunlight into'!; 
electricity (a technology now being cxt . 
plored by Texas Instruments, Solarex,;.; 
Energy Conversion Devices, and manyr 
other companies), to a Soviet plan for t 
placing windmill carrying balloons in the 
tropopause to beam electricity down to 
earth through cables. New York Ci^y 
has contracted with a private firm to bum 
garbage as fuel and the Philippine Islands 
are building plants to produce electricity 
from coconut waste. Italy, Iceland and 
New Zealand are already generating elec* 
tricity from geothermal sources, tapping 
the heat of the earth itself, while a five 
hundred-ton floating platform off Honshu 
island in Japan is generating electricity 
from wave power. Solar heating units 
arc sprouting from rooftops around the ; 
world, and'the Southern California Edison 
Company is constructing a “poweic 
tower” which will capture solar energy 
through computer-controlled mirrors, 
focus it on a tower containing a stream 
boiler, and generate electricity for its regu¬ 
lar customers. In Stuttgart, Germany, a 
hydrogen-powered bus built by Daimler- 
Benz^ has cruised the city streets, while 
engineers at Lockheed, California are 
working on a hydrogen-powered aircraft. 
So many new avenues are being explored, 
they are impossible to catalogue in a short 
space”. {To he concluded^ 
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4 Economic Analysis 
t - 

Exports During the Seventies 

T.C.A. Srinivasa-Raghavan 

This is the concluding part of the survey of exports during the Seventies, 

The first part appeared in Eastern Economist of April JO. 


A Survey-ll 


Thi; Divi.RSinCATiON ill ihc Commo¬ 
dity composition was accompanied by 
diversification of markets also. At 
the end of the sixties, six countries— 
USA, UK, USSR, W. Germany, Japan 
and Canada—had accounted for nearly 
58 per cent of Indian exports; at the 
end of the seventies their share had 
dropped to 49 per cent. Several new 
trading partners emerged on the scene, 
prominent amongst whom were Iran, 
Iraq, Kuwait, Belgium, Netherlands 
and France. Table V describes the de¬ 
velopments. 

The highest increase in exports came 
in respect of the ECM countries. At 
the beginning of the decade, F.CM 
countries accounted for 18.2 per cent 
of exports. In 1979-80, their share 
stood at 26.17 per cent. OPEC coun¬ 
tries (in terms of growth) were only 
imperceptibly behind, increasing their 
share from 6.7 per cent in 1970-71 to 
13.4 per cent in 1979-80. The shares 
of the other major regions - North 
America, ESCAP and Eastern Europe- - 
declined, with the last mentioned tak¬ 
ing the biggest dip, from 23.6 per cent 
in 1970-71 to just 9 per cent in 1979- 
80. Equally significant is the share of 
the‘others’ which went up from 11.5 
per cent to 14 per cent. This mode¬ 
rate rise hides an important feature— 
the emergence of Ihc African market, 
which accounted for nearly 6 per cent 
of the export to ‘others’. The chances 
are that during the eighties, this mar¬ 
ket will start playing an increasingly 
important role. 

Amongst the ECM countries, the 
highest increase came in exports to 
Netherlands. Starting from just about 
Rs 14 crore in 1970-71, the decade 
eiMicd at Rs 228 crore. Much of this 


increase is directly attributable to the 
growth in exports of diamonds to the 
Antwerp market. Trade with the other 
i:CM countries, too, grew by at least 
leaps, if not bounds. An interesting 


exports to the UK which, in absolute 
terms, continues to be the biggest 
buyer. Part of the reason why exports 
to the other ECM countries rose so 
rapidly is that the base year figure was 
very small. But the continued econo¬ 
mic difficulties experienced by Britain 


feature is the relatively slow growth 

of have also 

TABLI; V 

contributed 

towards the re- 


1970-71 

1975-76 

1979-80 

North America 

235.30 

565.78 

870.08 


(15.3) 

(14.0) 

(13.5) 

of which: 

U.S.A. 

207.34 

519.98 

808.81 

Canada 

27.96 

45.80 

61.27 

ECM 

279.61 

854.20 

1682.13 


(18.2) 

(21.2) 

(26.17) 

of which: 

Belgium 

20.33 

45.41 

159.72 

France 

17.98 

86.22 

179.28 

FRO 

32.31 

117.91 

365.27 

Netherlands 

13.98 

82.23 

228.14 

U.K. 

170.44 

421.32 

473.60 

KSCAP 

378.79 

871.49 

1523.19 


(24.7) 

(21.6) 

(23.7) 

of which: 

Australia 

24.46 

48.21 

99.52 

Japan 

203.48 

432.76 

664.91 

OPEC 

103.00 

633.14 

858.79 


(6.7) 

(15.7) 

(13.4) 

of which: 

Iran 

26.65 

272.29 

100.26 

Iraq 

9.63 

63.81 

59.17 

Kuwait 

J5.74 

47.24 

133.58 

£. Europe 

362.43 

688.20 

583.19 


(23.Q 

(17.0) 

(9.0) 

of which : 

Poland 

22.14 

89.90 

40.52 

Czcchosovakia 

29.46 

34.71 

43.26 

GDR 

24.56 

25.87 

48.03 

Rumania 

13.70 

54.52 

49.72 

U.S.S.R. 

209.85 

416.69 

645.65 

Others 

176.03 

423.45 

909.37 


(11.5) 

(10.50) 

(14.0) 

Total 

1535.16 

4036.26 

6426.75 
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lative sluggishness. As it happens* 
Britain enjoyed a suiplus balance of 
trade with India in only four out of 
the ten years. There has been little 
qualitative change in Indian exports 
to Britain in the sense that manufac¬ 
tured goods continue to occupy the 
back seat. 

Where Australia and Japan are con¬ 
cerned, the greater increase came in 
respect of the former. In the exports 
to Japan, a large portion is accounted 
for by iron ore whose exports did not 
show very great increase during the 
seventies. There is a clear case for 
diversification in the exports to 
Japan. Hopefully, the eighties will 


witness a removal of the imbalance 
10 exports to Japan. 

The emergence of the OPEC coun¬ 
tries as major buyers was the direct 
consequence of the petrodollar boom 
there. A detailed examination of the 
commodities quickly reveals that much 
of India's exports to these countries 
were of construction materials. To¬ 
wards the end of the decade, however, 
the main boom in construction was 
over. This means that India must now 
lake very active steps towards supply¬ 
ing such equipment, machinery and 
turnkey projects as it can. The po¬ 
tential there is immense and much 
will depend on the quality and price 


of Indian products. 

The sharp decline in exports to the t 
East European countries was largely 
in consequence of the slow growth of J 
exports to Russia owing mainly to the ^ 
difficulties in identifying additional % 
items that could be supplied to the % 
USSR. The share of the other coun- J 
tries (with the possible exception of J 
Rumania) did not show any major J 
increase. This is poor showing indeed J 
particularly when one pauses to reflect J 
that, during the sixties, this region had J 
accounted for nearly 50 per cent of J 
India’s export growth. ♦ 

Table VI gives India’s share in world ♦ 
exports of major commodities. The ♦ 


Table VI 

India's Share in World Export of Principal Commodities 


(Percentages) 


SI No. Commodities 

1970 

1974 

1975 

1976 

1977 

1978 

1979 

1. 

Meat fresh, chilled, frozen 

O.I 

0.1 

0.1 

0-3 

0.3 

0.3 

0.2 

2. 

Rice 

0.6 

1.1 

0.6 

0.7 

0.2 

1.1 

5.7 

3. 

Veg. etc. fresh simply preserved 

1.2 

0.4 

0.5 

0.9 

0.5 

0.9 

0.3 

4. 

Sugar and honey 

1.0 

2.6 

5.0 

4.0 

0.8 

2.0 

2.6 

5. 

Coffee 

I.O 

1.4 

1.6 

1.2 

1.6 

J.7 

1.6 

6. 

Tea and mate 

33.4 

29.5 

31.1 

31.4 

30.3 

7,7 

23.8 

7. 

Spices 

20.5 

17.1 

13.2 

12.9 

18.9 

14.8 

20.0 

8. 

Animal feeding .stuff 

3.6 

3.4 

2.7 

3.8 

3.2 

2.6 

4.4 

9. 

Tobacco u nmanufact ured 

4.0 

4.8 

5.2 

4.1 

4.8 

3.9 

3.6 

10. 

Leather 

13.4 

12.6 

12.3 

13.3 

11.0 

12.7 

lO.l 

11. 

Leather manufactures 

0.6 

1.5 

1.0 

1.7 

3.3 

3.5 

6.0 

12. 

Furskins, tanned dressed 

Neg 

2.0 

1.6 

1.5 

0.7 

0.5 

Neg 

13. 

Fish fresh simply preserved 

2.3 

2.5 

3.3 

3.8 

3.1 

3.3 

3.3 

14. 

Fish tinned prepared 

0.9 

0.6 

0.1 

0.1 

O.I 

0.5 

N.A. 

15. 

Machinery other than electric 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

16. 

Electrical machinery, apparatus and appliances 

0.1 

0.2 

0.2 

0.2 

0.2 

0.2 

0.1 

17. 

Clothing not of fur 

0.7 

1.4 

1.5 

2.0 

1.8 

2.6 

1,6 

18. 

Pearls, precious semi-precious stones worked or unworked 

2.2 

2 4 

2.2 

3.2 

4.2 

5.8 

3.8 

19. 

Oilseeds, nuts, kernels 

0.4 

0.8 

1.0 

1.6 

0.2 

0.2 

0.4 

20. 

Cotton fabrics woven 

6.8 

7.0 

5.1 

7.2 

6.5 

4.4 

5.1 

21. 

Woven textiles (Non-cotton) 

4.8 

3.4 

2.4 

2.1 

2.2 

2.2 

0.5 

22. 

Transport equipment 

0.2 

0.1 

O.I 

O.I 

0.1 

0.1 

0.1 

23. 

Manufacture of metals 

0.5 

0.5 

0.6 

0.7 

0.8 

0.9 

0.9 

24. 

Iron ore concentrates 

6.7 

4.4 

5.3 

5.1 

5.8 

7.6 

5.1 

25. 

Chemicals and allied products 

0.2 

0.2 

0.2 

0.2 

0.2 

0.2 

0.2 

26. 

Iron and Steel 

0.9 

0.2 

03 

0.9 

0.9 

0.7 

0.1 


For 1979, data on India's exports of items at S. No. (7) and from (10) to (26) have been worked out using DGCI and S 
data and rupee-dollar conversion rate (if series) given in International Financial Statistics. 

Source : (1) Year Book of International Trade Statistics, UNO and (2) FAO Trade Year Book. 
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picture that emerges is scarcely a 
cheerful one. In fact, it is worth 
mentioning that a study carried out 
a few years ago pointed out that 
amongst the developing nations, India’s 
share in world trade was about the 
lowest. The study also pointed out 
that for manufactured goods India 
had been overtaken by several develop¬ 
ing countries. 

India’s share in world trade is ab¬ 
surdly low. There were just three items 
in 1970 —tea and mate, spices, and 
leather—that had a share of over 10 
per cent. But over the decade, their 
shares have declined. Thus, tea and 
mate, which started with 33.4 per cent, 
slipped to 23.8 per cent in 1979, lea¬ 
ther slipped from 13.4 to 10 per cent 
while spices (praise be to the Lord for 
small mercies) stayed where they were 
at 20 per cent. The explanation is 
quite simple. Where tea is concerned, 
India has suHered at the hands of 
Sri Lanka and Kenya. In the case of 
leather, it was the result of deliberate 
policy to shift towards the export of 
semi finished and finished products 
(whose share, incidentally, did go up 
quite a bit from 0.6 per cent in 1970 
to 6 per cent in 1979). These three 
items continued to dominate the pic< 
turc, being the only ones with a more- 
than-ten-per cent share at the end of 
the decade also. 

The more relevant figures, however, 
are those of the shares of engineering 
goods. These arc classified as follows:— 

J. Machinery (other than electric) 

2. Electrical Machinery, apparatus 
and appliances 

3. Transport equipment 

4. Iron and steel. 

Prepare now for a nasty shock—the 
shares of these varied between 0.1 and 
0.2 per cent (with the exception, per¬ 
haps of iron and steel whose share 
declined from 0.9 to 0.1 per cent). 
This is dismal. F'or a country that 
proudly beats its chest about being a 
manufacturing nation —10th largest 
and all that- India’s share in world 
trade of manufactured goods is ridicu¬ 
lous. One thing must be borne in 


mind though—India is not an export¬ 
ing nation in the sense that it did not 
adopt the strategy of export-led growth. 
The argument that the domestic market 
would be fully able to support growth 
would appear to have been proved 
false now. The time has come to 
achieve a better mix. 

India’s share of rice exports increas¬ 
ed from 0.6 per cent in 1970 to 5.7 per 
cent in 1979. This was not a steady 
rise because the jump in 1979 was huge 
caused by the rice-for-crude deal with 
Russia. This means that it cannot be 
taken as representative. But even if 
1979 is excluded, the increase was there. 
In this perhaps lies a hint for future 
strategy; India could export rice — 
domestic supplies permitting—and im¬ 
port wheat. (According to one calcu¬ 
lation, a million tonnes of wheat can 
provide 3 million jobs for 50 days or 
so during the lean season.) 

Another item which deserves men¬ 
tion is the export of fish. Throughout 
the decade, Indians share showed a 
rising trend. There is a real danger 
now of this trend being reversed if 
India docs not move quickly to exploit 
deep-sea fishing. Already, there has 
been a tapering off and since 1975 there 
has been no growth. At the same time, 
India’s share of tinned fish exports — 
higher value added—has declined from 
0.9 to 0.1 per cent. This seems ex¬ 
plicable only in terms of the quality 
being unacceptable to the world mar¬ 
ket. Surely, for a nation that boasts 
of the third largest scientific and 
technical pool, processing and tinning 
of fish should come easily; that it does 
not is at least some indication of the 
lopsided pattern of priorities of scienti¬ 
fic research in India. 

No discussion of exports can be 
complete without a reference to the 
terms of trade, which is defined as the 
ratio between export prices and im¬ 
port prices. When the latter fall the 
ratio goes up; terms of trade are then 
said to have improved because more 
can be imported for a given volume of 
exports. Conversely, terms of trade 
are said to deteriorate when the ratio 


falls, so that to maintain a given 
volume of imports, more has to be 
exported. 

During the seventies, this is what 
happened to India. The prices of what 
it exported rose less than the prices of 
what it imported. This deterioration 
in its terms of trade was in contrast to 
the experience of the previous two 
decades when the (Px/Pm) ratio conti¬ 
nued to be favourable. The reversal 
which started in 1973 continues unper¬ 
turbed to date. Various calculations 
have been made, one of which gives 
the ratio as having fallen from 124 in 
1972-73 to 70 in 1975-76, before re¬ 
covering slightly to 90 In 1978-79. 
Since then, it has deteriorated further. 
Table VII gives the relevant data. 

The single major contributor to this 
development was the price of oil which 
rose by 80 per cent between 1970-73 
and by a whacking 500 per cent bet¬ 
ween 1973-75. Or, to put it diftercntly, 
what cost per 51^1.28 per^^ barrel in 1970, 
cost SlO per barrel in 1975. Since 
then, the price has increased to $36 
per barrel in 1980. (With demand for 
oil being highly inelastic and with less- 
than-half of it being met by domestic 
production, India now pays about 75 
per cent of its export earnings towards 
meeting the oil bill alone). 

Another useful concept is the income 
terms of trade which is arrived at by 
multiplying Px/Pm hy the quantum of 
exports, Qp. According to one calcula¬ 
tion (by N. Mukherjec and A. Mukher- 
jee*) the income terms of trade drop¬ 
ped from 119.8 in 1972 to 89.9 in 
1977. If the rise in the quantum of 
exports had been enough to offset the 
fall in Px/Pm (caused by Pm rising 
more than Px), there might have been 
less to worry about. As it happens, 
although Qo did rise, it was nowhere 
near rising fa.st enough. More con¬ 
cretely, Qe increased by an unassuming 
8 per cent while Px/Pm ^y ^ semir¬ 
ing 30 per cent. 

In all this there is a very dismaying 
feature. Most experts, in 1974, were 
of the view that if during 1975-80 

Foreign Trade Review^ April-June, 1980. 
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India managed an export growth rate 
of 8 per cent, it would be doing fine. 
Now that it is clear that oil prices tend 
to rise more sharply than the prices of 
other internationally traded commodi¬ 
ties, the likelihood of the Px/Pm ratio 

Table VII 

India's Terms of Trade 


Year 

Net Terms 
of Trade 

1970-71 

106 

1971-72 

116 

1972-73 

124 

1973-74 

106 

1974-75 

77 

1975-76 

70 

1976-77 

76 

1977-78 

95 

1978-79 

90 

April, 1979 

81 

May, 1979 

72 

June, 1979 

HO 

July, 1979 

76 

August, 1979 

76 

September, 1979 

75 


Source; Economic Survey and RBI 
Bulletin, November 1980 

being favourable over reasonably long 
time spans is remote. The only op¬ 
tion, therefore, is to ensure that Qc 
rises suiTiciently and far in excess of 8 
per cent to offset the fall in the barter 
terms of trade. 

To summarise, then, the following 
broad features stand out: 

1. There was a considerable diver¬ 
sification in the commodity composi¬ 
tion of India's exports during the 
seventies. 

2. There was diversification in the 
markets that India serviced. The 
potential importance of Africa was 
revealed. 

3. India's share in world trade was 
so low that it could hardly be lower. If 
the export strategy of the eighties is 


successful, its share ought to go up, 
particularly for manufactured and 
engineering goods. 

Throughout the decade, the terms 
of trade continued to be unfavourable 
due to the successive oil price increas¬ 
es. The only exception was 1972-73 
(before the oil crisis) when the world 
economic boom drove up commodity 
prices, from which India benefited 
substantially. 

And now to put it all in perspective. 
Exports have not played a vital role 
in India's economic growth because it 
did not adopt the strategy of export-led 
growth. Instead, a strategy of import- 
substitution was adopted. At the 
time when this path was chosen, there 
were (probably genuine) fears of deteri¬ 
orating terms of trade—as argued by 
Raul Prcbisch and Arthur Lewis— 
and the desire to husband (then) 
scarce foreign exchange. The expec¬ 
tation was that once the strategy of 
imporls-substitution had paid off, with 
their comparative cost advantage, 
exports would enable the Indian eco¬ 
nomy to be integrated in the world 
economy. 

This has not happened; in consequen¬ 
ce of which, both growth and efficiency 
have suffered. (The responsibility for 
this must lie with the rather plinkitty- 
plonk attitude adopted towards ex¬ 
ports and their place in development 
strategy). Another result has been 
the increase in the share of capital- 
intensive manufacturing exports since 
the mid-Sixties, which flics in the face 
of the famous theorem by messrs 
Heckscher and Ohlin. It has also 
been demonstrated that production 
parameters and export performance 
have not been consistent with the opti¬ 
mal utilisation of scarce capital. The 
export performance has also provided 
grist to the leftist mill. With their 
ever-present pre-occupation with dis¬ 
tributional aspects, some have argued 
—not entirely falsely—that (a) in the 
absence of any significant contribution 
by technical progress, the wage-earners 


have provided the (export) output and 
that the weaker sections have had to 
sacrifice a part of their consumption; 
and (b) that the ^masses’ have been left 
untouched by the stimulus provided 
by exports. 

These conclusions and a host of 
others, some less valid than the rest, 
all point in one direction: the need 
to stop vacillating and to adopt an 
export policy that is integrated into 
the overall developmental strategy. 
Such a policy would involve, amongst 
other things, the need to be rid of the 
impression—based on the high growth 
rate achieved during 1972-77—that a 
real breakthrough has been achieved 
and the decks have been cleared for 
exporl-Icd growth. The gains of the 
Seventies were at least in part of a 
windfall nature. The picture was rosy 
on account of the world boom in com¬ 
modities and inflation-induced earn¬ 
ings. These factors may not repeat 
themselves. I'he other big contributor 
to buoyant demand- -OPEC countries’ 
requirements—almost certainly will. 
Therefore, policy would have to 
address itself to the certainties while 
keeping sufficient flexibility to allow 
for the uncertainties. 

On the supply side, the impetus 
came from special measures to pro¬ 
mote the exports of manufactures, 
subsidies, the effective use of the ex¬ 
change rate and linking it to ^'basket” 
floating exchange rate system, better 
export credit, and liberalised imports 
for export production. Domestic 
demand deficiencies also helped as in 
the case of iron and steel, cement, and 
coal. 

Assuming that the supply side will 
be taken care of effectively, there still 
remains the problem of world demand 
which is being increasingly subject to 
world recession and the attendent pro¬ 
tectionism. Thus, to those who might 
ask the question: did the Seventies lay 
the foundations for export-led growth? 
the answer must necessarily be: not 
just yet. 
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fit the Nation 


Coal Output Trends 


GOOD deal of satisfaction is being 
Impressed in official circles over the break- 
hrough achieved in coal production last 
year after near-stagnation in the previous 
^|four years. The 1980-81 output is estimat- 
to have been around 114 million ton- 
; jaes—9.6 per cent higher than the previous 
f^ear’s production of 103.93 million tonnes. 
■'IpThe target set for the year - -113.5 million 
Honnes—was exceeded, even though mar- 
jginally, by half a million tonnes. 


This has enabled the coal situation to 
' ease considerably, specially in the latter 
,;halfof the last financial year when the 
^movement by rail too was streamlined. 
7 'The result has been that not only have 
i.ithe coal stocks at the sled plants and the 
'vithermal power stations been built up to 
f'safe levels, but also free sales have been 
""allowed from several selected collieries. 


Difficulties Persist 

: Some difficulties, however, still persist 
"Tor distant consumers whose requirements 
arc not being fully catered for due to 
shortage of wagons. The growth in stocks 
, at the pitheads from 14 million tonnes on 
jApril I last year to 18.5 million tonnes on 
i'- that date this year presumably is account- 
|cd for by this. Otherwise, there was no 
justification for the slocks going up when 
l ithe demand for 1980-81 had been e.sti- 
l^mated around 118 million tonnes and that 
; too on a conservative basis on the pre- 
vious year’s experience. It was envisaged 
that even though the output would be 
, raised to 1 J3.5 million tonnes, the excess 
demand would be met by drawing down 
of the pithead stocks. 

Significantly enough, the major contri- 
, bution to the incrca.se in production has 
.’been by Coal India Limited. All its 
!fivc subsidiaries, including the F.astern 
1 Coalfields, when the opening of new mines 
i continued to be hamt>ercd by obstruc- 
«tions from the local youth making unrea- 
^ sonablc demands for employment and 
other concessions, have yielded higher 
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production compared to last year (see 
Table I). The output from the Singareni 
Coalfields as well as the TISCO mines too 
increased, even though the targets .set for 
them could not be achieved as happened 
in the case of CIL subsidiaries. Some 
setback to production has been reported 
only by the lISCO’s captive mines where, 
though the target set for the year was 
marginally exceeded, the output in com¬ 
parison with the previous year was some¬ 
what lower. The most encouraging deve¬ 
lopment, of course, has been that even the 
output of coking coal registered a signi¬ 
ficant increase and a new peak was estab¬ 
lished for the production of this type 
of coal at 24.7 million tonnes. 

The ma jor factors helping to raise pro¬ 
duction obviou.sly have been the marked 
improvement in power supplies, especially 
from the DVC system, generally improved 
industrial relations and the law and order 
situation in most of the mining areas, 
and fairly adequate supply of other 
critical inputs for the industry, includ¬ 
ing explosives. The break-up of produc¬ 


tion as between the old mines and the 
new ones opened last year, of course, is 
not available immediately. It, therefore, 
is difficult to say how much production 
has been wrested from the newly deve¬ 
loped mines. 

The output during the current financial 
year is envisaged to be stepped up to 121 
million tonnes, of which coking coal will 
account for 26.9 million tonnes. Coal 
field-wise break-up of this target is given 
in I’able II. The increased target, though 
welcome, is a very conservative one, for 
the Coal Working Group of the Planning 
Commission, on the basis of whose report 
the 165 million tonnes production target 
for the terminal year of the current Sixth 
Plan has been fixed, had estimated the 
requirements to go up to 135.86 million 
tonnes this year and to 144.5 million 
tonnes next year. 

Taking these requirements into considera¬ 
tion, it had suggested that the output in 
1981-82 should be raised to 142 million 
tonnes and in 1982-83 to 150.07 million 
tonnes. Apparently, the working group 


TAmii 1 

Coal Production in 1980-81 

(In million tonnes) 


Company 

Production 
in 1979-80 

Production in 1980-81 

Target Actual Percentage 

Percentage 
varitation 
from 1979-80 
production 

F.CL 

20.5 

22.5 

22.7 

+0.9 

+ 10.7 

BCCL 

20.1 

21.0 

21.4 

+ 1.9 

+ 6.5 

CCL 

24,2 

26.4 

27.5 

+ 3.8 

+ 13.2 

WCL 

26.1 

28.5 

28.6 

+ 1.1 

+ 10.3 

NEC 

0.6 

0.6 

0.6 

— 

+ 8.9 

CIL 

91.5 

99.0 

100.9 

+ 1.9 

+ 10.4 

SCCL 

9.4 

11.5 

10.1 

-12.2 

+ 7.4 

TISCO 

2.1 

2.3 

2.2 

- 4,3 

+ 4.0 

IISCO 

0.9 

0.6 

0.7 

+ 0.7 

22.2 

DVC 

0.1 

0.1 

0.1 

— 

✓ 


104.0 

U3.5 

114.0 

+ 0.4 

+ 9.6 
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had taken into account the proposed deve¬ 
lopment programme in suggesting these 
M targets. The target set for the current 
year, thus, indicates that either the imple¬ 
mentation of developmental programmes 
has been lagging behind or on current 
reckoning the requirement are not grow¬ 
ing as rapidly as assumed earlier. This 
year’s production plan, of course, assu¬ 
mes that the 18.5 million tonnes stock at 
the pitheads would be drawn down at 
least to sonic extent to make up for the 
shortfall in production vis-a-vis demand, 
^ even though the target maybe achieved. 

! The build-up of production has to be 
acclerated beyond the target set for this 
year if the 1984-85 projected level of out¬ 
put is not to be missed. 

Streamlining of railway operations in 
the recent months, indeed, has led to sub¬ 
stantially increased movement of coal by 
this mode of transport. But it needs to be 
stressed that much more remains to be 
done in this respect to cater for the requi¬ 
rements of the distant consumers and also 
to reduce transportation of coal by road 
^ which is a costlier proposition. Despatches 
byroad went up sharply from 17.5 million 
tonnes in 1977-78 to 25.3 million tonnes 
in 1979-80 although there was only a 
minor variation in production in these 
years. In the interest of containing 
industrial costs as well as the mounting 
oil import bill, it is imperative that the 

Taijle II 

Coalfield-wise Production Targets for 
1981 82 


Company 

Production target in m.t. 

r 

Coking 

Non-Coking 

Total 

ECL 

0.9 

23.3 

24.2 

BCCL 

J 3.5 

8.5 

22.0 

CCL 

9.0 

20.0 

29.0 

WCL 

0.4 

29.9 

30.3 

NEC 

— 

0.7 

0.7 

CIL 

23.8 

82.4 

106.2 

TISCO 

2.5 

— 

2.5 

IISCO 

0.6 

— 

0.6 

DVC 


0.2 

0.2 

SCCL 

1 

—- 

11.5 

11.5 

Total 

26.9 

94.1 

121.0 


share of railways in coal movement be 
increased substantially. Since the coal 
situation, except for hard coke, in the case 
of which difficulties still persist, has eased 
Coal India should as well bestow greater 
attention on quality which has suffered 
because of inadequate picking up of shale 
and boulders from the coal mined. 


Making A Success 
of Joint Ventures 


The idea of promoting joint ventures 
abroad is one that holds considerable 
appeal to both Government and industry. 
The Government has come to recognise 
joint ventures as an important instrument 
for earning foreign exchange through 
export of capital goods,, profits, royalties 
and technical fees and facilitating coope¬ 
ration with other developing countries. 
For industry the prospects of expansion 
through market development, increased 
profits from sheltered market and the 
idea of securing a measure of insulation 
from political and economic uncertainties 
at home all g<^ to make the joint venture 
concept attractive. Indian collaborations 
involving labour intensive technology is 
seen by many developing countries in 
Asia and Africa as more relevant to their 
needs than that of western countries. 

While there is thus a convergence of 
interests so far as joint ventures are con¬ 
cerned, the track record of the ventures 
promoted so far shows that much needs 
to be done before joint ventures can make 
any credible impact. A recent seminar, 
organised in Bombay by the Management 
Development Institute, Delhi, and the 
Bank of Boroda, helped to focus atten¬ 
tion on some of the problems of joint 
ventures. The statistics trotted out by 
Mr N.N. Pai,Chairman of IDBI, were far 
from reassuring. Of 399 proposals approv¬ 
ed so far, as many as 195 have been 
given up before implementation or aban¬ 
doned at a later stage, 117 are reported 
to be in production (investment: Rs 35.7 
crorcs), 87 are in various stages of imple¬ 
mentation (invc,stment Rs 56.94 crores). 
(Perhaps the only heartening feature is 


that the mortality rate has gone down iQ. 
recent years: in the four-year period 
1976-79, nearly 83 per cent of joint veur 
turcs were successful ) The returns have 
been equally disappointing. Total earn¬ 
ings repatriated as on March 31, 1980 
amounted to only Rs 14.40 crores, inclu¬ 
sive of dividends of Rs 3.61 crorc.s, while 
additional exports generated on account 
of joint ventures amounted to a meagre 
Rs 86 crores. We must derive such com¬ 
fort as we can from the fiict that both 
remittance and export have shown a rising 
trend in recent years. 

Why have joint ventures failed to click? 
One reason is the failure on the part of 
the promoters to do their homework pro¬ 
perly in the form of market surveys and 
feasibility studies and choice of collabo¬ 
rators. But a more fundamental reason 
which Mr Pai did well to emphasise, is 
that the size and scale of operations of 
the majority of the units now in opera¬ 
tion is small. The average size in the form 


T.T. Vijayaraghavan writes 
from Bombay 


of equity capital employed is only Rs 103 
lakhs and as many as 64 units (55% of 
the total) have an equity base of Rs 30 
lakhs or less. Where the market is small, 
the lower volume of operations is suitable 
because it confers a comparative cost 
advantage. But in countries which want 
high volume, high quality and low cost 
technology for promoting exports at the 
global market the low volume technology 
is clearly unsuited, rendering the project 
unviable. It is, however, heartening to 
note amongst the units under implementa¬ 
tion, 39 per cen! will have equity share 
capital of more than Rs 100 lakhs each 
and that there is now a healthy trend 
towards the setting up ol' large, presti¬ 
gious, well-planned projects which have 
the potential to yield belter returns. 

The low equity base has other impli¬ 
cations which Mr Pai dii not spell out. 
It increases the debt contents of the pro¬ 
ject which often leads to crippling interest 
burdens. Second, the small investments 
make for a low market share which ira- 
raediatcly puts the venture at a serious 
disadvantage vis-a-vis its competitors. A 
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■turd important reason for the failure of 
M^int venture is that they were predicated 
ton assumptions of high tariff protection, 
mn a situation the protection was lowered 
»vcr marginally, the viability of the pro¬ 
jects was jeopardised. 

% Fortunately all these advance factors 
^ave not dampened the urge to seek 
wesh pastures. For the reason mention- 
pd earlier, the joint venture concept will 
l^ve its attractions. But making a success 
|of joint ventures will call for more care- 
^1 planning, greater commitment of re- 
Isources and a higher quality of manageri- 
||al expertise. We also need to increase 
I the infrastructural support to investors. 

host of tax reliefs and concessional 
|financc arc already available. These need 
I ;:to be supplemented by comprehensive 
i ^information about the host country— 
; ‘labout the country’s industrial policy, 
•ftariflF rates, exchange control regulations, 
; ^.fiscal incentives etc. Then as Mr R C. 
.^Shah, Chairman of the Bank of Baroda, 

; 'suggested, it would be useful to enter 
I'j-into bilateral taxation agreements with 
, the host country. Finally the setting up 
' bf the Exira Rank can be expected to pro- 
; vide a boost to the financing of such 
^ventures. 


f Moscow Woos the 
Private Sector 

W"" - - 

:VIliiSSlA HAS lately shown a keen intcre.st 
: dn promoting trade with India through 
^ the private sector. Recently, a dele¬ 
gation, sponsored by the USSR Cham- 
|;bcr of Commerce & Industry, visited 
^ Indja and held seminars in Bombay, 
Calcutta and elsewhere, at which discus- 
aions took place about the possibilities of 
' developing trade and industrial collabora- 
, tion in various fields. It is interesting to 
; note that Russia is now coming closer 
to the private sector in India. Rut docs 
it in any way indicate Moscow’s disil¬ 
lusionment with the public sector agen¬ 
cies in our country ? 

The seminars served a useful purpose 
by highlighting the progress made by 
• both the countries in developing trade 


between them and also in identifying the 
opportunities that lay ahead. Indo- 
Soviet trade has more than doubled bet¬ 
ween 197S and 1980 and it is expected 
to develop faster in the next few years. 
However, India’s share in the import 
trade of Russia continues to be negligible, 
being less than 2 per cent. Moreover, 
Russia’s imports from India are still 
dominated by traditional items although 
some progress has been made in the ex¬ 
port of engineering goods and other non- 
traditional items. 

In the context of the discussions in 
these seminars, it remains to be seen to 


R. J. Venkateswaran 
writes from Calcutta 


what extent both the countries will take 
effective and systematic measures to pro¬ 
mote trade. A major handicap has been 
the absence of regular and reliable infor¬ 
mation about the economy of Russia and 
the manner in which its foreign trade is 
being conducted. There arc about 140 
foreign trade organisations in that country 
but Indian businessmen do not have a 
clear idea of the set-up of these organisa¬ 
tions, the commodities handled by them, 
their method of functioning, and the 
procedures to be followed in dealing with 
them. Indian businessmen arc also not 
aware about the nature of the competi¬ 
tion that they have to face in Russia 
from other countries. They arc not given 
adequate facilitic.s to open offices in 
Russia and to conduct market surveys. 
There are also other problems which have 
to be tackled in order to ensure the rapid 
growth of Indo-Russian trade. 

At the seminar held in Calcutta on 
April 8, a question was asked whether the 
Russian Government would permit the 
Indian tea industry to publicise its pro¬ 
ducts. The delegation replied that since 
Indian lea was already quite popular in 
Russia, it might not be necessary to 
undertake a promotional campaign. But 
this reply was not convincing. Although 
Indian tea may be well established at 
present, it is important for the industry to 
know what is going to be the trend in 
consumption in the coming years and 
to what extent it has to face competition 


from other tea producing countries. More¬ 
over, apart from bulk tea, India is keen 
to promote the export of value added ' 
items like tea bags, instant tea and 
packet tea. So, unless the industry is 
given opportunities to publicise its pro¬ 
ducts in Russia, it may be difficult to get 
a larger share of Russian tea imports. 

The Federation of Indian Chambers of 
Commerce and Industry and the USSR 
Chamber of Commerce and Industry have 
entered into an agreement with each other 
to develop trade and economic coopera¬ 
tion between the two countries. This, 
was signed in 1977 but since then what 
concrete steps have been taken by the two 
organisations to achieve the objectives 
mentioned in the agreement ? The USSR 
Chamber is a much bigger organisation 
than the FICCI and it performs more 
functions and undertakes more responsi¬ 
bilities. The Chamber has 8000 inspec¬ 
tors and it is stated that they have 
acquired “a widespread and growing 
reputation for their competence and 
impartiality among the world’s most 
exacting clients”. Therefore, close co¬ 
operation between the USSR Chamber 
and the business organisations in India at 
the national and the regional level should 
prove helpful in strengthening and ex¬ 
panding the economic relations between 
the two countries. 


Good Showing in 
Agriculture 


Foodgrains production, after plumbing 
the depths in 1979-80, has gone back to 
the respectable levels achieved in 1978-79. 
The 1980-81 figure is expected to be 133 
million tonnes which is a million tonnes 
more than the previous best but three 
million tonnes less than what had been 
hoped for. The increase over 1979-80 is 
thus 24 per cent (but that only if one un¬ 
critically accepts the 109 million tonne 
figure). 

The less-than-excellent monsoon last 
year, and a little help from Government' 
did the trick. Kharif production touched 
an all-time high of 19.5 million tonnes for 
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the 1980-81 season. This represents an 
increase of ]6 million tonnes over 1979-80 
and one million tonnes over 1978-79. 
This is good news indeed, because the 
weather conditions in 1980-81 were 
nowhere near being as good as in 1978-79. 

Rice deserves an extra pat on the 
back. In 1979-80 production had dived 
down to 42.2 million tonnes from 53.8 
million tonnes. During 1980-81» the com¬ 
bined kharif and summer crop is likely to 
exceed 56 million tonnes. This produc¬ 
tion level, if realised, would be 2 million 
tonnes more than the previous best of 
' 1978-79. 

During the rabi season of 1980-81, soil 
moisture conditions for crops in most of 
the northern States, particularly Punjab, 
Haryana, Uttar Pradesh, Bihar and 
West Bengal were quite favourable. 
However, certain areas like Rajasthan, 
Madhya Pradesh, Gujarat, Orissa, 
Maharashtra and parts of Andhra Pradesh 
were affected by drought conditions. 
Even so, it is indicative of the strength of 
the country’s agricultural economy that 
' foodgrains production during the rabi 
season 1980-81 may touch the level of 
nearly 54 million tonnes. Thus, on pre¬ 
sent indications, the country will harvest 
a record foodgrains production of 133 
million tonnes during 1980-81 which will 
be higher by as much as 24 million tonnes 
than the foodgrains production in the 
previous year. This will exceed by about 
a million tonnes even the previous record 
level of 1978-79. 

Commercial Crops 

Commercial crops have also registered 
r significant advances during 1980-81. 
Sugarcane is expected to recover to 154 
million tonnes, showing an increase of 
about 26 million tonnes over the produc¬ 
tion in 1979-80. As a result of the inten¬ 
sification of efforts and extension of the 
coverage of the Centrally sponsored pro¬ 
grammes for the development of oilseeds, 
cotton and jute, the production of these 
crops has received a fillip. In the case of 
oilseeds, although the major oilseed crop, 
namely, groundnut suffered a set-back 
due to drought in parts of Andhra 
Pradesh, Gujarat and Karnataka, the pro¬ 
duction of all oilseeds is expected to be 
substantially higher at about 102.5 lakh 


tonnes during 1980-81 as compared to the 
previous year’s production of 88.5 lakh 
tonnes. Cotton production is estimated 
to be around 79-80 lakh bales as against 
77 lakh bales in 1979-80. Similarly, the 
jute and mesta production during 1980-81 
has reached a record level of 83 lakh 
bales as against 80.3 lakh bales in the pre¬ 
vious year. 

Compared to the production of 1979-80 
the overall agricultural production during 
1980-81 is expected to register an increase 
of over 18 per cent. Since 1979-80 wit¬ 
nessed an unprecedented drought, it is 
also necessary to make a comparison with 
the trend estimates for 1979-80. In other 
words, if production in 1979-80 is assum¬ 
ed as if it had been a normal year, the 
year 1980-81 will still record an increase 
of about 4 per cent over the previous 
year. 


Madras Refineries’ 
Expansion 


The long talked about expansion of the 
public sector Madras Refineries Limited 
had been cleared. MRL signed an 
agreement with Engineers India Limited 
on April 9 entrusting it with the 
task of engineering and construction of 
the refinery expansion and paraffin wax 
projects. Madras Refineries was set up 
in the mid-Sixties: work on the refinery 
commenced in 1965-66 and it was com¬ 
missioned in 1969. The process package 
was prepared by Bechtel Corporation of 
USA; engineering equi pment, procurement 
and construction were undertaken on a 
turn-key basis by Snam Progetti of Italy. 
Engineers India Limited entered the 
refinery construction field in a modest 
way by taking care of off-site facilities of 
MRL. Initial capacity of the refineries 
was 2.5 m.t. Subsequently modifications 
were carried out to increase the capacity to 
2.8 m.t. per annum. 

There was keen competition to colla¬ 
borate with the Government of India in 
the setting up of this refinery. AMOCO 
Inc. of USA and the National Iranian 
Oil Company of Iran, each have a share 


' 'tr 

of 13 per cent in the ^uity of the neflno^ 
ries with the Government of India ac** 
counting for the balance. 

For the year ended 1980-81 the provi-: 
sional working results indicate a turnover, 
of Rs 605 crores with an estimated profit 
b?fore tax of Rs 5.12 crores. The profit 
as percentage of net worth is estimated at 
18 per cent. 

The expansion just cleared is intended 
to double the capacity of the refinery from 


S. Viswanathan 
writes from Madras 


the existing 2.8 m.t. to 5.6 m.t. per annum* 
In addition a secondary processing facility 
will be installed for increasing the pro¬ 
duction of LPG, gasoline and high-speed 
diesel oil through a fluidised catalysl 
cracking unit (FCCU). The new refiner) 
facilities are also designed to handle f 
wider range of crude. 

The expansion (except for the FOC 
unit) has been designed by Engineer! 
India Limited. Universal Oil Products 
USA, will supply the process package fo 
the FCC process and FIL will carry ou 
detailed engineering of this unit also. 

The expansion project is estimated t< 
cost approximately Rs 55 crores at earl; 
1979 prices. The break-up is roughly 
equipment Rs 31 crores; licence fees 
engineering and construction Rs t 
crores; and licensing and managemefi 
Rs 10 crores. Of course, the cost escala 
tion suffered since is expected to resul 
in an increase in cost estimates by abou 
50 per cent. 

Madras Refineries will thus contribut 
to a good share of the expansion plannei 
for refining capacity during the Sixll 
Plan. During this period total refiniil, 
capacity in the country is expected to b 
increased from 30 m.t. to 44 6 m.t. Mathui 
Refineries, ready for commissioning wC 
contribute 7 m.t.; Bharat Petroleum Col 
poration’s unit at Bombay will add 1; 
m.t. Visakbapatnam unit of Hindusta; 
Petroleum Corporation will add 3m.t. an* 
Madras Refineries 2.8 m.t. Thus, at tfi 
end of the Plan refining capacity is ei 
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pected to match demand estimated at 
around 45 m.t. 

A diversification that has also been 
cleared for MRL is for the production of 
paraffin wax, for a capacity 20,000 tonnes. 
Presently, Assam Oil Company’s refinery 
at Digboi is the only producer of para¬ 
ffin wax to a capacity of 40,000 tonnes. 
In 1977 consumption of paraffin wax was 
in the region of 52,500 tonnes, thus 
resulting in import of over 12,000 
tonnes. 

Rising Dsmand 

The setting up a wax plant by Madras 
Refineries has been talked about for well 
over six years. But the increase in demand 
from a variety of user industries in the 
last three years has contributed to the 
Government taking a final decision on 
this project. Major user industries of 
wax include candles, paper coating, 
tarpujilins, chlorinated paraffin wax, match, 
chemicals, rubber, explosives, hard board 
and polishes. Demand for 1983-84 is 
estimated at 72,260 tonnes. With the 
concentration of the safety matches 
industry in the South as also paper coat¬ 
ing required by food and confectionery 
industries, hard board and chip board 
and detergents, the bulk of production of 
the Madras Refinciics is expected to be 
consumed in the southern region. The 
capital cost of the project at 1980 prices 
is estimated around Rs 15 crorcs. The 
technology for this process has been 
obtained from Union Oil Company of 
I'SA and the process design has been 
done by Foster Wheeler Energy Corpo¬ 
ration of USX. Enginee.s India has 
undertaken the detailed engineering, pro¬ 
curement of equipment and construction 
on a turn*key basis. The plant is expected 
to be commissioned in the first quarter of 
198?. 

Thus for MRl/s Chairman, Mr A.J.A. 
Tauro, and his team the clearance of these 
two projects should be a gratifying ex¬ 
perience. But considering the polent a!. 
this could only be termed as a modest 
bcginn'ng. A naphtha cracker and deve¬ 
lopment of downstream unit for petro¬ 
chemicals have been discussed for well 
over a decade for the Manali complex 
in Madras. The availability of crude 
and gas off Gujarat and Bombay has 
contributed to the setting up of a variety 


of petrochemical units in these States. In 
fact, bulk of the expansion in the petro¬ 
chemicals field contemplated for the 
Sixth Plan is again likely to be concen¬ 
trated in these two States through locating 
large petrochemical complexes in 
Maharashtra (at an estimated cost of 
Rs 620 crores) and Gujarat (Rs 380 
crores). West Bengal seems to have 
succeeded in staking its claim for a petro¬ 
chemicals complex in Haldia at an 
estimated cost of Rs 428 crores. The 
inane political leadership of Tamil Nadu 
under the DM K and the AIADMK. has 
not realised the potential for the flourish¬ 
ing of downstream units by getting a 
naphtha cracker set up at Manali. 

The expansion of facilities can give the 
scope for recovery of propylene which 
could be used for the manufacture of the 
basic raw material for detergents viz.. 
Linear Alkyl Benzene and also for a wide 
range of plastics. MRL had submitted 
feasibility reports on the LAB project as 
early as 1978-79. The rich experience 
Mr Tauro brings through his association 
with the large petrochemical complex of 
IPCL as its Finance Director, should 
give the ncce.s.sary impetus to get the 
clearance for some of these projects which 
have exciting possibilities for growth. 

For Engineers India the return to 
Madras should revive nostalgic memories. 
As described by Mr Tauro, ElL cut its 
baby teeth at Manali with its first ex¬ 
perience in petroleum industry. Its 
subsequent handling of large refinery 
projects at Haldia, Baroda and Mathura 


and the rich diversification into peq 
chemicals by the excellent work don^'; 
it at IPCL and further diversification 
facilities through setting up large projci 
based on fuel oil at Bhatinda, Pai^ 
and Barooch and the most recent dive/ 
fication into aluminium at the Oris 
complex, has made EIL one of the largii 
such engineering and consultancy orgai 
sations in the world. 

ElL's chairman, Mr K.V. Raghava 
mentioned in his speech that his diversifi 
consultancy organisation had interei 
ranging from petrochemicals, aluminiui 
paper, cement, non-ferrous metals, ui 
nium...By the end of the year 
will have 3500 engineers on its rolls. ^ 
terms of manhours EIL has capacity i 
5.5 million technical manhours {; 
annum which makes it one of the fii 
ten such organisations in the world. E 
hand less Rs 1000 crores worth of projo 
in a year. Its own turnover is aroU 
Rs 30 crores and it makes a profit 
around Rs 4.5 crorcs. A matter of d 
appointment for the southern region 
that in total purchases of EIL of arou 
Rs 500 crorcs worth of equipment it 
year, the southern region accounts J 
just Rs 50 crorcs. In the last three ya 
FIL had taken up a number of conal 
tancy and engineering assignments 
Iran, Algeria. ..It is interesting to gad 
that these operations arc also 
profitable. Mr Raghavan referred to 1 
breakthrough EIL expects to achieve 
the matter of developing its own proc 
package for fcrtilizxjrs. 


EASTERN ECONOMIST 

Subscription Rates 

Single Copy : Rs. 3/- 

Annual : Inland Rs. 150/- 
Foreign $ 40 £ 20 

Regd. Office : 

UCO Bank Building 
P. Box No. 34, 

Parliament Street, 

New Delhi-110001 


1011 


APJtlL 17, 191 







*indow on the World 


V. R. Bhatt 

London 


|Mrs Thatcher’s 

Economic ‘Obsession’ 


T 

jAime Minister Mrs Margaret Thatcher 
Britain, who goes as an honoured 
I i0st of India this week and will have 
[important talks on Indo-British relations 
^^icularly the Nationality Bill in the 
Qpuse of Commons which affects the 
^4tus of many Indians legally settled 
jifjrc) has emerged in the West as the most 
jj^dicated—and even fanatical—exponent 
a rigid monetarist policy as a cure-all 
[s^dy for economic strains and imba- 
Ijljaces which afflict most of the world 

ujday- 

nibideed so convincing is her faith in 
h^ efflcacy of the theory that drastic 
Its in State expenditure, the strict control 
the money supply and free scope for 
^e4rket forces will bring inflation under 
bmanent control and generate an auto- 
"latic recovery, that she has dismissed 

K 'th scorn criticisms and appeals for 
ange by practically every segment of 

I ritish opinion the private sector, the 
Itire political opposition, the leading 
lonomists of the country, the trade 
prions and reportedly a majority of the 
^lembcrs of her own Cabinet. 

K] 

iniTo take such a stand when the private 
tlitor, the main creator of wealth, has come 
gipder severe pressure from her policies 
bid unemployment is projected to rise 
Iiiove 3,000,000 by the Government’s own 
ejanpower Commission, marks her as the 
sijost courageous or the most obsessed 
dJader of a democracy today. Courageous 
til she proves right, and blazes an econo- 
niic trail for others to follow, and obses- 
t<id if her faith in monetarism as the sole 
ibnacca of economic ills drives Britain 
li>wn the path of self-inflicted decline, 
ctiough her overall majority in the Com- 
jons makes her position secure, there is 
saying how her own Conservative 
will react to popular anger and 
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frustration at the damage being caused by 
doctrinaire obsession. 

The weight of informed, academic and 
expert opinion in the country is against 
her policies succeeding in the near future 
before it undermine the economic base. 
The most interesting manifestation of 
this is the unprecedented step by leading 
economists of British universities in 
issuing a signed statement condemning 
her Government’s economic strategy and 
demanding an urgent consideration of 
alternatives. 

The statement signed by 364 university 
economists who include 76 professors 
from 36 universities was sent to Mrs 
Thatcher and her Chancellor of the 
Exchequer, Sir Geoffrey Howe, on March 
2.3 and released publicly a week later. 
What provoked it was the Chancel¬ 
lor’s savage deflationary budget at a time 
of the deepest recession since the war and 
the concern that their profession was being 
given a bad name by what they consider¬ 
ed to be a misguided and simplistic 
application of the monetarist theory. 

The signatories represent a majority of 
economic opinion in Britain from universi¬ 
ties including Cambridge, Oxford, London 
and the prestigious London School of 
Economics. The Royal Economic Society 
has backed it by the signatures of its 
President, nine Vice-Presidents and the 
Secretary G:neral. The roll call of signa¬ 
tures include Nobel Prize winner Mr James 
Meade of Cambridge, Sir Alec Cairncross 
and Lord Robcrthall of Oxford, Sir Brian 
Hopkins of Cardiff University, Sir Fred 
Atkinson and Lord Kahn who represent 
a majority of Chief Economic Advisers of 
po.st-war British Governments, Conser¬ 
vative and Labour and Lord Kaldor and 
Lord Balogh who advi.sed the last two 
Labour Governments. The signatories 
from major universities are Cambridge 54, 
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London 47 including 11 from the London 
School of Economics and Oxford 13. i' 

It is interesting that almost all the well 
known Indian economists in British 
universities are signatories. They are 3 
from Cambridge, 3 from Oxford including 
Prof. A.K. Sen, 2 from London including 
Prof P. Dasgupta of the LSE and one 
each from universities of Bath, Leicester, 
Sussex, East Anglia and the Cily Univer¬ 
sity of London. 

Theii economic statement makes four 
points: 

1. There is no basis in economic theo¬ 
ry or supporting evidence for the Govern¬ 
ment’s belief that by deflating demand 
they will bring inflation permanently under 
control and thereby induce an automatic 
recovery in output and employment; 

2. Present policies will deepen the 
depression, erode the industrial base of 
our economy and threaten its social and 
political stability; 

3. There arc alternative policies; and 

4. The time has come to reject mcne- 
tarist policies and consider urgently which 
alternative offers the best hope of sustain¬ 
ed economic recovery. 

(An example of the damage caused by 
the Thatcher concept of monetarism 
according to economists and others is 
the use of the massive revenues from 
North Sea oil to pay benefits to the 
unemployed, a large number of whom 
have lost their jobs from Government 
policies, leaving hardly anything to 
invest in productive ways.) 

Mrs Thatcher’s response to this formi¬ 
dable challenge by the economic “Estab¬ 
lishment” is typical of her style. “I really 
rather thought”, she said in the Commons 
that those 364 did themselves more damage 
than anyone else.” This is more menacing 
a reaction than appears on the surface as 
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her Oovernment has made big cuts in 
university education and the Daily Tele- 
graph's (Mrs Thatcher’s champion) Politi¬ 
cal Correspondent hints “she is more likely 
to conclude that the academics’ criticism 
shows that there is something wrong with 
British universities and the way in which 
economics are taught.” She has rejected 
out of hand all earlier questioning of her 
monetarist policy because in her view 
there is no other coherent policy. Her 
scornful description of members of her 
Cabinet who dare to question her policy 
is that they are "wets” one of whom St. 
John Stevas, the leader of the House was 
sacked for voicing doubts about moneta¬ 
rism in public. Other wets identified by the 
press include Lord Carrington, Foreign 
Secretary: his Minister of State Sir John 
Gilmour; Jim Prior, Minister of Employ¬ 
ment; Peter Walker, Agriculture; and 
William Whitelaw Home Secretary and 
Deputy Leader. 

Reflection of Press 

Press reaction indicates that the acade¬ 
mics’ statement has increased doubts and 
misgivings about her policy. The Times, 
which has broadly supported the Thatcher 
line says that the time has come to recog¬ 
nise that little more benefit is to be gained 
by further squeezing the system while 
much industrial and social damage is now 
in prospect. The Guardian reiterates that 
the present policies can only deepen the 
recession and erode the industrial base of 
the country as monetarism stands "con¬ 
victed by the evidence of the last two 
years.” The pro-Labour Daily Mirror says 
that if Mrs Thatcher is right, then 364 of 
"our leading economists arc wrong, so 
f are the Confedration of British Industry 
(CBl), the TUC, The Labour, Liberal and 
the Social Democratic Parties and half the 
Cabinet.” 

One of the recent developments which 
may have made Mrs Thatcher believe hei 
policies were succeeding has been the 
gradual fall in the inflation rate (which 
now stands at 13%) and signs of recovery 
which has boosted equity prices on the 
Stock Exchanges. But the CBL the chief 
organisation of the private sector, has 
challenged the Government forecasts that 
< the recession is bottoming out. On the same 
day as the 364 statement, the CBl publi¬ 
shed a survey based on data from 2,000 


major manufacturers which said that the 
projected revival was "a false dawn”. The 
deflationary budget would in its view 
depress demand and output further and 
"has damaged business confidence”. It 
says that the manufacturiug output down 
17 per cent last year will be down 20 per 
cent next year. It predicts unemployment 
reaching 3,250,000 from the current 
250,000 next year. 

Mr G. Richardson, the Governor of the 
Bank of England (Britain’s Reserve Bank) 
indicated in his speech to the House of 
Commons Treasury Committee that he 
does not share the optimism of the 
Chancellor of the Exchequer that the 
recession would reach bottom in the first 
half of this year. It was impos.sible to pre¬ 
dict, he said, just when the economy would 
turn and that when recovery comes it will 
be weak. 

Recent opinion polls reflect the grow¬ 
ing unpopularity of the Conservative 
Party. The latest Gallup Poll (commission¬ 
ed by Daily Telegraph) recorded that 
offered the option of voting for the newly 
formed Demacratic Socialist Party 36 per 
cent of the electorate would choose it 
against 25-1/2 per cent for Conservatives 
and 24-1 /2 for Labour. The Social Demo¬ 
crats are a breakaway group from the 
Labour Party who formed a separate 
party last week and are negotiating on 
electoral alliance with the Liberals who 
recorded 12 per cent of the Gallup poll. 
Their popularity is a sign of the disen¬ 
chantment of the voters with the two nuiin 
parties which have alternated in ruling the 
country and an ominous warning to Mrs 
Thatcher’s Government and Party. 


South Korea Woos 
Foreigners 

FoREiG’^nRS wn.i. be allowed to buy local 
securities in Korea indirectly (and gra¬ 
dually) beginning this year. However, 
the Government will not permit foreigners 
to make direct investments in the stock 
market. The measure is to prevent 
foreign investors from monopolising the 
capital market or controlling the manage¬ 
ment of local companies. 

In the second phase, foreigners will be 
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Double Digit Inflation 
in 1981 


Only a handful of Asian <ai| 
Pacific countries will be successful H 
keeping their respective inflation 
rates below the double-digit level 
(his year. For the majority, specially 
the oil-importing developing nations^ 
the problem is how to prevent aU 
ready high inflation rates from soar^ 
ing further. 

Countries of the region projected 
to suffer wore torment from inflation 
include Australia, Bangladesh, HongT 
kong, Indonesia, Republic of Korea^ 
New Zealand^ the Philippines am 
Sri Lanka. 


A survey conducted in January by 
Business Asia showed that only fivt 
nations in the region can expect ti 
experience tolerable inflationary 
rates during the year. They at* 
Burma, India, Japan, Malaysia ant 
Singapore which were able to ke^ 
increase in their consumer pric 
index below 10 per cent last year. 


allowed to directly purchase limited pC 
tions of stocks around 1985. During t 
latter half of the 1980s, the Governme 
will encourage foreigners to make fd 
fledged investment in local securities, ai 
domestic stocks will be issued overset 
The last stage calls for complete openi 
of the 1990s to allow foreigners to ren 
their stock profits. The present Fore% 
Exchange Control Law prohibits forei 
ners from sending abroad their prof 
from stock investment. 

In preparation for the projected inti 
national investment and trust the Govet 
ment has two options. The first is to mal 
domestic investment and trust company 
issue beneficiary stocks to sell thil 
through foreign intermediary agent 
foreigners only. The second is to eal 
hlish a fund, titled Korea fund, in forei, 
•countries to sell beneficiary stocks to 1 
reign investors, residing overseas, thro^ 
the fund. 

The Korea Fund will be set up in jo; 
ventures with foreign companies in Jape 
Hongkong, the United States and oti 
foreign countries. The Government a 
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the Nomura Securities Co of 
ncwsl^P®^ month to establish its branch 
Seoul. The Daihan Investment and 
ftust Co has already awarded a contract 
I) the Japanese company to sell beneficial 
|"pcks for exclusive use by foreigners. 

The plan to i>erjnil foreign investors to 
ly domestic stocks in limited volume 
designed to reduce the impact of 

E tign capital inflow and to prevent pos- 
le incursions of foreign investment in 
joznestic economic power. The plan is 
jbnsidered to be of vital importance, as 
l^orea must cope with the world trend 
f internationalisation in diverse economic 
ctivities. 


Power in Pakistan 


QUALITY of life in Pakistan is not to 
'Ittdcrgo a relative decline vis-a-vis the 
developed world, it is estimated that 
he country should possess 30,000 MW 
V electrical power installed capacity at 
ac close of I he century. I'oday WAPl )A 
'as a capacity of producing 2692 MW; 
:ESC 573 MW and KANUPP 137 
4.W which makes the total no more 
faan 3,500 MW. That is the bare mini- 
,ium required to meet the demands of 
ising expectations. 

Speculating on such vital issues as 
lectrical power, 20 years hence, can 
u bit hazardous in this fasl-changing, 
|ftprcdiclablc world. Nevertheless, one 
lannot but draw such extrapolative 
graphs. I'or, social upheavals are plugged, 
jp some extent, if one can anticipate the 
|^)inpclling demands and plan to meet 
Ihein in fields like elcdiical power which 
Ore a fair index of the quality of life, 
S>rod activity, etc. 

c Coal being of poor quality in Pakistan, 
tiot fit for power generation, and gas 
i^ot in plenty and to be preserved for 
tnorc valuable purposes than burning it 
ibr power generation, the options left 
hre two. Only hydro power and nuclear 
C)ower qualif) to fit in the grooves. Oil, 
>f course, has eluded Pakistan so far, 
h In the Sixties and up to the mid- 
ttevcnlics, nuclear power was thought 
.0 be the panacea over the horizon, for 
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Pakistan, as far as the expanding future 
power requirements were concerned. But 
then in the Eighties, one feels a bit dis¬ 
illusioned on that account. The grim 
reality of the situation is that after 
KANUPP, that was built in the late 
Sixties, nothing much has happened in 
the nuclear power production sector. 
Not to mention other future nuclear 
power projects planned, even the pro¬ 
posed 600-MW Chashma nuclear power 
project in the north, that seemed to 
have got the green signal, is almost in 
cold storage due to variou; reasons, 
mostly financial. It is highly capital in¬ 
tensive, as is the case with nuclear power 
plants, and thus has turned elusive. 

In this context of uncertainty of nuclear 
power production, Pakistan should not 
fail to explore its hydro potential. 
Circumstances may turn out to 
be such that only hydro power may 
graduate to a position to take the main 
burden of the rising demand of electrical 
power. 

Estimates ofhydro potential in Pakistan 
vary anywhere from 10,000 to 30,000 
MW. Detailed investigations of the 
probable sites have not been done, having 
been undertaken only now. Nor has 
any relevant hydrological data been com¬ 
piled over long periods. So, a safer 
bet is to grade the hydro potential as the 
mean of the two figures. It thus comes 
to 20,000 MW. 

Economical Use 

But all of the available hydro potential 
is never economically feasible. Most 
of the sites lie in the north, in difficult 
terrain, far from the load centres. Gene¬ 
rally, 40 per cent of such a potential is 
taken to he economically exploitable. 
That makes the figure of 8,000 MW 
only. 

Pakistan may have to increase that 
percentage quite a bit as well as unearth 
more sites in view of the rather bleak 
picture on other energy fronts. 

The total hydro power generation 
capacity in the country at present is 
only 1567 MW (plus the village level 
micio hydel plants of 1 to 15 MW capa¬ 
city recently introduced by ATDO— 
Appropriate Technology Development 
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add up to only tens of Kilowatts). 

The major hydel stations at present 

are producing electrical power as follows: 

Tarbela 700 MW 

Mangla 600 MW 

Warsak J60 MW 


Total*: 


1460 MW 


That, however, is a deceptive figure, 
in a way, as that is far less than the actual’ 
potential of these projects. What js in 
the offing is many fold more ? One 
could perhaps talk of getting four times 
the presently installed capacity of these 
sources if Kalabagh dam potential is 
added to them: 

Tarbela 
Mangla 
Warsak 
Kalabagh 

(feasibility studies on) 


3,500 MW 
1,000 MW 
160 MW 
•1,600 MW 


Tuta l : 


6.260 MW 


That much of mega wattage should 
be realisable not in the Eighties but by 
1994-95. 

Eyebrows may be raised over the 
figures indicated for Tarbela particularly, 
and may be, even for the proposed 
Kalabagh dam. J'or, Tarbela was origi¬ 
nally designed for an installed capacity 
of 2,100 MW only. Hence that figure 
revolves in the minds of many. 

Increasing cost of fossil fuels, and 
other factors in the energy situation, 
however, have compelled the concerned 
agencies to plan to maximise the power 
output from Tarbela. Also because in¬ 
vestigations on other hydel schemes had 
not moved as they should have. Tarbela’s 
potential is, therefore, under close scru¬ 
tiny and review and there are favourable 
indications that, finally, Tarbela may be 
able to yield 3,500 MW instead of 2,100 
MW initially planned. That makes an 
increase of about 70 per cent. At least 
such are the recommendations put for¬ 
ward on the basis of further investiga¬ 
tions and reports. 

The rather promising picture of 70 
per cent increased power from Tarbela 
has been made possible by : 

1. Planning to have machines of 406 
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I MW each on tunnel No 3, instead of 
the 4 machines of 175 MW each* 

1 924 MW additional 

^ 2. Adding one more machine of 406 

MW on tunnel No 2. 

406 MW additional 
Total: 1,330 MW additional. 

The proposed Kalabagh Dam located 
110 miles downstream of Tarbela, is 
likely to be yet another big hydro-electric 
project on the river Indus. To be re¬ 
named as Jinnah Dam, it is to store 7.77 
million acre feet of water, and to produce 
880 MW of electrical power in its first 
f phase. Another 880 MW may be added 
in the second phase. 

Favourable Report 

Though the feasibility studies are to 
extend for 5 to 6 years, the World Bank 
Appraisal Team has found that the eco¬ 
nomic return from Kalabagh should be 
very favourable. 

HydOl generation capacity is to rise 
by 700 MW by 1982 through Tarbela 
alone when the four units on tunnel 
^ No 2 get going, other units to be opera¬ 
tional later. As visualised today, Kala¬ 
bagh Dam should come to full capacity 
by 1996. 

Some of the other hydro-electric pro¬ 
jects being investigated by WAPDA are: 
1. Kohala, 2. Barsala/Abbasian, 3. Gilgit, 
4. Neelam/Jhclum, 5. Thakot, 6. Kunhar, 
7. Bunji/Chilas. 

These arc onl> in a pre-feasibility 
stage. Field investigations and collection 
of data is in progress. None of these, 
however, is likely to be available up to 
the nineties. 

Tiny hydel projects with a difference, 
Fhavc, of late, been promoted by the 
* ATDO by exploiting small streams and 
natural falls in the hilly terrain in the 
north. Called micro-hydcl projects, 
these village-level plants range from I 
to 15 MW, and arc very inexpensive, but 
can meet the needs of a village com¬ 
prising 50 to 300 houses. Some lime 
back, at a symposium, an official of 
ATDO, disclosed that while a unit of 
electricity costs only paisa 55 from the 
micro-plants, WAPDA has asked for 
Rs 1.50 per unit to supply electricity to 
I the same villages. 

The micro-plants would cost about 
Rs 1100 per KW installation. But an 


organisation like WAPDA commissioned 
to get power to the same village, would 
incur a bill of no less than Rs 25,000 
per KW ! 

Such a low cost is possible primarily 
because of the self-help organised by 
the villagers in such village-level schemes. 
The civil works are undertaken by the 
villagers themselves, who also erect the 
electric poles and distribution lines. Only 
the technology, the generator and turbine 
etc. have to be attended to by ATDO. 

Out of some 46,000 villages in Pakistan, 
only 9,500 have so far been electrified 
through the main grid. 

The very low cost of microhydel plants 
and mini-plants and the trait of self-help 
induced through them in the villages, 
qualify them as projects that need to be 
promoted with much greater support 
from the Government than hitherto. 
With the power needs of Pakistan ex¬ 
pected to grow to 30,000 MW by the 
close of the century, the new hydcl 
projects being investigated by WAPDA, 
call for an extra effort. The electrifi¬ 
cation of remote villages, where terrain 
and a stream make it possible to instal 
a micro/mini plant, should be given due 
consideration. 

Looking pragmatically at the energy 
picture of the Eighties and Nineties, one 
finds few options otherwise. The cons¬ 
traints and costs appear to be formid¬ 
able, or even prohibitive, except for 
hydro-power. 


EEC Assistance 


The European Economic Community 
(EEC) is expected to double or even triple 
the level of its assistance to Pakistan this 
calendar year and in the coming years as 
against the average of five million dollars 
a year in the past five years. 

The EEC is also expected to extend 
special aid, including food aid, for the 
Afghan refugees in Pakistan. The pre¬ 
vious level of the special aid for the 
Afghan refugees was 12 million dollars 
besides eight million dollars worth of food 
aid. 

Mr Jos Loeff, Deputy Director-General 
for External Relations of the European 
Economic Community, who led the team 


at the two-day Joint Commission’s talks 
Islamabad said on March 29 that Pakist^l 
had been “a very important part of u 
specially in the present political and cc^ 
nomic conditions”. He pointed out 
substantial growth in economic and tratfi 
relations in recent years. 

Mr Izharul Haque, Pakistan’s Com 
merce Secretary, and leader of the natIo> 
nal delegation at the Joint Commission’t 
talks, underscored the importance o 
economic relations with the CommunitJ 
nations and expressed the hope that as t 
result of the just concluded discussions i 
would be possible to further expand tradi 
relations and technical assistance pro¬ 
grammes between the EEC and Pakistai 
He faid the developed countries shoulc 
remove quota restrictions on Pakistan’ 
textile exports and hoped that the nex 
GATT conference in course of the year, 
would go substantially far to meet Pakis 
tan’s dcminds in this respect. 

Substantial Gain 

Mr Loeff and Mr Haque both agrcct 
that Pakistan viould stand to gain sub 
stantially if it could diversify its export 
to the Community nations, specially h 
engineering goods which could fatch up t< 
one billion dollars in exports. A fresl 
multifibre agreement is also to be conclu 
ded at the end of the current four-yce 
agreement in which Pakistan would striv* 
for securing higher export levels for it 
textiles. 

Traditionally textiles have formed tta 
major part of Pakistan’s exports to tJi< 
EEC but any further rise in textile expor 
level is restricted due to the prevailiUj 
quota system. There is little hope of th> 
quota system being abolished althougl 
some adjustments could be expected. It i 
for this reason that both the liEC Com 
mission and the Pakistan Governmen 
attach importance to diversification O 
Pakistani exports. Engineering good 
exports to the EEC during the last yea 
recorded a big rise. 

Having finished formal talks under tk 
Joint Commission with the Pakistan Op 
vernment, the leader of the EEC leap 
and its 16 members were expected to vial 
major industrial centres in Pakistan t 
hold talks with the leaders of trade an< 
industry in the country and look int 
some of the economic ventures. 
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^int of View 

. 


Economic Divisions of 

Uttar Pradesh 


Or Badar Alam Iqbal 

: An Overview 


The author who is a Lecturer in Commerce at the Aligarh Muslim 
University highlights the salient features of the various economic 
divisions of Uttar Pradesh with special reference to the eastern and 
hilly regions. The study reveals that the industrially developed 
regions have further progressed while the under-developed ones 
remained neglected. 


Jttar Pradesh has been classified 
ftto five major economic divisions, 
tfUneiy, the Bundclkhand region, the 
vestern region, the central region, the 
lilly region and the eastern region. 

The Bundelkand region is located in 
iOUth-eastern Uttar Pradesh and is pre- 
lominantly agricultural with sparse popu- 
Ation. It has a per capita income of 
SLs 357 and nearly 84 per cent of its popu- 
Ation is dependent upon agriculture. The 
means of transport and communication 
leretoo are inadequate. It is the least 
productive region and possesses extremely 
backward pockets within it. Unlike the 
pest of the State which has large fertile 
alluvial soil, the soil of this region is poor, 
mainly a mixture of red and black variety. 
In addition, rainfall is low and uncertain 
and irrigation facilities are inadequate. 
Although the land holdings are relatively 
brger, yet they produce very little because 
the methods followed have been largely 
extensive rather than intensive. Despite 
&e higher acreage of net sown area, the 
productivity is low. Inferior crops like 
juar and gram are grown because of the 
low level of rainfall and of poor irriga¬ 
tion facilities. The area is suitable for 
the cultivation of cotton and is suitable 
for fisheries. There are possibilities of in¬ 
creasing acreage of wheat and paddy if 
proper irrigation facilities are available. 
The region is the largest producer of gram 
and juar. 

The next is the western region with a 
per capita income of Rs 299. It is a 
densely populated region and is the most 
developed area in the State. The major 
commercial crops here arc wheat, sugar¬ 


cane, bajra, maize, barley and rapesced. 
The region is very fertile in soil and is 
suitable for processing agro-based indus¬ 
tries and has the largest number of sugar 
factories. The main industries arc sugar 
mills, dal mills, oil mills, rice mills, hides 
and skin units, dairying and lock-making. 
The region has a well developed transport 
and communication system and has ade¬ 
quate irrigation facilities. 

The central region with a per capita 
income of Rs 308, has a large number 
of industries and has fairly large agricul¬ 
tural farms. The major agricultural crops 
of this region arc juar, gram, rapeseed 
and .sugarcane in which it has the highest 
productivity. In some districts of the 
central region c g. Unnao, the depth of 
water level hampers irrigation. The 
population pressure on land in the region 
is also high. The central region comes 
next to the western region in terms of 
agro-industrial development. It also has 
well developed transport and communica¬ 
tion facilities required for industrial deve¬ 
lopment. 

The fourth economic division of Uttar 
Pradesh is the hilly region. It is in the 
north, having, a per capita income of 
Rs 284. The hill districts arc sparsely 
populated. The pressure on land is high 
on account of non-availability of culti¬ 
vable land. The per capita sown area 
varies from district to district. Due to the 
lack of industries and shortage of land, 
the employment position is very acute. 
Also cn account of hilly terrain, this 
region is not very well linked by roads 
and railways with the rest of the State. 


Lack of roads and adequate transport 
facilities arc the most important factors 
contributing to the backwardness of the 
region. The development of agro-horti¬ 
culture industries too has been hampered ^ 
due to the difficulties in communication 
and transport. Because of excessive slopy 
nature of the terrain, the soil here is sub¬ 
ject to serious erosion and is cultivated 
with the help of intensive soil and water 
conservation methods. Only a small 
portion of the total area is sown with the 
help of artificial means of irrigation. 
And hence, the region has a very limited 
.scope, for the development of agro-based 
industries. 

Neglected East 

The poorest of all the regions of Uttar 
Pradesh is the eastern region, which has a 
per capita income of only Rs 229. It has 
the problem of low per capita output, 
high density of population and scarcity of 
resources. Soil fertility is poor and yield 
per hectare even during normal years is 
low. Rainfall is erratic, uneven, and floods 
and droughts area a common feature. 
The percentage of population depending 
on land ranges from 81 per cent in Jaun- 
pur district to 95 per cent in Ballia 
district. The percentage of cultivable 
area is also high due to the utilisation o^ 
marginal and sub-marginal lands under 
cultivation. Such uneconomic lands not 
only depress the yield but also discourage 
capital formation in the agro-industrial 
sector. Besides, the lack of irrigation 
facilities makes it diflicult for the region 
to increase its agricultural productivity. 
Poor communication and slow pace of 
electrification are also among the causes 
of slow growth of agro-industrial deve¬ 
lopment. The region needs rehabilitation 
of agriculture through adequate irrigation , 
facilities and flood control measures. B/ 
diversification of the economy of this 
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region, it should be possible to reduce the 
disguised unemployment. The main agri- 
i cultural crops of the region arc rice, bajra, 
maize,barley and gram. Rice covers nearly 
33 per cent of the total cropped area. 

The economy of Uttar Pradesh indis¬ 
putably needs a lot of strengthening 
throu^ a network of small-scale and 
agro-industries, to accelerate the rate of 
its economic growth. Out of the 54 dis¬ 
tricts of the State, 36 districts have been 
recently declared as backward. It is sur¬ 
prising that out of a total of 15 most back- 
^ ward districts in the country, 11 districts 
• lie in Uttar Pradesh alone. 

Fruit Preservation 

The eastern region of the State is well 
known for its amlas, guavas and mangoes 
with an average annual production of 
3,500 tonnes, 5,625 tonnes and 7,500 
tonnes, respectively. Hardly 10 to 15 
per cent of the production is consumed 
locally. The Industrial Training Institute 
(ITl) can start training courses in fruit 
„ preservation. The Small Farmers Deve¬ 
lopment Agency fSDFA) has a proposal 
to set up 37 fruit preservation units in the 
area. Marketing, however, will be the 
major constraint. The economy, therefore, 
can achieve substantial benefits from its 
fruit preservation units only if some 
arrangements can be made to ensure 
steady demand for the products. Such 
arrangements would particularly benefit a 
large number of persons who can find 
employment in the fruit preservation units. 

The Small Farmers Development Agency 
(SFDA) has prepared a special scheme 
for training local carpenters, cobblers, 

I masons and craftsmen in brass-smithy at 
an estimated outlay of Rs 5 lakhs. Nearly 
3,000 persons are expected to benefit 
from this scheme. It is not known whe¬ 
ther the Small Farmers Development 
Agency would be making separate 
arangements for its training programme 
or coordinate its activities with training 
programmes in the Pratapgarh district. 

In district Faizabad, there is one indus¬ 
trial training institute, one polytechnic, a 
Government training-cum-extension centre 
and a community-cum-training centre. 
The ITI provides training in electrical, 
turning, mechnical, wiremen, fitting, gri¬ 
ding, welding and draftsmen courses. The 


Polyteahnic also gives training in meehiii- 
cal, electrical and civil engineering courses. 
The Government training-cum-extension 
centre gives training in^ carpentry, black- 
smithy and electrical an^ general mechni¬ 
cal trades. The Gandhi Ashram located 
at Akarpur provides training to workers 
engaged in village industries such as 
khadi weaving, soap making, oil crushing, 
dying and printing of cloth, etc. The Stale 
Government has set up a canning-cum- 
training centre to provide training in fruit 
canning and preservation. The Faizabad 
division grows large quantities of guavas, 
jack-fruit, mangoes, ber, mahua and vege¬ 
tables such as cauli-flower, tomatoes and 
green peas. There are good prospects of 
setting up agro-based industries in the dis¬ 
trict. Besides, this district is endowed with 
rich human and raw material resources and 
is famous for handloon andpowcrloom in¬ 
dustries. A few other small-scale industries 
can also be set up. 

Handloom Sector 

Handloom and powcrloom arc the im¬ 
portant industries of the Faizabad region 
with concentration in Tanda, Akbarpur, 
Jalalpur and Ittifatganj. The annual out¬ 
put of these units is estimated to be about 
Rs 8 crores. About 45,000 persons are 
engaged in this industry, mainly in Tanda. 
The local training cantres should con¬ 
centrate on imparting training aimed at 
improving the productivity and finish of 
the handloom and powerloom cloth. It 
is suggested that an industrial estate 
should be set up at Tanda as the persent 
units arc badly housed and their perfor¬ 
mance is lacking. Further, such estates 
will help in promoting the development 
of ancillary industries such as polythene 
bags, calandcring and sizing units, units 
manufacturing picking sticks, shuttle 
pegs, readymade garments etc. The local 
handlooms and powerlooms are also ex¬ 
periencing an acute shortage of yarn. A 
yarn spinning mill would, therefore, be a 
feasible proposition in the district. The 
scope for developing the handloom and 
powerloom industries in the district 
suggests the type of courses which the local 
training institute should conduct. Such 
craft oriented training will help the lead 
bank to assist persons who can utilise the 
credit facilities in a better way. 

In district Sultanpur, there are two 


technical training institutes. The IikR| 
trial Training Institute (ITI) imptfil 
training to electricians, wiremen and 1 
fitting, mechanical and welding tradti 
The other institute is a pilot workshb 
which also imparts training in turniflj 
fitting, mechanical, electrical, carpentdf 
and motor mechanical trades. But v<^ 
few of the trained persons could obtai 
employment. Both the industrial trainii 
institute and pilot workshop impart trail 
ing in almost the same trades. The coursi 
conducted have no relevance to the exis 
ing cottage and village industries in fl 
district which need improved methods ; 
production and management. For examp 
the brass utcncil making cottage units, 
the village Bandua Kalan employ iieai 
600 workers and produces goods WOT 
Rs 14 lakhs annually. These utencils hit 
good demand even outside the distrh 
There is substantial scope for improvii 
the productivity of these craftsmen Wi 
the help of improved tools. 

The industrial training institute, thei 
fore, should conduct special courses J 
the benefit of brass-smiths not only i 
improving their productivity but also J 
acquainting them with the improv 
techniques of management and vark 
facilities they can obtain from finafic 
institutions. The Bank of Baroda 
actively considering a scheme for sett, 
up a brass-sheet rolling unit in Band 
Kalan run preferably by unemployed tei 
nicians of the district. The cooperatioii 
the State Directorate of Industries a 
also of the local technical institute will 
nece.ssary if the scheme is to beoo 
feasible. 

Gur-Making Industry 

The other important village indut 
for which the district of Sultanpur 
famous is gur-making, employing net 
30,500 persons and producing gur wc 
Rs 15 crores. The training institute 
the district should study the present mc 
of gur-making and conduct courses, 
make improvement in the modes ; 
equipment of high quality gur. $ 
making and ta^patti-making arc <|j 
important industries which engage nq 
.500 workers producing goods wt 
Rs 15 lakhs annually. Besides this, cr 
leather tanning, blanket weaving, S 
making, black-smithy, etc,, arc some of 
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important village industries in the 
Hj^ictof Sultanpur. Making of leather 
Iroducts on a cottage basis empl >ys nearly 
QO workers and produces goods worth 
U 100*000 annually. This industry is con- 
entrated in Jagdcshpur, Koiripur and 
fibalgarh. Bang1c*niaking is another 
t&portant village industry in the district, 
laploying nearly 1.5(K) workers producing 
ij^s worth Rs 9 lakhs annually. This 
^ustry is located in Golapur* Katsari, 
Itkharipur and ShukuhKa Bazar. It 
t, however, surprising that in district 
f Sultanpur, there is no industrial estate 
t present, though a lural industrial estate 
as completed in 1965 at a cost of Rs 1.78 
ddis. But it is far away and is not made use 
f, The fate of the rural industrial estate 
i Sultanpur substantiates the view that 
Ifitcad of constructing an estate at a given 
lace for accommodating rural industries 
>read all over the region, the authorities 
lould try to make necessary adjustment 
) the premises of village craftsmen. The 
athorities should provide better working 
leds in close vicinity of those centres 
[here village craftsmen are concentrated. 


Agricultural Implements 


»There arc nearly 20 units engaged in the 
Manufacture of agricultural implements, 
|) units manufacturing engineering 
^s, eight units manufacturing other 
(Qoden goods and 12 small-scale units 
fake utensils of either brass, german 
^ver or aluminium. There arc two 
j^ts manufacturing hospital equipment, 
jffo units make soap and seven units 
jake cycle parts. There are six 
^tindry units, two tinsmithy workshops 
two hosier} units in the district 
j|ong others There is considerable idle 
Ipacity in foundry units which aie 
faking sugarcane crushers, chaff cutters 
^ hand pumps. The poor marketing 
(gainisation and the inferior quality arc 
pportant reasons for the idle capacity, 
^cre arc eight units manufacturing chaff 
j-ttcr blade ., ioiling shutters and persian 
^eels. Nearly 60 w'orkers are said to be 
gtployed by these units having an install- 
capacity to manufacture products 
arth Rs 10 lakhs annually. In their ca.se 
Jo there is substantial idle capacity. In 
^w of the target visualised for the use of 
Jjll^ern agricultural implements in the 


district* the local tratnifig institute can 
very well adjust the existing small-*scale 
industries, for supplying these implements. 
The assistance of the specialised State and 
Central agencies can also be sought. 

The Small 'JIndustries Service Institute 
has suggested the setting up of a unit for 
the manufacture of plywood out of the 
abundant quantity of soft woods like 
mango wood available locally. A timber 
plant is also recommended for the district. 
There are a number of muhuwa and neem 
trees in the district and a unit can be 
located for the extraction of mahuwa and 
neem oil from the seeds, estimated to be 
available to the tunc of 3,000 tonnes an¬ 
nually. A substantial quantity of green 
peas is produced in district Sultanpur. 

Printing industry 

Similarly, in district Allahabad, the 
printing technology school provides train¬ 
ing in letter press printing and lithogra¬ 
phy. It should be mentioned in this 
regard that Allahabad has a number of 
units engaged in printing and publishing 
of books. The industrial training institute 
in this district provides training in 
engineering and non-engineering subjects. 
The engineering field covers trades like 
electrical and mcchnical turning, fitting 
and welding. Non-engineering training is 
given in sewing and tailoring, embroi¬ 
dery, knitting, stenography etc. There is 
a carpentry school giving various types 
of training in wood working, advanced 
woodworking, printing and polishing. 
Training is also given in steel metal, 
plumbing and refrigeration. The dis¬ 
trict of Allahabad has a small tribe enga¬ 
ged in the making of wooden combs. The 
workmanship is indeed artistic and if 
concerted efforts arc made, wooden 
combs cannot only be marketed in metro¬ 
politan cities of the country, but also 
exported outside this country. 

There is a fruit preservation and cann¬ 
ing institute, a leather training institute 
(Jusi) and a polytechnic at Handia. The 
Allahabad district is famous throughout 
the country for its guavas. In the absence 
of adequate marketing outlets on time, 
distress sales have to be made. It would, 
therefore, be in the interest of the local 
guava growers if the canning institute 
concentrates its attention on promoting 


the manufacture of guava pulp for its 
sale outside the district. 

In Phulpur, there is a training«cum*pro-. 
duction centre providing training in car¬ 
pentry, blacksmithy and general mechni- 
cal trades. Besides, there arc three mobile 
training centres imparting training in 
cane and bamboo works. This is indeed 
very useful as there are nearly 200 fami¬ 
lies engaged in making cane furniture. 
This centre, it is understood, proposes to 
provide training facilities in electrical field 
and repairing agricultural implements 
specially pumping sets. The increasing 
number of pumping sets makes it 
necessary for almost all training in¬ 
stitutes to introduce training courses in 
the repair of modern agricullural im¬ 
plements. Similarly, there are special 
training courses for women in Phulpur. 
The ladies training centre give training 
to rural women in tailoring. The trained 
women can be settled in their profession 
if the Phulpur project authority arc able 
to arrange loans from banks for the 
purchase of sewing machines. 

Drinking Water Problem 

The districts of Uttar Kashi, Pithora- 
garh, Teri, Pauri, Almora, Nanital and 
Dehra Dun are poverty stricken areas and 
constitute a very sensitive area of the hilly 
region of Uttar Pradesh. The problems 
of communication, drinking water, irriga¬ 
tion and unemployment are very acute. 
These districts account for six per cent of 
the population of the State giving a densi¬ 
ty of 78 persons per km. The net area 
sown per agricultural worker is 0.72 hec¬ 
tare in the hilly area. About 80 per cent 
of the population is engaged in agriculture 
and remaining 20 per cent is engaged in 
other sectors like agro-industries. 

In order to promote various program¬ 
mes of small and agro-based industries a 
sum of Rs 6 lakhs has been distributed a.s 
loans and nearly 10 lakhs as grants. One 
training-cum-extension centre has been 
working and nearly 20-25 persons are 
receiving training in fruit preservation 
techniques. The techno-ccojiomic survey 
of eight hill districts of Uttar Pradesh has 
been completed. It outlines economic 
feasibility of setting up small and agro¬ 
industries in the private sector in this area 
involving a total investment of nearly Rs S 
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crores. I^he survey conducted by the 
National Industrial Development Corpora¬ 
tion (NIDC) at the request of the State 
Government, envisages direct employment 
to 4,872 persons in the proposed units. 

A magnesite plant is working at 
Almora providing employment to nearly 
100 workers. This plant was set up at a 
cost of Rs 3 crorcs after an agreement 
between Uttar Pradesh State Industrial 
Development Corporation and the house 
of Tatas. F.lforts are also being made to set 
up a rayon factory in Nainital district at 
fa cost of nearly Rs 25 crores. This project 
would provide employment to nearly 300 


persons in the district. Among the small- 
scale industries, repair plants, simple micro¬ 
scope and telescope units are proposed to 
be set up in the district in the near future. 

With a view to bridging the gulf in the 
level of economic development of various 
regions in the State, efforts have been 
made in all the Five-Year Plans to identify 
the problems of the relatively less develop¬ 
ed areas, for the purpose of planning. Two 
broad areas namely eastern districts and 
hill districts (excluding Utlara Khand) 
have been recognised as relatively back¬ 
ward or having special problems. 

The most significant feature of the State 


is tkat the stiall-scale and agro-industrW 
are largely concentrated in certain selected^ 
districts. The Government should pay 
special attention to the development 
industries in the eastern and hill distriol$ 
of Uttar Pradesh. Many of these districts 
would have to be provided the necessary, 
economic and social overheads which they 
lack badly. It, of course, is a step in the 
right direction that the Uttar Pradesh 
Financial Corporation and the Directorate 
of Industries have decided in recent past to 
provide extra benefits to the entrepreneurs 
who are setting up industries in this 
region. 


Dimensions in Productivity Concept 

Navin Chandra Joshi 


Improvement in productivity is not the result of the efforts of the 
workers alone Nor can application of improved technology or larger 
capital by itself do much. According to the author human factor has 
a primacy over other factors. Human beings are a product of a 
particular social, economic, political and cultural environment which 
needs to be improved. There should be improvement also in the 
quality of management and the motivation of workers to enlist 
their full cooperation. 


It would be useful to know the crucial 
elements which put the totality of pro¬ 
ductivity concept in proper perspective 
for application in the industrial sector of 
a developing country. The focus needs 
to be on raising the economy to a rate of 
balanced and su.^^tained growth so that 
it becomes competitive in the global 
environment. Within the country, unless 
productivity increases take place, it is 
difficult to realise the hope of the citizens 
for an improved standard of living as 
also to fulfil the unmet needs of the 
nation. 

Today, Governments of developing 
countries are faced with enormous dem¬ 
ands for improved and additional services. 
It has been recognised that a large part 
of the growth in GNP must come from 
productivity improvements. It is also 
clear that a higher rate of productivity 
is not just an accident. Productivity 
t improvement is the consequence of delibe¬ 
rate adoption of methods and processes 
most suitable in a given situation. The 


level of mechanisation, the technical and 
managerial skills available, proper use of 
materials and processes, application of 
productivity techniques ?nd the type of 
industrial relations existing in the 
factory—all these have an influence 
on productivity. And the failure of niak. 
ing use of any one of these factors reduces 
productivity to that extent. 

Defining productivity merely in 
terms of output would be as misplaced as 
it would b*' inadequate. For example, at 
the plant level productivity measurement 
will differ from work measurement. The 
latter involves an analysis of various 
stages of activity and the requirements at 
each of these stages. It may as well be 
that enhancement in productivity may 
accrue from factors other than physical 
inputs A slight realignment in the work 
procedure, methodology, incentive schemes 
and so on, may gear the end-product to 
its highest pitch of efficiency, both quan¬ 
titatively and qualitatively. Besides, a 
mere substitution of existing inputs may 


be more conducive towards increasing 
output than the funnelling of more and 
more inputs. 

Improving productivity in the public 
sector is fundamenlal for creating an 
environment that will spur a higher 
growth rate in the economy as a whole. It 
is fundamental because the public sector 
is a large and rapidly growing part of 
the economy. It is crucial because pro¬ 
grammes for encouraging higher rates of 
productivity in the private sector will not 
succeed if public sector enterprises set a 
bad example. Managements of public 
enterprises must, therefore, sec to it that 
belter and more production takes place 
per unit of resources. In doing .so, they 
should not consider productivity a.s merely 
the function of labour or machine. 

The management must make every 
possible effort in leducing (he costs. At 
the same time, what is more desirable is 
the improvement in production perfof? 
mance itself by introducing new products 
from time to time using new technology 
and better skill, plugging wastages and 
utilising the created capacity. These mea¬ 
sures will mean better and more effective 
use of inputs already available or input! 
created within the enterprise. Indeed, not 
to do so will implicitly mean a scant 
regard to the concept of productivity. Tt 
work inefficiently or not to effect econonQ 
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MA much an item of cost in business as 
PEhe use of say, electrical power. 

^ Besides, the management has also to 
ftre for costs which it does not incur but 
bich do get reflected in the price of 
nmodities produced. A cost-conscious 
^erprise must extend its cost control 
stem beyond its own boundaries, 
and means of reducing costs incurr- 
by the suppliers of raw materials, 

I parts and accessories along with the 
(>sts incurred by its own distribution and 
luctivity is one of the main tasks they 
ave to deal with. Attitudes conducive 
^ higher productivity can prevail only if 
l^uman relations within the enterprises are 
^sed on mutual respect. 

The earlier psychology that men are 
*^fillotivated to work only by that carrot- 
^d-stick principle—that is, either by the 
?^omisc of increased financial reward or 
by the fear of losing their jobs —though 
^Wul, had its limitations for increasing 
f^^oductivity. It tended to view the worker 
a commodity. It was Elton Mayo who, 
S^^fter his well-known Hawthorne experi- 
t Hents, emphasised that apart from money, 




the worker also seeks Certain social and 
psychological satisfaction. If no oppor¬ 
tunities are provided for these, he can 
become a serious impediment to increas¬ 
ing productivity. What is actually required 
is an integration of human '^'consideration 
with the need for firmness. This kind of 
balancing act is, of course, no mean feat. 
Surely, no cut and dried formulae are 
available cither. The managers have to 
use their horse-sense, judgement and sensi¬ 
tivity to the ever-changing balance of 
forces keeping in mind, above all, the 
larger interests of rising productivity. 

It must be realised that in the field of 
industrial relations and productivity, the 
future is bound to contain morbid exten¬ 
sions of the forces of discontentment as 
the nations go on industrialising them¬ 
selves. A genius sitting at the apex of the 
corporate pyramid cannot counter them 
with potions of instant peace. He has to 
come to terms with the realities of the 
changing environment Hierarchical aut¬ 
hority and the command of ‘do-it-my-way* 
are identified as the main villains in the 
saga of progress. When the halucination 


of managerial power evaporates, manage¬ 
ment's ability to cope with endemic fer¬ 
ment and change will entirely depend on ^ 
their willingness to harness the energies 
and acumen of their fellow-beings. ' 

Improvements in productivity are not 
necessarily the result of the efforts of 
workers alone. Productivity can be im¬ 
proved by technology and better manage¬ 
ment performance but capital and techno¬ 
logy, by themselves, cannot produce 
goods. The human factor has a primacy 
over the other factors. The spectacular 
success of West Germany and Japan in 
the post-war period is a striking demonst- > 
ration of the importance of the human 
material in the rebuilding of a national 
economy and its growth. Human beings 
in any country, however, do not live in a 
vacuum. They live in a particular social, 
economic, political and cultural environ¬ 
ment. Therefore, for raising productivity, 
there should be improvements in the 
quality of management and in the motiva¬ 
tion of workers so as to enlist their full 
cooperation in the drive for higher pro¬ 
ductivity. 
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Foewu on indmtry 

Pumps of All Kinds 


The growth of the Indian pump industry 
has been rapid in terms of volume of 
production and sophistication. The high 
priority accorded in the successive Five 
Year Plans for the development of agri¬ 
culture, process industries and power 
generation has given the impetus to the 
industry. Over the years the industry 
^las been able to improve its production 
•tocatcr to the requirements of the country 
and the industry is in a position to meet 
a large part of the domestic needs of 
various types of pumps. 

At present there arc 55 registered and 
licensed manufacturers of pumps in the 
organised sector with an installed capacity 
of 500,000 per annum whose production 
in 1978-79 was to the tune of .366,500. 
The production has been estimated at 
389,000 during the year 1979-80. In 
addition, there arc 4 units in the organised 
-^^sector with an installed capacity of 6,500 
for the manufacture of process and 
chemical pumps and their annual pro¬ 
duction is in the range of 5,000. 

The production of both the categories 
of pumps achieved by the existing units 
during the last few years is as under: 

Number (’000) 


Year 

Production 

1951-52 

40.8 

1956-57 

46.8 

1961-62 

127.2 

1966-67 

294.0 

1971-72 

244.0 

liWi 975-76 

274.4 

1976-77 

305.5 

1977-78 

355.2 

1978-79 

366.5 

1979-80 

389.0 


Out of the above, the production of 
process pumps during the last five years 
has risen from 4597 in 1975-76 to 6000 in 
1979-80. 

Centrifugal pumps upto size 10 cm x 
10 cm hand pumps and coolant pumps 
are reserved for small scale sector. It has 
been estimated that there are 400 units in 
Nthc small-scale sector registered with. 
Directorate of Industries of various 
States. 


The types of pumps manufactured in 
the country comprise centrifugal pumps, 
multi-stage, radial and mixed flow, non¬ 
clog, split case, self-priming, axial flow, 
vertical turbine, submersible, rotary, 
reciprocating, diaphragm, gear and mono¬ 
block pumps. On the basis of liquids 
used, the range of pumps manufactured 
indigenously include water pumps, 
sewage pumps, chemical pumps and 
special duty pumps. 

The manufacturers have taken up 
special centrifugal pump, to handle mer¬ 
cury at 100 degree centigrade, ossien and 
crushed bones for hydrochloric acid 
slurry, molten sulphur iron oxide slurry 
in steel plants etc. They have produced 
large cooling water pumps, condensate 
extraction pumps and turbines for various 
sizes of power plants. 

The industry has also designed and 
produced mixed flow pumps with dis¬ 
charge of 7,500 c.u.m. per hour mounted 
on flouting barges for special irrigation 
schemes, booster pumps in horizontally 
split casing design in sizes of 200 x 250 
mm. for boiler feeding to handle water 
at very high temperature with special 
design capable of withstanding thermal 
schocks arising from sudden variations 
in lemperaturc. Thus it can be seen the 
industry has laid a solid foundation for 
its own growth in a self-reliant manner. 

Still need is felt for considerable im¬ 
provements in the technology, design and 
material construction of pumps. In 
regard to the energy crisis, the enginceis 
who are involved in the design, manu¬ 
facture, operation and maintenance of 
pumps and pumping systems have a 
very crucial role to play. The studies 
already made by various institutions, in¬ 
cluding the Central I^lectricity Authority 
show that enormous excess energy is 
being consumed by the pumps, which 
are in operation in this country, due 
to low efficiency, inefficient operation 
and inadequate maintenance of pumps. 
Statstics show that a 10 per cent increase 
in the efficiency of new pumps in the 
agricultural sector alone can result in 


saving of energy to the extent of U 
hundred million KWH per year. 

Process pumps for certain appli¬ 
cations are being imported mostly along 
with the complete process plants. The 
import figures for the last few years are 
showing an upward trend and in 1978-79 
it was of the value of Rs 710 lakhs. 

India has also been making steady in¬ 
roads into overseas markets; an index of 
the sophistication and high standards of 
quality the industry has attained. More 
than 20 manufacturers are regularly ex¬ 
porting their pumps to more than 65 
countries of Middle Hast, Far East, 
Africa, Europe, Australia, New Zealand 
etc. Exports are mainly confined to 
pumps for irrigation purposes. Export 
figures for the last few years shows en¬ 
couraging trend as they rose to Rs 750 lakhs 
in 1979-80 from Rs 252 lakhs in 1974-75. 

The industry is now in a position to 
manufacture a wide range of centrifugal, 
reciprocating and rotary vane pumps 
for water supply and industrial appli¬ 
cations such as fertilizers, chemicals^ 
petrochemicals, refinery etc. The range 
covers CF pumps with discharge volume 
upto 22,000 Cm/Minute, pressures upto 
200 kg/cm® and 200^C \ 50°C tempera- 
lure/range reciprocating pumps manu¬ 
factured over discharge volume upto 
42 cm/min,, discharge pressure upto 
420 kg/cm“ and power upto 1270 kw. 

The Sixth Plan Working Group has 
projected the production requirements 
for all types of pumps at Rs 82 crorcs 
by 1983-84. The present production has 
been valued at around Rs 50 crores. 
There is scope for crcatic'-n of further 
capacity in the field. The current gap is 
in the indigenous frtdiicl range process 
pumps for nuclear apflicaliors, for hand 
ling petroleum crude and refined pro¬ 
ducts ard high vacuum pumps. Foreign 
technical collaboration are being con¬ 
sidered for these areas on merits. 

Import duty of 40 to 50 per cent is 
levied on all imports of pumps as in the 
case of industrial machinery. Excise duty 
of 25 per cent is levied on pumps output. 
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»t»Bank Chairman's Speech'' 

|Call to develop Internatidnal 
lAbneyr Market in India. 
iConcem over weakening of 
Farm Credit Structure. 

fShri P.C.D. Nambiar, Chairman, State Bank of India, said in Chandigarh on Tuesday, the 31st March, that there 
was a good case for India to develop an international finance centre which he visualised as a broad-based market 
in international money. It would enable overseas investors to explore investment opportunities and Indian borrowers 
to have wider options in raising external resources. 

Shri Nambiar, who was addressing the 26th Annual General Meeting of the Shareholders, said one of the 
favourable environmental factors was an ideal geographical location, virtually as a corridor between investible 
funds in the Gulf and the vast investment potential in South and South-East Asia. 

Among the policy changes that were essential, relaxation of exchange controls and tax concessions would come 
first. Relaxation would have to be carefully balanced with regulation, which naturally implied an appropriate 
system of central bank supervision. '1 consider the proposition as viable and the present as a propitious moment 
to take a closer look at it", Shri Nambiar said. 

Earlier, expressing concern over weakening of institutional farm credit structure, the State Bank Chairman said 
postponement of recovery of the dues of farmers or write-off of overdues without distinction between wilful 
default and default on account of genuine difficulties was unfair to borrowers who repaid their loans promptly. 

Shri Nambiar also made an earnest appeal for a review of a recent policy change requiring commercial banks to 
give up area approach in financing agriculture. Return to scattered lendings, he said, would set the clock back by 
more than a decade. 

Shri Nambiar said: < 


It gives me great pleasure to welcome you to 
the Twenty-sixth Annual General Meeting of 
the State Bank of India which is being held in 
Chandigarh for the first time The Annual 
Report, incorporating the Balance Sheet as 
on the 31st December 1980 and Profit and 
Loss Account for 1980. is already in your 
hands You will observe that the Bank's overall 
performance in 1980 can be noted with 
satisfaction Profits of the Bank have also shown 
an impressive rise in both domestic and 
International operations. 

Silvsr Jubilee Yeer 

On the 30th June 1980. your Bank completed 
25 years of service in the public sector, although 
the institution is in fact 175 years old. tracing its 
origin to the Bank of Calcutta established in 
the year 1806 During these twenty-five years, 
the number of offices of the Bank rose from 
466 to 5.283. deposits from Rs. 188 crores 
to Rs 7.676 crores and advances from Rs. 110 
crores to Rs 5,816 crores. This period also 
witnessed a build up of priority sector advances 
to the extent of Rs. 2.014 crores. ,, . J 

I More significant is the pioneering role the 8ank 
I has played m various spheres of banking activity. 
f.The lead it has provided in many fields like 
spreading banking facilities throughout the 
length and breadth of the country, financing 

.ril 


small scale industries and evolving an area 
approach in the field of financing agriculture 
(including the concept of Agricultural 
Development Branches) has become part of 
banking history. Recent innovations of the Bank 
include the Entrepreneurial Development 
Scheme designed to motivate people to 
undertake productive ventures especially in 
backward areas, an Equity Fund to extend 
equity support to small industries, a Research 
and Development Fund to sponsor research 
in various fields having a bearing on community 
welfare, extension work in the field of agriculture, 
the Gramodaya Scheme for integrated 
development of adopted villages and specialised 
branches in India to assist foreign trade. The 
Bank's efforts directed towards Innovative 
Banking, which call for social orientation, 
commitment and involvement in community 
affairs on the part of the staff have been, to my 
mind, the most notable aspect of the Bank's 
role. The Innovative Banking Scheme has 
promoted a variety of financial and non-financiat 
activities for the benefit of the weakest sections 
of the society. Non-financial activities include 
tree planting, blood donation and shramdan • 
by staff members, health camps, adult literacy 
classes, medicine banks and slum improvement 
schemes On the occasion of its Silver Jubilee,. ^ 
the Bank rededicates itself to^the service of 4 
the people- < 
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Ovtrall Parformanoe In 1980 

Let mo now tgrn to the Bank's performance 
in 1980. You would observe that in the field 
of deposits the Bank mobilised Rs. 854 crores 
which fell short of the growth of Rs. 1,440 
crores recorded in 1979. Several adverse 
factors contributed to this slow down. First, 
the deposit growth of the banking system as a 
whole showed a downturn. This apart, as far 
as your Bank is concerned, there were substantial 
withdrawals of deposits by oil companies and 
of temporary funds by other corporate 
customers These reasons together with certain 
changes made m the accounting system relating 
to high value drafts led to a reduction in deposits 
to the tune of Rs 400 crores But for this, the 
rate of deposit growth would have been higher 
than that of all scheduled commercial banks. 
We hope to regain the lost ground in the current 
year. 

In keeping with the Reserve Bank's directive 
•to banks to open more offices in the rurcl and 
semi-urban centres during the triennial period 

1979 81. your Bank accelerated its branch 
expansion programme and opened 41 ? offices 
during the year as against only 190 in the 
previous year Ninety per cent of the new 
offices are in the rural and semi urban areas 
The Bank plans to open over 400 offices during 
the'eurrent year. 

The Bank upgraded 235 sub-offices during 

1980 Having upgraded 1,200 sub offices out 
of a total of 1.269 during the last four years, 
the Bank has fulfilled its commitment to the 
Government to convert these offices 
expeditiously into more effective centres for 
mobilising rural savings and purveying rural 
credit, particularly to the weaker sections of 
the society Since upgradation. these offices 
have been significantly stepping up their 
contribution in the area of deposits as well as 
priority sector advances 

The Bank crossed an important milestone when 
its total advances to the priority sectors went 
ahead of the Rs 2,000 crore mark to reach 
Rs 2,267 crores by the end of December 
1980 These advances, more than hall of which 
were made during the last three years, amounted 
to 36 2 per cent of the Bank's total advances 
If the loans given for the acquisition of ships 
from abroad under a special scheme are 
excluded from the total advances, as these 
have no resource implications for the Bank, 
the ratio would be as high as 38 per cent The 
norm of 40 per cent set by the Government 
to be reached by 1985 in this regard is thus 
well within the Bank's reach, 

Another milestone crossed was the Rs 1.000 
crore mark in the field of agricultural advances 
These advances at Rs 1,110 crores accounted 
for about half of the total priority sector 
advances The agricultural advances of the 
Bank at 17.7 per cent of its total advances 
were well above the norm of 16 per cent 
prescribed by the Government in this regard 
Small and marginal farmers constituted 71 6 
per cent of the total number of farmers assisted 
tor agricultural operations (excluding allied 
activities) accounting for 39.2 per cent of the 
I direct agricultural advances. 

The Bank Increased its advances under the 
Differential Interest Rates Scheme by Rs. 15.4 


crores taking the aggregate of these advances 
to Rs. 68.4 crores. These advances formed 
1 3 per cent of the Bank's total advances as 
at the end of the previous year, here too 
exceeding the stipulation of 1 per cent laid 
down by the Government The Bank takes 
pride in having assisted 1 3 lac persons under 
the scheme during 1980 alone Over 4 lac 
persons belonging to the scheduled castes and 
scheduled tribes have been assisted under the 
scheme to the tune of Rs 26 crores 

The Bank devoted special attention to the 
implementation of the Twenty Point Economic 
Programme Assistance provided under the 
Programme during the '/'■-Jr amounted to 
Rs 238 crores. taking the total ciSMStance 
extended so far to Rs 74b crores spread ovcjr 
19 8 lac: accounts Persons assisted included 
labourers freed from bondage, small and 
marginal farmers, handloom weavers and rural 
ai'tisans The Bank has planned to extend further 
financial assistance of the order of Rs 255 
crorcss during the current year 
The year 1981 is lha ’'International Year of 
the Disabled" As an organisation fully responsive 
to social needs, your Bank had set up. as early 
as in 1976. a Research and Development Fund 
with an initial corpus of Rs 5 crores from 
profits, one of its important objectives being 
to assist the disabled Further additions to this 
Fund amounting to Rs 2 6 crores have been 
made m the subsequent years Grants are made 
to organisations providing vocational training 
and gu.danco to disabled persons, with a view 
to helping them to talce up some form of 
productive activity and function as useful 
citizens The Bank has planned to make sizeable 
grants for assistance to the disabled during 
the current year, in addition to Rs 96 lacs 
sanctioned till the end of 1980 

Financing of Agriculture 

Commercial banks i.ommenc;t;d diiccl fm^jncing 
of agriculture m the year 1968 in ordc^ to 
supplement the rftorts of co operative credit 
institutions In a period of about tv^olve years, 
commercial banl.*, have, by a process of trial 
and error, largc’ly refined Ihcir mf;thods ol 
purvcy.ng rural c;cd.t and h.,va also signiiicantly 
increased the quantum of linancc extended to 
this sector at ih'^ t nd of Ducembnr 1979. 
finance extended by *^chfclulcd commercial 
banics to agriculluif amounted to Rs 2,870 
crores spreio over 8^ lac accounts 
During the iiiiAifi Plan period foodgrams 
production 15 prcipo.ied to bo stepped up from 
the present 132 mi'iion tonnes a year to 154 
million tonnes Loci mg to tho huge task of 
adequately meeting the credit needs of the 
agricultural sector by institutional credit 
agencies, wo cannot but think of the problem 
of recovery which has assumed serious 
proportions The ability of banks to earmark 
funds for this sector not being unlimited, the 
funds deployed have to be effectively recycled 
in order to assist in achieving the Sixth Plan 
target 

The support that commercial banks have 
received in the area of recovery of agricultural 
advances is rather disappointing Only sixteen 
State Governments have so far enacted 
legislation on the lines of the model bill prepared 
by the Talwar Committee in 1971, but even m 
these enactments certain important provisions 
of the model bill have not been incorporated. 


The machinery set up by the State Governments [I 
for recovery purposes is also inadequate to I ] 
cope with the cases referred to it. 4 J 

Postponement of recovery of the dues of i 
farmers or write-off of overdues also tends to, f 
have an adverse impact on the recovery! 
performance of commercial banks. The mam 1 
drawback is that such measures do not’ 
distinguish between wilful default and default. 
on account of genuine difficulties and are unfair 1 
to borrowers who repay their loans promptly. | 
!f the recovery climate is vitiated, many an 
honest borrower may turn potential defaulter 
in anticipation of similar concessions being 
extended by the State Gover nmonts This would, 
in the long run. impair credit discipline and 
weaken the very fabric of institutional credit 
structure notwithstanding the fact that the 
burden of repayment is borne by the State 
Governments without financial loss to banks. 

I would, therefore, make an appeal that instead 
of writing off overdues, other steps should bo 
taken to give relief to those farmers whoso 
repaying capacity has been adversely affected 
by natural calamities 

Village Adoption Schomo __ 

Commercial banks first entered the field of 
direct financing of agriculture wilh.out following' 
any specific strategy, which led to widespread 
scattered lendings This, in turn, resulted in 
poor follow up and supervision of the end uso 
of credit purveyed to farmers, concurrent 
borrowings by farmers from diheronl bonks 
for the same purpose and agemst the samg 
security, overlapping and duplication of effort 
leading to misulilisalion of bunks' funds and 
consequent problems of recov^'iv In t-set. banks 
still carry fairly sizeable ovcroucs originating 
from the initial experience of i cattered Icjndings. 
In Octoberll9G9,.your Dank evolved an great 
approach as a more* disciplined method of direct 
lending to agriculture', tho objective being 
maximum utilisation of the banks' resources 
for promoting integrated development of the 
economy of selected villages In tho guidelines 
issued in Dccembjr 1970 to commercial banks 
tor financing of agncultuiul development, the 
Reserve Bank ot Indio also stressod the 
importance of avoiding overlapping of efforts 
and resources m the same area by two or 
more commercial banks and suggested that 
each bank branch should determine the 
command area it would serve 
Accordingly, our branches proceeded to ensure 
that agricultural lending was dune only ir 
adopted villages, leaving alone villages covoreO 
by other credit agencies The other agencies 
operating in the area were advised ol the Bank's 
intention to adopt a particular vilhgo co tha' 
they did not simultaneou'.ly o,;tr>nd hnance ir 
that village and. over a period of time, th< 
branch opfirations in the adopted villages wen 
intensified in a planned manner in order t< 
take care of the total crcriit needs of all th( 
eligible households 

Recently, howrjver, commercial banks havi 
been advised to change the policy in regard t( 
direct lendings to agrrculturo. other banks al« 
being permitted to finance m the villages adopt* 
by a bank it would appear that every bant 
branch is now expected to finance agricultun 
in all the villages falling within its area 0 
operation, irrespective of the number of suet 
villages and of the ability of that branch t( 
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eorvice them all. This policy change would set 
I the clock back by more than a decade >n that 
I banks would again face ail the problems they 
; had almost tided over - In fact, the circumstances 
‘which impelled banks to adopt the area 
approach not only still exist but have assumed 
j greater consequence m view of the mounting 
' Overdues This change will also have an adverse 
I effect on other distinct features of the area 
j approach like extension work in the adopted 
j villages, assessment of performance by each 
credit agency in the field and implementation 
of the schemes of the Agricultural Refinance 
and Development Corporation The suggestion 
that a bank branch should operate in all the 
villages within its area of operation has been 
based on the premise that adoption of only 
certain villages implies discrimination, the 
inhabitants of non adopted villages feeling 
iincared for. It is true that the area approach 
may appear inequitable to farmers m non- 
adopted villages This, however, is the result 
of the credit gap in the rural areas. Given the 
banks' limitations of both manpower and 
financial resources, it would take some years 
for banks to bridge this credit gap I do not 
aee how a return to scattered lendings in the 
meantime will improve the position and I would, 
therefore, -earnestly appeal that the matter 
should be reviewed 

International Banking 

I now turn to an area relating to international 
banking which in my opinion deserves close 
attention at this time As an oil importing 
developing country, India faces a difficult decade 
in view of the projected oil price scene with at 
least 50 per cent of its export proceeds 
committed to the import of petroleum products 
The country's growth would be severely 
impaired if its efforts are not quickly reoriented 
to tackle this problem India is. however, more 
happily placed m facing the energy crunch 
than many other developing countries m that 
it has considerable oil reserves, is capable of a 
greater thrust in its export efforts and has a 
large untapped potential in raising external 
resources Further. India is being increasingly 
regarded as a'good prospect for investment 
by the Gulf countries as well as the developed 
nations and this increased interest could result 
in vital investment support for India's economic 
growth. 

Exports can, and are bound to, play an 
increasingly important role in sustaining the 
country's economic growth in the coming years 
Organisation of export efforts on a larger scale 
would call for significant investments, especially 
in foreign exchange, for acquiring higher 
technology and modern equipment Foreign 
exchange resources would also be needed to 
finance accelerated exploitation of oil reserves 
Besides, external capital would facilitate 
speeding up of industrial development These 
call for planned management of the potential 
which the country has for raising external 
resources Apart from bilateral aid, commercial 
borrowings af-id private capital from abroad 
would constitute important sources m the years 
\0 come. 

Another relevant feature is the growing 
magnitude of the task of recycling petro dollars 
of the Oil exporting countries and meeting the 
deficits of Oil importing countries. Obviously 
this task is more than what the international 


banking community is willing to cope with 
and It IS not easy for the International Monetary 
Fund and its affiliates to assume this role either. 
There is. therefore, a distinct case for a "third 
force ‘ to supplement this role and to* me it is 
logical that the developing countries themselves 
provide it India playing an important part. 

All these important developments and portents 
lead to a good case for India to develop an 
international finance centre. What I am visualising 
IS a broad-based international money market 
that would function, besides servicing money 
and exchange transactions, as a window for a 
variety of capital transactions - syndication 
of foreign currency loans, project financing, 
issue of short-term and medium-term money 
instruments like certificates of deposit and capital 
notes and merchant banking activity covering 
foreign currency denominated bonds as well 
as equity issues The core elements of such a 
market would be foreign and Indian international 
banks, merchant banks and joint venture 
financial institutions, particularly those which 
we may promote with the collaboration of 
Gulf countries, a good secondary market made 
up of firms of brokers, discount houses, finance 
houses and the like, support services including 
auditors, attorneys and solicitors and 
infrastructural facilities especially a good and 
efficient communications network. 

There are. in my opinion, several environmental 
factors that would support and sustain an 
international finance centre m India These 
include an immense hinterland economy, an 
ideal geographical location virtually as a corridor 
between investible funds in the Gulf and the 
vast investment potential in South and South- 
East Asia, a favourable location m the global 
time zone link, an established banking system 
and a fairly well-developed services back-up 

While considering this idea, we need to examine 
certain important questions like what would 
be the net benefits accruing to the country, 
the essential safeguards, the policy changes 
that would be needed and the impact on the 
domestic economy. 

As for the benefits that India could derive, a 
few are apparent: a proximate window for 
overseas investors to explore investment 
opportunities through financial intermediaries 
having intimate knowledge of the Indian markets 
and jaarties and for prospective Indian borrowers 
to have a wider option; this window could 
eventually lead to securing better terms on 
which Indian borrowers could raise external 
resources in an increasing measure; a valuable 
adjunct of the free trade zones; development 
of merchant banking and lending expertise 
and introduction of modern toots of capital 
formation and financial intermediation; evolution 
of the centre as a link with other important 
finance centres that is bound to open up larger 
market opportunities and provide better services 
for India's foreign trade. In this context, such 
views as have been expressed on this idea by 
international financial experts, particularly from 
the Gulf countries, have been favourable. 

Looking next at the policy changes that are 
essential, relaxation of exchange controls and 
tax concessions come first. These need to be 
considered from two angles: what would be 
the impact of these policy changes on the 


domestic monetary system? what would be C 
the impact, beneficial or otherwise, of the 
proximate activity of international money on 
the domestic economy? These are questions 
that would require a detailed study. I would, 
however, like to emphasise that the Indian 
banking system has come of. age and has stood 
up to overseas competitioii fairly well Increased 
interaction with the international environment 
would widen the business horizons of these 
banks. Our economy, despite some segmental 
weaknesses, is strong enough to take in its 
stride greater international exposure as long 
as we carefully balance relaxation with regulation. 
This naturally implies an appropriate system 
of central bank supervision and control. Tax 
Ibcentives could be a worthwhile trade off for 
tbe accretion of external revenues (Or saving 
fn foreign exchange cost) from the business 
transacted at the centre and the increased 
employment opportunities that would be 
generated with the inflow of business from 
other world centres, including a share in the 
growing volume of Euro-currency finance. 

Some of the infrastructural problems would, 
however, need to be attended to Ar efficient 
communications network affording instantaneous 
contact with world markets standr out as a 
major problem The other important problem 
would be the development of a good secondary 
market I have ventured only a broad outline 
and posed the underlying questions, but, for 
the various reasons already mentioned. I 
consider the proposition as viable and the 
present as a propitious moment to take a closer 
look at It. 

staff 

My speech will be incomplete without thanking 
the members of the staff for their fmo 
performance leading to the growth of the 
organisation. I wish to place on record my 
sense of appreciation of their good work and 
dedication, particularly of those employees who 
are posted at difficult centres The staff 
constitute a very important asset and the Bank's 
performance and image depend upon their 
efforts. I am confident that they would continue 
to strive to improve efficiency,productivity and 
customer service, thereby projecting a still 
brighter image of the Bank. 

Changes in the Board 

It IS With deep regret that I have to record the 
passing away, m July 1980. of Shn M.M Sun. 
Director on the Central Board and. in January 
1981. of Shn Ranglal Choudhary. Member of 
our Patna Local Board Shn M R. Shroff. 
Director on the Central Board, relinquished 
office in April 1980 and Shn S.V.S. Juneja 
who was nominated in his place also relinquish^ 
office in September 1980. I wish to place on 
record, our high appreciation of their able 
guidance and direction. | 

I take this opportunity to welcome Shn R.K, 
Kaul who has joined the Central Board in place 
of Shn S.V.S. Juneja and Dr. B.A. Chaugute 
who has been elected to the Central Board in 
the vacancy caused by the death of Shn M M. 
Suri. I also extend my welcome to Shn B. 
Rudremoorthy who has been elected to our 
Bombay Local Board. 
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STATE OF THE 
ECONOMY 

' f* * .. f 


Agricultural Production 

AOR LTI JR A L PROD! X TI ON 

in the country registered an 18 
per cent increase in 1980-81 
over the previous year— a 
^ drought year. The country 
expects to harvest additional 
22 per cent foodgrains, a 
little over 21 per cent sugar¬ 
cane and about 16 per cent 
oilseeds. According lo the 
1980-81 report of the Depart¬ 
ment of Agriculture and Co¬ 
operation, on present indi¬ 
cations, the foodgrains pro¬ 
duction is expected to touch 
133 million tonnes mark which 
will be higher by as much as 
24 million tennes than the 
production in the previous 
^ year and about a million 
tonnes more than even ihe 
record yield of 1978-79. 

As a result of various 
measures taken by the Central 
and State Governments, aided 
by overall normal weather 
conditions, the production of 
foodgrains during kharif 1980- 
81 touched the all time record 
of nearly 79.5 million tonnes. 
This represented an increase 
of about 16 million tonnes over 
the previous year’s kharif pro¬ 
duction of rice,” both kharif 
and summer is likely to ex¬ 
ceed 56 million tonnes show¬ 
er ing an increase of more than 
two million tonnes over the 

1978-79 production. The yield 
of jowar, bajra, ragi, maize 
and small millets is expected 
to be around 23,2 million 
tonnes, again two million ton- 
tones more than 1979-80. Des¬ 
pite drought conditions pre¬ 
vailing in Rajasthan, Madhya 
Pradesh, Gujarat, Orissa, 
Maharashtra, and parts cf 
Andhra Pradesh during rabi 
1980-81, the rabi production 
is likely to touch the level of 
nearly 54 million tonnes. 

Besides commercial crops 
registered significant ad¬ 
vances during the period under 


review. Sugarcane is expected 
to recover 154 million tonnes 
showing an increase of about 
26 million tonnes. Similarly 
oilseeds prtxiuction is to reach 
102.5 lakh tonnes compared 
ti> the previous year’s pro¬ 
duction of 88.5 lakh tonnes. 
Cotton prcxluction is around 
79-80 lakh bales and jute and 
mesta 83 lakh bales. In 
1981-82, it is proposed to 
raise the total production of 
foodgrains to 138.5 million 
tonnes, oilseeds to 112 lakh 
tonnes and sugarcane 180 
million tonnes. 

The unprecedented drought 
of 1979-80 had caused a severe 
set-back to agricultural pro¬ 
duction. Ithadaflected about 
38 million hectares in II 
States and reduced the food- 
grains production fo 108.9 
million tonnes from 131.9 mil¬ 
lion tonnes in 1978-79. Rice 
among individual foodgrains 
was the worst sulTcrcr, its 
production having fallen by 
11.6 million tonnes. Wheal 
output declined by almost 
four million tonnes. The 
coarse grain.*, production as 
well came down by 3.7 million 
tonnes. Pulses too sulTered a 
serious set-back due to drought 
and their total production 
came to 8.4 million tonnes in 

1979- 80 from 12.2 million ton¬ 
nes in 1978-79. 

Sugarcane Shortfall 

Sugarcane, production which 
had been constantly rising till 

1977- 78 reaching a level of 
177 million tonnes had dec¬ 
lined to 152 million tonnes in 

1978- 79 and dropped further 
to 128 million tonnes in 1979- 
80. Steps were taken in 

1980- 81 fo intensify develop¬ 
mental efforts to increase pro¬ 
duction of pulses and oil¬ 
seeds. Tn addition to the 
Centrally sponsored program¬ 
mes for development of pulses 
and oilseeds, special program¬ 


mes were undertaken to bring 
larger areas under their culti¬ 
vation. A project of moong 
production in Uttar Pradesh 
covered an area of eight lakh 
hectares during 1980-81. Short 
duration varieties of arhar 
have been introduced under 
irrigated conditions in arhar- 
wheat rotation in the northern 
States. Special efforts were 
made to improve productivity 
of gram. About 40,000 quintal 
of certified seed of gram were 
given to the farmers at sub¬ 
sidised rates and during 1981- 
82 it is proposed to give 70,000 
quintals of certified gram seed 
for multiplication to the far¬ 
mers. A special scheme to 
raise groundnut production 
was launched in Saiirashlra 
region of Gujarat and of 
soyabean in Madhya Pradesh. 

Central Loans 

The Government of India 
has announced the issue of 
three loans aggregating 
Rs 600 crofes: (i) 6.25 per 
cent loan, 1987 to be issued 
at Rs JOO.fW) per cent, and 
repayable at par on April 
27, 1987,- (ii) 7.25 per cent 
loan, 1997 to be issued at 
Rs 100.00 per cent, and re¬ 
payable at par on April 27, 
1997, and (Hi) 8.00 per cent 
loan, 2011 to be issued at 
Rs 100.00 per cent and re¬ 
payable at par on April 27, 
2011. Subscriptions to these 
loans will be received only 
on April 27, 1981 upto the 
close of banking hours. In 
the event of a holiday being 
declared by any Stale Govern¬ 
ment under Negotiable Instru¬ 
ments Act, 1881 on that day, 
the subscriptions will be 
accepted at the concerned 
receiving offices in that State 
upto the close of banking 
hours on the following work¬ 
ing day. Government reserve 
the right to retain subscrip¬ 
tions upto 10 per cent in 
excess of the notified amount 
of Rs 600 crorcs. 

If the total subscriptions 
received for the loans exceed 
the notified figure plus the 
amount of 10 per cent re¬ 
tainable as aforesaid, partial 
allotment will be made in 
respect of the loans on a 
proportionate basis and the 


balance refunded in cash i 
soon as possible. Interest c 
all the three loans will t 
paid half-yearly on Octobi 
27 and April 27. Inteti; 
on the loans now issui 
together with interest c 
other previous GovernmC! 
securities and income fro 
other approved investmen 
will be exempt from incom 
tax subject to a limit 
Rs 3,000 per annum and su 
jeet to other provisions 
Section 80L of the Incom 
tax Act, 1961. The value 
the investments in the loa 
now issued together with t! 
value of other previous i 
vestments in Governme 
securities and the other j 
vestments specified in Secth 
5 of the Wealth Tax Ai 
will also be exempt from $ 
Wealth tax upto Rs 150,0C 

Applications for the loa 
will be received at: (a) Offic 
of the Reserve Bank of Ind 
at Ahmcdabad, Bangalor 
Bombay (f'ort and Byculh 
Cafeutta, Hyderabad, Jaipi 
Kanpur, Madras, Nagpi 
New Delhi and Patna; at 
(b) branches of the Sta 
Bank of India at all plac 
in India except at (a) above 

Cement Output 

The production of ceme 
during 1981 and 1982 is like 
to be around 23 million tont 
and 27.30 million tonnes, re 
pcctivcly. This estimate h 
been made after keeping 
view the expected addition 
capacities and the norms 
capacity utilisation adopti 
for the industry according 
a statement by Minis!- 
(T State for Industry, I 
rharanjit Chanana, in the D 
Sabha recently. 

In a wiittcn reply to 
question the Minister saidlh 
the production of ceme 
during 1 ^80 was around J7r 
million tonnes. The output 
1978 and 1979 stood at 19. 
million tonnes and 18* 
million tonnes, respectively* 

In reply lo another questi- 
the Minister said that i 
dustrial licences ard letti 
of intent had been grant 
for 26 new schemes in t 
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^blic sector for an annual 
^pacity of 10 million tonnes. 

The capacity utilisation of 
jcment industries during 
inlendar years 1979 and 1980, 
jccording to the minister, was. 
jWvatc Sector, 1979: capa- 
•ity 20.45 million tonnes, pro¬ 
jection 16.31 million tonnes 
utilisation: 79.7 per cent; 
capacity: 21.32, pro- 
action 15.53 and utilisation 
^ 1.8 per cent. 

‘.'Public Sector (State and 
Central Sector in million ton¬ 
es), 1979: capileity 3.59, pro- 
iUCtion 1.91 and utilisation 
3.3 per cent; 1980: capacity: 
,39, production 2.33 and 
tilisation 53.3 per cent. 


^oduction of Railway 
Vagons 

Annual production of 
agons (in terms of four- 
heelers) needs to be stepped 
p to 22,000/23,000 so that 
K Railways may achieve its 
irget of acquiring l()0,(KX) 
agons during the Sixth Plan 
criod (1980-85). In 1979-80, 
te wagons (in terms of four- 
heelers) manufactured were 
3,827. In 1980-81 (up to 
ebruary 1981), 10,384 wagons 
ere manufactured. Giving 
>is information in reply to 
written question in Lck 
abha, the Deputy Minis- 
tr for Railways, Mr Malli- 
arjun, said that annual in- 
»llcd capacity for the manu- 
teture of wagons (four- 
heelers) in the country is 
3,000. The Minister said 
lat the Railways expect to 
^uirc 30,000 wagons (in 
irms of four-wheelerf) during 
?80-8l and 1981-82. 


fldo-Soviet Tie-up in 
Ittilding Material 


•A Soviet delegation headed 
V Mr A.M. Sadovski, Deputy 
jbairm'Mi of the Scientific and 
bchnici'i 1 Council of the USSR 
Jinislry of Building Materials 
^dustry, visited this country 
icently. The Soviet delc- 
ttion included Mr V.A. 
■olubkov. Deputy Head of 
preign Relations. Department 
fthc USSR Ministry of Buil- 
<ng M'iterials Industry, and 
(r A.I. Zdorov, Assistant 
sector of the Juzgipro- 


4STBR^ 


Cement Institute of the USSR 
Building Materials Industry. 
The Union Industry Minister, 
Dr Charanjit Chanana, told 
the delegation that the Gevern- 
ment gave highest priority 
to cement industry for it 
has the highest potential of 
generating cmplcyment. He 
further said that the Govern¬ 
ment wanted raw material 
stores to be utilised in opti¬ 
mum manner so that life of 


cemert products could be 
multiplied. 

A protocol was signed bet¬ 
ween the visiting Soviet dele¬ 
gation and the Indian dele¬ 
gation headed by Dr S.K. 
Chopra, Directed General, 
Cement Research Institute 
of India (CRl) at the con¬ 
clusion of the third meeting of 
the Joint Working Group on 
Indo-Soviet Cooperation in the 
field of building materials. 


The protocol envisages co¬ 
operation in the areas related 
to the utilisation of marginal ^ 
grade limestone through use 
of HydrocycU ne, areas re¬ 
lated to energy and power 
conservation like the appli¬ 
cation of jet mills and 
vibratory grinding mills, use 
of mineraliscrs for improving 
burnability and lowering fuel 
consumption. In addition, 
specific information exchange 


are you a small investor 
in company shares ? 
then you can get your 

DIVIDEND 
without any 
TAX 

DEDUCTION 


If you are not a company and your 
total income, including the dividend, is 
likely to be less than the minimum 
liable to income-tax 'in the case of 
individuals, Hindu undivided families 
firms, association of persons, body of 
individuals and artificial juridical persons, 
you can get the full amount of the 
dividend declared by the company 
without deduction of any tax at source. 


HOW? 

Apply to your I.T.O. in Form Mo. 14 for 
issuing a certificate authorising the 
company whose shares are held by you 
to pay to you such dividends without 
deduction of tax. 

OR 

If the dividend to be received from any 
company is less than Rs. 250 SEND to 
every such company a declaration 
(in duplicate) in the prescribed Form 
No. 14B. 


OP THIS f A»»D 

AVWU OjoTS CLWNHNG 

ofe.ee. 

the »ncow»e-»ar 


DIRECTOR OF INSPECTION 
(Research, Statistics & Publication) 
INCOME-TAX DEPARTMENT. 
New Delhi-110001. 
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in the areas of special cements 
like oil well cement, coloured 
^clinkers, reinforced concrete 
railway sleepers, standardisa¬ 
tion aspect of industrial build¬ 
ings, typification of industrial 
structure, standardization as¬ 
pects in the field of pre¬ 
fabricated construction, codes 
and regulations relating to 
introduction of new building 
materials, technology of soft 
economic roofing materials is 
also envisiigcd. 

Special Bearer Bonds 

f The Government sold 
' special bearer bonds worth 
Rs 106 ciores till April 8, 
1981. The figures arc provi¬ 
sional, acerrding to Mr S. 
Sisodiii. Minister of State for 
Finance. 

Giving this information in 
the Lok Sabha on April 10, 
Minister said the revised 
estimates lor 1980-81 took 
credit for Rs 200 croics from 
the sale of hearer bonds. As 
such there was no target. 

pr Collection, he said, was ex¬ 
pected to gather momentum 
and reach its peak towards 
the closing stages of the 
scheme as had beer witnessed 
in the case of the voluntary 
disclosure scheme. The pen¬ 
dency of writ petitions in the 
Supreme Court “may also 
have retarded the sales of 
the bonds’'. 

Export of Ornaments 

The Union Government has 
allowed import replenishment 
benefits for increasing the ex¬ 
port of studded-gold products 
under the scheme for export 
^ of jewellery against gold sup¬ 
plied by foreign buyers. 

In the current year’s import 
policy, this incentive will be 
given on the basis of rep- 
linishment rates pertaining to 
various items under the “gem 
and jewellery” group listed in 
Appendix 17 of the policy, 
it is stated. 

At the same time, it has 
been made clear that this 
benefit will not be applicable 
to export of gold jewellery if 
it is not studded. 

^ The grant of import re¬ 
plenishment is expected to go 
a Jong way in promoting the 


export of sluetded-goid orna¬ 
ments and articles allowed 
under the scheme. In fact, 
it has been welcomed by the 
exporters who had urged the 
Government to give the in¬ 
centive if the vast export 
potential, particularly in the 
Gulf countries, is to be fully 
tapped by India. 

Expansion of Major 
Ports 

The Minister for Shipping 
and Transport, Mr Veerendra 
PatiJ recently stated that the 
Sixth Five Year Plan for 
major ports has been finalised 
and a sum of Rs 531 crores 
has been allocated for the 
development of major ports. 
Some of the important deve¬ 
lopment schemes of major 
ports expected to be com¬ 
pleted during the current Plan 
period are : (i) Installation of 
container handling facilities at 
Bombay, Cochin and Madras; 
(ii) Acquisition of cargo hand¬ 
ling equipment by the ports, 
and (iii) Construction of new 
berths with modern facilities 
at Kandia, Mormugao, 
Mangalore, Paradip, Tuticorin 
and Visakhapatnam. 

The Minister placed a state¬ 
ment on the table of the 
House indicating details of 
allocation for each of the 
major ports for the Sixth 
Plan period which are as 
under: 


Name of Port 


Vfzag Lead Smeltar 

The Central Government has 
approved the proposal of the 
State-owned Hindustan Zinc to 
expand the capacity of 
Visakhapatnam Lead Smelter 
from 10,000 to 22,000 tonnes 
per annum. The project is 
estimated to cost Rs 6.2 crores. 
The project is expected to 
be completed by 1983-84. Its 
capacity utilisation would he 
60 per cent in the first year 
of operation and 80 and 90 
per cent in the second and 
third years resj^clivcJy. The 
total lead smelting capacity of 
existing Tundoo Plant and ex¬ 
panded Vizag Plant would be 
27,000 tonnes per annum bv 
1985-86. 

The expanded plant en¬ 
visages a separate sulphuric 
acid plant for the sinter 
machine. Adequate measures 
have been taken for pollution 
control. Provision has been 
made for augmenting gas 
cleaning capacity for the lean 
gas at sinter macninc dis¬ 
charge to arrest particulate 
matter. The liquid effluents, 
which would be coming out 
of the lead plant, would be 
neutralised in the effiuent treat¬ 
ment section, being augmented 
to meet the prescribed norms 
for the effluent discharge. 
After the expansion of the 
smelter, the production of lead 
and related by-products is ex¬ 


pected to be increased consl^ 
dcrabJy. The lead production 
is likely to increase from 9,000 
tonnes to 19,800 tonnes; silver 
from 11,820 to 26,000 kilo^ 
grammes; sulphuric acid froi^ 
6,380 to 16,200 tonnes am 
copper from nil to 2,400 
tonnes at 90 per cent capa¬ 
city utilisation. 

The production of primary 
lead in the country was 14,923 
tonnes in 1980-81, exceeding 
the target by 923 tonnes. It 
is expected to be 16,200 tonnes 
in 1985-86. There would be 
a gap of 42,400 tonnes ir 
1985-86 and 53,700 tonnes ir 
1989-90 as against the csti 
mated demand cf 58,60( 
tonnes in 1985-86 and 69,90( 
tonnes in 1989-90. Hindustar 
Zinc has taken a number o: 
measures to reduce the gdf 
between the demand ant 
supply of lead, including ex 
pansion of Agnigundala leat 
mines in Andhra Pradesh 
development of Rajj'>ura 
Da riba and Zawarmala lead 
zinc mines in Rajasthan ant 
Sargipalli lead deposit ii 
Orissa. 

Swiss Assistance 

The Swiss Dcvelopmcn 
Assistance Programme wa 
reviewed between the re 
presentatives of the Swis 
Development Agency ani 
the Department of Economt 
Affairs recently. The Swis 
Development Agency has in 
dicated that a total of S. Fi 
28 million (approx Rs 11.9 
crores) would be available fc 
technical cooperation projed 
over the years J 981-84. Laf 
year, the Swiss Developmei 
Agency also extended grai 
assistance worth S. Fr. 4 
million (approx Rs 20 crort: 
to finaiice rural developmet 
operations and studic 
through the Agricultural R 
finance Development Corpori 
tion (ARDC) wnich aims i 
benefit ling small farmers, ar 
increasing sccio-econoih 
benefits by ARDC \r rur 
development. 

The Swiss Developme 
Agency is extending assistan 
to India mainly in the fiel 
of cattle and goat breedin 
precision tool and die makir 


Outlay 1980-81 

{Rupees in crores) 


1. Calcutta Port 30.30 

(a) Haldia Dock 21.45 

(b) Haldia Dredging 11.52 

(c) Bagiralhi-Hooghly 

River Training Works 19.73 

2. Bombay Port 68.78 

(a) Nhava-Sheva 30.00 

3. Madras Port 54.18 

4. Cochin Port 49.52 

5. Visakhapatnam Port 71.33 

6 . Kandia Port 46.42 

7. Mormugao Port 25.05 

8 . Paradip Port 45.31 

9. New Mangalore Port includ¬ 
ing Kudremukh Iron Ore 

Project -^1.84 

10. Tuticorin Port 25.57 

Total 531.00 
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Ironies design technology, 
lining in tropical sericulture 
bio-chcmical engineering 
t]pcarch. A number of new 
l^ojects in the fields cF scri- 
j^lture, rural development, 
iAttle-breeding, forestry, and 
!pt Institute of Rural Manage- 
j|tent were also discussed in 
j^ts review. 

asich Repair 
Pforksbop at Bhepal 

The Union Minister for 
Railways, Mr Kedar Panday, 
Sid the foundation stone of 
JT coach reptiir workshop at 
Shopal recently. The work- 
:^op is to be built in two 
iimascs. When the first phase 
completed, the Workshop 
will employ 4,000 persons and 
Overhaul four passenger 
loaches every day. On com- 
Metion of the second phase, 
^he overhauling capacity would 
Increase to eight coaches per 
jay. The workshop is ex¬ 
pected to start overhauling 
|oachcs after about four years 
jrom now. 

i For servicing their rolling 
stock, which includes about 
35,000 passenger couches, the 
Railways have been trying to 
^crease their servicing faci¬ 
lities. There arc at present 
301 loco sheds and 444 car- 
Hage and wagon sick lines 
and central repair depots, 
while periodical overhaul is 
binder taken in 46 workshops, 
however, these facilities have 
proved inadequate. New work- 
ilhops for periodical overhaul 
gre, therefore, being set up 
jit Bhubareswar, Tiriipali 
pnd Guntapulli. 


Pural Electrification 
Jn Sikkim 

* The Sikkim Government has 
•dgned an agreement with the 

? Lural Electrification Corpora- 
ion Limited for a loan of 
tos 9.4 crores for its rural 
J^velopment programme. Ac¬ 
cording to the Additional Chief 
^Engineer, State Power Depart- 
fnent, Mr L.P. Tewari, the 
»j|oan cirrics an interest of 
jpix per cent and has to be 
jpepaid over a period of 35 

f ars, starting from 1985. 
The Additional Chief Engi- 
cr indicated that the money 


was to be used to electrify 
30 villages in the State over 
a five-year period. He said 
already 75 of the 500 odd 
villages in the State had been 
electrified or were in the pro¬ 
cess of electrification. This 
is the first time the Rural 
Electrification Corporation has 
granted such a loan to the 
State. 

Mr Tewari outlined the 
number of schemes the State 
Government was implementing 
to increase the supply of power 
in the State. He revealed that 
the present shortfall in supply 
was about 20 per cent but 
that by the next winter the 
supply position would im¬ 
prove considerably. Accord¬ 
ing to Mr Tewari, the supply 
would improve by the end of 
April this year after the re¬ 
novation of the .lali power 
house was completed. He 
indicated th^ t the work wrs 
in its final stages and it was 
expected that the power house, 
which was shut down for 
work in September 1979, 
would Sturt generating 2.1 
megawatt by April-end. 

Haryana Package 
for Enterpreneurs 

A composite package ser¬ 
vice will be provided to entre¬ 
preneurs in Haryana under the 
new pattern of one-point con¬ 
tact service, and is expected 
to speed up the process of 
industrialisation in the State, 
this was stated by the 
Director of Industries, Haryana 
Mr Dhanendra Kumar, at a 
meeting of the representatives 
of Punjab, Haryana and Delhi 
Chamber of Commerce and 
Industry recently. 

The Industries Director also 
informed the industrialists that 
the Stale Government has con¬ 
stituted a high-power Co¬ 
ordination Committee for 
Industries headed by the Chief 
Secretary for coordinating the 
activities of different depart¬ 
ments and corporations con¬ 
cerned with sanction for allot¬ 
ment of land, electricity and 
finance so that clearances are 
given speedily. It will meet 
once in a month to discuss 
the progress of the cases. 

While extending invitation 
to entrepreneurs for setting up ^ 


industries in karyana, iie in¬ 
dicated that the committee 
would identify new industrial 
locations in the State which 
could be developed. 

Earlier, Mr B.D. Kapur, 
Chairman of the Haryana 
Committee of the Chamber, 
suggested that the present 
scheme of incentives in 
the State should be 


reviewed anci made ai 
attractive as in the States like 
Maharashtra and Gujarat. He 
also pleaded that units with 
investment of more than one 
crore rupees in the backward 
areas should be offered attnx- 
tive terras. He also suggested 
that a fresh survey of the 
industrial potential of the 
Slate should be conducted. 


GOVERNMENT OF INDIA 

6.25 PER CENT. LOAN, 1987 TO BE ISSUED AT 
RS. lOO.O:) PER CENT. AND REPAYABLE AT 

PAR ON 27TH APRIL 1987. ^ 

7.25 PER CENT. LOAN. 1997 TO BE ISSUED AT 
RS. 100.10 PER CENT. AND REPAYABLE AT 
PAR ON 27TH APRIL 1997. 

8.00 PER CENT. LOAN 2011 TO BE ISSUED AT 
RS. J00.00 PER CENT. AND REPAYABLE AT 
PAR ON 27TH APRIL 2011. 

Subscriptions to the above loans will be received simultanccusly in 
the form of cash/cheque and will be limited to a total of Rs. 600 crcires. 
Government reserves the right to retain subscriptions upio ten per cent, in 
excess (f the rutified amount. 

2. Subscriptions will be received only on the 27th April Il'Kl upto 
the close of Banking hours. In the event of a holiday being dec I red by 
an> State Government undei Ncg.>iiablc Instruments Act, l».si on that 
day, the subscriptions wj:l be accepted at the concerned receiving ifTces 
in that state upto the close of Banking hours on the following work¬ 
ing day. 

.t. If the total subscriptions received for the li>ans exceed the noti¬ 
fied amount plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the loans on a proportionate basis 
and the balance refunded in cash as soon us pcssible. 

4. Interest on all the above mentioned loans will be paid half- 
yearly on the 27th October and 27th April. 

5. Interest on the loans now issued together with interest on other 
previous Government securities and income from other approved invest¬ 
ments will be exempt from inccmc-tax subject to a limit of Rs. 3,000 per 
annum and subject to other provisions cf Section SOL of the Income- 
tax Act, 1961. The value of the investments in the loans now issued to¬ 
gether with the value of other previous investments in Government secu¬ 
rities and other investments specified in Section 5 of the Wealth tax Act 
will also be exempt from the Wealth tax upto Rs. 1,50,(K)0/-. 

6 Applications for the new loans will be received at : 

(a) offices of the Reserve Bdnk of India at Ahmedabad, 
Bangalore. Bombay (Fort & Byculla). Calcutta, Hydera¬ 
bad, Jaipur, Kanpur, Madras, Nagpur, New Delhi and 
Patna ; and 

(b) branches of the State Bank of India at all places in India 
except at (a) above. 

7. Securities will be issued in the form of Promissory Notes or Stock 
Certificates. The advantages of investing in the form of Stuck Certificates^ 
are as under : 

(i) ft is safer than a Government Promissory Note as the name 
of the holder is registered in the books of the Public 
Debt Office. 

(ii) The Stock Certificate will be sent to the applicant direct by 
registered post by the Public Debt Office. 

(iii) The half-yearly interest will be remitted to the holder direct 
by an interest warrant drawn at par on any Treasury or 
State Bank branch indicated by the holder. If the holder so 
desires, the interest will be remitted by Money Older after 
deducting the commission charges. In respect of Stock 
Certificate where the net amount of interest to be remitted 
is less than Rs. 20/-, no money order commission will 
be charged. 

(iv) If the holder wishes to sell his securities, he can do so 
by completing and signing the transfer form printed on the 
reverse of the Certificates in the manner prescribed 
therein. 

(v) Government Promissory Notes in exchange for the Stock 
Certificate can be obtained by applying to the Public Debt 
Office and on payment of a nominal fee for each new f 
note required. 

8. For any further clarification, please apply to any of the offices 
or branches mentioned in paragraph 6 above. 
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TISCO 

The Tata Iron Steel Company 
Limited (TISCO), which re¬ 
presents a little over 17 per 
- cent of the installed saleable 
; steel capacity in the country, 
excluding mini-steel plants, 
has contributed nearly 25 per 
cent of the total saleable steel 
produced in 1980-81, Mr Russi 
Mody, Vice-Chairman and 
Managing Director, stated 
recently. Explaining the 
operating results of the steel 
plant at Jamshedpur during 
the financial year just ended, 
.Mr Mody said that the total 
saleable steel output at 1.537 
million tonnes represented 101 
^per cent of TISCO's installed 
capacity of 1.524 million 
tonnes. It was 90,000 tonnes 
or 6.2 per cent more than 
the preceding year’s produc¬ 
tion of 1.447 million tonnes 
and showed that success could 
be achieved even in the face 
of odds which, though not as 
heavy as in 1979-80, posed a 
number of problems in the 
shape of coal and power 
shortages from outside 
sources, as also transport bot¬ 
tlenecks and other distrac¬ 
tions such as a short-lived 
contract labour agitation this 
year. 

f Consistency of TISCO’s 
peak performance, he added, 
was also reflected in its annual 
output of saleable steel for 
the last seven years which 
averaged about 100 per cent 
of its installed capacity. This, 
he observed, was possible be¬ 
cause of the high morale of 
the permanent work force, 
enduring industrial harmony, 
a high premium on plant main¬ 
tenance and a proper organi¬ 
sational encouragement to in¬ 
novation, improvement and 
individual ingenuity, both in 
• regard to processes and pro- 
^ ducts. 

The rise in the output of 


saleable steel, Mr Mody point¬ 
ed out, was matched by im¬ 
proved performance in mines 
and eollicries and also in 
primary production depart¬ 
ments particularly in coke 
ovens, blast furnaces and steel 
melting shops. For example, 
raw coal production in TISCO 
collieries totalled about 2.2 
million tonnes or 6.23 per 
cent more than in 1979-80. 
While output of iron ore im¬ 
proved by about 14 per cent 
at 2.96 million tonnes, hot 
metal (iron) production was 
1.65 million tonnes (8.7 per 
cent more) and steel ingots 
1.88 million tonnes (5.3 per 
cent more). Sinter production 
in the plant reached an all- 
time high at 1.25 million ton¬ 
nes. The month of March 
was replete with a number of 
records both in production and 
despatches. 

Captive Power 

Generation in captive power 
plants of TISCO reached its 
peak at about 70 MW or 
over 92 per cent of its in¬ 
stalled capacity, an achieve¬ 
ment unmatched anywhere else 
in India. What was parti¬ 
cularly heart-warming, accord¬ 
ing to Mr Mody, was the 
lowest fuel rate in the history 
of the steel plant at 12 kilo 
calories per tonne of finished 
steel and also the lowest coke 
rate at 775 kg per tonne 
of hot metal which, in itself, 
was a feat when viewed in the 
light of the high ash content 
of Indian coking coal. These, 
he added, were TISCO’s con¬ 
tributions to solving the plagu¬ 
ing energy problem of the 
country. 

Refuting the press report 
that TISCO has sold in 
1980-81 lower tonnage of 
saleable steel than in the 
previous year, Mr Mody, 
stated that TISCO had actually 


sold 15,000 tonnes more than 
in 1979-80. Saleable steel 
sold in 1980-81 was 14,10,000 
tonnes as against 13,95,000 
tonnes in 1979-80. 

Garware Shipping Enters 
Capital Market 

Garware Shipping Corpora¬ 
tion Ltd, will enter the capital 
market on April 27, I9S1 
with a public issue of 22.50 
lakhs equity shares of Rs JO 
each at par amounting to 
Rs 2.25 crores. The cut it c 
public issue is fully under¬ 
written. The consent from 
the Controller ofCapilal Issues 
as well as the clearance under 
the MRTP Act have al¬ 
ready been obtained. The 
issue is being made with the 
principal object of partly 
financing the expansion 
programme. During the year, 
the company proposes to 
acquire two or three vessels 
at an estimated cost of about 
Rs 18 crorcs. The major 
expansion has been under¬ 
taken in view of the extremely 
favourable long term pros- 
I>ects of the company. 

Apiirt from financing the 
expansion scheme, the pro¬ 
posed public issue will bring 
down the holding of Garware 
Nylons Ltd, in the capital of 
the company to 40 per cent 
from 99.99 per cent and thus 
the compiiny will become a 
full fledged public limited 
company. In addition to the 
above expansion, the com¬ 
pany has also signed a letter 
of intent w»th M/s Hindustan 
Shipyard Lid, Visakhapatnam» 
for the construction of two 
standard type bulk carriers of 
27,000 DWT each. 

During 1979-80, all the four 
ships of the company have 
operated for the full year. 
The sharp upswing in the 
freight market and elTective 
and efficient operation of its 
fleet have enabled the com¬ 
pany to bring about excellent 
results. For tlie year ended 
September 30, 1980, the gross 
profit has gone up to Rs 154.62 
lakhs from Rs 68.22 lakhs 
in 1978-79, representing an 
increase of 126.65 per cent. 
The freight earnings have leapt 
by 67.31 per cent to Rs 650.37 


lakhs from Rs 388.72 lulM 
in the previous year. , 

This company is one 
addition to the House ic||| 
Garwares. Garware Nylon 
Limited, Garware Paints Lii^ 
ted. Garware-Wall Ro|n^ 
Limited, Garware Plastics nUii 
Polyester Pvt Ltd, are soniit 
of the major industrial unil^ 
managed by the GarwarfS; 
The management of the coitt: 
pany vests with the Board dl 
Directors under the Chaii^ 
manship of Mr B.D. GanvarO 
It has a well qualified andd 
highly professional team 
executives. It has also i 
sound technical team to mai# 
lain its vessels in good operjH^ 

lional condition. ') 

■ 

Narmada Cement 

Narmada Cement which 
entering the capital markll 
on May II with a publlj 
issue of equity and prefereiM 
shares, hopes to commissiOf 
its clinker grinding unit & 
MagdaIla. near Surat, in Julj 
next. Its clinker manufacturii^ 
unit at Jafrabad, Saurashtid 
and another clinker grindi^ 
unit at Ratnagiri ap 
expected to commence pro 
daction in September 1981 
The Magda I la plant will u'sli 
indigenous or imported clinke 
and produce cement till clinte 
is available from the Jafrabftt 
unit. ! 

I'lie company, which is set 
ting up a project to man^ 
facturc annually one millid) 
tonnes of cement, will us 
prc-calcinalion technology ad< 
dry process. The proceS 
developed by Fuller Compan 
of America is most suitafil 
to Indian conditions, as i 
reduces the total investmen 
cost and also the operatij^ 
costs, it is claimed. 

The clinker producing uii^ 
at Jafrabad will have a cape 
city of one million tonni 
and two clinker grindio 
units, one located at Magdalh 
capacity 6.64 lakh tonnes aii 
another at Ratnagiri, capacil 
3.34 lakh tonnes. As all 
three plants are situated 6 
the west coast, sea trnnsportt 
tion of clinker and coal : 
expected to help in reduciti 
costs. The grinding uni' 
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located near consuming 
centres and therefore des¬ 
patches of cement would be 
largely by road. 

The company, which has 
been promoted by C’howt^nles. 
jointly with the Gujarat 
JCiOvernment, would eel the 
revised relent itn* prict of about 
Rs 209 per tonne of cement. 

management feels that 
:he company would start carn- 
, Ing and pay dividend from 
' the second or third year of 
i. Us operations. According to 

V Mr Ashok ('lu>\vgulc, Manag- 
^ ing Diicctor of the company, 
II the plant when completed, will 
I, be the biggest eeincnl unit in 

the counliy employing scvc- 
1 ^ ral modem concepts, 
y The company's project is 
n estimated to cost Rs 56. II 
c crorcs and is being financed 
>1 through the share capital of 
Rs 11.50 creres Rs 10 crorcs 
fl in equity shares ar?d Rs 1.50 
« crores in preference shares- 
^ and term loans of Rs 44.91 
^ crorcs. Of the equity capital, 
|V shares of Rs 3.47 crorcs arc 
“ being subscribed for by the 
Chowgulcs, and worth about 
j; Rs 1.73 crorcs by the Gujarat 
X Government. The balance of 
•n the equity shares of Rs 4.80 
;i crores and preference shares 
j( of Rs 1.50 crores are being 
fi offered for public subscription. 

V 

increased Dividend by 
^ Hercules Hoists 

The Directors of Hercules 


^ Hoists iJd, propose to raise 
J the equity dividend to nine 
per cent for the year ended 
* August 31, I980‘ fjom 7.5 
f per cent paid for the preceding 
I year. Sales have gone up 
jl from Rs 1.65 crores to Rs 2.05 
crores and the gross profit 
Hi from Rs 13.28 L khs to 
to Rs 17.41 lakhs. The pre-posed 
ks; dividend will absoihRs 2.70 
lakhs i^gaiusl Rs 2.28 lakhs 
in the preceding year. 

Ip India Foils 

Sales of India Foils Limited 
I has amounted to Rs 19.42 
\ croreB for the year 1980 and 
; th^ir'pfofil after depreciation 
" before tax is Rs 1.85 
„Prores. The depicciation has 
? amounted to Rs 20.1 lakhs. 


SASTERN EtoNOMlST 


DEVELOPMENT ORIENTED COINS on 

RURAL WOMEN'S 
ADVANCEMENT 


100 Rupees 

60% Silver 
44 mm. ^5 gm. 


100 * 




10 Rupees 

Cupro Nickel 
30 mm 25 gm. 


UNCIRCULATED COINS Two coins set, consisting of one l00*Rupee and 

one 10'Rupee coin at Rs. 135/- per set. Single 
100-Rupee coin atRs. 120/- and single 10 Rupee 
coin at Rs. 15/- Packing and forwarding charges 
extra, atRs. 10/- upto four coins or two sets; 
Rs. 15/- from five to ten coins or three to 
five sets. 


SALE TERMS 


BOOKING LIMIT 

booking 

DELIVERY 


Full advance remittance including packing and 
forwarding charges payable at the Mint Counter 
OR bv Postal Order/Money Order/Demand Draft 
on Bombay Branch of any Bank in favour of the 
'General Manager, India Government Mint', so 
as to reach on or before 9th May, 1981. 
Remittances received after this date will not be 
accepted. 

Only 5 sets per individual coin collector 
Organisation of repute may place bulk orders. 

From 6th April to 9th May, 1981—between 
10 30 A M and 12 30 P M. on all Mint working 
days. 

OUT-STATION : From 3rd August, 1981 


LOCAL : From 1 St July. 1981 between 
3.00 P.M. and 4 00 P.M. 
on all Mint working days, subject to 
to availability of sets 


ALL TRANSACTIONS SUBJECT TO BOMBAY* JURISDICTION. 

ORDER ONCE ACCEPTED CANNOT BE CANCELLED UNDER ANY 
CIRCUMSTANCES. 

3. THE MINT RESERVES THE RIGHT NOT TO ACCEPT AN ORDER EITHER 
IN WHOLE OR IN PART. 

4. THE MINT ALSO RESERVES THE RIGHT TO STOP THE BOOKING AT ANY 
TIME WITHOUT NOTICE. DEPENDING UPON THE PRODUCTION CAPACITY 
OR ABNORMAL RISE IN THE PRICE OF SILVER. 

5. THE PURCHASE OF ABOVE COINS/SETS WILL NOT BESTOW PERMISSION 
FOR EXPORT THEREOF WHICH IS REGULATED BY SPECIAL ORDERS 
ISSUED FROM TIME TO TIME. 

INDIA GOVERNMENT MINT. BOMBAY 


davp 80/514 

Ann,; 
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After providing Rs 97.75 lakhs 
, for taxation and Rs 17 lakhs 
^ for investment allowance re¬ 
serve and the surplus available 
for appropriation is Rs 70.20 
lakhs. The Board of Directors 
has recommended the pay¬ 
ment of a dividend of Re 1.60 
per share which is equivalent 
to 16 per cent less tax and 
this will absorb Rs 30.40 
lakhs leaving a balance of 
Rs 39.80 lakhs to be trans¬ 
ferred to general reserve. 

Goodlass Nerolac Paints 

The Directors of Goodlass 
Nerolac Paints Ltd have pro¬ 
posed to pay a final dividend 
of Rs 1.20 per share, in addi¬ 
tion to the 80 paise paid as 
an interim dividend. The 
total, thus, amounts to Rs 2 
per year, as against Rs 1.60 
paid for the previous year. 

The Directors have also re¬ 
commended the issue of 
' 10,80,000 equity rights shares 
of Rs 10 each for cash at 
par to the existing sharc- 
^ holders in the ratio of one 
rights share for every two 
shares held. 

Reckitt & Colman's 
Bonus Issue 

The Board of Directors of 
Reckitt and Colman of India 
Limited has recommended a 
dividend of 18 per cent subject 
to deduction of lax for the 
year 1980 for approval at the 
forthcoming annual general 
meeting of the company. 

The total dividend distri¬ 
bution for the year, based on 
the recommendation, amounts 
^to Rs 44.95 lakhs. After 
making necessary provision for 
dividend a sum of Rs 52.72 
lakhs was transferred to the 
general reserve. 

The Directors have recom¬ 
mended the issue of bonus 
shares of Rs 10 each fully 
paid in the ratio of one equity 
share for five existing equity 
shares for approval at the 
general meeting. 

According to company 
sources, profit before tax for 
the year ended .January 3, 
1981 was Rs 226.21 lakhs rc- 
presenting an increase of 27 
' per cent over the previous 
year. After providing for 
taxation Rs 125 lakhs, the 


profit available for appropria¬ 
tion amounted to Rs 97.67 
lakhs. Total sales for the 
53 weeks ended January 3, 
i98l at Rs 19.96 crores show 
an increase of 23 per cent over 
the previous year. 

Haryana Steel & Alloys 

Haryana Steel and Alloys 
Limited, have during the year- 
ended December 1980, achieved 
the record production of 
25,820 tonnes of steel ingots. 
Sales turnover during the year 
increased from Rs 381.95 lakhs 
to Rs 879.56 lakhs which is 
130 per cent more than th^ 
previoua year. The net profit 
for the year after providing 
Rs 6.99 lakhs for depreciation 
has amounted to Rs 110.66 
lakhs as against Rs 35,83 
lakhs in the last year. After 
setting off previous year's 
losses, a sum of Rs 51.60 
lakhs was available for appro¬ 
priation out of which Rs 5.62 
lakhs have been provided lor 
investment allowance re¬ 
serve and Rs 5.70 lakhs set 
apart for dividend on pre¬ 
ference shares for the years 
1977 to 1980. Out of the 
balance Rs 40 lakhs have 
been transferred to ‘‘general 
reserve" which was neces¬ 
sary in view of the incieasing 
need for internally geiiciated 
resources for financing the 
planned growth of I he com¬ 
pany. Ihe expansion and 
diversification scheme of the 
company, the total capital eosl 
for which is estimated ; I 
Rs 240 lakhs, envisages 
modernisation and provision 
of sophisticated facilities in 
rolling mill department, the 
provision of mechanisation in 
scrap yard as well as installa¬ 
tion of an oxygen plant. 

Capital & Bonus Issues 

Eighteen companies have 
been allowed to raise capital. 
The details arc as follows: 

Bonus Issue 

Siindoz (India) Limited 
Rs 1,00,00,000 in fully paid 
equity shares of Rs 10 each 
in the ratio of 2:5. 

Telangana Spinning and 
Weaving Mills Limited : 
Rs 15,87,250 in fully paid 
equity shar*?s of Rs 10 each 
in the ratio of 1 ;2. 


The Motor and General 
Finance Limited: Rs 75,00,000 
in fully paid equity shares of 
Rs 10 each in the ratio of 
1 : 2 . 

Rubrolibrc Pvt Limited: 
Rs 8,00,000 in fully paid 
equity shares of Rs 100 each 
in the ratio of 1:1. 

The KCP Limited : Rs 
2,54,330 in fully paid equity 
shares of Rs 10 each in ihe 
ratio of 1:2. 

The Rnjcndra Ct>Hccs Limi¬ 
ted: Rs 400,(XJ0 in fully paid 
equity shares of Rs 5 each in 
the ratio of 1:1. 

Further Issue 

Muk:ind Iron and Steel 
Works IJmited : Issue of 
100,000 secured debentures of 
Rs 100 each for cash at par 
to the existing Indian resident 
equity share holders as rights 
on pro-rata basis. The pro¬ 
ceeds of the issue will be 
utilised to meet the working 
capital needs of the company. 

Carbonates (India) Limited: 
Issue of equity and preference 
shares of the total face value 
of Rs 174,74,430 to the former 
shareholders of M/s Budge 
Budge .hite and Industries 
Limited, in accordance with 
the scheme of amalgamation 
as approved by the High 
Court at Calcutta. 

I VP Limited : Issue of 
.138,800 equity shares of 
Rs 10 each for cash at a 
premium of Rs 5 per equity 
share to the existing equity 
shareholders as light in the 
ratio of 1:3. The proceeds of 
this issue will be utilised to 
meet the working capital needs 
of the company. 

Telangana Paper Mills Limi¬ 
ted: Issue of equity shares 
worth Rs 180 lakhs, inclusive 
of the equity capital, already 
raised, for cash at par. The 
proceeds of the issue are to 
be utilised to meet, in part 
the capital cost of the project 
for the manufacture of writing 
and printing papers, in the 
iactory to be set up in 
Khiimmam Disfrict, Andhra 
Pradesh. 

Aegis Chemical Industries 
Limited: Issue of equity shares 
of Rs 749,000 and II per 
cent redeemable bonds of 
Rs 12,00,000 to the former 
shareholders of M/s Everest 




Refrigerants Limited in terms 
of and in accordance with tte 
scheme of amalgamation Si 
approved by the High CoiUrt 
at Bombay. / 

Mahavir Spinning 
Limited: Issue of 410 , 00 $, 
fully paid equity shares of 
Rs 10 each to financial insti¬ 
tutions consequent on theif 
exercising the option to C<HJ- 
vert 20 per cent of the tetm 
kxin into equity shares. 

The Titaghar Paper Mills 
Co Limited: Issue of secured 
debentures for Rs 100 lakh^ 
for cash at par. The proceeds 
of the issue arc to be utilised 
to meet the increased workinf 
capiti.I requirements of tht 
company. 

Straw Products Limited 
Issue of secured partially con¬ 
vertible debentures of the valut 
of Rs JO crores for cash ai 
par. The proceeds of th( 
issue are to be utilised tc 
meet in part, the capital coSi 
of the cement project to bc 
set up in Sirohr, Rajasthan. 

Premier Irrigation Equip¬ 
ment Pvt Lid: Issue of 22,^ 
equily shares of Rs l(X) each, 
lor cash at a premium oJ 
]Rs 40 per share, to the exist¬ 
ing shareholders on pro-rata 
basis. The proceeds of the 
issue arc to bc utilised to 
nice I the increased working 
capital lequiiemenls. 

Kap Chem Limited: Issue 
of Rs KK) lakhs worth of 
equity shares for cash at par. 
The proceeds of this issue will 
he utilised to finance the pro¬ 
ject for manufacturing acetic 
acid. 

MIPCO Seamless Rings 
(Giijaiat) Limited: Issue of 
25,00,r<i0 equity shares of 
Rs 10 each for cash at par, 
as under : (a) promoters: 
Rs lOl) lakhs, (b) public : 
Rs 150 lakhs. 

Extension of Redemption 

Kesoiam Industries and 
Cot Ion Mills Limited: To 
extend the date of redemption 
from 31.3.81 to 31.3.91 of the 
existing 15,0(K) 7.75 per cent 
registered debentures of Rs 
1000 each. The rate of interest 
will also stand enhanced from 
7.75 per cent to 13.5 per cent 
with effect from April 1, 
1981. 
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Economic Census 1980: 
provisional Results 


RECORDS 


AND 


STATISTICS 


PUlCCORCI NCi TO provisional 
Results based on quick manual 
|tebulation of the economic 
^wnsus carried out in 1980, 
llhere arc 18.39 million enlcr- 
J|prises engaged in different cco- 
activities other than 
^icrop production and planta¬ 
in lions in the country, excluding 
^ Assam. 

1 The enterprises have usual 
r employment of 51.70 million 
Iversons. Nearly 61.2 per 
Npent of the enterprises are 
^ from rural areas and they 
^account for 46.4 per cent of 
I the total employment. Own 
'Recount enterprises form 74.1 
i i^r cent of all the enterprises. 
^ Establishments employing at 
least one hired worker con- 
j Btitute the remaining 25.9 per 
I tent of the enterprises. 


Rural Predominance 


r The non-agricultural enter- 
i prises form 91.9 per cent of 
' W1 the enterprises and account 
' Tor 94.5 per cent of total 
^iployment. As many as 
' |58.9 per cent of the non- 
t Agricultural enterprises, cm- 
*ploying 44.3 per cent of the 
^total number of persons us- 
jually working, are in luraJ 
cgfcas. The own account 
jtnterpriscs in the non-agricul- 
htural sector form 73.3 per 
|i«it. The remaining 26.7 per 
"cent of the enterprises employ 
pt least one hired worker on 
regular basis. Of the own 
^jjkccount cntei^rises in the non- 
y|gricultuialj||iector, 63.1 per 
Iccent are locked in rural areas 
aand the remaining 36.9 per 


cent in the urban areas. On 
the other hand, among the 
enterprises employing at least 
one hired worker, only 47.5 
per cent are concentrated in 
the rural areas and the re¬ 
maining 52.5 per cent are in 
the urban areas. 

Among the agricultural 
enterprises other than crop 
production and plantations, 
82.8 per cent arc carried out 
without employing any hired 
workers and of these, 87.9 
per cent arc in the rural 
arcus. 


UP’S Share 

Uttar Pradesh with 11.8 per 
cent of the enterprises accounts 
for the largest share in the 
countjy. About 50 per cent 
of the enterprises, both in 
terms of number as well as 
usual employment, are con¬ 
centrated in the States of 
Uttar Pradesh, Maharashtra, 
West Bengal, Tamil Nadu and 
Andhra Pradesh. 

The proportion of enter¬ 
prises employing at least one 
hired worker, to all enterprises 
in the State in the non-agri- 
cultural sector varies from 
Stale to State. This ranges 
from about 21 per cent in 
Haryana and Madhya Pra¬ 
desh to 58.6 per cent in 
Nagaland. 

As many as 18.5 per cent 
of the enterprises are operat¬ 
ed without any premises, the 
variation being 9 to 28 per 
cent in different States. The 
enterprises arc largely (92.1 
per cent) perennial in nature. 


The enterprises working with¬ 
out power constitute 81.4 per 
cent of all the enterprises. 
Private enterprises form 88.4 
per cent of all the enterprises. 
The number of enterprises 
owned by Scheduled Castes 
account for about 9.9 i>cr 
cent of all the enterprises. 

CSO’8 Rote 

The economic census was 
taken mostly during March 
lo October, 1980, in the diffe¬ 
rent States and Union Terri¬ 
tories, along with the house¬ 
listing operations of 198] 
population census. The pro¬ 
visional results of the econo¬ 
mic census pertainingt to 11 
States and four Union Terri¬ 
tories were released in the 
last week of November 1980. 
The Central Statistical Orga¬ 
nisation of the Ministry of 
Planning has now released the 
provisional results for all 
States and Union Territories, 
excluding Assam where the 
field work is still to be taken 
up. 

The economic census as¬ 
certained the structure, nature 
of activities and number of 
persons usually working in all 
the non-agricultural enter¬ 
prises and selected agricul¬ 
tural enterprises. The agri¬ 
cultural enterprises included 
livestock production, agri¬ 
cultural services, hunting, 
trapping and game propaga¬ 
tion, forestry and logging and 
fishing but did not cover crop 
production and plantations. 
The non-agricultural enter¬ 


prises included mining and 
quarrying, manufacture, trade, 
construction, transport and 
services. 

Technical Guidance 

The Central Statistical Orga¬ 
nisation, in cooperation with 
the State statistical bureaus, 
was responsible for the plan¬ 
ning and technical guidance of 
the economic census opera¬ 
tions. The Registrar General 
and the Census Commissioner 
of India and the State direc¬ 
tors of census operations were 
responsible for the organisa- ' 
tion and coordination of field 
operations. Detailed tabula¬ 
tion of the census results will 
now be taken up in a phased 
programme. 

The all-Tndia summary of 
the number of enterprises, 
number of persons usual!v 
working and principal charac¬ 
teristics for rural and urban 
areas are given in the follow¬ 
ing tables along with State- 
wise details. 


NOTICE 

M/s. Macmillan India 
Ltd., 2/10, Ansari 
Road, Daryaganj, New 
Delhf-110002 have been 
appointed as Special 
Agents for EASTERN 
ECONOMIST. 

—Chief Executive 


ilASnitN BCX)NOIllST 


Aii^ 47* 

\ I!; ‘.M ' .VriA. .1'’i '•J'. 


1032 



BmiMtife tin : 'Saamary ^ Vcsidts— AH 




Rural 


Urban 

Totd 

Niimhe#- 



Number 

O/ 

✓ It 

Number 

% 

, ■' 

I. 

NoD-agricultural entreprises 





16,902,157 

(I00.«^ 


(a) Total 

9,960,912 

(100.0) 

58.9 

6,941,245 

(1(K).()) 

41.1 


vi) Enterprises employing at least one hired worker 
(establishments) 

2,137,725 

(21.5) 

47.5 

2,366,729 

(34,1) 

52.5 

4,504,454 

(26.7) 


(ii) Own account enterprises 

(b) Persons usually working in enterprises 

7,823,187 

(78..5) 

63.1 

4,574,516 

(65.9; 

36.9 

12,397,708 

(73.^ 


Total 

21,651,229 

(100.0) 

44.3 

27,191,178 

(100.0) 

55.7 

48,842,4(» 
(I00.0j 

II. 

Hired workers 

Aericultural enterprises other than crop production and plantations 

9,128,437 

(42.2) 

33.5 

18,089,993 

(66.5) 

66.5 

27,218,430 

(55.7 


(a) Total 

1,289,8.57 

(lOj.O) 

86.8 

196,392 
(100.0) 

13.2 

1,486.24S 

(100.0^ 


(i) Establishments 

208,254 

(16.1) 

81.6 

47,059 

(24.0) 

18.4 

255.31* 

(17.?; 


vii) Own account enterprises 

(b) Persons usually working in enterprises 

1,081.603 

(83.9) 

87.9 

149,.333 

(76.0; 

12.1 

1.230,93* 
(82.8; 


Total 

2,323,133 

(100.0) 

81.4 

531,827 
(100.0) 

18.6 

2,854,9« 

(100.0 

III. 

Hired workers 

Agricultural and non-agricultural enterprises (I h II) 

576,360 

(2^.8) 

78.9 

154,259 

(29.0) 

21.1 

730,61* 

(25.4 


(a) Total 

11,2.50,769 

(100.0) 

61.2 

7,137,637 

(100.0) 

.38.8 

18,38g,49> 

(100,6 


(i) Establishments 

2.345,979 

(20.9) 

49.3 

2,413,788 

(33.8) 

50.7 

4,759,74 

(25;9 


(ii) Own account enterprises 

(b) Persons usually working in enterprises 

8,904,790 
(79.1> 

65.3 

4,723,849 

(66.2) 

34.7 

13,628,^ 

(74:1 


Total 

23,974,362 

(100.0) 

46.4 

27,723,005 
(100.0) 

53.6 

51.697,34 

(I00,C 

IV. 

Hired workers 

Number of enterprises other than crop production and plantations 

9,704,797 

(40.5) 

34.7 

18,244,252 

(65.8) 

65.3 

27,949,04 

(54.1 


Total 

11,250,769 

(100.0) 

61.2 

7,137,637 

(100.0' 

38.8 

18,388,40 

(100.1 


(i) Operating without premises 

2,31.3,615 

(20.6) 

67.9 

1,094,627 

(15..3) 

32.1 

3,408,24 

(I8i! 


fii) Perennial 

10,095,026 

(89.7) 

59.6 

6,840,1.39 

(95.8) 

40.4 

16.935,« 
(921 


(iii) Working without power 

9,235,977 

(82.1) 

61.7 

.5,72.3,513 

(80.2) 

.38.3 

14,959,« 

(81 


(iv) Owned by private 

9,707 514 
(86.3) 

59.7 

6,550,485 

(91.8) 

40.3 

16.257,91 

(88v> 


tv) Owned by scheduled castes 

1.353,413 

(12.0) 

74.5 

464,329 

(6.5) 

25.5 

l,n7,7» 

(^i' 


Note: Figures in l)rackets give percentage to the total. 

♦ These exclude Assam; Lahaul & Spiti districts of Himachal Pradesh: Bangalore city of Karnataka; Rewa, Mandl 
Balaghat and Bhopal districts of Madhya Pradesh; Manipur Central district of Manipur and small pockets of Andamt 
and Nicobar Islands. 
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$tate/Unioti 

iTerritory 


( 1 ) 


]|jiAndhra Pradesh 
^ihar 
"Gujarat 


■I 


ppHaryanu 

l^lfilliinachal Pradesh@ 
Jammu & Kashmir 
liKarnataka* 

??fiKerala 

J^^Madhya Pradesh** 
iMaharashtra 


plManipiirt 
Jl|jMeghalaya 
i^Nagaland 
Orissa 
^•|Punjab 
4 ^Rajasthan 
fj ^Sikkim 
11 »1ramil Nadu 

n \ 

J Tripura 
^ifvUttar Pradesh 
I^Vcst Bengal 

& N Islandstt 

* i 

:,Arunachal Pradesh 
^i^Chandigarh 
r® & N Havcii 
il|Pe1hi 

iCoi^ Daman & Diu 
|R ^Lakshadweep 
^ ^Mizoram 
£ tPondiehei i v 


(Rural and Urban) 


Enterprises 


Persons usually working 

4 

Total 

Agricultural 

Non- 

agricultural 

All 

enterprises 

Agricultural 

enterprises 

Non- 

agricultural 

enterprises 

(2) 

(3) 

(4) 

(5) 

(fi) 

(7) 

17,03,231 

1,49,014 

15,54,217 

46,00,023 

3,47,770 

42,52,253 

10,34,879 

50,445 

9,84,434 

26.09,422 

87,869 

25,21,553 

11,73.901 

2,68,018 

9,05,883 

35,35,.372 

4,66,689 

30.68,683 

3,18,579 

12,168 

3,06,411 

9,68,936 

24,097 

9,44,839 

1,37,085 

6,880 

1,30,205 

3.36,820 

14,168 

3,22,652 

2,19,449 

15,013 

2,04,436 

5,13,673 

30,576 

4,83,097 

J2,1'5,II3 

1,46,066 

11,39,047 

33,21,990 

3,86,030 

29,35,960 

9,27,184 

.54,205 

8,72,979 

25,35,237 

89,473 

24,45,764 

12,35,8^? 

88,570 

11,47,318 

29,16,778 

1.66,924 

27,49,854 

19,53,986 

1,49,103 

18,04,883 

67,91,240 

2,54,820 

65,36,420 

8,632 

538 

8,094 

30,367 

1,141 

29,226 

33,064 

2,552 

30,512 

1,08,819 

6,539 

1.02,280 

17,641 

610 

17,u31 

86,715 

1.374 

85,.34I 

8,05,389 

52,651 

7,52,738 

19,15,426 

91,645 

18,23,781 

4,61,238 

15,106 

4,46,132 

12,86,847 

27,^89 

12,59,358 

9.67,395 

1,08,720 

8,58,675 

22,32,151 

1,70,119 

20,62,032 

8,269 

745 

7,524 

30,363 

1,296 

29.067 

17,50,696 

1,11,903 

16,38,793 

49,43,818 

2,03,513 

47,40,305 

53.214 

2,029 

51,185 

1,3.5,373 

3,778 

1,31,595 

21,70,065 

89,432 

20,80,633 

56,29,550 

1,59,060 

54,70,490 

17,10,932 

1,43,335 

15,67,597 

52,52,.529 

2,74,319 

49,78,210 

7,932 

457 

7,475 

41,611 

1,404 

40,207 

11,087 

865 

10,222 

43,800 

2,399 

41.401 ,, 

14,805 

760 

K.045 

1,15,034 

2,172 

1,12,862 

1,883 

145 

1.738 

7,196 

350 

6,846 

2,83,722 

6.311 

2,77,411 

14,05,684 

16,212 

13,89.472 

52,168 

6,7.54 

45,414 

1,60,039 

14,922 

1,45,117 

4,635 

437 

4,198 

13,881 

1,074 

12,807 

13,387 

752 

12,635 

47,441 

1,550 

45,891 

22,957 

2,665 

20,292 

81,232 

6,188 

75.044 

1,83.88,406 

14,86,249 

1,69,02,157 

5,16,97,367 

28,54,960 

4,88,42,407 


^ 1 (rt) Excluding Lahaul & Spili district. 
^ t Excluding Manipur Central district. 

’ i 

< hactbrn economist 

I ? 


* Excluding Bangalore city. ** Excluding 4 districts out of 45 districts. 
tt Excluding small pockets. 
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State-wise Nmniterof tjaterprises wltt Selected Principal CharacterietiGs 

(Rnial and ITrban) 


State/Union Territory 


Enterpi ises 




Without 

premises 

Perennial 

Without 

power 

Owned by 

Private Scheduled 

Caste 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Andhra Pradesh 

4,n,870 

15,06.005 

13.87,495 

15,52,076 

97,623 

1 Bihar 

1,61,837 

9,60,115 

8,29,873 

8,88,297 

1,02,401 

Giyarat 

1.60,093 

10,92,369 

9,64,120 

10.38,763 

59,712. 

Haryana 

42,^0 

3,07,119 

2,43,488 

2,86,554 

34,533 

Himachal Pradcsh(ff), 

14,240 

1,15,741 

91,434 

1,10,302 

33,369 

Jammu & Kashmir 

33,000 

1,93,843 

1,59,818 

1,86,638 

13,697 

Karnataka* 

1,77,147 

11,70,615 

10,90,479 

11,06,308 

87,123 

Kerala 

1,09,350 

8,72,459 

7,47,448 

8,44,159 

33,310 

Madhya Pradesh** 

2,25,025 

11,23,329 

10,15,664 

10,66,431 

1,60,243 

Maharashtra 

3,65,369 

17,88,458 

16,01,446 

16,80,574 

1,79,32J 

Manipurf 

1,280 

7.855 

7,893 

5,942 

166 

'^Meghalaya 

4,369 

31,739 

27,881 

24,222 

1,421 

Nagaland 

1,797 

16,669 

13,620 

10,776 

65 

Orissa 

2,11,824 

7,26,350 

6,49,461 

6,85,601 

J.26,547 

Punjab 

43,020 

4.39,452 

3,61,714 

4,01,143 

58,162 

Rajasthan 

1,98,548 

9,08,049 

7,78,017 

8,43,770 

1.37,794 

Sikkim 

1,430 

7,600 

6,798 

6,231 

751 

Tamil Nadu 

3,31,626 

16,43,473 

15,11,731 

15.86,591 

1,20,972 

Tripura 

12,590 

50,927 

45,288 

42,728 

6,754 

Uttar Pradesh 

3,03,923 

20,59,564 

17,28,720 

19,61,774 

2,33,761 

West Bengal 

4,72.012 

15,21,112 

13,92,124 

15.56,219 

2,97,652 

A & N Islandstt 

2,143 

6,560 

6,670 

6.135 

— 

^Arunachal Pradesh 

1,012 

10,538 

9,458 

6,110 

241 

Chandigarh 

3,325 

14,379 

6,197 

12,730 

1,268 

D & N Havel i 

415 

1,535 

1,559 

1,374 

63 

Delhi 

45,500 

2,75,935 

2,07,644 

2,65,951 

1527,9 

Goa, Daman & Diu 

13,424 

45,880 

39,519 

47,360 

i,8io; 

Lakshadweep 

2,467 

1,758 

4,039. 

4,077 

—' 

Mizoram 

2,356 

12,964 

10,770 

9,024 

162 

Pondicherry 

4,850 

22,773' 

19,122 

20.139 

904 


34,08,242 

1.69,35,165 

1,49,59,490 

1,62,57,999 

18,17,742 


@ Excluding Lahaul & Spiti districts. * Excluding Bangalore city. »• Excluding 4 districts out of 45 districts, 
t Excluding Manipur Central district. Excluding small pockets. 
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§tate>«tse Number of Own Account Enterprises, kstatoAmonts nnd Number of Hired Persons tJsnnIlp Worfcini 

(Rural and Urban) 




Etate/ 

U.T. 

I?' 


r 



(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8; 

(9) 

(10> 

, A.P. 

13,19,589 

1,22,089 

11,97,500 

3,83,642 

26,925 

3,56,717 

21,32,339 

1.34,744 

19,97,595 

.Bihar 

8,01,222 

42,155 

7,59,067 

2,33,657 

8,290 

2,25,367 

12,73,637 

21,766 

12,51,871 

' Gujarat 

8,59,951 

2,48,598 

6,11,353 

3,13,950 

19,420 

2,94,530 

20.32,169 

36,991 

19,95,178 

i Haryana 

2,51,109 

10,639 

2,40,530 

67,410 

1,529 

65,881 

5,63,503 

6,117 

5,57,386 

;h.p.@ 

1,02,004 

5,806 

96,198 

35,081 

1,074 

34,007 

1,94,292 

4,078 

1,90,214 

' J & K 

1,44.573 

12,356 

1,32,217 

74,876 

2,657 

72,219 

2,93,557 

8,671 

2,84,886 

Kafnataka* 

9,26,038 

84,276 

8,41,762 

3,59,075 

61,790 

2,97,285 

16,51,613 

1,60.803 

14,90,810 

; Kerala 

6,05,621 

38,538 

5,67,C83 

3,21,563 

15,667 

3,05,896 

15,83,345 

38,111 

15,45,234 

: M.P.** 

9,85.2f’0 

79,187 

9,06.093 

2,50,608 

9,383 

2,41,225 

13,26,600 

16,790 

13,09,810 

■ Maha- 

1 rahstra 

13,55,320 

1,24,103 

12.31,217 

5,98,666 

25,(X)0 

5,73,666 

44.01,963 

73,709 

43.28,254 

. Manipurf 

5,401 

481 

4,920 

3,231 

57 

3,174 

16,392 

145 

16,247 

Meghalaya 

16,302 

1,533 

14,769 

16,762 

1,019 

15,743 

76,073 

2,006 

74,067 

! Nagaland 

7,383 

333 

7,050 

10,258 

277 

9,981 

49,651 

743 

48,908 

1 Orissa 

6,13,140 

43,653 

5,69,487 

1,92.249 

8,998 

1,83,251 

8,99,776 

21.037 

8,78,739 

Punjab 

3.39,620 

11,703 

3,27,917 

1,21,618 

3,403 

1,18,215 

7,20,429 

10,480 

7,09,949 

Rajasthan 

7,67,909 

1,01,068 

6,66,841 

1,99,486 

7,652 

1,91,834 

10,22.957 

13,133 

10,09,824 

‘ Sikkim 

4,663 

600 

4,063 

3,606 

145 

3,461 

21,145 

320 

20,825 

•, T.N. 

12,99,441 

90,056 

12,09,385 

4,51,255 

21,847 

4,29,408 

24,41,658 

55,277 

23,86,381 

i‘ Tripura 

38,846 

1,705 

37,141 

14,368 

324 

14,044 

72,814 

1,563 

71,251 

‘ U.P. 

16,89,273 

75,464 

16,13,809 

4,80,792 

13,968 

4,66,824 

27.32,619 

32,035 

27,00,584 

^ W.B. 

12,49,620 

1.22,555 

11,27,065 

4,61,312 

20.780 

4,40,532 

30,54,380 

76,125 

29,78,255 , 

A & N 

Islandsft 

4,544 

341 

4,203 

3,388 

116 

3,272 

31,014 

556 

30,458 

! Arunachal 

5,142 

530 

4,612 

5,945 

335 

5,610 

34,763 

1.393 

33,370 

i, Chandigarh 

9,125 

628 

8,497 

5,680 

132 

5,548 

95,170 

835 

94,33jk« 

D & N 

Havel i 

901 

89 

812 

982 

56 

926 

5,549 

214 

5,335 

' Delhi 

1,66,347 

4,168 

1,62,179 

1.17 375 

2,143 

1.15,232 

10,21,295 

5,083 

10,16,212 

Goa, 

Daman & 

- Diu 

35,376 

5,430 

29,946 

16,792 

1,324 

15,468 

1,07,651 

4.938 

1.02,713 

; Lakshadweep j,347 

339 

3,008 

1,288 

98 

1,190 

5,786 

364 

5,422 

Mizoram 

7,929 

523 

7,406 

5,458 

229 

5,229 

32,242 

451 

31,791 

Pondicherry 

13,563 

1,990 

11,573 

9,394 

675 

8.719 

54,667 

2,141 

52,526 

1,86,28,639 

12,30,936 

1,23.97,703 

47,59,767 

2,55,313 

45.04,454 

2.79,49049 

7,30,619 

2,72,18,430 


Own Account Enterprises 


Establishments Hired Persons Usually Working 

(with one or more hired workers) 


Total Agricultural Non- 

agricultural 


Total Agricultural Non- All Agricultural Non- 

agricultural establish- establish- agricultural 

ments ments establish¬ 

ments 


Cjrl] Excluding Lahaul Sc Spiti districts, 
t Excluding Manipur Central district. 

BASURN EOONOMlSr 


* Excluding Bangalore city. ♦* Excluding 4 districts out of 45 districts^! 
tt Excluding small pockets. 
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’’‘‘S tate "M* W tiiltete iaf'PitrMw Viwiny WarUac 

(Rval Entnjteiaw) 


State/Union 


Enterprises 


Persons Usually Working 


Territory 

Total 

Agricultural 

Non- 

agricultural 

All 

enterprises 

Agricultural 

enterprises 

Non- f 
agricultural 
enterprisea 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

-^ i.A 

Andhra Pradesh 

12,02.139 

1,35,376 

10,66,763 

28,03,206 

3,25.220 

24,77,9« 

Bihar 

7,12,487 

41,904 

6,70,583 

14,25,390 

67,710 

13,57,«K 

Gujarat 

6,90,303 

2,53,123 

4,37,180 

14,76,679 

4,33,545 

10.4343i< 

Haryana 

1,57,935 

8,509 

1,49,426 

3,70,144 

14,957 

3,55,1«'< 

Himachal Pradesh@( 

1,13,349 

6,582 

1,06,767 

2,28,761 

13,388 

2.15.37^ 

Jammu & Kashmir 

1,45,490 

12,160 

1,33,330 

2,79,390 

24,757 

2.54.6^ 

Kurnataka 

8,82,497 

1,36,611 

7.45,886 

19,33,511 

3,64,586 

15,68,«; 

Kerala 

7,00,750 

43,727 

6,57,023 

16,62,274 

74,332 

15,87,94? 

Madhya Pradesh** 

7,97,231 

72,689 

7,24,542 

14,38,912 

29,031 

14,09,88 

Maharashtra 

10,54,978 

1,29,247 

9,25,731 

21,54,571 

2,06,207 

I9,48,3<;> 

Manipurf 

5,943 

418 

5,525 

18,810 

937 

17,87, 

Meghalaya 

21,434 

1,919 

19,515 

49,400 

4,966 

44,4» 

Nagaland 

10,345 

466 

9,879 

55,401 

869 

54,53: 

Orissa 

6,32,002 

46,979 

5,85,023 

12,31,859 

77,590 

11,54,26' 

Punjab 

2,02,126 

8,999 

1,93,127 

4,07,018 

13,824 

3,93,19 

Rajasthan 

6,06,767 

1,00,385 

5,06,382 

10,87,553 

1,d2,670 

9,34,88 

Sikkim 

5,288 

692 

4,596 

15,326 

1,123 

14,20 

Tamil Nadu 

9,70,592 

86,882 

8,83,710 

22,19.873 

1,51,484 

20.68,38 

Tripura 

39,136 

1,922 

37,214 

82,979 

3,259 

79,72 

Uttar Pradesh 

11,43,591 

71,785 

10,71,806 

25,00,859 

1,18,768 

23,82,09 

West Bengal 

10,56,219 

1,16,770 

9,39,449 

22,51.889 

2,14,864 

20,37,02 

A & N Jslandstt 

6,090 

410 

5,680 

25,331 

1,307 

24,03 

Arunachal Pradesh 

9,345 

836 

8,509 

32,488 

2,335 

30,15 

Chandigarh 

1,048 

397 

651 

3,862 

876 

2,98 

D & N Haveli 

1,418 

104 

1,314 

5,237 

244 

4,99 

Delhi 

27,277 

3,036 

24,241 

72,878 

7,263 

65,61 

Goa, Daman & Diu 

33,933 

5,456 

28,477 

86,738 

11,510 


Lakshadweep 

3,207 

322 

2,885 

8,457 

638 

7,81 

Mizoram 

7,661 

453 

7,208 

19,659 

938 

18,7S 

Pondicherry 

10,188 

1,698 

8,490 

25,907 

3,935 

21,IK 


1,12,50,769 

12,89,857 

99,60,912 

2,39,74,362 

23.23.133 

2,16,51,25 


@ Excluding Lahaul St Spiti district. **Excluding 4 districts out of 45 districts. 

' t Excluding Manipur Central districts. ttExcluding small pockets. 
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S(«te-wtse Nnttbinr «f Eii»rp^iMa Selected Ihrted^i i^lClIerscterfartlcs 


(Rivel Enteivriiei) 

I-_ 

jitatc/Union Territory 

Without 

premises 

Enterprises 

Perennial Without 

power 

Owned by 

Private Scheduled 

caste 

i' <‘> 

-- 

(2) 

(3) 

w 

{«) 

(6) 

FI 

iipdulhra Pradesh 

3,62,375 

10,37,625 

9,76,078 

10,85,612 

76,862 

liMhar 

|:jQjqarat 

1,24,772 

6.49.127 

5,69,025 

5,98,322 

81.607, 

85,415 

6,27,980 

6,03.083 

5,96,409 

41,512 

/Haryana 

21,582 

1,49,948 

1,22,129 

1,36,794 

24,206 

I^^Himachal Pradesh (fv. 

12,557 

92,618 

73.248 

90,843 

30,604 

& Kashmir 

■■^ 41 . 

20,9 IP 

1.25,610 

1,01,718 

1,19,967 

9,917 

/ .Karnataka 

1.22.361 

7,91,299 

7,51,897 

1A\M9 

71,975 

llii'^erala 

88,357 

6,52,929 

5,57,205 

6,35.071 

29 047 

^.jlllilfadhya Pradesh ** 

,4 , 

1,50,367 

7,04,758 

6,62,236 

6,72,155 

1,20,210 

^IjMaharashtra 
•jf^Manipur t 

2.41,050 

9,35,770 

8,87,870 

8,60,361 

1,30,443 

735 

5,244 

5,627 

3,705 

no 

tMeghalaya 

3,354 

20,366 

18,485 

14,155 

873 

iV' 

LjNagaland 

)}liOrissa 

745 

9,540 

8,561 

4,597 

40 

1,74,844 

5,60.362 

5,09,116 

5,35,590 

1,05,700 

||^tijab 

17,457 

1,93,725 

1,63,811 

1,67,045 

36,159 

i|)Lajasthan 

1,38,542 

5,59,832 

5,08,800 

5,15,209 

99,506 

I'pickim 

1,014 

4,691 

4,436 

3.679 

558 

t ^emil Nadu 

2,14.206 

8,86,324 

8,32,645 

8,57,612 

83,737 

1 , 

!;iffripura 

10,651 

37,100 

33,773 

30,336 

5,753 

^!^tar Pradesh 

1,81,661 

10,59,725 

8,97.642 

10,02,556 

1.67.545 

* West Bengal 

3,14,669 

9,00,733 

8,70,116 

9,52,601 

2.29,382 

UtA & N Islands X 

1,928 

4,761 

5,124 

4,608 

__ 

giArunachal Pradesh 

IjCiiandigarh 

796 

8,828 

7,965 

4,964 

186 

189 

1,023 

905 

919 

152 

h/P & N Havel i 

300 

1,125 

1,188 

995 

60 

1 i^lhi 

7,432 

26,225 

21,272 

25,914 

5,188 

BviGoa, Daman & Diu 

10,251 

29,214 

24,660 

30,602 

1,477 

f JLakshadweep 

1,729 

1,115 

2,818 

2,853 


” jMiizoram 

1 Pondicherry 
h/ 

r 

V il^Excluding Lahaul & Spiti districts. 

» J Excluding small pockets. 

r 

lAiraRN BOONOMIST 

*''^1- ‘ 

826 

7 327 

6,217 

4,400 

in 

2 532 

10 102 

8.327 

8,461 

493 

23,13,615 

1,00,95,026 

92.35,977 

97,07,514 

13,53.413 

'''*Excluding 4 districts out of 45 districts. 

1038 

t Excluding Manipur Central district. 
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Stete-wise Number of Own AociliiBt fatarprieae, Betub l M n i wte md Nmber of HIrei PenW i Usully WorktoK 

(Korol EMoifCiMo) 


State/ Own Account Enterprises Establishments Hired Persons Usually Working ^ j 


U.T. 




(with one or more hired 
workers^ 






Total 

Agricultural Non- 

agricultural 

Total 

Agricultural Non- 

agricultural 

All 

establish¬ 

ments 

Agricultural 

establish¬ 

ments 

Non- 

agricultunl 
estabUsb* 
fflents > 

f 

' (1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

A.P, 

9J9,408 

1,10,523 

8,68,885 

2,22.731 

24.853 

1,97,878 

10,03,785 

1,26,325 

8,77,4« 

Bihar 

5,S6J27 

35,535 

5,51,192 

1,25,760 

6,369 

19,391 

5,03.196 

15,249 

4,87,947 

Gujarat 

5,48.651 

2,36,039 

3,12,612 

1,41,652 

17,0^ 

1,24.568 

5,87,604 

29,682 

5.57,921 

Haryana 

1,32,677 

7,835 

1,24,842 

25,258 

674 

24,584 

1,79,031 

2,277 

1,76,754 

H.P.© 

^i,ni 

5,627 

81,650 

26,072 

955 

25,117 

1,13,617 

3,609 

M0,00f( 

J & K 

99,423 

10,058 

89,365 

46,067 

2,102 

43,965 

1,44,059 

6,409 

1,37,650 

' Karnataka 

6,49,743 

77,501 

5,72,242 

2,32,754 

59,110 

1,73,644 

8,03,437 

1,53,261 

6,50,17^ 

Kerala 

4,79,973 

31,463 

4,48,510 

2,20,777 

12,264 

2,0g,5l3 

9,34,793 

30,646 

9,04,147, 

M.P. 

6,60,816 

66,783 

5,94,033 

1,36,415 

5,906 

1,30,509 

4,55,279 

10,075 

4.45,204 

^ Maharashtra 

8,27,770 

1,09,976 

7,17,794 

2,27,208 

19,271 

2,07,937 

10,24,044 

51,477 

9.72,567 

Manipurt 

3,529 

375 

3,154 

2,414 

43 

2,371 

9,494 

88 

9,406 

Meghalaya 

10,391 

1,200 

9,191 

11,043 

719 

10,324 

29,011 

1,457 

27,554 

Nagaland 

4,677 

283 

4,394 

5,668 

183 

5,485 

24,979 

377 

24.60* 

Orissa 

5,Cl,023 

39,821 

4,61,202 

1,30,979 

7,158 

1,23,821 

4,16,013 

14,930 

4,01,081 

Punjab 

1,60,938 

7,403 

1,53,535 

41,188 

1,5% 

39,592 

2,00,079 

3,625 

1.96,454 

Rajasthan 

5,05,332 

95,495 

4,09,837 

1,01,435 

4,890 

96,545 

3,33,293 

7,901 

3.25.J92 

Sikkim 

3,120 

565 

2,555 

2,168 

127 

2,041 

9,615 

202 

9.m 

T.N. 

7,77,094 

71,107 

7,05,987 

1,93,498 

15,775 

1,77,723 

8,48,726 

36,626 


Tripura 

29,463 

1,629 

27,834 

9,673 

293 

9,380 

37,716 

1,148 

36,sit 

U.P. 

9,38,768 

61,028 

8,77,740 

2,04,823 

10,757 

1,94,066 

9.90.104 

21,607 

9,68.4|| 

W.B. 

A & N 

«,50,034 

1,01,996 

7,48,038 

2,06,185 

14,774 

1,91,411 

8,92,515 

49,653 

8.42,86| 

Islandstt 

3,667 

301 

3,366 

2,423 

109 

2,314 

16,651 

535 

16,ir» 

gj Arunachal 
Chandigarh 
D & N 

4,555 

514 

4,041 

4,790 

322 

4,468 

24,968 

1,367 

23.601 

832 

332 

500 

216 

65 

151 

2,448 

130 

2,314 

Havcli 

673 

61 

612 

745 

43 

702 

4,120 

150 

3,970 

Delhi 

Ooa, Daman 

20,579 

1,888 

18,691 

6,698 

1,148 

5,550 

37,331 

2,099 

35,224; 

& Diu 

24,257 

4,476 

19,781 

9,676 

980 

8,696 

50,225 

3,437 

46.788 

Lakshadweep 

1 2,391 

274 

2,117 

816 

48 

768 

2,843 

131 

2.712 

Mixoram 

4,505 

323 

4,182 

3,156 

130 

3,026 

11,050 

259 

ro.Tti 

Pondicherry 

6,497 

1,192 

5,305 

3.691 

506 

3,185 

14,771 

1,628 

13,14f 


89,04,790 

10,81,603 

78,23,187 

23,45,979 

2,08,254 

21,37,725 

97,04,797 

5,76,360 

91,28,437 


^ ©Excluding Lahaul & Spiti districts. •• Excluding 4 districts out of 45 districts tExduding Manipur Central district. 


•♦excluding small pockets 

scQHmisT 
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Stale-wise Niunber at Eirterprties aid NaHftar at PHtau tlsoally Warktai 

(Urfcaa Eateiptiaes) 


$taU/Union Territory 


Enterprises 


Persons 

Usually Working 

Total Agricultural 

Non- Ail 

agricultural enterprises 

Agricultural 

enterprises 

Non- 

agricultural 

enterprises 

(7) 

' ' * * — ■———— ■“ ■ 

(1) 

ir ... . - — - 

(2) 

(3) 


(4) 

(5) 

(6) 

1' 

t'Andhra Pradesh 

5,01,092 

13,638 


4,87,454 

17,96,817 

22,550 

17,74,267 

, Bihar 

3,22,392 

8,541 


3,13,851 

11,84,032 

20,159 

11,63,873 

, Gujarat 

4,83,598 

14,895 


4,68,703 

20,58,693 

33,144 

20,25,549 

^ Haryana 

1,60,644 

3,659 


1,56,958 

5,98,792 

9,140 

5,89,652 

> Himachal Pradesh(<^. 

23.736 

298 


23,438 

1,08,059 

780 

1,07,279 

^ Jfammu & Kashmir 

73,959 

2,853 


71,106 

2,34,283 

5,819 

2,28,464 

[ Karnataka’*' 

4,02,616 

9,455 


3,93,161 

13,88,479 

21,444 

13,67,035 

^ Kerala 

2,26,434 

10,478 


2,15,956 

8,72,963 

15,141 

8,57,822 

3 Madhya Pradesh *♦ 

4,38,657 

15,881 


4,22,776 

14,77,866 

1,37,893 

13,39,973 

* Maharashtra 

8,99.rX'K 

19,856 


8,79,152 

46,35,669 

48,613 

45,88,056 

* Manipurt 

2,689 

120 


2,569 

11,557 

204 

11,353 

2 Meghalaya 

11,630 

633 


10,997 

59,419 

1,573 

57,846 

1 Nagaland 

7,296 

144 


7,152 

31,314 

505 

30,809 

1 Orissa 

1,73,387 

5,672 


1,67,715 

6,83,567 

14,055 

6,69,512 

^ Punjab 

2,59,112 

6,107 


2,53,005 

8,79,829 

13,665 

8,66,164 

^ Rajasthan 

3,60.628 

8.335 


3.52,293 

11.44,598 

17,449 

11,27,149 

1 Sikkim 

2,981 

53 


2,928 

15,037 

173 

14,864 

Tamil Nadu 

7,80,104 

25,021 


7,55.083 

27,23,945 

52.029 

26,71,916 

* Tripura 

14,078 

107 


13,971 

52,394 

519 

51,875 

* Uttar Pradesh 

10,26,474 

17,647 


10,08,827 

31,28,691 

40.292 

30,88,399 

West Bengal 

6.54,713 

26,565 


6,28,148 

30,00,640 

59,455 

29,41,185 

*;,A & N Islands 

1,842 

47 


1,795 

16,280 

97 

16,183 

*■ Anmachal Pradesh 

1,742 

29 


1,713 

11,312 

64 

11,248, 

Chandigarh 

13,757 

363 


13.394 

1,11,172 

1,296 

1,09,876 

D & N Haveli 

465 

41 


424 

1,959 

106 

1,853 

i; Delhi 

2,56.445 

3,275 


2,53,170 

13,32,806 

8.949 

13,23,857 

> Ooa, Daman & Diu 

18.235 

1,298 


16,937 

73,301 

3,412 

69,889 

l^kshadweep 

1,428 

115 


1,313 

5.424 

436 

4,988 

. Mizoram 

5,726 

299 


5,427 

27,782 

612 

7,170 

1 , Pondicherry 

12,769 

967 


11,802 

55,325 

2.253 

53,072 


71,37.637 

1,96,392 


69,41,245 

2,77,23,005 

5,31,827 

2,71,91,178 


c,';" 

*^,«@Exc1uding Lahaul & Spiti district. *Excluding Bangalore city. **Excluding 4 districts out of 45 districts 
*• excluding Manipur Central district. 
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HOT^nNi wiw sseiecm nvoipw lyiiu atm iinti 


4. 


(DiImhi Enteifriiw) 



State/Union Territory 



Enterprises 




Without Perennial 

Without 

Owned by 



premises 

power 

Private Scheduled 5: 

Caste ' 

1 


(I) (2) (3) (4) (5) (6) 


Andhra Pradesh 

99.495 

4,68,380 

4,11,417 

4,66.464 

20,761 ; 

pihar 

37,065 

3,10,988 

2.60,848 

2,89,975 

20,7!M'>! 

Gujarat 

74,67K 

4,64,389 

3,61,037 

4,42,354 

18,200: 

Haryana 

20,818 

1,57,171 

1,21,359 

1,49,760 

10,32?;^ 

Himachal Pradesh (aj 

1,683 

23,123 

18,186 

19,459 

2,765 ; 

Jammu & Kashmir 

12,032 

68,233 

58,100 

66,671 

3,780 

Karnataka* 

54,786 

3,79,316 

3,38,582 

3,65,129 

'is, 148 , 

Kerala 

20,993 

2,19.530 

1,90,243 

2,09,088 

4,263 

Madhya Pradesh ** 

74,658 

4,18,571 

3,53,428 

3,94,276 

40,033 

"Maharashtra 

1,24,319 

8,52,688 

7,13,576 

8,20,213 

48,800 ' 

Manipurt 

545 

2,611 

2,266 

2,237 

56 

.Meghalaya 

1,015 

11,373 

9,396 

10,067 

548 : 

Nagaland 

1,052 

7,129 

5,059 

6,179 

25, 

Orissa 

36,980 

1,65,988 

1,40,345 

1,50,011 

■ 20,847 ' 

Punjab 

25,563 

2,45,727 

1,97,903 

2,34,098 

22,003 

Rajasthan 

6(),(;06 

3,48,217 

2,69,217 

3,28,561 

38,288 

Sikkim 

416 

2,909 

2,362 

2,552 

193 . 

Tamil Nadu 

1,17,420 

7,57,149 

6,79,086 

7,28,979 

37,235;'^ 

i,oQr;:.i 

Tripura 

1,939 

13,827 

11,515 

12,392 

Uttar Pradesh 

1,22,262 

9,99,839 

8,31,078 

9,59,218 

66,2l0j 

West Bengal 

1,57,343 

6,20,379 

5,22,008 

6,03,618 

68,270;i 

A & N Islands 

215 

1,799 

1,546 

1,527 

■■'•1 

Arunachal Pradesh 

216 

1,710 

1,493 

1,146 

ssl 

Chandigarh 

3,136 

13,356 

5,292 

11,811 

1,116';’ 

& N Haveli 

115 

410 

371 

379 

t 

Delhi 

38,068 

2,49,710 

1,86,372 

2,40,037 

33^ 

Goa, Daman & Diu 

3,173 

16,666 

14,859 

16,758 

Lakshaweep 

738 

643 

1,221 

1,224 

Mizoram 

1,530 

5,637 

4,553 

4,624 


Pondicherry 

2,318 

12,671 

10,795 

11,678 

4H:1 


10.94,627 

68,40,139' 

57,23,513 

65,50,485 

4,64,33951 


% Excluding Lahaul & Spiti district. * Excluding Bangalore city. •* Excluding 4 districts out of 45 districts, 
tt Excluding Manipur Central district. 
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Strte-wiw Niaber of Eatoprliw, EihiMiihlliiiBtt WNifcer of Hired Fewow UwwBy Wwkiii 

(Urboi EailMfriMi) 


state/ 

U.T. 

Own Account Enterprises 

Establishments (with one or 
nlore hired workers) 

Hired Persons Usually Working 

Total 

Agri¬ 

cultural 

Non- 

agri cultural 

lotal 

Agri¬ 

cultural 

Non- 

agricul- 

tural 

All 

establish¬ 

ments 

Agri¬ 

cultural 

establish¬ 

ments 

Non- 

agricihtural 

establish¬ 

ments 

(0 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

A.P. 

3,40,181 

11,566 

3,28,615 

1,60,911 

2,072 

1,58,839 

11,28,554 

8,419 

11,20,135 

Bihar 

2,14,495 

6,620 

2,07.875 

1,07,897 

1,921 

1,05,976 

7,70,441 

6,517 

7,63,924 

Gujarat 

3,11,300 

12,559 

2,98,741 

1,72,298 

2,336 

1,69,962 

14,44,565 

7,309 

14,37,256 

Haryana 

1,18,492 

2,804 

1,15,688 

42,152 

855 

41,297 

3,84,472 

3,840 

3,80.632 

H.P.@ 

14,727 

179 

14,548 

9,009 

119 

8,890 

80,675 

469 

80,206 

J & K 

45,150 

2,298 

42,852 

28,809 

555 

28,254 

1,49,498 

2,262 

1.47,236 

Karnataka* 

2,76,295 

6,775 

2,69,520 

1,26,321 

2,680 

1,23,641 

8,48,176 

7,542 

8,40,634 

Kerala 

1.25,648 

7,075 

1,18,573 

1,00,786 

3,403 

97,383 

6,48,552 

7,465 

6,41,087 

M.P.** 

3,24,464 

12,404 

3.12,060 

1,14,193 

3,477 

1,10,716 

8,71,321 

6,715 

8,64,606 

Maharashtra 

5,27,550 

14,127 

5,13,423 

3,71,458 

5,729 

3,65,729 

33,77,919 

22,232 

33,55,687 

Manipurt 

1,872 

106 

1,766 

817 

14 

803 

6,898 

57 

6,841 ' 

Meghalaya 

5,911 

333 

5,578 

5,719 

300 

5,419 

47,062 

549 

46,513 

Nagaland 

2,706 

50 

2,656 

4,590 

94 

4,496 

24,672 

366 

24,306 

Orissa 

1,12,117 

3,832 

1,08,285 

61,270 

1,840 

59,430 

4,83,763 

6,107 

4,77,656 

Punjab 

1,78,682 

4,300 

1,74,382 

80,430 

1,807 

78,623 

5,20,350 

6,855 

5,13,495 

Rajasthan 

2,62,577 

5,573 

2,57,004 

98,051 

2,762 

95,289 

6,89,664 

5,232 

6,84,432 

Sikkim 

1,543 

35 

1,508 

1,438 

18 

1,420 

11,530 

118 

11,412 

T.N. 

5,22,347 

18,949 

5,03,398 

2,57,757 

6,072 

2,51,685 

15,92,932 

18,651 

15,74,281 

Tripura 

9,383 

76 

9,307 

4.695 

31 

4,664 

35,098 

415 

34,683 

y.p. 

7,50,505 

14,436 

7,36,069 

2,75,969 

3,211 

2,72,758 

17,42,515 

10,428 

17,32,087 

W.B. 

A & N 

3,99,586 

20,559 

3,79,027 

2,55,127 

6,006 

2,49,121 

21,61,865 

26,472 

21,35,393 

Islands 

877 

40 

837 

965 

7 

958 

14,363 

21 

14,342 

Arunachal 

587 

16 

571 

1,155 

13 

1,142 

9,795 

26 

9,769 

Qiandigarh 

D & N 

8,293 

296 

7,997 

5,464 

667 

5,397 

92,722 

705 

92,017 ^ 

Haveli 

228 

28 

200 

237 

13 

224 

1,429 

64 

1,365 

Delhi 

Goa, 

1,45,768 

2,280 

1,43,488 

1,10,677 

995 

1,09,682 

9,83,96 4 

2,984 

9,80,980 

Daman&Diu 11,119 

954 

10,165 

7,116 

344 

6,772 

57,426 

1,501 

55,925 

Lakshadweep 

956 

65 

891 

472 

50 

422 

2,943 

233 

2,710 

Mizoram 

3,424 

200 

3,224 

2,302 

99 

2,203 

21,192 

192 

21,000 

Pondicherry 

7,066 

798 

6,268 

5,703 

169 

5,534 

39,896 

513 

39.383 

h7,23,849 

1,49,333 

45,74,516 

24,13,788 

47,059 

23,66,729 

1,82,44,252 

1,54,259 

1,80,89,993 


@ Excluding Lahaul & Spiti , istrict. • Excluding Bangalore city. *• Excluding 4 districts cut of 45 districts. / 

t Excluding Manipur Central district. 
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T lt*tlilend at the OK>, London 
• at a newspaper 


»,«• . ^ LiicwMed to poet without j»epaym«»t U-54.R«d.No.^ 

^:||4Bi|glnd with the Registrar of Newtpapen of India under No. R.N. SW/57 



Like me, my son has 
rather hi^ standards. 
That’s why we both 
chose Orient V 



*'My son and I have a lot in commons 
Both of us practise medicine and w# have 
similar tastes-in classics such as books and 
music—and even in things of everyday usoe 
llTako fans, for example. 

11 chose Orient because I liked 
r appearance and fine 

“7 finish and 
^because of 
their universal 
reputation with 
regard to quality 
and performance. 
And I was right. 

. ^ . you know. They 

have lasted me a long time and given me 
trouble-free service. A sure index of the 
manufacturer's capabilities. 

"And now, like me, my son has put his 
money on Orient. 

Obviously, he has TORIGN ■ | 

Inherited my judgement 
and discrimination. — 

He went all around, but in the end he 

selected Orient for his flat 
r the same reasons which 
had influenced 
'"my decision. 
Jam glad my son has 
j chosen Orient. Like his 
/father, he knows a good 
thing when he sees it." 







"Actually. I looked at other brands too. 
But in the end, Orient was my obvious 
choice. It was evident 
that they use the latest 
manufacturing 
techniques. Their many 
models were all up-to- 
; date, easy to install, 
dismantle and service. 
And my wife liked 
-xi Orient's artistic design, 

^ exquisite finish and superb 
colour combinations—they 
went so well with our decor.'' 


"My father swears 
by Orient. So do I. 

Like father, like son. A\ 
as they say." 


A«k those wtio’ve used Orient. 
They’ll all stand guarantee^ 

ORIENT 



OaiENT QENERAL INDUSTRIES IIMITEP 
PSQIoriM ft Cficuttf e FfriMfS 









When you pay-Rs^400i-i-tor a 
ceiling fan. Orient thinks you should 
get more than just a lot of breeze. 


Any ceiling fan gives you breeze. But 
considering you'll be paying quite a lot of 
money for it, you Should be g^ng a lot 
more air. It is this principle tntf has guided 
Orient for the last 25 years. 

Thefanexpartt. 

25 years in the fan business have given 
Orient the unique experience and expertise 
to manufacture the latest and the best in 
fans, in India's two most modern fan plants. 
Orient is continuously innovating and 
developing technology to come up with fans 
that give you more, fans that deliver extra 
value. 

More exifos. More becieflls. 

Orient ceiling fans are totally die-cast and 
tight in weight. They are easy to install, 
dismantle and service. Which means you 
don't have to worry about ‘mistris' and 
repairs. 

Orient fans have machine-wound stators 
and aluminium blades. Which means they 
are more durable. 

Orient fans are electrostatically painted 
Which means they are resistant to corrosion 
and looK more streamlined. 


Orient coiling fans come in a range of four 
models and eight sweeps. Which means 
you can match your fan lo the size of your 
room. 

Orient ceiling fans come with matching 
regulators, om?»mental trims and other 
accessories Which means you get a fan to 
go with your decor and lifestyle. 

Think Value. Think Orient. 

Orient offers you a range of stylishly 
engineered, impeccably finished ceiling fans 
to suit different budgets Orient Deluxe with 
convoniional sweeps and choke-type 


regulator. Orient Super Deluxe with 
ornamental trims, four blades and solid-state 
regulator; Orient Summerking with non- 

conventionei mwh , ... 

Summercooi with douDle bali-bearings - 
one of these is sure to be just right for you. 

So. when you put your money on a ceiling 
fan, put it on Orient. You'll get a lot more. 




Sumtnwking Summtrcool Supar Oaluiia Oaluxp 

ORIENT FANS 
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April IS 

All India Radio decides to enhance 
the rate structure of commercial broad¬ 
casting service. 

Union Government proposes to Impose 
neither any restriction nor any duty on 
^Ihe import of empty glass for the manu- 
^facturc of GLS lamps. 

British Prime Minister, Mrs Margaret 
Thacher, received by Mrs Gandhi at 
Delhi airport. Mrs Thatcher offered 
Britain’s collaboration in large scale pro¬ 
jects in key sectors such as coal, steel, 
power and railways. 

Supreme Court ordered the Life In¬ 
surance Corporation to pay within a 
week the bonus which was due to class III 
and IV employees. 

April 16 

The Pound-Sterling became cheaper 
4Aby 15 paise following the upvaluation of 
rupee by 0.84 per cent yielding a middte 
rate of Rs 17.90 per pound. 


About 10,000 people marched through 
the streets of Meerut demanding the 
setting up of a Bench of Allahabad High 
Court in Western Uttar Pradesh. 

The first Engineering Trade Fair in 
Dacca generated business worth Rs 30 
CFores. 

India and the United States opened 
top level talks on several issues includ¬ 
ing the future of US nuclear fuel deli¬ 
veries to India. 

April 17 

More than 120 persons were killed in 
Keonjhar District in Orissa in a tornado. 

The wholesale price index touched a 
peak at 271.8 (Base 1970-71 = 100) during 
the week ended April 4. 

Engineering Export Promotion Coun¬ 
cil expected a rise in the exports of engi¬ 
neering goods to the United States to 
a level of Rs 275 crorcs by 1984-85. 

Adm. S. N- Kohli sworn in as the 
Lt. Governor of Mizoram. 

1047 


The foimdation stone of Sa^ay 
Nikctan, the world’s first habitat uni¬ 
versity at Hoshiarpur was laid by Mf 
Darbara Singh, Punjab Chief Minister. 

April 18 

The constitutional validity of the pro¬ 
rogation of the Assam Assembly session 
on March 31 by the State Governor,^ 
challenged in the Supreme Court 

Foreign equity participation in new 
hotels would be increased from 20 to 30 
per cent according to Union Minister of 
Tourism and Civil Aviation, Mr A. P. 
Sharma. 

The major European Economic Com¬ 
munity steel producers reached a tenta¬ 
tive agreement on a voluntary system of 
output and other quotas. 

April 19 

Brilish Prime Minister, Mrs Margaret 
Thacher, left for Saudi Arabia after her 
five days* visit to India. 

Cyclonic storms emanating from the 
Bay of Bengal lashed several areas in 
Orissa and West Bengal. 

April 20 

Mr L. K. Advani, the Bharatiya 
Janata Party leader, protested in the 
Rajya Sabha against postponing the 
Delhi civic elections ‘without any justi¬ 
fication’. 

The Government permitted the Indian 

coastal confererence shipping lines to 
levy a surcharge of Rs 14.10 per tonne 
on coal, salt, cement and clinker. 

April 21 

General Insurance employees all over 
the country went on strike in support of 
their various demands. 

The President sought the advisory 
opinion of the Supreme Court on the 
scope of operation of a statute and the 
judicial power to suspend it in view 
mainly of the LIC bonus dispute. 

April 22 

The Union Government declared that 
it had decided to ask the LIC to pay 
bonus to its class 111 and TV employees 
for the fiscal years 1978-79 and 1979-80 
following the Supreme Court’s rejection 
of the application by the Central Govern¬ 
ment seeking vacation of the Court’s 
order of April 15. 

Small newspapers exempted from the 
15 per cent customs duty on imported 
newsprint. 
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When Iron Ladies Meet 


There was a time, not so long ago, when the visit of a British 
personage was vested with the highest political significance. 
When Queen Elizabeth and her consort came to India in 1962, 
our most eminent political correspondents filled the newspapers 
with penetrating comments about the colour of her dress and 
the ability of the Duke to shoot big game. But the colonial 
link has long since rusted. How much things have changed 
was vividly demonstrated by the very muted public interest in 
last December’s visit by Prince Charles, which will be remember¬ 
ed mainly for the chance it gave actress Padmini Kolhapurc to 
grab newspaper headlines by bestowing a virginal kiss on the 
Prince’s cheek, a typically Bombay filmi trick of combining sex 
with virtue. 

The visit of Mrs Margaret Thatcher has been somewhat 
more eventful in that sharp words were exchanged rather than 
royal pleasantries. But in terms of practical results it was a 
non-event, it seems likely that the kissing of Prince Charles 
will be remembered long after Mrs Thatcher’s visit has been 
forgotten. 

When two iron ladies clash, sparks are bound to fly. Mrs 
Gandhi is as formidable a personality as Mrs Thatcher if not 
more so. And neither budged an inch on foreign policy. Mrs 
'Thatcher failed to convince Mrs Gandhi of the Russian threat 
to world peace exemplified in Afghanistan. And Mrs Gandhi 
failed to convince Mrs Thatcher that Pakistan should be denied 
American arms. The positions of the two were known to be 
much too far apart to be bridged. Meetings of this nature 
rarely bring about a change of heart. But they play a small 
part (negligible sometimes) in raising the small background 
doubts and reflections that ultimately result in policy changes. 
The Reagan strategy of projecting Pakistan as a front-line State 
against creeping communism is an extremely fanciful one, and it 
is doubtful if Pakistan will consent to play the role. It has 
already refused to act as a conduit of arms to Afghan rebels, and 
if it cannot put up even such a minor show of defiance against 
creeping communism then it can hardly be protrayed as a front- 
lincr. President Zia, quite clearly, wants American arms without 
committing himself to the Reagan crusade. And while both 
Mr Reagan and Mrs Thatcher might want to encourage the 
Pakistani President with arms, neither is naive enough to give 
President Zia all he wants without getting something in return. 
If President Zia is unwilling to take the military risks of being 
^a frontliner, it is unlikely that he will get arms worthy of a 
^fkoDtliiter either. 

basiSm iKXjNoiiunr 

mm-.-. 


At that point, the gap between Mrs Gandhi and Mis 
Thatcher could narrow quite a bit. But at no point will Mrs 
Thatcher possibly share India’s vastly exaggerated fears about a 
re-armed Pakistan. Nor will she accept that the Western powers 
should abandon the Rapid Deployment Force in the Gulf 
Region. There is not much point in Mrs Gandhi prattling on 
about keeping the Indian ocean free of great power rivalry. 
Rivalry is not about seas but about land. And when the Soviet 
Union has a lengthy land frontier with the Middle Hast, to with¬ 
draw all Western forces from the region will in effect be an 
open invitation to Soviet intervention. Nor is there much force 
in Mrs Gandhi’s notion that great power rivalry is a notable 
threat to peace. The Iran-Iraq war is a standing tribute to the 
unpalatable fact that the lessening of big power influence (Ame¬ 
rica’s in Iran and Russia’s in Iraq) can also be a major induce¬ 
ment to local powers to embark on military adventures, with 
disastrous consequences for other countries in the region. 

Mrs Thatcher’s visit was mainly about foreign policy. But 
there were also the usual skirmishes about British racism. And 
there were five agreements signed providing for economic co¬ 
operation between the two countries. The biggest donor of aid 
to India is the UK, w'ith grants totalling Rs 250 crores last year. 
The new grants signed during the Thatcher visit totalled Rs 169 
crores. The biggest chunk of this is for off-site power facilities 
for the Thal-Vaishet fertiliser plant. Another chunk of Rs 38 
crores was for coal development in the Ghusick and Asanapani 
mines in Raniganj and Bokaro respectively. 

The Paradeep steel plant was at one time expected to be^ 
wrapped up during Mrs Thatcher’s visit. But it now seems that^ 
the cost projections are so high that there are second thoughts. 
Investment costs per tonne of steel at Paradeep are estimated 
to be twice as high as for Vishakapatnam, and even the latter 
was uneconomic at prices prevailing at the time it was cleared. 

It might make more sense to expand Rourkela than have a 
second steel plant in Orissa. 

There was a time when aid was a principal instrument of 
foreign policy. It has long ceased to be so in India’s case. 
The Soviet Union’s aid to India has been negative for a dozen 
years, and yet the two countries have drawn politically very 
close. The USA’s contribution is also negative if one exclude 
PL 480 food distributed through voluntary organisations. Bri-^ 
tain’s contribution is easily the highest, thanks to its policy of 
relieving all poor countries of their deM obligations. The way 
this has been done is not to write off past debt, but to give 
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British itrflnts ecftiiat in iralue to ^ Irepaymeot liabi- nomic terms. This is not any cause for grief. It is desirable 
lity. This has the political advantage of inflating the gross aid for every country to have diversified ties, and diversification t 
t£)lnme. But the advantage does not seem to amount to much, away from Britain is quite compatible with a sound bilateral ' 
India and Great Britain matter much less to each other relationship. It is another matter that Afghanistan has led to a > 
today than they did two decades ago, either in political or eco- souring—hopefully temporary—of the relationship. , 

Fostering Growth 


The observation of the Union Minister of Finafice, Mr R. 
Venkataraman, at the 61st anriual meeting of the Associated 
Chambers of C( mmerce and Industry that if the incentives 
and concessions do not yield results, an alternate strategy of 
development will have to be instituted is a gentle reminder to 
ftie captains of industry that their response to goVerhmentai 
measures has to be positive. 1 hough leportedly sore about 
the outcome of the concessions provided last year, he obvi¬ 
ously does not anticipate miracles. But his expectation of a 
substantial improvement in the situation this year is not 
unjustified since the three important constraints on the 
economy, namely, power stringency, coal shortages and trans¬ 
port bottlenecks, have tended to case considerably. Endeavours 
at further improving the situation on these three fronts 
Continue, and following the record agricultural output during 
1980-81, economic growth in general and industrial production 
in particular, should receive a shot in the arm. Any failure 

this regard will mean that a purposeful response from 
industry is Jacking. Industry, therefore, is on trial and if the 
present liberal trends in economic policy are to be continued, 
they have to be fully justified by augmentation of supplies from 
indigenous sources. 

The presidential address of Mr M.H. Mody, to the above 
meet, of course, was appreciative of the Govemmeni’s effort to 
revive the economy. But, as could be expected, it voiced 
several demands. 1'wo of these were turned down by 
Mr Venkataraman on the spot. These included the holding in 
abeyance of the implementation of the Chore Committee's 
recommendations on credit regulation and rationalisation of 
the reservation structure for small industries. Liberal credit, 
unlinked to requirements and objectives of monetary policy, 
the Finance Minister asserted, could not be extended to 
industry. But he assured that adequate credit would be ensured 
to meet the legitimate requirements of production. The issue 
of credit to industry at the present juncture obviously is a 
tricky one when inflationary tendencies, though moderated 
significantly, still have to be brought fully under control. It 
can only be hoped that the Reserve Bank will live up to 
Mr Venkataraman*s assurance. 

The Finance Minister also assured Assocham that no 
viable and worthwhile new industrial project would be starved 
of funds. The lowering of surcharge on tax on corporate 
incomes, he felt, would leave more flinds with the industry for 
ploughing back into further development programmes than 
would be generated through enlarged depreciation. Opinions in 
Rjthis regard differ, but since the Finance Minister has an open 
mind on the issue, it is for the industry to convince him whether 
the latter is a wiser course than the former. It may be argued 


that making surtax also payable in advance, part of the 
resources released through the lowering of the surcharge would 
bo utilised for surtax payments. But this apparently will be the 
position during the current year. From next year onwards, the 
lowered surcharge should definitely leave enlarged funds to be 
retained by the corporate sector. 

The Finance Minister has as well, and quite appropriately, 
referred in this connection to the higher interest rate allowed 
on debentures and the raising of the nil slab for income tax 
purposes to Rs 15,000 per annum and has hoped that this 
should help in increasing the savings ratio and availability of 
funds for private sector investment. The recent behaviour of 
the stock markets and the overwhelming response which the 
convertible debentures of efficiently-managed companies have 
evoked from the general public justifies the Finance Minister's 
optimism. The industrial sector too is taking good advantage 
of this. But still there is a good deal of weight in the con* 
tention that industrial growth in the private sector may not 
grow rapidly as the investment in this sector is to come from 
the residuary savings of the community after meeting, the needs 
of the public sector. The reduced proportion of the private 
sector outlay in the Sixth Plan speaks for itself. 

Mr Mody’s pleas for further liberalisation of licensing 
procedures, allowing freedom to anyone to invest and create 
capacity in the selected core industries, relaxing the limitations 
on MRTP companies, free import of technology, dismantling 
of regulatory mechanism, etc. arc eminently suitable for accele¬ 
rating growth. In a mixed economy, the capabilities of both 
the public and the private sectors ought to be dovetailed 
judiciously. The private sector indisputably is in a position 
to undertake far greater responsibilities than was possible two 
decades ago. A fresh look at the roles of the two sectors, 
therefore, is not unwarranted, especially when the working of 
many a unit in the public sector leaves much to be desired. 
As Mr Mody has aptly put, the Eighties are a challenge for 
the Indian economy. Jf we fail to get out of the groove into 
which we have slipped over the years, we may be left far 
behind in industrial development. 

There is also a good case for a periodic fresh look at the 
reservation of industries for the small-scale sector. Undoubtedly, 
they are desirable for opening up employment opportunities at 
low capital costs^ Yet vested interests do develop if reser¬ 
vations are unduly prolonged. Then there are the imperatives 
of containing inftatiori. The recognition of extra capacity 
available in selected industries needs to be extended to all 
industries so that the future expansion plans can be made 
realistic and unnecessary investments can be obviated when; 
resources are none-too-abundaot. 



1049 


APRIL 24, 1981 



©py ^boalb^s 


Yrhas suited various politicians and 
^ journalists to portray Mrs Margaret 
Thatcher as the arch-priestess of racism, 
^me have even suggested in private that 
our airport authorities should have sub¬ 
jected her to a virginity test. This out¬ 
pouring of indignation would have carried 
more conviction but for the fact that we 
ourselves arc guilty of far greater racism 
and hypocrisy than we accuse the Bri¬ 
tish of. 

There is no question that Indians aic 
discriminated against in iingJand, whether 
in the matter of employment, of entry, or 
of citizenship. But is England the only 
country where this happens? A cursory 
look at Africa and the Middle East is 
enough to show that Indians are victims 
of far worse discrimination in these 
areas. Yet we never protest about black 
racism or Arab racism. It seems that we 
object to racism only when practised by 
whites, but keep quiet or even nod en¬ 
couragement when it is practised by 
blacks and browns. This dichotomy itself 
is a case of reverse racism on our part. 
We howl with outrage at Enoch Powell’s 
suggestion that all Indians should be 
repatriated from England. But we have 
meekly taken back all the Indians repatri- 
Vated by Burma, Sri Lanka, and Africa. 

Citizens of Indian origin in several 
, African countries, notably East African 
ones, have been systematically thrown 
out of several occupations like shop¬ 
-keeping, trading and transport. This is 
justified in the name of Africanisation, a 
blatant and wholesale discrimination 
between citizens who have black and 
brown skins. This is not just a case of 
private discrimination, but of racism offi¬ 
cially instituted by (he Government. As 
a matter of official policy, the African 
States declare that citizens of Indian ori¬ 
gin shall be deprived of certain rights, a 
state of affairs which would be unthink¬ 
able in England. But do we kick up a 
fbss about this racism when African digni¬ 
taries visit India? When Mr Julius Nyrere 


of Tanzania came here last month he was 
received with warm smiles and fraternal 
greetings, and not a word about discrimi¬ 
nation. No doubt Indians in Africa 
generally belong to the economic elite, 
whereas Indians in England are gene¬ 
rally of the working class. But can it 
possibly be our contention that racism is 
mitigated when applied to an affluent 
class? Would we accept that it was fine 
for the British to discriminate against the 
patrician families that led our indepen¬ 
dence movement? 

¥ndians in England have their problems. 
^ But these pale into insignificance com¬ 
pared to the humiliations heaped on 
Indians in the Middle East. It is made 
clear to them from the outset that they 
belong to a lower genre that can never be 
on par with citizens or with Arabs from 
other countries. Any Arab can automati¬ 
cally become a citizen of Libya, but it is 
very difficult for an Indian to get Libyan 
citizenship. This form of discrimination 
is far more blatant than any provision of 
the British Nationality Act. But have we 
protested to Libya, or to any other Arab 
country? Sikhs have for all practical pur¬ 
poses been banned from Saudi Arabia. 
Have we fulminated against Saudi racism? 

Of course not, for we arc willing to lick 
the boots of the Arabs to ensure that they 
supply us oil and buy our goods. Foreign 
policy experts will doubtless inform us 
that it would be counter-productive to 
protest against discrimination by Libyans, 
as Col. Gaddafi would probably react by 
throwing out all Indians. 

And so we have it in a nutshell. We 
cannot afford to protest about Arab 
racism since (hey are barbarians who will 
promptly impose economic sanctions on 
us for daring to assert human rights. But 
we can afford to protest about much less 
blatant racism in England because the 
British are a relatively civilised lot who 
can take criticism without losing their 


hair. Thus we end up criticising 
most vocally those who are most civilised, 
and keeping quiet about those who are 
most barbaric. 

1^ Rs Thatcher was reportedly upset by 
the strong Indian criticism of British 
racism. She should really have taken it 
as a compliment, as an Indian tribute to 
England’s willingness to tolerate even 
what it regards as scurrilous criticism. 

It is another matter that not all criti¬ 
cism of British racism is scurrilous or 
untrue. Mrs Thatcher harped on the 
theme that all people in England enjoyed 
equal civil rights, whether white, black or 
brown. This has been criticised as hypo¬ 
crisy by Indian commentators, who point 
to the widespread racial feeling in England 
notwithstanding the law. However, it is 
worth pointing out that we too have 
granted Harijans and Muslims equal civil 
rights under the law, but in practice their 
position is even worse than that of Indians 
in England. There is no point getting 
indignant about race riots in England 
when we have communal riots and inter¬ 
caste clashes on an infinitely larger vseale 
here. The Brixton riots on the eve of Mrs 
Thatcher’s visit were reported by some 
journalists as the worst ever in England. 
But in fact, after all the looting and arson 
and bomb throwing, only two peop]||p 
were seriously injured in Brixton. In India 
it is routine for scores to be killed and 
hundreds to be injured in clashes between 
different communities. The savagery at 
Moradabad last year was vastly in excess 
of anything perpetrated by the National 
Front in England. Some people may 
argue, of course, that racism is worse than 
casteism or communalism. But 1 greatly 
doubt whether this argument would con¬ 
vince the Harijan woman being gang-rap¬ 
ed by Kurmis, or the Muslim whose 
brothers have been shot by the police ii) 
UP. 

S. Aiyar 
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India and the USA: Future Econemie Tiee 

L. K. Jha 


OFF repeated point that the US is 
^ia*s biggest trading partner tends to 
j|b8cure the much more serious fact that 
^hdia has but an infinitesimal share of the 
fast American market. The dominant 
fjosition of the US in our foreign trade 
Uy reflects the strength of the American 
bonoroy. What should interest us is— 
/hat share we have in America’s foreign 
rade ? The sad fact is that the volume 
f our export to America is far below the 
gures achieved by much smaller coun- 
nes than ours» even in Asia. So, instead 
fbeing complacent, Ictus think big. 
^ith the kind of dent in our overall trade 
nd payments which the rising cost of oil 
nports is making, we must make a 
lajor new effort to step up our exports 
1 such an endeavour, the vast potential 
fthe American market must be fully 
xploited. Bold new initiatives arc neces- 
try. 

Sentimental Factors 

1 believe, in any approach to the prob- 
^ms and prospects of trade and industrial 
^operation between India and the United 
tates, we could free ourselves of senti- 
lental considerations, whether of a posi- 
?v« or of a negative nature. By that 1 
a^n the fact, that India and the US 
jee both great democracies, should not 
May us in one direction, nor the fact that 
Ip. many international issues of vital 
Aterest of India, the US has not been 
I’ith us, should push us in the opposite 
flection. While it is true that the econo* 
m relationship between any two coun- 
ies cannot be totally isolated from poli- 
cal factors, we must realise—as all mature 
ations do—that sharp differences in some 
' ictors should not rule out cooperation 
1 mutually beneflcial areas of common 
iterest. Between the USA and the USSR, 
'hich are poles apart politically, there 
ave been growing instances of coopera- 
on in different fields, including explora- 
of the outer space. Equally, let me 
despite the friendliest relations bet- 
11^ the US and: Japan, there are often 
lllarp differeaces and disputes in the eco- 

aAamNaooNOMisT 


nomicarea between the two countries when 
Japanese exports hurt American industries 
like automobiles and electronics. 

From Aid to Cooperation 

So, let us, political differences notwith¬ 
standing, explore ways of increasing Indo- 
US economic cooperation. Cooperation 
is a two-way traffic. Unfortunately, a 
couple of decades ago, we began emphasi¬ 
sing ‘‘aid’* instead of cooperation as the 
key factor in Indo-US relations with US 
as donor and India as a recipient. There 
are in the US, people who maintain that 
the US has been giving a lot of aid to 
India for which it has had no return. 
What they do not realise and is not often 
emphasised is the tremendous benefits 
which the US economy has derived from 
these flows. 

When we attained our Independence, 
Britain was the main supplier of capital 
goods and technology to India. The 
dollar at that time was a particularly 
hard currency. In our import licensing, 
there were restrictions applicable to im¬ 
ports from the dollar area which did not 
affect imports from the sterling area or 
Western Europe. If, despite these factors, 
the USA could increase its exports to 
India so remarkably and emerge as India’s 
largest trading partner, it is because of 
the sizeable volume of dollar loans which 
India received from the USA. Indeed, 
there have been occasions, when, as I re¬ 
call, we imported goods from the USA, 
even when they were costlier than supplies 
from other countries like West Germany 
and Japan, for the simple reason that we 
had dollar credits available and we were 
short of marks and yen. 

Here, let me digress a little. As a mem¬ 
ber of the Brandt Commission, I was 
deeply involved in a study of what are 
referred to as North-South issues. Right 
from the beginning, the Brandt Commis¬ 
sion decided to rely on mutuality of inte¬ 
rest rather than a donor-donee relation¬ 
ship as a sound basis for evolving relation 
between developed and developing coun¬ 


tries. The report of the commission brings 
out how significant in terms of domestic 
employment in developed countries is the 
role of exports from them to the Third 
World. In the US, one job out of 20 
depends on exports to developing coun¬ 
tries. When the protectionist lobby in the 
US points to the loss of jobs on account 
of imports from developing countries like 
India, it usually focusses on the impact 
of .such imports on a narrow sector of 
American industry, particularly some of 
their most inefficient industries. But the 
other part of the story is never told. Every 
dollar which we earn from our exports to 
the USA—and many more besides-^are 
spent by us in buying goods from the US 
generating employment elsewhere in the 
more sophistice.tcd industries of the US. 

Job Opportunitios 

The study which we made in the Brandt 
Commission related to the Third World 
as a whole. I believe, we need to make 
a similar study of the number of jobs in 
the USA for which the Indian market is 
responsible. If, in addition we can 
identify the industries which benefit parti¬ 
cularly from Indian orders, so much the 
better. We need to educate the American 
public about the basic facts of Indo-Ame- 
rican relationship. Senators and Cong¬ 
ressmen have to be made to realise that 
imports from India do not result in a net 
loss of jobs since we spend very much ^ 
more on imports from the US than we 
earn through our exports, if our mutual 
trade expands, job opportunities in the US 
will increase. In addition, the cheapness 
of our supplies will help curb inflationary 
pressures. 

If we build Indo-American economic 
cooperation on the bedrock of mutuality 
of interest, we can negotiate on a far fir¬ 
mer footing than when we emphasise our 
own needs, which only weakens our posi¬ 
tion. In addition, we must take some 
other Steps to ensure that we negotiate 
from a position of strength.' 

One’'of the biggest thre^ to Indian 
exports comes out of the Xnti-Duntping 
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Legislation of the USA which have very 
strong protectionist undertones. Now, 1 
^ am not against measures which are genu¬ 
inely designed to prevent dumping. The 
ways and limits of such action have been 
the subject matter of negotiation under 
the GATT. Most countries have accepted 
them. The US, it seems, is going beyond 
the terms of the understanding reached. 
It has reserved to itself a certain amount 
of discretionary power which regrettably 
has been used against us, among others. 

^ Lack of Legislation 

Even while wc demonstrate against such 
discrimination, let us also put our house in 
order. The first thing wc must do is to 
have Anti-Dumping Legislation of our 
own. The absence of a proper law to 
check dumping and a machinery to en¬ 
force it, is a lacuna which needs to be 
remedied, fn framing our legislation, wc 
sliould have the fullest regard to the 
understanding on the subject reached 
under the GATT. Wc should also re- 
" serve to ourselves a certain amount of 
discretion to deal difiercntly with coun¬ 
tries which do not extend to us the kind 
of treatment which the GATT enjoins. 1 
have been told, though 1 must add that 1 
have not gone into the facts myself, that 
quite a number of chemical products 
are being dumped into India by the US 
manufacturers simply because we do not 
have any Anti-Dumping Legislation. If 
we had the necessary powers to deal 
with the situation, wc would be better 
placed in negotiating far more reasonable 
and non-discriminatory treatment of 
Indian products in the US. You will notice 
f my emphasis is on the negotiation, not on 
confrontation. We must resolve differen¬ 
ces by negotiations but negotiations from 
a position of weakness do not lead to fair 
agreements. 

On the other hand, let us not be smug. 
Let u.s ask ourselves whether in fact we 
arc subsidising any of the exports which 
are being challenged in the USA to-day. 
In most instances, the complexity and 
curabersomeness of our levies, which 
erode the competitive power of our indus- 
tries in overseas markets, are being no 
* more than compensated—-often inade¬ 
quately—dn,, Various ways which, come 
under attack In other countries as unfair 



subsidisation. We should try to get away 
from a system in which what the exche¬ 
quer takes remains hidden in a mass of 
obscure figures, while the compensation, 
even if it is less than what it should be, 
stands out in a particularly vulnerable 
fashion. 

Indeed, T would go a step further. It is 
not in our own interest to rely on subsi¬ 
dies as a mode of stimulating exports. 
We are too poor to subsidise the Ameri¬ 
can consumer. If, despite our low wages 
wc cannot compete with American 
manufacturers in certain lines of pro¬ 
duction, it would be better to concentrate 
on those where we can be competitive. 
Insofar as wc have a policy for pricing 
our exports, we should try to realise more 
per unit of export rather than less even 
if it means some decline in the number 
of units or the volume of our exports. 
Developing countries in their anxiety to 
earn foreign exchange have been only too 
anxious to cheapen their products, usually 
to undcr-cut sales of other developed 
countries. This trend has to no small 
extent been responsible for perpetuating 
the poverty of the poor countries. The 
OPEC has shown that getting better 
prices for a country’s exports is more 
rewarding than selling cheap and selling 
much. 


Voluntary Agreemonts 

Let me at this point project one more 
thought. For one reason or another, wc 
have had to subscribe to the so-called 
“voluntary agreements” to restrict the 
volume of our trade. I should like to 
suggest that if we have to accept any res¬ 
traint on the free flow of exports of any 
product from India to any other country, 
such as the USA, let us rather negotiate 
for an understanding, under which we 
ourselves would levy a small export 
duty blit impose no quota limitations on 
the volume of our exports. The reason 
why I make the suggestion is that when 
we have a quantitative ceiling on our 
exports, our exporters compete with each 
other in order to get as large a share of 
the available quota as possible. In the 
process, our selling prices get depressed 
further, our earning of foreign exchange 
goes down, the argument that our pro¬ 
ducts are too cheap, gets strengthened. 


If, on the other hand, we had a smdCj 
preferably a specific export duty, it wouW i 
affect the cheapest products most aiH||,! 
keep the door open for quality producU^j 
where our realisation per unit of expK>rt#| 
the highest. We would then begin to get!; 
known not as suppliers of cheap goods*: 
but as suppliers of quality products. What' 
is more, the whole character of our ex¬ 
port trade would change to our long-term 
advantage. 

General Framework 

What I have said so far relates to the' 
general framework within which coope¬ 
ration between the two countries can be 
developed. However, it is even more 
necessary to think of the particular steps 
which have to be taken in order that 
economic cooperation between the two 
countries can be commensurate with the 
size and the potential of each. The items 
affected by protectionism are relatively 
few. Increases have been recorded in the 
volume of exports of different items. 
Engineering industries have played ti 
particularly significant role in opening up 
new vistas, different from the traditional 
ones. But these do not by any means 
exhaust the possibilities. Let us do some 
fresh thinking and develop new 
approaches. 

The very vastness of the American mar¬ 
ket has consequences which we must take 
into account. Unless our scale of pro¬ 
duction is very very large wc cannot make 
a mark in the US market, nor can we be 
really competitive. Further, marketing in 
a country where billions are spent oa 
advertising alone, calls for very different 
techniques and much more lavish outlays 
than we are used to. 

The multiplications of both these fac¬ 
tors have to be appreciated. To emerge 
as significant exporters to the US and 
other Western countries, we must set up 
new lines of production on a large enough, 
scale, oriented particularly to the tasteS' 
and the needs, the whims and the idio-' 
syncracies of the consumer. In doing so, 
we must concentrate on products where 
we can be competitive without any incen-| 
tives or other special concessions, which; 
turn out to be a burden on the Indian 
economy. 

It would be in our interests to involve 
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fkinericaas, one way of another, in the 
alerting up of such enterprises. For one 
things their own knowledge of what would 
best and most in their country, would 
be a valuable contribution to the success 
ot the enterprise. Secondly, the resour¬ 
ces needed for the purpose, can in part 
provided by them so as to minimise 
'pur own burden. 1 think, in the main, 

' ^ur own contribution to such production 
should be largely in the shape of labour 
imd raw materials. While the capital and 
foreign exchange components could well 
have a significant American input. Other¬ 
wise, shortage of resources may come in 
the way of achieving economies of scale 
and raising the level of our exports to 
relieve the scarcity of foreign exchange 
we suffer from. 

In setting up new lines of production, 
we should explore whether, for certain 
types of products, it would not make 
letter sense for us to send the compo¬ 
nents in a finished or semi-finished form 
for assembly in the USA than to com¬ 
plete total manufacture in our own coun¬ 
try. In coming to a decision on this, we 
would need to look at the US tariff struc¬ 
ture. Often, semi-finished components 
are subjected to much lower rates of 
duty than the final product. In terms of 


sea freight too, there my be siaseable 
economy in sending CKD supplies. Also, 
the end product coming out of the 
assembly shop will carry the label **Made 
in USV*. Any restrictions on the im¬ 
ports of the components to be supplied 
from India would threaten the working 
of the US factory. There will be sufficient 
local support for the continuation of 
the imports. Briefly, what I suggest is 
that we should try to use in the USA 
some of the techniques with which a 
large number of American products have 
been popularised in India, as also in other 
countries. And we should in this effort 
involve American capital, somewhat in 
the way that American multi-nationals 
involve Indian capital in the setting up of 
their enterprises in this country. 

Finally, for marketing our products, it 
would often be better for us to use Ame¬ 
rican firms rather than set up our own 
single-product little offices in New York 
and Chicago. Such offices have their 
use in making travel etc earlier and freer 
from Reserve Bank control; but, such 
offices cannot really take care of market¬ 
ing in the USA. For this, tie-ups with 
corporations which are handling similar 
lines of goods can help in getting instant 
access through their sales net-work to a 


very wide section of American consumers. 

Let me now sum up. The possibilities 
of increasing trade and industrial coope- ^ 
ration between India and the US are 
immense. We cannot exploit this poten¬ 
tial merely by seeking favourable condi¬ 
tions of entry at the US end and some 
incentives and concessions at the Indian 
end to secure an access for the export of 
any products that we happen to have a 
surplus of from time to time. We should 
instead embark on a much more ambi¬ 
tious programme. Let us first make the 
US public understand that the expansion , 
of cooperation is beneficial to both coun¬ 
tries; it should be based not on sentimen¬ 
tality but on hard commercial considera¬ 
tions. We should seek to enlarge our 
exports to USA on a basis of competi¬ 
tiveness. To do so may entail the setting 
up of new lines of production on a mas¬ 
sive scale. American involvement in the 
development, production and marketing 
of such products would be helpful from 
the resource angle and in other ways as 
well. It may even be desirable in parti¬ 
cular cases, especially in the engineering 
field, to think of the possibility of some 
part of the manufacture being doing in 
India, while another part and the final fini¬ 
shing is left to factories based in the US. 
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Tin Issues in TedinoiogiGsl and Economic Choices—II 


I AM constrained to observe that unfor¬ 
tunately there is little awareness of deve¬ 
lopments in alternative sources of energy 
in this country. I may remind my in¬ 
dustrialist friends that as leaders of large 
industry they can play a vital role along 
with Government, electricity boards, re- 
*search workers and others interested in 
this area in developing R & D by com¬ 
mitting to the extent possible their own 
private resources of men, money and 
material to this field which seems to 
hold a good promise of even commercial 
development in the not-too-distant 
future. 

Government can encourage energy con¬ 
servation in a number of ways. Incen¬ 
tives can be offered to industry to install 
capacitors. Solar Energy and other re- 
»‘"ncwable energy resource devices. Train¬ 
ing programmes on energy management 
can be organised both to improve 
awareness of this critical problem as also 
train industrial and other personnel on 
methods of conserving energy. 

Promotion Effort 

Energy conservation can also be pro¬ 
moted through organising, 

— Competitions for Energy Conser¬ 
vation 

— Public Campaigns 

— Documentaries etc. 

At the macro-level, there is consider¬ 
able scope for improving utilisation of 
installed generating capacity and for re¬ 
ducing the very high transmission losses. 
More investment in generating capacity 
without improving utilisation rate can 
only add to the already high inflationary 
pressures in the economy. Investment in 
reducing transmission losses by re-design¬ 
ing and strengthening the transmission 
and distribution system can pay for itself 
in a very short time. 

If through energy conservation we 
^ achieve 20-25 per cent savings and another 
10 per cent trough developing alterna¬ 
tive energy^ ehsources, the combined im** 
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pact would work out to a potential saving 
of 400 million tonnes coal equivalent per 
annum by 2000 A.D. Prasad’s Committee 
on Energy Policy has estimated that de¬ 
mand in industrial sector for commercial 
energy may reach a level of 667 million 
tonnes coal replacement by the year 
2000 A.D. Various energy conservation 
measures when implemented can easily 
lead to a saving of 25 per cent which 
works out to a substantial saving of 
170 million tonnes coal replacement of 
energy per year. Such a saving of energy 
is not only important in itself but also 
leads to a considerable reduction of strain 
on the transportation system. Through 
this saving a reduction of load for 1.25 
lakh wagons can be achieved. This is the 
scope and challenge facing us. Industry 
can play a major role in achieving this 
national goal. 

Exchange Crisis 

Energy crisis has also resulted in a 
severe foreign exchange crisis. Some time 
ago, 1 saw an estimate that this year's 
deficit in the balance of trade may be of 
the order of Rs 4,000 crores. Even this 
high figure has become obsolete. In view 
of recent rise in oil prices this deficit is 
expected to be higher than Rs 4,000 
crores. 

Growth of Indian exports has been slug¬ 
gish during the laf^t 3-4 years. As a per 
cent of world export trade, Indian exports 
have declined during the last 20 years 
from 1.1 percent to 0.5 per cent. It is 
feared that if the present trend continues 
this per cent will further drop to 0.2 per 
cent by 1990. The immediate consequence 
for industry would be that it has to brace 
itself to a very restrictive import policy. 
Corporate strategies have to be tuned tp 
import substitution as a major objective. 
The alternative would be reduced produc¬ 
tion. At the same time it is necessary that 
Indian industry does not get into a shell 
protected by the restrictive import po¬ 
licy, for which there does not seem to be 
any alternative. To be able to import 
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basic raw materials including oil, our coun« 
try by necessity has to increase exporUt 
Ten to 12 per cent increase per anniXB 
is a goal which has to be achieved. Thif 
would therefore imply that increasing ex^ 
ports becomes another essential policy 
for industrial units. It is not possible td 
compete in the international markets with 
obsolute technology. The crucial task 
would therefore be to update technology 
by adequate efforts in R&D activitioii 
and without too much dependence on| 
imported technology, improve qualitu 
through better quality assurance and 
lity control and increase productivity. 

Japanese Experience 

This is the only way we can control 
costs and offer products acceptable tc 
international markets. We should lean: 
from the Japanese experience. Japanese 
have made quality of their products 8 
major weapon that wins them the worlds 
markets. Interestingly, they have done 
it by assiduously building quality intc 
their products over the last 30 years or 
the basis of theories originally develop' 
ed in US. 

With the increasing labour costs in dO' 
vcloped countries it should not be difi 
cult to find products and market segment} 
where we can improve our export per 
formance. Leather products, printing, pro 
cessed agricultural products are some oi 
the several possible area where consider* 
able potential exists. It is also a feasible 
strategy to make India a major expoitei 
of agricultural products in a decade*)! 
time. i 

Energy crisis also brings a new urg 
to reappraise our developmental strategie 
and choices of technology. Modem tech 
nology is not only capital-intensive 
also energy-intensive. It is obvio 
that with the present projections aboi^ 
India’s energy reserves—our per capiij 
reserves of even coal are very low-| 
we cannot pursue an industrialisatioj 
policy which is based on the Westerj 
modd. A pattern of industrialisatioj 
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I^der which industry is concentrated 
in a few industrial centres cannot also 
work without tremendous strains on the 
system. Transporting raw materials over 
long distances and finished products 
-back to the consumers’ centres would put 
flfuch a strain on the transportation sector 
:!which is one of the major coDsumer»' of 
|;imergy. Wc have to go in for a decentra- 
' jlised, locally self-sufficient pattern of in- 
I dustrial production. 

Bigness Loses Sanction 

I do not want to digress on the relative 
I costs of large and small sized units in 
■ various lines of production. But I cannot 
( resist stating that the slogan ‘*the bigger 
hihe better’* is not necessarily true. 
I In fact» it may not be valid in far more 
• lines of production than is commonly 
^ believed. Some empirical investigations 
relating to the US, British and Indian 
. industries carried out by technologists 
'^;nnd economists abroad and in India 
' have shown that efficiency gains are not 
available limitlessly; they got exhausted 
after a point so that bigness beyond this 
t point losses sanction even on cfiiciency 
criterion. It is all the more so when so- 
; cial costs involved in bigness—overcrowd- 
|ing, congestion, pollution to name only 
.^afew—are considered and decisions are 
taken on a larger consideration of social 
i cost-benefit analysis. By and large in 
' India scales of operation can be much 
I smaller than in developed countries. We 
1 need not, without proper analysis, accept 
|8ugge$tions of foreign consultants and 
experts. 

1 '*^ I Although there has been considerable 
discussion on what technology is appro- 
liriate to the Indian situation, there does 
,|l0t seem to be much progress in terms of 
^crete guidelines. 

V Wc have all been brain-washed regard- 
economies of scale through large¬ 
-scale manufacturing. Today there is 

enough technological and scientific 

,1: knowledge to plan manufacturing on a 
scale without sacrificing economic 
Inefficiency. A case in point is decentra- 
i lised data processing where microproces- 
4 sor has enabled economic small-scale 
i computing. Jean-Jacques Servan-Schrei- 
^.jber (JJSS) believes that microprocessors 
transform the entire production tech- 
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nology in a revolutionery manner enabl¬ 
ing industrialisation to proceed without 
current evils of industrialisation. JJSS 
envisages a microprocessor society in 
which people can produce high quality, 
high precision goods with simple micro¬ 
processor assisted equipment without 
leaving their villages. 

Even Western agriculture is very highly 
energy intensive as also capital intensive. 
Indian agriculture cannot model itself on 
this pattern. 

Cheap oil kept transport costs low and 
encouraged the large-scale growth of 
energy—intensive methods of production. 
Basic necessities of man can be produced 
simply, efficiently and viably on a scale 
much smaller that currently in vogue. 

Regulation and Controls 

Indian industry in the private sector 
has to contend with a number of controls 
and regulations of the Government. This 
is another major dimension of the envi¬ 
ronment in which we have to operate. A 
number of Government policies directly 
affect the viability and survival of the 
industrial units. 1 would like to give 
two examples to illustrate the harm some 
of the policies do to Indian industry, 
which after all is an important con¬ 
stituent of Indian economy. When 
industry is affected, the economy also 
gets affected. 

(i) In the month of September, 1980 
Government of India announced policy 
directives by which price and product 
preference is given to public sector 
manufacturing organisations for all pur¬ 
chases made by Government agencies 
and public Sector units. 

As per these guidelines Government 
has directed that public sector agencies, 
i.e. Government departments and public 
sector units should “invariably purchase 
their requirements from public sector 
units, wherever they arc able to meet the 
demand. The goods manufactured by 
the public sector units will also be given 
a minimum price preference of 10 per 
cent. A preference of more than 10 per 
cent is also allowed to public sector 
units, but would require approval of 
the Cabinet Committee. 1 fail to under- 
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stand how sudi a policy makes econo¬ 
mic sense. Let both private sector and. 
public sector compete and survive in 
terms of economic efficiency. However, 
it is desirable that public sector concen¬ 
trates on production of larger size equip¬ 
ment for core sector leaving private sec¬ 
tor the task of supporting it in terms of 
supplying various sub-systems required 
for the larger systems and equipment. 

In cases where both sectors operate and 
compete with each other, how can it be 
feasible for the economically less resource¬ 
ful private sector units to survive under' 
the present policy framework of Govern¬ 
ment of India? It would be useful if 
IlM’s Public Systems Group can take up 
this and such other policy directives of 
Government and assess their impact on 
the nation as a whole. 

When the nation’s interests arc involv¬ 
ed, we should insist on efficient produc¬ 
tion, admittedly in the social sense, than 
in terms of private or public sectors, and 
welcome and encourage that sector which 
meets the tests on social cost-benefit 
analysis. It is pragmatism of this type 
that is all the more necessary at the pre¬ 
sent juncture when the Indian economy 
like the stubborn mule refuses to move 
in spite of the temptations of carrots and 
the fears of sticks. 

Capacity Utilisation 

(ii) All of us recognise that utilisation 
of installed capacity should improve. 
However more interpretations of Govern¬ 
ment policy do not promote capacity uti¬ 
lisation. A unit which has been granted 
licence to manufacture generators upto^ 
6000 KW is denied licence to manufacture 
motors of the same size-equipment based 
on the same technology, manufacturing 
facilities etc. In an Indian market situa¬ 
tion with fluctuating demand pattern, 
one of the appropriate strategies for 
industries is to have complementary pro¬ 
ducts so that in case the demand falls for 
one product the unit can utilise its capa¬ 
cities for manufacturing other product 
range. But if Government regulations 
come in the way of optimum utilisation 
of capacities and capacities of industrid 
units, it is the national economy which is 
ultimately hurt. 

In view of the current scarcities it 




would be useful if Government has a 
policy of supplying inputs on a priority 
^to existing industries. The policy of 
attracting new industries through various 
incentives and starving existing ones does 
not make sense. Established capacities 
do not get utilised, new capacities which 
are created without production coming 
out of them only add to the inflationary 
pressures. 

Corporate Strategy 

Although corporate strategy has to be 
|i specific for an individual company and 
tailored to particular requirements, I 
would like to indicate some broad appro¬ 
aches to formulation of corporate strate¬ 
gy, particularly in the Indian context; 

(i) Development of indigenous techno¬ 
logy: As a nation we cannot just be im¬ 
porters of technology. Imported techno¬ 
logy may not be optimum for Indian 
conditions. Even if there is no alternative 
but to import a particular technology, 
considerable work would be required in 

^adapting and modifying it to suit Indian 
conditions. This itself requires creating 
an appropriate technological infrastruc¬ 
ture in every organisation. In the pre¬ 
sent context, with heavy anticipated trade 
deficit, there is an urgent need for import 
substitution of products, machinery, 
materials and components. This is again 
possible only when the technological 
infrastructure is developed in different 
industrial units. 

(ii) Product policies: Although a 
factory that focuses on a narrow product- 
mix for a particular market can out-per- 
form another organisation which attempts 

ffx broader mission, there are definite 
advantages in having a wider product 
range. Successively developing related 
equipment in engineering industries and 
growing from simple product range to 
total systems marketing is a well-known 
approach. 

Wider product mix also helps to even 
out operations in case of demand fluctua¬ 
tions for individual products. 

(iii) As the organisations grow through 
expansion and diversification, it is essen¬ 
tial to continuously review and decide 

l^hich product range is to be dropped. 
In the same organisation to manufacture 
small and simple equipment as well as 


large and high-technology equipment may 
not be ideal. A strategy of vacating 
simple, low-technology products could be 
useful. It is possible for the organisation 
to pass on such products to be dropped 
out to smaller sector organisations. 

(iv) In our country, particularly for 
medium and large-scale engineering orga¬ 
nisations, demand originates to a great 
extent from Government and semi- 
Government agencies or is considerably 
dependent on Government policies. Each 
organisation has to develop a strategy 
which balances the customer-mix. Other¬ 
wise, its operations can be greatly affect¬ 
ed by changes in governmental policy. At 
the same time, identification of core 
sectors such as energy generation, trans¬ 
mission and distribution and developing 
a product range which caters for the re¬ 
quirements of these sectors can be a use¬ 
ful approach to the formulation of 
strategy. 

(v) Larger organisations have to sort 
out their strategics of systematic dispersal 
of their operations in favour of less- 
industrialised and/or rural centres. 

(vi) Scanning the environment conti¬ 
nuously for new diversification opportu¬ 
nities. 

(vii) Scanning the environment for 
possible constraints and taking advance 
action is another major requirement while 
formulating strategies. This includes 
measures for energy conservation etc. 

(viii) Corporate strategies should also 
take into account the social obligations 
of business and industry. It cannot be 
over-emphasised that organisations not 
only be functionally efficient but also be 
socially responsible. Organisations should 


increasingly contribute to the 
and development of the wider en 
ment in which they operate. Some of 
areas in which organisations can take 
projects for meeting their social obli 
tions are: 

(i) Training and employment of 
and handicapped persons; 

(ii) Participation at different levels in^ 

activities such as, d 

—Safety movement 
—Low-cost housing 
—Blood donation, etc.; and j 

(iii) Contributing to development and"^ 
use of renewable sources of energy. j 

At the macro-level it is important th8t| 
there is trust between Government and*] 
Industry, there is cooperation betweei|| 
public sector and private sector, there 
high degree of interdependence betweexit 
organised sector and small sector. i 

To tackle the tremendous problem wej, 
face as a nation, it is important that; 
strategies for growth and development foi? 
reduction of economic disparities are 
clarified at the macro-level. On a founda-^ 
tion of properly formulated national]^ 
strategies, corporate strategies will have;, 
greater chances of achieving their objec*^/ 
tives. A highly industrialised countr^^ 
like Japan, anticipating serious competit^ 
tion from China, Indonesia and othe^l 
countries with much lower labour co$t8»,; 
is formulating new strategies to meet th(f 
challenges it expects to face in the 
These strategies are being evolved througfaf; 
a consensus among a very wide spectrun|[ 
of viewpoints, interests and ideologies^ 
We can emulate this for the benefit oC; 
all—industry, commerce. Government and 
people at large. (Concluded)! 
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Economic Analysis 


Poverty Estimates and Employment Planning 

M. M. Varugheso 


Whether Povi-RTY estimates help em¬ 
ployment planning or not would depend 
upon the relationship between the con¬ 
cepts of unemployment and poverty 
and the manner in which they are rela¬ 
ted. There arc quite a few economists 
who believe that unemployment and 
poverty are related concepts. Gunnar 
Myrdal and Rosenstein Rodan are 
among them. Dandekar and Rath 
also observe a very close association 
between uncmplo>ment and poverty. 
Poverty is a manifestation of unemploy¬ 
ment, unless it is a case in which one 
chooses to remain unemployed and 
consequently poor despite the existance 
of suitable jobs which will earn one 
his keep and maintain him above the 
poverty-line. But is the converse true? 
The answer to this cannot be in the 
allirmativc in all cases. It is possible 
that extreme poverty may render a 
person physically and mentally unfit 
to take up any worthwhile employment. 

The causiil relationship between un¬ 
employment and poverty is recognised 
by ILO; according to it, unemployment 
is a major cause of poverty. The 
Colombia Report (ILO, 1970) points 
out that ‘a policy of full employment is 
the first and the most effective compo¬ 
nent of a programme to eliminate ex¬ 
treme poverty.* J. Mouly and F. Costa 
consider that unemployment and 
poverty are blood brothers, while 
undcr-eniploymcnt and unemployment 
arc twin brothers. The Five-Year Plan 
1978-83 also agreed with this diagnosis 
of the cause of poverty; it asserted 
that ‘unemployment, poverty and in¬ 
equality are related phenomena, so that 
any success in solving one of these 
problems would imply some success in 
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solving others*. But the approach in 
the Draft Sixth Five-Year Plan (1980- 
85) frame-work would seem to be 
entirely different; it is in fact just the 
opposite of what the earlier planners 
had adopted. The authors of this 
document do not seem to recognise a 
relationship, at once obvious and cau¬ 
sal. The document li.sts a ‘progressive 
reduction in the incidence of poverty 
and unemployment’ as one of the ob¬ 
jectives of the Sixth Plan. It is note¬ 
worthy that the statement of objectives 
mentions ‘poverty and unemployment’; 
and not ‘unemployment and poverty’ 
(in that order). It would appear that 
the causal relationship between unem¬ 
ployment and poverty, which is often 
assumed in literature on the subject, is 
lost on the planners. Or are they turn¬ 
ing a blind eye to it deliberately ? The 
Chapter on ‘Programme Thrusts during 
the Plan’ in the Plan frame also does 
not indicate that a relationship between 
unemployment and poverty is conside¬ 
red feasible or plausible in the higher 
echelons of planning. 

Removal of poverty and promoting 
opportunities for gainful employment 
have been dealt with as two unrelated 
items in the Sixth Plan frame. The 
cmpbyment-poverty linkage in the 
Plan frame, if cnc is discernible, is 
both tortuous and tenuous. To quote 
the Plan frame, ‘the most challenging 
task facing the country today is the 
generation of adequate opportunities 
for gainful employment for all sections 
of the population. Inadequate purchas¬ 
ing power, rather than non-availability 
of food in the market, has bv'come a 
major cause of under-nutrition and 
mal-nutrition in the country. Therefore 
the ability to provide opportunities for 


optimum development of the physical 
and mental potential of children will 
depend upon the extent to which 
poverty is reduced*. Look at the un¬ 
employment-purchasing power-poverty 
nexus! 

The Plan framework recognises that 
the hard core of poverty is to be found 
in the rural areas and the poorest sec¬ 
tions belong to the fajnilics of landless 
labour, small and marginal farmers, 
scheduled castes and scheduled tribes 
and socially and economically back¬ 
ward classes. It views employment as 
an indivisible component of develop¬ 
ment and expects employment and 
devclopmenl to catalyse each other. 
However, not much cognizance is taken 
of the fact that rural poverty is a func¬ 
tion of unemployment and under¬ 
employment that characterise the rural 
economy. 

There is a point of view that the twin 
concepts of unemployment and poverty 
have to be kept distinct from one ano¬ 
ther though they are not ‘scminally 
independent*; Amartya Sen has fathered 
this view. While recognising the fact 
that ‘employment is an important means 
of generating and distributing income,* 
he notes that ‘a person can be rich, 
yet uremployed.... a person can work 
very hard and still be poor. To identify 
employment with poverty seems to im¬ 
poverish both notions since they relate 
to two somewhat different categories of 
thought.* 

The difficulties in defining and mea¬ 
suring unemployment in the country 
have led to the search for alternative 
estimates which may adequately reflect 
the unemployment situaticn in the 
country and form the basis for employ¬ 
ment planning and at the same time are 


bastbrn 





1058 







free from the infirmities the unemploy¬ 
ment estimates are subject to. The 
concept of ‘unemployment’ is not very 
precise; it is composed of elements 
which are heterogeneous and therefore 
shorn of any additive quality. An 
omnibus estimate which does not dis¬ 
tinguish between different kinds and 
shades of unemployment, the numbers 
at work, duration of work and the in¬ 
tensity of work for each member in the 
different categories that make up the 
army of unemployed cannot obviously 
make much sense. Consequently the 
estimates churned out by employ¬ 
ment exchange and national sample 
surveys have not been very meaningful 
Often they excluded more than they 
included. The Committee of Experts 
on Unempl.^ymcnt Estimates also did 
not approve of the onc-dimcnsional 
" magnitudes of labour force, additional 
employment created and also unemploy¬ 
ment at the beginning or end of a 
Plan period, worked out by various 
agencies. In view ( f the difficulties in 
defining and measuring unemployment, 
Dandekar and Rath suggested the 
adoption of a poverty norm for esti¬ 
mating the desired level of additional 
employment fully aware of the associa¬ 
tion between unemployment and 
poverty. 

To decide on a poverty norm to esti¬ 
mate the desired level of additional 
employment, a level of employment has 
to be defined in terms of providing a 
minimum level of Jiving to the popula¬ 
tion. This is possible only through 
the acceptance of a minimum level of 
per capita consumer expenditure which 


capita consumption of Rs 20 per month 
at 1960-61 prices (excluding expenditure 
on health and education) was recom¬ 
mended by the study group set up by the 
Planning Commission. This figure has 
been adopted by B.S. Minhas and A. 
Vaidyanathan in their studies. The 
study by Dandekar and Rath uses a 
different criterion—Rs 15 per capita 
per month for the rural areas and 
Rs 22.5 per capita per month for the 
urban areas. While P.K. Bardhan ac¬ 
cepts Rs 15 per capita per month in 
respect of rural areas, he adopts a 
lower figure i.e, of Rs 18 for the urban 
areas. 

Some minimum standards have some 
times been defined in terms of mini¬ 
mum calorie requirements, taking 2250 
calories per capiia per day as the mini¬ 
mum requirement for an average 
Indian. Adoption of 2’50 calories as 
the minimum requirement of course, 
is open to question on a number of 
counts. Ojha, Dandekar and Rath and 
Bardhan have worked out their own 
estimates using specific nutritional 
standards. On the basis of norms pres¬ 
cribed by Sukhatme. EAO an 1 Patwar- 
dhan, the total consumption expendi¬ 
ture corresponding to minimum diet 
has also been worked out; they are 
given in Table I. 

The National Sample Survey distin¬ 
guishes between the ‘less poor’ and 
‘more poor*. It has been working on 
the basis of different per capita con¬ 
sumption expenditure figures to 


Table I 

Total Consumption Expenditure 
(1960-61) 


Rural areas 


PAD 

Sukhatme 
(minimum) 
Pat ward han 



28.60 


indicate the different kinds of poor. 
They worked out the number of 
severe destitutes, destitutes and poor 
in different rounds of their surveys. 
They define each of these categories on 
the basis of monthly per capita cx- 
perditurc as indicated in I able 11. 

The number of people below the 
poverty-line, both rural and urban, 
vary very much according to different 
estimates. For 196C-61, the number 
of people below the poverty-line was 
estimated at 131.0 million by Bardhan, 
136.0 million by Dandekar and Rath, 
164.0 million by Minhas and 184.2 
million by Ojha. For 1967-68, 
Dandekar and Rath came to a figure 
of 215.5 million, while Minhas arrived 
at a figure of 247 million. Tn these 
two estimates, the rural poor constitut¬ 
ed 77 per cent (166.4 million) and 85 
per cent (210 million), respectively. 
The percentages of people below the 
poverty-line in the rural areas in these 
estimates were also different; they 


Tabi e TI 

Definition—Severe Destitutes, Destitutes and Poor—Those with Monthly Per 1 


automatically gives a national norm of 
an adequate level of employment in 


Capita Consumer Expenditure Less than Rupees. 



terms of earning. Thus, a poverty-line 

Year 

Severe Destitutes 

Destitutes 


Poor 

is defined to estimate the necessary 



_ 

____ 

__ 

__ __ 

additional employment. 

Poverty-lines have been variously 
laid down by different experts. Most 


Rural Urban 

Rural 

Urban 

Rural 

Urban 

1960-61 

11 15 

13 

18 

15 

21 

of these arc related to a minimum ex¬ 

1964-65 

15 21 

18 

24 

21 

28 

penditure mostly on food which gene¬ 

1970-71 

21 28 

24 

34 

28 

43 

rates 2250 calories per capita per day. 

1973-74 

28 34 

34 

43 

43 

55 


The poverty standards laid down do 
vary depending upon the personal pre- 
delictions of different authors. A per 


Source: NSS Rounds 16th (July 1960—August 1961), 19th (July 1964—June 
1965), 25th (July 1970-June 1971) and 28th (October 1973—June 1974). 
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were 40 and 50.6, respectively. The 
estimates of Ojha, however, indicated 
that the percentage of rural poor was 
about 70. Bhatty also came to the 
same figure based on his study of the 
income distribution data. An in¬ 
teresting sidelight is that Bardban 
arrives at a rural/urban proportion 
which is the reverse of what Dandekar 
and Rath have arrived at. While 
Bardhan suggested that there is greater 
incidence of poverty in the rural areas 
(in 196S-69), Dandekar and Rath 
noticed greater incidence of poverty in 
the urban areas. The estimates of 
rural poor in 1967-68 range from 
166.4 million (Dandekar and Rath) to 
289 million (Ojha). The NCAER 
estimates placed the rural poor at 
about 250 million in 1970-71. Accord¬ 
ing to the Planning Commission, there 
were 305 million people below poverty 
line in 1977-78. 

It is noted that all the above 
estimates of the rural poor and those 
below the poverty line vary widely 
from one another. However, all these 
studies point to an increasing trend 
in the number of the rural poor. 
According to the National Sample 
Survey, the number of rural poor has 
not only increased in absolute terms, 
but also as a percentage of the total 
population. The figures in Table III 
indicate this position. 

Table HI 

Estimates of Rural Poor 


Round of 

NSS 

Rural poor 
(in million) 

Percentage 
to the total 
population 

I6th (1960-61) 

137-1- 

38.11 

19th (1964-65) 

176+ 

44.57 

25th (1970-71) 

188 + 

43.16 

28th (1973-74) 

208+ 

45.12 


^ There are no reliable estimates 
f: relating to unemployment in the 
^ country, nor do the available estimates 
U agree between one another. As emp- 
^Hoyment and povcity are related 


BCONOMIST 


In various studies conducted so far the estimates of rural poor and those 
below the poverty line vary widely. However, all these studies point to an 
increasing trend in the number of rural poor, the number not only increased 
in absolute terms but has also as a percentage of total population. 





concepts by common consent, the 
deficiencies of the employment esti¬ 
mates were sought to be made good 
by poverty estimates, which were 
considered to be an improvement. 
But are the poverty estimates any 
better? For working out the poverty 
estimates, a variety of bases were 
used by dilTcrent authors. These 
measures include per capita monthly 
consumption expenditure, nutritional 
standards, minimum diet, etc. Not 
only that reference years used were 
different in the different estimates, the 
minimum calorie requirements ^\ere 
variously defined, the prices used were 
not same in all cases and intra-family 
inequities were ignored. All these 
make the poverty estimates a little 
suspect. The poverty estimates cannot, 
therefore, serve any useful purpose. 

However, it must be noted that 
removal of poverty and removal of 
unemployment do not mean the same 
thing. For removal of poverty, it 
requires something more than the 
provision of jobs, as ‘it is not just a 
numbers problem*. The destitutes, 
severe destitutes and the poor require 
different types of help. Therefore, the 
numerous estimates of people below 
poverty line can have only academic 
interest and can at best indicate the 
general magnitude of the problem of 
poverty. It ‘cannot give much guidance 
in identifying the main contributory 
factors and devising appropriate 
solutions'. As Prof Raj Krishna has 
pointed out. the poverty of the 
employed, unemployed, self-employed 
and the unemployable require different 
treatment. The unemployable need 
simple income transfers, the self- 
employed like small farmers and 
artisans require additional inputs, 
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credit and knowledge, the employed 
require more effective trade unionisa¬ 
tion and the unemployed need work 
and/or means of production. 

One might also add that the employ¬ 
ed would like to have more productive 
work and the indigent would need 
rehabilitation. About those below 
the poverty line, the words of J. Mouly 
and £. Costa would bear repetition. 
‘For many of those occupied in agri¬ 
culture, it is lack of land which is Che 
principal constraint, suggesting a need 
for land settlement and/or agrarian 
reform. For others in agriculture, it 
may be lack of capital, lack of know¬ 
how or lack of motivation. For many 
others in rural areas, it may be a lack 
in particular of part-time employment 
since they cannot be wholly released 
from farm duties at certain seasons. 
There arc the under employed in over¬ 
crowded urban occupations, notably 
some service occupations, who need 
transfer to more productive work and 
there are the wholly unemployed*. 

In view of these, it would be useful 
to planners to have some information 
regarding the approximate numbers in 
the different categories mentioned 
above. While the knowledge about 
the numerical importance of each of 
these categories provides the solid 
basis for formulating programmes, 
the relative importance of each cate¬ 
gory is important in the implementa¬ 
tion of policies framed. In the absence 
of detailed information about these 
different categories, global estimates 
of people below poverty line cannot 
take us very far in our search for 
reliable estimates to help in employ¬ 
ment planning. , 



In the Nation 




Good Show by Public Limited 


The financial results of the working of 
426 selected large non-hnancial, non- 
Govemment public limited companies 
(each with a paid-up capital of Rs 1 crore 
or above) during 1979-80 show that the 
overall performance of the companies had 
^improved considerably as compared with 
1978-79. The rates of growth in sales, 
value cf production, gross profits, operat¬ 
ing profits and profits before tax in 1979- 
80 were higher than those in the previous 
year. 

The rate of increase in retained profits 


was also substantial during the year, 
though it showed a marginal decline h-om 
that in the previous year. Profitability 
as measured by gross profits as percentage 
of total net assets, gross profits as percen¬ 
tage of sales and profits after tax as per¬ 
centage of net worth also showed an 
uptrend in the year under review. While 
the ratio of current assets to current liabi¬ 
lities remained more or less static, debt 
as percentage of equity was higher. 

The share of various items of expen¬ 
ses in the value of production showed 


Cos 

I 

only marginal changes. The ratio of inte4 
rest paid during the year to the averagej 
of outstanding borrowings at the begin-1 
ning and at the end of the year wasj 
marginally higher at 12.4 per cent in 19794 
80 against 12.1 per cent in 1978-79. AD| 
the profitability ratios recorded improve**'; 
ment over the previous year. The ratiO| 
of gross profits to total net assets increa**'| 
sed from 12.0 per cent to 12.6 per cent/ 
while the margin on sales as measured by ; 
cross profits as percentage of sales, went up j 
from 10.5 per cent to 11.0 per cent. The* 



Performance of 426 Large Public Limited Companies : 1979-80 






Amounts (Rs crores) 


Growth 

rate (per cent 



1977-78 

1978-79 

1979-80 

1978-79 

1979-80 

Value of Production 


11,014 

12,402 

14,286 

12.6 

15.2 

Sales@ 


10,947 

12,218 

14,090 

11.6 

15.3 

Gross Profits 


1,106 

1,283 

1.548 

16.0 

20.6 

Operating Profits 


704 

863 

1,066 

22.6 

23.5 

Profits before Tax 


744 

894 

1,121 

20.0 

25.5 

Tax Provision 


402 

441 

522 

9.5 

18.4 

Profits after Tax 


342 

453 

600 

32.4 

32.4 

Dividends 


191 

218 

241 

14.2 

10.6 

Profits Retained 


151 

235 

359 

55.4 

52.7 

Gross Fixed Assets 


7,377 

8,097 

8,863 

9.2* 

9.4* 

Net Fixed Assets 


3,877 

4,224 

4,579 

8.3* 

8.3* 

Inventories 


3.009 

3,437 

4,171 

14.2 

21.4 

Gross Capital Formation* 


795 

1,109 

1,498 

10.7 

13.0 

Of which. 







^ Fixed Assets Formation* 


626 

681 

764 

9.2 

9.4 

Net Capital Formation* 


462 

748 

1,086 

10.9 

14.2 

Total Assets Formation* 


1,008 

1,334 

1,963 

10.1 

13.5 

External Sources 


528 

712 

1,099 



Of which. 







Bank Borrowing 


85 

199 

214 



Profits retained as %of 







Profits before Tax 





26.3 

32.0 

Profits after Tax 





51.9 

59.8 

Gross Profits as %of 







Total Net Assets 





12.0 

12.6 

Sales@ 





10.5 

11.0 

Profits After Tax as %of Net Worth 




11.7 

14.0 









@Net of rebates and discounts and excise duty and cess. 

^Adjusted for revaluation due to devaluation/revaluation of foreign currencies, etc. 


nCX>NC3|l08r 
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THE TEGHN010GIS1S’ 
SUPERMARKET 



That's one way of describing 
the broad spectrum of lOL's 
technologies. 

The technologists' supermarket 
is lOL where under one roof a 
wide range of products and 
services are available. 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment; special 
gases for the electronics 
industry, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research; anaesthetic equipment, 
welding and cutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the small 
tool manufacturer, the giant heavy 
engineering sector, petrochemical, 
fertiliser and refinery complexes 
plus entire gas plants, associated 
cryogenic equipment; and liquid 
oxygen explosives for mining. 


lOL 

w Jmr JBmF jm 


Backing this hardware Is a 
package of sen/ices-consultancy 
and advisory, after-sales, and 
training. 

lOL's leadership in all its 
activities is the leadership of 
technology. Cross-fertilising 
latest trends with existing know¬ 
ledge to breed a new genera¬ 
tion of products and services. 
For progress. 





Indian 

Oxygen 

Limited 


iOL offers the best in technology 


mrcAs.7/sQ 
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return on shareholders’ equity (profits 
^ after tax as percentage of net worth) rose 
from 11.7per cjnt in J978-79 to 14.0 per 
cent in 1979-80. 

The net working capital of the selected 
companies increased by Rs 302crores 
and amounted to Rs J,595 crores in 1979- 
80. With sundry creditors at Rs 2,208 
crores as against sundry debtors at 
Rs 1,739 crores at the end of 1979-80, the 
large companies continued to be net 
absorbers of trade credit. 

The ratio of current assets to current 
liabilities was J .27 in 1979-80 as against 
1.26 in the previous year. Debt as percen¬ 
tage of equity rose from 46.2 per cent in 

1978- 79 to 49.3 per cent in 1979-80. 
Judged by the growth rates in sales, value 
production, gross profits, operating pro¬ 
fits and pre-ta.x profits, companies in cot¬ 
ton textiles, silk and rayon textiles^ 
engineering, chemicals, rubber and rubber 
products, paper and paper products and 
electricity generation and supply indus¬ 
tries/industry groups turned in a good 

' performance. 

Mixed Bag 

Of these, engineering companies show¬ 
ed higher growth rates in all the indica¬ 
tors as compared to the previous year. 
Electricity generation and supply compa¬ 
nies which had reported decline in profits 
in 1978-79 staged a good recovery in 

1979- 80, recording impressive growth 
rates in profits. On the other hand, 
companies belonging to aluminium and 
cement industries recorded lower growth 
rates in profits in spite of higher sales 

'9 and value of production. 

Companies belonging to cotton textiles, 
engineering, chemicals, rubber and rubber 
products, paper and paper products and 
electricity generation and supply ^ indus¬ 
tries/industry groups reported increases 
in both profits before tax and profits after 
tax, which enabl:d them to increase divi¬ 
dend payments and to plough back higher 
amounts into business. As a result of 
decline in after-tax profits, companies in 
aluminium and cement industries lowered 
their dividends. While cement companies 
^ were able to retain some profits after 
paying reduced dividends, aluminium 
companies had to dip into reserves for 


payment of dividends. Sugar companies 
recorded post-tax profits in 1979-80 as 
against post-tax losses in 1978-79. 


Improved Labour 
Scene 


Thk iNDiJSTRiiM. relations situation in the 
country showed marked improvement 
during the year 1980, as compared to that 
of 1979, viewed in terms of the time loss 


due to strikes and lockouts. The tOta| 
time loss due to strikes and lockotttJ 
was 43.87 million mandays during 1978 
but it came down to 12.9 million man*!; 
days (Provisional) during the year I980& 
Strikes accounted for 54 per cent of thtj 
total time loss in 1980 as against 80 pet 
cent of the total time loss during the year 
1979. On the other hand, lockouts ac¬ 
counted for a time loss of about 46 pel 
cent of the total time loss as against 20 
per cent of the total time loss during 
1978. j 

I’lic Central sphere accounted for ii( 


Labour Situation in l980~At a Glance 



Strikes and 

Lockouts (P) 

■ jl 


No. of 

No. of 

No. Of 

State/Union Territory 

strikes 

workers 

mandayal 


and 

involve J 

lost 


lockouts 



Centre 

819 

550,993 

1,597,669 

Andhra Pradesh 

17 

4,172 

38,794 

Assam 

6 

5,882 

20,882 

Bihar 

109 

20,403 

753,114 

Gujarat 

205 

66,694 

882,624 

Haryana 

34 

5,180 

82,656 

Himachal Pradesh 

12 

1,182 

12,350 

Jammu & Kashmir 

3 

2,973 

31,913 

Karnataka 

33 

17,091 

269,179 

Kerala 

60 

52,902 

523,343 

Madhya Pradesh 

72 

10,818 

78,081 

Maharashtra 

173 

70,699 

2,168,423 

Manipur 

— 

— 

— 

Meghalaya 

— 

— 

— 

Nagaland 

— 

— 

— 

Orissa 

6 

501 

17,940 

Punjab 

43 

10,263 

68,32! 

Rajasthan 

50 

2,553 

16,48! 

Sikkim 

2 

540 

1,960 

Tamil Nadu 

219 

145,992 

2,245,523 

Tripura 

1 

258 

2S8 

Uttar Pradesh 

99 

68,261 

495,67! 

West Bengal 

160 

72,236 

3,442,1» 

Andaman & Nicobar Islands 

5 

2.488 

9,4!i 

Arunachal Pradesh 


— 

— 

Chandigarh 

3 

2,004 

1.92fi 

Dadra & Nagar Havcli 

— 

— 

—i 

Delhi 

30 

3,672 

35,8Sl 

Goa, Daman & Diu 

16 

6,963 

69,9011 

Lakshadweep 

— 

— 


Mizoram 

— 

— 

“■ i 

Pondicherry 

14 

10,607 

6.2^ 

Total 

2,191 

1,135,327 

12,910,661 

P* Provisional 







1063 


APRIL 24. 1981 




loss of 1.60 million mandays or 
It 12 per cent of the total time loss in 
as against 3.17 million mandays or 
ibout seven per cent of the total time loss 
In 1979. 

V The State phere accounted for a time 
loss of 11.31 million mandays or about 
V M per cent of the total time loss during 
year 1980 as against 40.70 million 
'pandays or about 93 per cent of the total 
' Pme loss during 1979. 

The time loss due to strikes and lock- 
;|DUt$ in the public sector was 2.20 million 
'pumdays or about 17 per cent of the 
l^total time loss during 1980 as against 
million mandays or about 17 per cent 
the total time loss during 1979. The 
j |time loss in private sector during 1980 
Ipnd 1979 were about 10.71 and 36.21 mil- 
mandays respectively. 

Amongst the States, West Bengal ac- 
:>unted for the maximum time loss of 
1.61 million mandays followed by 
aharashtra (2.39 million mandays) and 
Tamil Nadu (2.41 million mandays); these 
States taken together accounted for about 
per cent of the lota] time loss dur- 

Bg 1980. 

Amongst Industries, the group of 
^‘Manufacturing Industries’, as in the pre- 
.^ious years, accounted for the maximum 
Itime loss (10.57 million mandays). 

The major causes of strikes and lock- 
ij^uts were wages and allowances, per¬ 
sonnel and retrenchment and indiscipline 
jfind violence. 


Coal in Abundance? 


The coal industry’s achievement of a 
production of 114 million tonnes in 
1980-81, half a million tonnes above the 
target, is indeed commendabJe. In the 
last five years, the output had remained 
virtually stagnant at around lOJ million 
tonnes per year. It is therefore important 
to ensure that in the coming months, 
production is steadily and substantially 
stepped up so that the industry can fully 
meet the needs of all domestic consumers 
and also think of reviving exports. For 
phieving this objective, labour produc- 
l^vity shoii|4 be improved. The output 


per manshift in Coal India mines is 
reported to have increased from 0.66 
per tonne in 1979-80 to 0.70 per tonne 
in the next year. But is it relevant to 
note that the output per manshift is of 
the order of 17.27 tonnes in the USA, 
10.80 tonnes in Australia and 9.3 tonnes 
in Canada. 

Minirg conditions in India and the 
developed countries are different and 
therefore it may not be realistic to expect 
such high levels of productivity to be 
reached here in the near future. Bui 
surely it should be possible for the coal 
industry in India to achieve better results 
in the next few years. The Union Minister 


R.J. Venkateswaran writes 
from Calcutta 


for Energy, Mr Ghani Khan Chaudhury, 
told the Lck Sabha recently that the 
output per manshift in 1984-85 would 
be 1.20 per tonne. He described the 
measures being taken to improve pro¬ 
ductivity, such as mechanisation of the 
existing mines on a selective basis, im¬ 
provement of management, and imparling 
superior skills to workmen, supervisors 
and the technical staff. But it remains 
to be seen how effectively these pro¬ 
posals will be implemented. The average 
cost of production of coal produced by 
Coal India was Rs 123.83 per tonne in 
the period April 1980 to January 1981. 
In 1974-75 it was only Rs 68.76 per tonne 
which went up to 116.72 tonnes in 1979-80. 
Therefore, while stepping up the output 
of coal, more attention should be given 
to bring down the cost of production. 

No less urgent is the need to improve 
the quality of coal. Consumers all over 
the country have bitterly complained 
about the deterioration in quality but, 
so far, adequate steps have not been 
taken to redress their grievances. During 
1980, the Calcutta Electric Supply Cor¬ 
poration lost 38 million units, 2.5 per 
cent of its total generation, due to the 
poor quality of coal. 

Many power stations in the country 
continue to complain about their in¬ 
ability to build up adequate stocks of 
coal due to wagon shortage and other 


impediments in transport. As on 
February 28, 1981, 18 power stations 
had stocks of less than seven days’ con¬ 
sumption, 11 stations had a stock from 
7 to 15 days, and 10 stations had stocks 
of more than 15 days. The Minister 
for Energy told the Rajya Sabha recently 
that on the basis of the present norms* 
pit-head power stations should have coal 
stocks of about one week, tho,se located 
within 350 kms about 15 days’ stock and 
those situated beyond 350 kms 4 to 6 
weeks' stocks. But are these norms fixed 
realistically? Doubt arises because at 
the meeting of the Electricity Enquiry 
Commission, held in Calcutta on April 
10, the representatives of the Calcutta 
Electric Supply Corporation and the 
Railway Board could not come to an 
agreement on what constituted “critical” 
coal stocks. 

The Government of India therefore 
should see to it that, while raising the 
production of coal, proper attention is 
given to ensure its timely and adequate 
availability in all parts of the country. 


Joint Action in Jute 


The meeting of the representatives of the 
jute producing countries, held in Calcutta 
for three days from April 15, under the 
auspices of the UNCTAD, was expected 
to come to an agreement on the proposal 
to set up a World Jute Organisation. It 
was reported that this was not possible 
because of the unscheduled departure 
from Calcutta of the delegate from^ 
Thailand. It appeared, however, that the 
failure to agree was mainly due to the 
differences among those who participated 
in the discussions. The draft of the 
international agreement on jute, prepared 
by the UNCTAD Chairman, Mr. F. 
Jaramillo, was supposed to be a compro¬ 
mise formula which would help the pro¬ 
ducing and the consuming countries to 
come together to the conference table. 
The meeting discussed the details of this 
draft with reference to the structure of 
the proposed organisation, methods of 
financing it, voting rights, appointment of 
personnel and related matters, but it was 
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Unable to ifeacb a UonseUsus on dome 

issues. 

^ The failure to reach an agreemeiit» 
though unfortunate, was not unexpected. 
The need for some effective joint action 
by the jute producing countries to meet 
the challenge from synthetics has been 
felt for a long time. But there has been 
no powerful motivation on their part to 
adopt a common approach. The jute 
industries of India and Bangladesh have 
been competing fiercely with each other 
in the world markets, unmindful of the 

I threat from synthetics. Even on such 
issues as market research and improved 
cultivation of jute, the two major pro¬ 
ducers have not been able to act in a 
concerted manner. It is not surprising 
therefore that the Calcutta meeting, 
which was attended by delegates from 
India, Bangladesh, Thailand and Nepal, 
and observers from China and Brazil, 
could not come to an agreement on evol¬ 
ving a joint strategy for jute. 

The Union Minister of State for Com¬ 
merce, Mr Khurshid Alam Khan, in his 
address to the meeting, pleaded for unit¬ 
ed action by the producing countries to 
halt the heavy inroads from synthetics. 
He advised the delegates *‘to stay away 
from the delicate areas of controversy 
which might delay international action*’. 
But what are these ‘'delicate areas” and 
for how long could the producing coun¬ 
tries afford to avoid facing them ? Even if 
an agreement could be reached at the 
meeting in Geneva to be held in May, 
what are the prospects of the consuming 
countries giving their consent to the pro¬ 
posals for international price stabilisa¬ 
tion? 

Vahament Oppoaition 

The Chief of the agricultural com¬ 
modity branch of the UNCTAD, Mr L. 
Hulugalle, told the meeting in Calcutta 
that the consuming countries were "vehe¬ 
mently opposed” to the scheme for fixing 
minimum and maximum prices of jute 
fibre and jute goods and the creation of 
an international buffer stock. He said 
that these issues could be taken up after 
the formation of the International Jute 
Organisation. It is tiue that the ]»*oduc- 
ing countries are not in jv{^sition to dic¬ 
tate their terms. Even^; wi^ patience 
and preseverence it sho^ be po^ble to 



come to an understanding, provided the 
producers make sincere efforts to ensure 
regular supplies at competitive prices and 
make continuous efforts tO'hnd new uses 
for jute. 

The international agreement will take 
time to come into existence because it has 
to be ratified by the Governments of the 
jute producing and consuming countries. 
Meanwhile, Delhi and Dacca should 
examine in what spheres they can effec¬ 
tively act together. At present the jute 
industry in India and Bangladesh do not 
even seem to have a clear idea of each 
other’s progress, problems and prospects. 
It will useful for them to exchange in¬ 
formation on a regular basis about their 
programmes of development so that areas 
of agreement can be identified and appro¬ 
priate action can be initiated. Solidarity 
in jute at the international level may not 
be feasible in the immediate future. But 
there is no reason why at least India 
and Bangladesh cannot end their price 
war and start an era of close cooperation. 


Power and Politics 


The power situation in West Bengal 
which had shown some improvement in 
recent months has again deteriorated and 
extensive load-shedding has become a 
common feature. The representatives of 
business organisations, at their meeting 
on April 13 with the Electricity Enquiry 
Commission, set up by the Calcutta High 
Court, suggested that the Government 
should introduce a scheme of power 
rationing and avoid indiscriminate cuts 
in power supply. This proposal had 
been made on several occasions in the 
past but the Government did not give it 
a serious trial because of practical diffi¬ 
culties. Rationing cannot succeed when 
there is so much uncertainty about the 
daily availability of power from the vari¬ 
ous generating agencies. The supply from 
the DVC has lately improved but the 
performance of the plants of the State 
Electricity Board continues to be unsatis¬ 
factory. 

The attention of the Commission was 


drawn to the heavy loss in produo 
suflhred by industry due to the. 
shortage. The Bengal Chamber’s ] 
sentatives revealed that 38 of its co 
tuents had incurred a loss of produ 
of Rs 88 crores in 1979 and Rs 32 < 
in the first four months of 1980. These ^ 
units accounted for about 10 per cent 
West Bengals’ industrial capacity, 
wonders why the various industrial as 
ciations cannot regularly publish thieSt 
estimates of the loss in output, the loss ifl 
wages, and the loss in revenue to tli| 
Government arising from the scarcity 
power and the frequent load-shedding. 


Periodic Reports | 

Major industries like engineering, jutt^ 
cotton textiles and paper could eui| 
lighten the public from time to time abowl 
the impact of the power crisis on th^ 
production and on the economy of Wei^ 
Bengal. Such an exercise in public rela^ 
tions would put the State Government op 
its mettle and make the latter deal with 
this problem with greater seriousness. ^ 


The Electricity Enquiry Commissidl 
was told about the "complete bankrupted 
in the planning and execution of powce 
plants” in West Bengal. This indicate 
clearly the lack of close coordination bet 9 
ween industry and the State Govemment 
Dr Ashok Mitra has often complain^ 
strongly about the failure of the Central 
Government to consult the States 
major issues. He has also criticised tli| 
Planning Commission about its faulty 
approach to planning. But what hip 
prevented the Government of West Bengi^ 
from taking industry into confidence et* 
pecially on such vital problems asthii 
development of power? 

The Enquiry Commission was inform^ 
about the absence of discipline in w 
power plants. It was suggested tbitt 
"politicians along with employees aim 
engineers should jointly launch a motivA^ 
tion campaign to ensure higher produi^ 
tion”. The Left Front Government hil^ 
completed over four years in 
and one would have thought thatt^ 
problem of motivating the employees 
tackled long ago. In fact, the presenj 
Government has been generous in improyj 
ing the pay and allowances of these emn 
loyees. It is not as if they lack motival 
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mn. What is essential is to divert their 
TOtivation from politics to production. 

It is indeed unfortunate that when the 
power supply in West Bengal remains cri¬ 
tical and the outlook looks dismal, the 
l^tical situation in the State is so much 
psturbed which is bound to have its adverse 
ijl^rcussioii on the economy. Both the 
{$bvernment and the opposition should 
their role in a constructive manner 
$nd avoid conflict and confrontation. Mrs 
Qandhi has advised Congressmen in West 
Itengal that, while conducting their agi¬ 
tation, they should remain peaceful. But 
even peaceful agitations can do immense 
harm. Squatting on railway tracks, hold¬ 
ing meetings on the middle of busy roads, 
c^ganising noisy demonstrations in front 
of Government ofnees, taking out long 
processions on working days are examples 
of peaceful agitation to which all political 
^rties resort to gain their objectives. But 
the Congress(I) as the ruling party at the 
Centre should conduct itself with a greater 
lonse of maturity and responsibility. 

Industrial sickness in West Bengal, far 
Grom receding, continues to persist in an 
acute form. In this situation, the crisis 
to power and politics will aggravate sick¬ 
ness not merely in industry but in the 
other sectors of the economy and, which¬ 
ever party comes into power after the next 
lilection, it will find the task of revival 
extremely difficult. 
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Welcome Stress 
bn Project Exports 


ITS meeting of the Strategy Committee 
the Engineering Export Promotion 
ncil recently held at Madras, the 
tijj^uncil has flxed a tar^^et of Rs 1150 
for engineering exports during 
-82. Announcing this to the press, 
's Chairman, Mr G.D. Shah and 
utive Director, Dr. R.K. Singh said 
i there will be increasing emphasis 
project exports. 

ly EEPC hy|||>roadly envisaged an exports 
Jfcget of .^s 9300 crores by 1990-91 
cent of this will be in the field 
. jfcapi(ln%oods and project: Total ex- 
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ports of engineering goods during 1980-81 
are estimated to be near the target of 
Rs 900 crores fixed. Upto the end of 
January, engineering exports fetched 
Rs 700 crores. The prolonged strike in 
public sector undertakings in Bangalore 
from December 27, 1980 to March and 
the strike by employees of private clear¬ 
ing and forwarding agents of Bombay at 
the most critical period of the year, 
(February-March), when shipments are 
maximum, dampened the performance to 
some extent. Despite this Mr Shah said 
that there may not be much of a shortfall 
in the target of Rs 900 crores, which 


S. Viswanathan writes 
from Madras 


means a near 35 per cent growth in engi¬ 
neering exports during 1980-81, compared 
to the previous year. 

Mr Shah referred to some quick deci¬ 
sions taken by the Commerce Ministry 
which gave protection to engineering ex¬ 
ports from the effect of the steep increases 
effected in the price of pig iron (by 40 %) 
and steel (by 20*'^). The representation 
of the exporters of engineering goods was 
received with sympathy and the Govern¬ 
ment gave a decision within 15 days 
assuring that exports of existing contracts 
will be fully protected. Describing this 
as a very unprecedented welcome deci¬ 
sion, Mr Shah said that in the past such 
concessions covered only the first 10 per 
cent of the price increases, whereas this 
time the exporters could get 100 per cent 
protection. Even for the orders booked 
after February 9 when price increases 
were effected, the Government agreed to 
reimburse price differences. 

Mr Shah expressed satisfaction over 
the continuance of the extension of prio¬ 
rity, only after Defence and Asian 
Games in the supply of steel to engineer¬ 
ing exporters for another year. For the 
Eighties EEPC envisages an average 
growth rate of 25 per cent. Of this 10 
per cent will be by way of inflation and 
15 per cent through physical expansion. 

EEPC Executive Director, Dr R.K. 
Singh, said that of the target of Rs 1150 
crores, fixed for 1981-82, capital goods 
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Brituh Aid to India 

The controversial fertiliser project at 
Thal‘Vaishct has found a friend in its 
hour of need, Britain is to provide up 
to Rs 81 crores of grant aid. Around 
Rs 54 crores of this sum is towards the 
financing of three steam generation units 
which a British company will supply. 
The balance is to meet local project costs. 
It might be recalled that Britain is giving 
similar aid for the other gas based plant 
at Hazira. In all, theSe two projects 
will receive Rs 169 crores as grant aid, 

Britain, in fact, is the largest bilateral 
doner of aid, which amounted to about 
Rs 250 crores in 1980-8/, Since 1975, 
all British aid has been in the form of 
grants. 

Much of the aid has been spent on 
projects which help India''s industrial deve¬ 
lopment in the coal, power fertiliser and 
other priority sectors. The rest Was used 
to help India's agricultural and social 
development, including health and family 
Welfare. Approximately Rs 190 crores 
were used to finance British goods and 
services, and about Rs 55 crores to cover 
the rupee costs of projects. Some Rs 12 
crores were spent on technical cooperation 
and training. About 400 Indians were 
trained in Britain during the year in a 
wide range of disciplines. 


will account for Rs 450 crores, consumer 
durables Rs 423 crores, pig iron and steel- 
based items Rs 240 crores and non- 
ferrous items Rs 37 crores. The southern 
region will account for Rs 200 crores out 
of this. 

Mr Shah referred to the steps initiated 
by the Council forj)romottng project ex¬ 
ports. Important among these is the 
holding of conferences in strategic centres 
abroad, where facilities for the get toge¬ 
ther of Indian and foreign contractors 
could be provided. The Paris conference 
on joint tendering and special contracting 
held in November 1980 was an outstand¬ 
ing success, said Mr Shah. This has re¬ 
sulted in over 50 Indian and foreign 
contractors coming together for joint 
tendering on a shared basis. One of these. 
Continental Construction Corporation of 
Delhi has already secured a contract for 





Rft 500 cram ia coUabontioii with Bri¬ 
tish firms, for a large civil construction 
job in Iraq. 

These construction contract jobs 
indeed is an intererting development. 
Suddenly one finds a number of 
engineering firms taking upon jobs of 
sizes which they have not handled even 
in India. While the prospect appears 
quite interesting and promising, the 
bitter experience of the Engineering Pro¬ 
jects India in Kuwait, were it obtained 
the first major civil contract worth R$ 237 
crores, which it could not finish and 
pulled out of it after incurring sizeable 
losses, cautioned many others keen to 
enter this field. The lesson seems to have 
been learnt and there was a good deal of 
caution in the approach in subsequent 
years. Yet, th’re has been a great deal 
of spurt in this field. Ihe value of project 
contract tendered by civil engineering 
construction contractors as at the end of 
February this year amounted to over 
Rs 3500 crorcs. 

There has been a heavy concentration 
in two countries, Iraq (Ki 1820 crorcs), 


Libya (Rs 1070 crores). These two 
countries accounted for nearly 87 per 
cent of the total. Again, some 16 firms 
accounted for 85 per cent of th^ total 
contracts. The EEPC has been busy 
trying to widen the base of civil contracts 
and held a meeting of civil construction 
contractors in the southern region, di%- 
cussing with them the prospects of their 
going as sub-contractors to some of these 
larger ones. Dr Singh said that the 
Council was endeavouring to widen the 
base of such contract firms from the 
present 16 to at least 60. 

It has indeed been a very significant 
growth in engineering exports especially 
since the mid-Seventies. In 1970-71 the 
value of engineering exports amounted to 
only Rs 130 crores; in 1975-76 it grew 
to Rs4l3 crores and in 1980-81 it was 
in the region of Rs 900 crores. The 
range and content have increased 
considerably. Yet the clamour for props 
and drawbacks and other incentives 
continue unabated. Often, as it happens 
in the case of exports of primary products 
like iron ore, mica or tobacco, unit — 


realisation on exports has Mt p^ 
even with the rate of inflation, 
to heavy subsidies. For instance, in 
export of iron ore, the realisation IS 
National Mineral Development CoqM 
ration at around Rs 32 per tonne hi Idn 
80 was hardly three-fourths of its cost ^ 
production of around Rs 49 per tonne-f;i 
a classic example of poor IndM 
subsidising the rich Japanese. SintUl^ 
diseconomies arc inherent in the syileii 
of subsidies of several engineering exports! 
where export realisations are a a fraction 
of costs, and a much smaller fraetk^ 
of domestic prices. The type of omnibp 
incentives without discrimination b 
any and every type of product shou| 
give place to one of greater selectivity 
there must be efforts to identify thoi 
producis and services where the countr 
has a definite edge over its competitor 
with a view to secure fair prices. It i$ \lj 
this context that the labour intensiv 
nat'ire of project exports seem to hav 
a lot of appeal. The stress of the Coune 
in increasing the share of projects expofi 
in the total is thus highly welcome. 


Hyderabad Asbestos Cement Products Limited 

Registered Office : Sanatnagar, Hyderabad-500 018 

NOTICE 

It is hereby notified for the information of the Public that Hyderabad Asbestos Cement Products 
Ltd., proposes to make an application to the Central Government in the Department of Company Affairs. 
New Delhi under Sub-section(2) of Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 
for approval for implementing an Industrial Licence No. C:1L:53(75) in respect of remaining two items 
namely Asbestos Textiles, Yam Packing, Cloth Roofing Grade and Lagging and Locomotive Mattresses and 
Flooring Sheets with an installed and estimated production of 1500 Tonnes per annum at Dharuhera. 
Haryana instead at Ballabgarh, Haryana. 


Name of the proposed undertaking. 

Name of the Company proposing to 
establish the New undertaking and 
its Management structure. 

Capital Structure of the applicant 
Company. 

Proposed location of the new under¬ 
taking. 

Brief outline of the project cost, 
scheme and source of finance. 


HYDERABAD ASBESTOS CEMENT PRODUCTS 
LTD., DHARUHERA UNIT, HARYANA 
The proposed undertaking will be a unit of Hydera¬ 
bad Asbestos Cement Products Ltd., which is a Public 
Limited Company managed by Board of Directors. 
Issued, Subscribed and Paid-up Capital. Rs. 321 Lacs 


Dbaruhera, 

Mahendragarh Distt, Haryana. 

Estimated project cost 

Investment will be financed as follows 


Rs. 6(X) Lacs 
Rs. in Lacs 


Financial Institution Rs. 159.00 

(Foreign Currengy Loan) 

Internal accruals Rs. 441.00 

2. Any person interested in the matter may make a representation to the Secretary, Department of 
Company Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of pub¬ 
lication of this notice, intimating his views on the proposal and indicating the nature of his interest therein. 

(G. R. Desai) 

Hyderabad Secretary : Company Law 

Dated : 20-4-1981 Hyderabad Asbestos Cement Products Ltd. 
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^indow on the World 

Laissez-faire on 

Energy Front 


^ftlBSiDENT Reagan’s energy policy can 
^ neatly summed up in a single word: 
ijtaisscz-fVMre. And il has been propped 
jPP with some simple assumptions: Un- 
Jjbash the oil industry, give it a free hand 
l^ith a little Government regulation as 
^i^sible, and things will be all right 
^llgain. Free enterprise is America’s 
'"'^rump card, play it confidently and the 
j^roblems will be resolved. This is how 
nation was built up in the past: this 
how it must also secure its future, 
alone can lead to energy self-suffi- 
!\iiency, and to freedom from OPEC. 
^This was the refrain in the energy plan 
^iwindidate Reagan had offered to the 
^^fiation with an exuberance of faith. 

this is what President Reagan has 
'iset out to implement without letting 
^jjrass grow under his feet. 

L After a few days’ delay caused by the 
^Wease and arrival of the hostages from 
®lfan, Mr Reagan lifted the control on 
price of domestic crude oil and 
Allowed it to float to the world level 
by OPEC. Under the action taken 
-jby Mr Carter in April 1979 to phase out 
r&f control in thirty monthly instalments, 
was due to disappear at the end of 
Jl^^tember next. Mr Reagan hastened 
process by about eight months. 

In addition, the new Interior Secretary, 
(|bmcs Watt, is authorising drilling for 
in four controversial basins off the 
Ll^nic shores of Northern California, 
i^fais reverses the decision taken by the 
li^l^ter administration and has created 
among the environmentalists. More 
;j|^p ortant is the fact that Mr Watt is 
getting ready to lease out large 
^^Utiks of public lands for exploration 
development. These lands- national 
ks, wilderness, grazing lards, forests 
the like—have long been an object 
controversy. Owned by the US in 



the name of the American people, they 
total about 775 million acres, concentrat¬ 
ed mostly in the resource-rich Western 
States. In addition, the Federal Govern¬ 
ment controls another 820 million acres 
of the outer continental shelf in the 
nation’s coastal waters. 

Some official of the US Geological 
survey has estimated that the Federally 
controlled acreage may contain roughly 
50 per cent of all the oil and 40 per cent 
of all the natural gas yet to be discovered 
in the 50 States; and, in addition, they 
are supposed to contain other valuable 
mineral deposits. While no one knows 
for certain how much oil, gas and other 
reasources lie buried in these lands-— 
this can be known only after these 
lands have been throughly explored - 
Mr Reagan has long embraced the opti¬ 
mistic view. And not surprisingly, this 
is also the view of big business, especially 
of Big Oil which has been casting covetous 
eyes for years on public lands, which 
they would dearly love to rucksack and, 
if at all possible, to own in large slices. 
The new public-lands policy is adamantly 
opposed by environmentalists. But the 
cards are now heavily stacked against 
them. 

In keeping with his free-market phi¬ 
losophy Mr Reagan has practically given 
a coup de grace to the ambitious synthetic 
fuel project, estimated to cost S88 billion, 
which was launched by Mr Carter rather 
hastily to promote the nation’s energy 
development and also to prop up his 
dwindling popularity at a critical time. 
Through budget-slashing, contract can¬ 
cellations and other measures, he has 
reduced the Synfucl project to a mere 
tokenism. Clearly, he would like to 
lake the Government whooly out tf this 
business and to leave the field entirely 
to the industry. 
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The huge Department of Energy created 
by Mr Carter with an establishment 
budget of SIO billion a year was a major 
target to atti.ck by Mr Reagan during 
his campaign and he had promised to 
dismantle it. Again, by cutting down 
its budget and with other measures of 
retrenchment, he is moving swiftly in 
that direction, although as President he 
has made some concessions. He row 
agrees to keep a slimmcd-down depart¬ 
ment to render some essential services 
which will in any case have to be kept 
alive, such as monitoring the develop¬ 
ment of nuclear power, especially for 
its safety, and keeping ready a con¬ 
tingency plan for energy that could be 
brought into effect quickly in cfcse of an 
emergency like a sudden interruption of 
oil supply from the Mideast. However, 
the department, even.if kept alive, will 
function only on a barc-bones basis. 

Drastic Cuts 

This is abundantly clear from the fad 
that it has already drafted legislation to 
eliminate or to cut back drastically 
almost all its programmes which were 
introduced to encourage energy ebn- ^ 
servation and to develop renewable fuel 
sources and other alternatives to oil. 
The Reagan administration hrs already 
begun to cut back many of these pro¬ 
grammes through the budgetary process 
as the Budget Director, David Stock- 
man, mercilessly wielding his axe lops 
off the funds available for them. The 
legislation now proposed would be 
liquidate most of them and sevci ly curtail 
the funding for the rest. 

The Federal programmes that will 
be affected by the new law include; 
solar energy research and development, ' 
wind energy and ocean thermal dcvc- 
Jopments, research on electric vehicles 

i ' 
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( and methane*fueled transport, residential 
energy efficiency, energy conservation 
for commercial buildings, consumer edu¬ 
cation on energy conservation, small 
-state hydroelectric projects, and energy 
audits by public utilities. 

The Carter administration had 
sponsored these programmes as steps to¬ 
wards reducing the nation's dependence 
on imported oil. It is also reported 
that a study conducted earlier by the 
department had come to the conclusion 
that heavy investments to promote energy 
I efficiency and the use of renewable rc- 
"^sources could “virtually eliminate the 
need to import oil”, as such a strategy 
would, among other things, enable the 
United States to cut its energy consump¬ 
tion by 25 per cent by the end of the 
century. 

But with the advent ol the new ad¬ 
ministration the department has made 
ah about-face. It now holds that the 
market forces, freed by decontrol of 
oil prices, will naturally encourage energy 
't'conservation and adoption of the most 
efficient technologies. Besides, the whole 
emphasis of Mr Reagan is on encourag¬ 
ing the production of oil and other con¬ 
ventional energy sources through the 
market mechanism. He does not sec 
the need for fancy projects like solar 
heat, wind power and what not, and far 
less the need for the Government to be 
involved in their promotion. For the 
present he is content to bring about the 
euthanasia of these programmes through 
the budgetary process and to put off 
legislative action for their formal liqui¬ 
dation to a later date. 

w' 

Gas Decontrol 

There remains the question of decon¬ 
trolling the price of natural gas. Here 
again, Mr Reagan’s campaign promise 
was unequivocal—that, if elected, he 
would lift the control promptly. And no 
doubt he would dearly love to do so 
but for the legislative roadblock he is 
confronted with. The Natural Gas 
Policy Act of 1978 decontrolled only 
new deep gas, i.e., gas found at over 
15,000 feet down, but it kept the control 
^ on “old gas** and on new but “shallow 
gas” (found at 15,000 feel down or less), 
with the proviso that the controlled 
Ibices would rise in stages until January 



1, 1985 when most gas would be able 
to fetch the market price. It was esti¬ 
mated that, by then, the average price 
of gas would be $2.97 per thous^^nd 
cubic feet which, in terms of energy, 
would be equal to the price of oil as 
was projected in 1978. 

But oil prices have taken an unex¬ 
pected jump since then so that the average 
price of $2.97 per thousand c.ft. foreseen 
for 1985 is only one-half of the equivalent 
current price of oil. The relatively low 
price of gas, it is argued, is impeding 
exploration. Besides, unless the 1978 
Act is amended to allow for upward 
price revision, gas prices will take a 
sudden big leap when the day of final 
decontrol arrives. This view is definitely 
shared by the Reagan administration, 
but it is reluctant, at least at this stage, 
to go ahead with the proposal to amend 
the 1978 Act to provide for, if not im¬ 
mediate, at least speedier decontrol. And 
it has good reasons to hastei> slowly. 

Jolt to the Public 

The decontrol of oil has jolted the 
public. It has already increased the 
price of gasoline by at least 6 cents a 
gallon and has added 0.7 per cent to 
the January figure of inflation. The 
proposal for gas decontrol, the adminis¬ 
tration fears, would be bitterly opposed 
in Congress as inflationary and there¬ 
fore ill-timed. A fight with the law¬ 
makers is the last thing Mr Reagan 
wants, at least at this stage, since it could 
very well jeopiirdizc his economic re¬ 
covery programme to which he has given 
the highest priority. 

Besides, Congress may very well find 
a strong ally in American industry for 
opposing speedier gas decontrol. The 
industry consumes as much as 40 per 
cent of the nation’s gas. Its gas bill 
has already gone up many times—from 
$34 billion for the period 1976-80 it is 
expected to hit $234 for the period bet¬ 
ween now and 1985. Continuation of 
control would increase its annual gas 
bill by about 20 per cent. Immediate 
decontrol would put it to 50 per cent a 
year from the present level. 

The opponents of decontrol. also 
challenge the thesis that gas decontrol 
will increase drilling and production, 
that otherwise producers would make 
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SDR Interest Rate 1 

The Fund has set the interest ratem 
on the SDR and the rate at which If i 
pays remuneration on members credlm \ \ 
tor positions. 

For the calendar quarter starting ] 
April 7, 1981, the SDR interest 
rate is 10.125 per cent per annum^ * 
compared with the previous rate of: \ 
10.875per cent, and the rateofre^ 
munerationis 9.1125 per cent per V 
annum, compared with 9.7875 per ] 
cent. 

The decline in both rates reflects 
a decline in the combined market^ 
rate of interest, which is used to 
determine the SDR interest rate. 
Under the Fund's current rules, the 
SDR interest rate is 80 per cent of 
the combined market rate, rounded ; 
to the nearest 1/8 of 1 per cent, and 
the rate of remuneration is 90 per l 
cent of the SDR interest rate. 

The combined market rate is the 
weighted average of shorHerm : 
interest rates in the United States,, 
the Federal Republic of Germany, 
the United Kingdom, France and:, 
Japan, and is based on the rates for i 
the three-week period ending two-' 
business days before the calendar^ 
quarter for which the SDR interest^ 
rate and rate for remmeratiion argi 
determined. The combined rate of th^ 
period March 9-27, 1981 averaged^ 
12.5831 per cent per annum, com^'i 
pared with the rate of 13.5904 pet^4 
cent that prevailed in the IS day^ 
period ended December 29,1980^ J 


their investments in oil rather than ^ 
gas. In refuting this view they cite Burei^ 
of Census data which shows that, bd| 
ween 1974 and 1978, producers actuam 
invested more money for the cxploratm, 
and development of gas than of 
Why? Because the actual cost of 
ducing gas is one-third of the cbst ^^l 
producing oil. This merns that profit^ 
from investments have been greater 
gas than for oil. S 

Astute observers believe that facti 
with these awkward facts, Presideit 
Reagan will fall back upon “backdoo; 
decontrol”, thereby skirting the nec< 
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legislated change in the 1978 Act. 
For example, the Federal Energy Regu¬ 
latory Commission, which administers 
ithe Gas Act, could, within its existing 
framework, create new categories of 
^•high-cost or incentive gas” that would, 

: few all practical purposes, be deregulated 
and thereby raise the average price for 
all gas. It is a good bet that such a 
process will soon be under way. 

Thus, after years of excessive—at times 
senseless and even damaging — controls, 
the pendulum is swinging to the other 
extreme. The oil companies have been 
howling for decontrol to give them the 
resources they supposedly need for fur¬ 
ther exploration and development. But 
the fact is that they have been wallowing 
in liquidity at least for the last two years. 
Cash is now flowing into their coffers 
at the rate of SlOO million a day and 
accounts for 40 per cent of all the profits 
earned by corporate America. And what 
is it doing with this enormous wealth? 
It cannot do any more digging because 
exploration has been going full tilt ahead 
for some time with every available rig 
already put to work. 

Diversification Trend 

And so the industry is diversifying in 
other directions. In March, in just over 
a week, the Standard Oil Company of 
California offered to buy Amax Inc. 
for $4 billion; the Standard Oil Company 
of Ohio agreed to buy Kennecott Cor¬ 
poration for $1.77 billion; and Seagram 
and Sons was frantically trying to buy 
St Joe Minerals Corporation by using 
$2 billion it realised by selling its oil 
assets last year. The trend is likely to 
continue with more oil companies using 
their huge cash to gobble up whatever 
concerns look financially attractive to 
them. In addition. Big Oil is also buying 
back their own stocks which they con¬ 
sider underpriced and therefore an ex¬ 
cellent investment. 

All this is a far cry from what the 
industry was supposed to do with the 
wealth it has been amassing for some 
time. The public had hoped it would 
be used to broi^n the domestic base 
for future energy supply. But the oil 
company executives are acting like dyed- 
; in-thc-wool money managers with their 


eyes rivetted not on the nation’s energy 
future, but on their own bottom lines 
with an all-consuming concern to fatten 
them as much as possible. 

Mr Reagan’s laissez-faire policy has 
been predicated on a simple premise: 
Give a free hand to the free-enterprise 
oil industry, and it will bring energy 
freedom to the nation. This looks very 
much like a triumph of hope over past 
experience. 


European Gas Deal 
with USSR 


If the deal materialises, some 40 billion 
cubic metres (cbm) of natural gas a year 
will be flowing from the Soviet Union to 
the Federal Republic of Germany, 
France, Italy, Belgium, Holland, Austria 
and Switzerland starting from 1985. 
Initially, the gas wll come from fields 
already operating in Siberia and later 
from the Jamal Peninsula, in western 
Siberia. A new pipeline extending over 
5,400 km to the western border of the 
Soviet Union will have to be built. The 
material and equipment to be supplied 
by the West will cost DM 20 billion. 

Along the patterns of the first gas deal 
with the Soviet Union, that country will 
use credits from the buyer nations which 
will be repaid gradually by the gas pro¬ 
vided. Details of the package are still 
being negotiated between the Soviets on 
the one hand and Western gas companies, 
bankers and pipe-and-compressor manu¬ 
facturers on the other. The hitch until 
recently was the price, but foreign policy 
makers are now increasingly putting new 
stumbling blocks in the way of the 
negotiators. 

The Reagan Administration in Wash¬ 
ington has voiced its concern that the 
deal would make Western Europe so de¬ 
pendent on the Soviet Union as to narrow 
its political scope of action and make it 
vulnerable to extortion. This, Washington 
says, applies particularly to the Federal 
Rqpublic of Germany where the Soviet 
Union already accounts for 17 per cent 
of natural gas supplies (or 3 per cent of 
total primary energy consumption). 


Another 15 per cent comes from the 
Norwegian North Sea, 37 per cent front 
Holland and 31 per cent is produced do¬ 
mestically. The new deal would increase 
the share of Soviet Gas to some 30 per 
cent in the 1980s (or 5.5 per cent of 
West Germany’s total primary energy 
consumption). 

But neither politicians nor the business 
community are fazed by the prospect of 
using more Russian gas. On the contrary, 
the Bonn Government has given the green 
light for the negotiations to proceed. 
Mannesmann and, in its wake, Hoesdi; 
Salzgitter and AEG-Kanis are already 
preparing to provide the pipes and com¬ 
pressors. 

Eightythree per cent of the gas used in 
West Germany now comes from West 
European countries; for oil this figure is 
barely 20 per cent. Most of the oil that 
would have to be imported to offset any 
non-delivery of Soviet gas would have to 
come from the OPEC countries. 

And what that means in terms of sup¬ 
ply security is shown by Iran, Iraq and 
Libya and Libya alone meets 6 per 
cent of West Germany’s primary energy 
needs. 


Optimist Germans 


Is Soviet gas in any way more uncertain 
than Libyan oil 7 The West German gas 
business points to the good experience it 
has had so far with Russia. From 1973 
through 1980, the Soviets supplied Western 
Europe with 105 billion cbm of natural 
gas, of which Ruhr-gas (the only German 
importer of Soviet gas) bought 42 bil¬ 
lion cbm. In 1980 alone, some 10 billiop 
cbm of Soviet gas went to Ruhrgas. 


r\ 


The Russians have recently figured out^ 
that, in line with the contract they have 
with Ruhrgas, that company will have 
bought Soviet gas to the tune of some 200 
billion cbm by the year 2000. Supply 
and financing have gone off without a 
hitch so far—even in times of political 
tension. Asa result, the West German 
business community expects no supply 
problems for political reasons. The most 
important reason for this is that the new 
gas deal with the Soviets—like its prede¬ 
cessor-benefits the Soviet Union more, 
than its Western buyers. 

Since, under the present terms, the in- 
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vestment would be repaid in about ^ur 
year8» the Soviet Union would thereafter 
nave huge foreign exchange revenues (some 
DM8 billion a year given a price of 20 
pfennig per cbm) for many years to 
come—revenues it sorely needs. 

Another security factor against Soviet 
political pressure—or so the West German 
gas companies sec it - lies in the fact that 
the new pipeline would provide not only 
the West Germans but other European 
buyers as well. Should the Russians turn 
the tap the whole of Western Europe 
would come under pressure. But even a 
total shut-off of Soviet supplies for politi¬ 
cal reasons would not be dramatic, be¬ 
cause of the European grid, underground 
storage capacities and supply contracts 
with power stations and industrial enter¬ 
prises. Households and small commercial 
users would not be affected if the Russians 
turned off the tap. 

Safety Margin 

^ The quantities of natural gas that West 
Germany can actually do without are 
larger than current gas purchases from 
the Soviet Union. And this will increase 
still further. Even once West Germany 
starts buying additional Russian gas in the 
second half of the 1980s, the switch-off 
volume would still be two-thirds of the 
annual quantity of gas supplied by the 
Soviet Union. The remaining third could 
be coped with through the various instru¬ 
ments available to the gas business. Un¬ 
less negotiations are delayed by the politi¬ 
cians, the European-Soviet deal could be 
IfSigned, sealed and delivered by the middle 
of this year. 

The one open question is the price. If 
the Russians had their way, they would 
get the highest price for their gas, pay the 
lowest price for the pipes and get a 
whacking rebate on the interest rate. Right 
now the dispute revolves around the in¬ 
terest rate for the DM20 billion credit to 
be granted by a West German bankmg 
consortium headed by Deutsche Bank. 

I The Russians have set their limit at 
* 7.75 per cent and seem unwilling to budge 
udiile the West German bankers ask no 
less than 9.75 per cent. 


dfffmnce would Imve to be made 
up for in some other area (perhaps a lower 
gas price or a higher pipe price). 

(Westdentsche Aligemeine) 


Balance of Trade in 
West Improves 


Real trade balances improved in both 
Western Europe and North America in 
the first half of 1980 as export volumes 
continued to expand while import volumes 
fell rapidly. However, the deterioration 
in terms of trade which started in 1979 
has continued into 1980, although the 
rate of decline may be slowing. As was 
the case last year, the dominant influence 
in these price developments has been the 
22 per cent increase in crude oil prices 
since the beginning of 1980, and, to a 
lesser extent, the prices of non-oil com¬ 
modities, which on average have so far 
remained above their 1979 levels. The 
net result of these volume and price 
trends has been a deterioration in indus¬ 
trial Western Europe's trade balance in 
the first half of 1980 by about $15 billion 
relative to the previous half year. The 
trade balance in North America has 
remained roughly constant over the same 
period. 

In contrast with the similarity of the 
trade volume developments between the 
two regions, industrial production grew 
moderately in Western Europe until the 
first quarter of 1980 when there was also 
a sharp downturn. 

This period, however, has been charac¬ 
terised by a fair degree of variation in the 
cyclical positions of the market economies 
of Western Europe and North America. 
In several countries industrial production 
had already peaked in the first half of 
1979 (Greece, United Kingdom and the 
United States) while in Canada, France 
and Norway the peak was in the second 
half. In most countries, however pro> 
duction continued to grow, although at a 
modest rate, into the first months of 1980. 
Output peaked in the first quarter and 
then declined in Belgium, the Federal 
Republic of Germany, Italy the Nether- 




lands, Portugal, Sweden aild Switzerland. 
Exceptionally, growth continued throu^J 
the first half in Austria, while some 
covery appears to have taken place 
Norway in the second quarter. ' % 

Given the potential deflationary impact - 
of the recent oil price rises (140 per cent; 
since end-1978) on the economies of the 
oil importing countries, there has been, 
much speculation about the rate at which: 
demand would evolve among the oil ex-: 
porters. It appears, on the basis of preli-; 
minary evidence, that OPEC imports have^ 
given an important stimulus to the deve-! 
lopment of total West European exports^ 
but that the effect was much smaller on,; 
those of North America. However, even' 
in the West European case, the volume of 
export growth is lower, perhaps by as 
much as one-holf, of what had been gene-, 
rally expected earlier this year. ; 

;i 

Following the recent fall in industrial' 
production in Western Europe, its intra- 
regional trade will slow down and ita 
over-all trade prospects will then depend 
on the strength and length of the econo¬ 
mic recovery underway in the United; 
States and on the extent to which OPEC 
translates its rising financial assets into^ 
import demand. The reduction in dil 
supplies appears to placing an upward 
pressure on prices. These price rises, in 
addition to changes in the distribution of 
oil exporters’ revenues, may have a fur¬ 
ther deflationary impact cm economic 
activities in the industrialised market 
economies. 


---— 
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Woint of View 

Ancillarisation in India Needs Uplift 

H. Lajipathi Rai & G. N. Brahmanandam 


Tha Idea of developing ancillarisation, according to the authors, who 
are associated with DJPS College, Guntur, and Nagarjuna University, 
i respectively is in tune with the national objectives of diffusion of 
ownership and decentralisation of productive activities and for a 
balanced regional development. They consider it an economic 
Imperative and make a plea to the Government to remove all 
obstacles and to assure an active market for their products 


Interdependence among large, medium 
and small industries is increasingly bc- 
,doming evident. There is a growing 
trend towards specialisation in every field 
Hvhich is considered now as a sheet-anchor 
0f industrial progress. Consequently, 
It is much better for the large units to 
specialise in production of items which 
l^equire use of sophisticated technology 
and expertise and leave it to the small 
pnits to meet the needs of the various 
parts and components not requiring a 
high degree of sophisticated technology 
^nd expertise. 

Generation of eiriploymcnt, removal 
poverty, reduction of disparities of 
^Income and wealth and correctirg the 
ifegional imbalances are the aims which 
to be achieved urgently. Ancil- 
tarisation is one of the potential tools 
tor achieving these objectives.‘ 

% The process of fostering ancillaries 
Involves greater interdependence between 
large-scale and small-scale industiics. The 
idea of developing ancillarisation is in 
lane with the national objectives of 
diffusion of ownership and control as 
^ell as decentralisation and dispersal of 
productive activities and thus to bring 
out balanced regional development. A 
unique experiment of setting up an 
ancillary industrial estate under the wings 
of a public sector undertaking was tried 
out for the first time in India in May, 
1957, when HMT entered into an under¬ 
standing with NSIC in Jalahalli, Banga¬ 
lore. 

Jn India, the development of ancillary 
upits as reliable feeders to large in- 
l^stries is important from a number of 
^(ther points of view. It helps to create a 



new entrepreneurial class.* The SIDO 
in its annual report for the year 1979-80 
indicated that ''it has been calculated 
that for every worker employed in the 
small-scale sector, an investment of only 
Rs 5,800 is required against Rs 30,900 
in the large-scale sector. 

Industiial production aided by ancil- 
larics demonstrates higher productivity 
of inputs and helps proper utilisation of 
induslrirJ assets at the national level. 
This is borne out by the fact that Japiin, 
which relies heavily on the performance 
of ancillaiics, has achieved 30 to 40 
per cent reduction in the total cost of 
manufacture. This is also the pattern 
in the USA and West Germany. 

The old oflicial definition of an 
ancillary unit is: “Undertakings having 
investments in fixed assets in plant and 
machinery not exceeding Rs 15 lakhs and 
engaged in: (a) the manufacture of parts, 
components, sub-assemblies, tooling or 
intermediaries; or (b) the rendering of 
services; and supplying or rendering or 
proposing to supply or render 50 per 
cent of their production or the total 
services, as the case may be, to other 
units for production of other articles: 
provided that no such undertaking shall 
be a subsidiary of, or owned or controlled 
by, any other undertaking”. The defini¬ 
tion is hardly comprehensive. Recently, 
the investment limit of the ancillary 
sector has been raised to Rs 25 lakhs 
from Rs 15 lakhs. 

Contradictory opinions have been ex¬ 
pressed. For instance, it is stressed that 
it is not possible to define an ancillary 
unit strictly by the size of investment 
in capital assets and “an objective, pur¬ 


pose-oriented definition would seem more 
appropriate since in several instances re¬ 
latively large-sized units may be truly 
performing the function of ancillary units; 
viz, supplying sizeable proportions of 
their production to several parent firms”.* 
The approach of Government to the 
development of ancillaries should take 
cognisance of the diversity of sizes of 
the units in the ancillary sector, without 
stratifying it in terms of capital invest¬ 
ment. 

Economic Imperative 

The Government should encourage 
large-scale units to promote ancillaries 
and the only way to do this is to make 
them buy components from ancillary 
units. ‘A modern large industry of neces¬ 
sity has to depend on a number of small 
industries as feeder units. This is much 
more valid of the industry if it is to 
survive in the competitive international 
market. Ancillary support from the 
small-scale sector is an economic im¬ 
perative. The ancillary units on their 
part must supply parts and components 
and services to the required standards 
and at reasonable costs’.^ 

The growth of large houses and setting 
up of new industries provide tremendous 
potential for growth of small-scale ancil¬ 
laries. Promotional agencies of both'v^l 
the Central and State Governments can 
play a pivotal role by identifying the needs 
of the large houses by way of parts, com¬ 
ponents and services and then assisting 
in setting up of suitably equipped an¬ 
cillary units run by technically qualified 
entrepreneurs. 

By joining both the large and small- 
scale industries with each other through 
a system of sub-contracting, the parent 
unit takes the responsibility for the pro¬ 
vision of raw materials, technical assis¬ 
tance and even credit to the sub-contract-, 
ing (ancillary) units”.* This has helped 
many ancillary units in Japan to produce 
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goods at comparatively low costs thus 
making them internationally competitive. 

^ The ‘modern’ small-scale industries are 
by contrast already closely connected to 
the large-scale sector in a number of 
ways. Those producing intermediate 
goods (chemicals, motor parts, electrical 
components, machine tools) have both 
forward and backward linkages to the 
large sector. Final products produced in 
this sector also rely on big factories for 
inputs (such is the case, for example, 
with utensils, radios and sewing machines), 
f Moreover, some of them depend on 
the large-scale sector to market their 
products through the latter’s distributive 
chains and under established corporate 
brand names (matches, footwear, pressure 
cookers). Finally, the incomes generated 
in the large-scale sector provide demand 
for many of the small sector’s products, 
(electrical appliances, car fittings, house¬ 
hold furnishings). 

Share of Anciiiaries 

The share of small anciiiaries in the 
total ancillary development varies from 
I to 50 per cent among various industries. 
BfTorts are now being made to collect 
small ancillary units’ names, addresses, 
their lines of activities, capacity utilisa¬ 
tion, productivity measurements, etc, on 
product-wise, industry-wise and state-wise 
basis. This information when collected 
fully, will serve to monitor small ancii¬ 
iaries* development efficiently and also 
be useful for manifold policies and pro¬ 
gramme developments. 

As a result of sustained efforts, the 
number of ancillary units which was 
^ around 550 in 1977-78 has grown to 
805 in the year 1978-79. The ancillary 
units functioning under the umbrella of 
the Central Government’s public enter¬ 
prises provide employment to over 
18,000 persons. The progress made 
during the last five years is shown in 
Table III. 

The development of small-scale anciiia¬ 
ries around steel plants is a conscious 
corporate policy decision. Table IV 
gives the number of small-scale an¬ 
cillary industries located around each 
^ of the steel plants. 

In keeping with the above policy, the 
SAIL is presently associated with more 


than 500 small-scale and ancillary in¬ 
dustries that are located around various 
steel plants which are engaged in meet¬ 
ing the requirements of steel plants for 


certain type of spares, assemblies aiij 
consumable items. 

In India, the ancillary developmeQ! 
programme has received Government^ 


Table J 

Classification of Industries with Scope of Ancillarisation (Actual 
in the Order of Priority 


[ Potential) 


S. Name of industry 

No. 

Weightage 

1970-100 

Ancillarisation 
range% 

1. 

Transportation 

12 

60% to 90% 

2. 

Communication 

5 

50% to 75% 

3. 

Prime movers and power based 

10 

30 to 50 

4. 

Consumption and consumer durable goods 
industry (household, office and others) 

30 

10 to 30 

5. 

Industrial machinery and machine tools 

8 

20 to 40 

6. 

Chemicals and pharmaceuticals industry 

15 

15 to 30 

7. 

Basic industries (metals, minerals, cement and 
petroleum) 

10 

5 to 10 

8. 

All other industries (wood, paper, fibres, 
glass, ceramics, leather and rubber) 

10 

2 to 10 


Source: Lok Udyog^ March 1980. 


Table II 

Distribution of Industries—Statewise 


Stales 


Trans- Com- 
porta- muni- 
tior cation 
industry industry 


Power 

based 

indus¬ 

try 


Con¬ 

sumer 

durable 

goods 


Ma¬ 

chine 

tools 


Indl. Chemi- 

machi- cal dk 
nery allied 

products 


Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 
J&K 

Karnataka 

Kerala 

MP 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

UP 

W. Bengal 

Chandigarh 

Delhi 


8 

1 

3 

1 

1 

2 

8 

2 


18 


8 

2 

7 

1 

9 


10 

5 

3 

1 

34 


12 

9 

5 

7 

25 

2 


— 

— 

5 



1 

14 

3 

— 

23 

10 

28 

47 

7 

1 

6 

10 

6 

— 

— 

— 

— 

1 

— 

— 

— 

— 

— 


6 

8 

9 

12 

6 

7 

1 

3 

16 

— 

1 


3 

11 

54 

55 

13 

139 

168 

— 

— 

I 

1 

5 

4 

6 

7 

4 

7 

.— 

— 

1 

4 

8 

26 

48 

10 

27 

45 

— 

13 

4 

19 

28 

45 


23 

33 

1 

64 

1 

33 

3 

4 

7 


Source: SIDO Report, 1979-80. 
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>Tt for many years. However, in 
lual practice, there have been many 
vi^friculties in the implementation of a 
Ij^igorous ancillary programme, which 
;i|ire as follows: 

(a) These units are facing at present 
;|i. great enigma and panic because banks 
;^|iave not still made up their mind to 
:;|Occpt the new definition of raising the 
llivestment values to Rs 25 lakhs.* 

Ji (b) “Small is still at the mercy of big 
^iouses** in spite of Government’s stated 
^licy of protection. For example, 

' 4NCs still control 70 per cent of tooth 
^ste production. Pressures are being 
ideated on small producers to use MNC’s 
'^and name. 

I (c) The relationship between an an¬ 
cillary unit and the major industry in 
^me States is a “master-slave relation- 

4 (d) Even in the public sector under- 
fgkings, there has been a marked re- 
4(actance for supporting the establishment 
ijf ancillarics and granting them a speci- 
status as an ’ancillary* which would 
ijhen guarantee 50 per cent offtake of 
i^ir production.* 

(e) While the fact that purchases of 
large units from the small-scale sup- 
jrs have increased from Rs 257.2 
n in 1969-70 to Rs 1500 million 
1978-79, is encouraging, the large 
tits prefer to deal with smaller units 
.^erely as suppliers and not in any 
.<^|>ecial and contractual relationship. 
.^A(f) The problems of ancillarics result 
absence of long-term sub-contracts 
ith parent manufacturers, and, more 



Table IU 

of Public Sector Ancillary Units 

^ (Crores of Rupees) 

- 


^Year 

U 

ai 

of 

of ^ . 

No. of 
ancillary 
units 

Purchases from 
ancillary/SSl 
units by public 
enterprise 

*^974-75 

432 

29.31 

•*1975-76 

479 

36.36 

101976-77 

508 

43.84 

1977-78 

550 

80.57 

ii 1978-79 

805 

96.44 


Source: Lok Vdyog, March 1980. 




importantly, shortages of basic raw 
materials. This affects their production 
and efficiency, 

(g) Most of the ancillaries are facing 
sickness due to the slackness in their 
parental large units. 

(h) Tn the case of many ancillary units, 
payments for output are received after 
considerable time lag. This depletion 
of liquidity in many cases dampens the 
normal activity of ancillary units. 

(i) Lack of sufficient communication 
linkages between ancillary and large 


Table IV 

Steelworks’ Ancillaries 


Steel plant 

No. of small 
scale/ancillary 
industries re¬ 
gistered* 

Rourkela 

150 

Dokaro 

106 

Bhilai 

71 

Durgapur 

88 

IISCO, Burnpur 

68 

Alloy Steels, 

49 

(Durgapur) 



• As on December 12, 1979 
Source: V. Subramany and J.C. 
Madan, Study on Develop¬ 
ment of Ancillary and Small 
Scale Industries around Steel 
Plants under SAIL. 


industrial undertakings has provided scope 
for the growth of unscrupulous inter¬ 
mediaries. In fact the biggest obstacle 
in the way of healthy growth of parent- 
ancillary relationship in India seems to 
be the ‘jobber middlemen clique’. 

(j) Another constraint is marketing. 
Whenever a large sector undertaking is 
started anywhere in the country, the 
market information is not provided to 
the smallest entrepreneurs for ancillary 
opportunities. 

Quite apart from direct subsidies or 
fiscal incentives that may be offered to 
ancillary units, the assurance of an 
active market for their products and 
services should be there. 

The policies of the Government should 
be so devised as to remove all obstacles 
to the orderly growth of the parent 


units, which are predominantly in the 
large and medium sectors of the industry^ 

A separate set of operational conditions 
for the ancillaries should be prescribed 
because of the forward and backward 
linkages existing between the parent 
and ancillary units as it is practically 
impossible to isolate the fortunes of the 
ancillary units. 

The Government as an ideal pace-setter 
should first strictly instruct its own big 
undertakings to buy the components 
from ancillary units. 

The Government’s policy of preferential' 
treatment must be realised in practice. 
Curbs must be put on big firms which 
create pressures on small producers to 
use their own brands and common brand 
names should be selected by the Govern¬ 
ment for various types of consumable 
goods. 

Creation of a Department of Ancillary 
Industries in the Ministry of Industry to 
ensure proper growth of ancillary units. 

Role of Large Houses 

If we have to sec a healthy growth 
of small-scale ancillarics in the country, 
large industrial houses should come forth 
in formalising this relationship. They 
must spell out their obligations and res¬ 
ponsibilities in unequivocal terms to¬ 
wards their small-scale ancillaries and 
in this way they would do well to emulate 
the principles enunciated by the Bureau 
of Public Enterprises. 

In the matter of marketing arrange¬ 
ment by nucleus plants, the small- 
scale ancillaries must get their fair share 
of mark-up. In the matter of inputs, 
the nucleus plants should accept full'^ 
responsibility to provide scarce or im¬ 
ported raw materials as experience 
shows that this is the most serious 
bottleneck being faced by the small 
scale units. 

Last but not the least, large units 
should not exploit ancillary units; in 
other words, they should keep a close 
watch on their state of health. 

The STDO is providing marketing as¬ 
sistance to small units and the value 
of purchases of products of ancillary 
sector by the public or private sector 
amounted to Rs 160 crores (1978-79) 

An important development in this 
area has been the establishment of sub- 
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contracting exchanges at the Small 
Industries Service Institutes all over the 
^ country which maintain upto date data 
on the capacity available for the small 
scale or ancillary units to receive and 
execute job orders from the large units. 

An international sub-contracting ex¬ 
change to undertake on a global scale 
contracting from the developed countries 
to developing countries, is also being 
planned at present. 

“While making all efforts towards 
integrated industrial development, it is 
proposed to promote the concept of 
economic federalism with the setting up 


of a few nucleus plants in each districts 
identified as industrially backward, to 
generate as many ancillaries and small 
and cottage units as possible.” (IPB 1980) 
Reappraisal of economic and adminis¬ 
trative policies to encourage a steady 
economic growth rate of 10 per cent over 
decades in the country is very essential 
in the current decade commencing from 
1980. This course will support large 
scale ancillary development, employment 
and economic progress. 
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Regional Productivity Differences 

P. K. Joshi of Rice and Whea 


With thn advent of green revolution, a new era of agriculture emerged 
and productivity rose manifold. But green revolution in some States 
gave birth to income disparities which in turn, instead of reducing 
regional imbalances made them wider The author, who is aeeociatad 
with Agricultural Economics Division of the Indian Agricultural 
Research Institute, New Delhi, believes that the proper use of Inputs 
and modern technology and an assured water supply is the answer 
to reduce regional imbalances. 


An EFFECTIVE economic development stra¬ 
tegy depends critically on the achievement 
of rapid technical change, leading to 
productivity growth in agriculture. Since 
the emergence of new technology for 
staple cereal crops in India, heralded as 
the green revolution, the impact of such 
technological changes on productivity 
differences has been a major concern. 
The new era of agriculture in India has 
changed the productivity of farming at 
an impressive rate. The productivity of 
wheat rose from 6.6 quintals per hectare 
in 1950-51 to 14.8 quintals per hectare 
in 1977-78. The productivity of rice 
has doubled during the last 28 years. 
But extremely wide differences in agri¬ 
cultural productivity exist among the 
States of the Indian union^'®. 

Furthermore, these differences have 
widened during the green revolution 
period. The lags in the rate of pro¬ 
ductivity growth in various States re¬ 
presents a serious constraint on the over¬ 
all economic growth of the country. 
Mukhopadhyay* analysed the effects on 


crop output of measured inputs, regional 
constraints and weather factors in the 
wheat region of India. The inter-state 
variations in agricultural productivity 
could be explained largely by differences 
in the input fiictors like fertilizers, irri¬ 
gation, high-yielding varieties of seeds 
and credit.* Jn fact, variations in the 
yields of important crops give birth to 
income disparities and consequently re¬ 
gional disparities. Thus, it is necessary 
to find out how the regional disparities 
are behaving in Indian agriculture. In 
this study, it is argued that the disparities 
in agricultural productivity arc charac¬ 
teristics of regional, temporal and input 
effect. However, weather, which is also 
an important determinant of productivity 
differences, is not considered in the 
present text. 

Two most important foodgrain crops, 
viz, rice and wheat, have been selected 
for this study. It is an established fact 


major States have been divided into 
groups.* The coefficients of variatk' 
in the yields of rice and wheat and fk 
each region have been worked out fra 
the year 1966-67 to 1977-78. Similar^ 
to show the inter-temporal variatioil 
the coefficients of variations have bei 
worked out for both the crops and ^ 
each State. Further, to show the iii{j| 
effect on yield variations, irrigation, 
lizer use and adoption of high-yiektli 
varieties of seeds have been considered 

fi 

Average yields and coefficients ’ 
variation for rice and wheat for Inc 
are presented in Table I. It reveals it 
the yield of rice and its coefficient • 
variation have fluctuated widely ot 
time. The rice yield has attained fc 
peaks each followed b> a trough. Tht 
facts show that there exists an invei 
relationship between the yield and 
coefficient of variation, i.c. high-yti 
with low coefficient of variation, and v. 
versa. It has an important implicat| 
that during the high-yield periods, d 
parity in yield would be narrowed doll 
Similar to rice yield, the average yii 
of wheat in India has shown a substant 


* (i) Eastern region (Assam, Bihar, Oiissa,^ 
Bengal):(ii) Central region (Madhya Pradet 


that the new dimension of Indian agri¬ 
culture is witnessed only in these two 
crops. To identify the yield variability 
between agricultural regions, fifteen 


Rajasthan and Uttar Pradesh); (iii) North 
region (Punjab and Haryana); (iv) South reg 
(Andhra Pradesh, Karnataka, Kerala and Ta 
Nadu), and (v) Western region (Maharasl 
and Oujarat). 
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ybc better than in the western region. 

wheat yield is increasing but the 
^Id variability is observed to be less 
|T the eastern region than in the western 
i^ion. The wheat yield in the central 
:gion has shifted upward by only about 
50 kgs/ha in the last 12 years, i.e. from 
04 kgs/ha in 1966-67 to 1254 kgs/ha 
^1' 1977-78, while the disparity in wheat 
^eld is declining and expressing desirable 
wnd. The southern region is tradi- 
ibnally rice growing and only a small 
Srea is under wheat cultivation with 
^agre yield. 

? Important Roason 

If Another important reason for the dis- 
arity in yield is the period taken for 
jtody. The variability in the yield for a 
ipan of period is not alike for all the 
})itates of a region. This section deals 
dth how the yield variability is behaving 

diflFerent States between 1966-67 to 
ji^77-78. Table III displays the average 
l^eld of rice and wheat for different 
Idates and their coefficient of variation 
during this period. It reveals that Punjab 
Mtaincd the highest yield of rice (2002.75 
gs/ha) followed by Tamil Nadu and 
Maryana. Interestingly, the States of 
mt southern region witnessed high yield 
Md low yield variability of rice. The 
&cts show that the disparity has not 
*toidcned during a span of 12 years in 
States of the southern region. None- 
^eless, Punjab and Haryana witnessed 
yields with high disparity, indicating 
Jibat the yields in these States arc increas- 
with wide fluctuations. It can be 
I'^crred that both the traditional and 
* on-traditional rice-growing States have 
^totcntial for high yields with low un- 
V^rtainty in the former and high in the 
Patter. 

Furthermore, Punjab witnessed the 
highest yield of wheat followed by West 
r:^nga\ and Haryana. It is a welcome 




henomenon that West Bengal, which is 
non-traditional wheat growing State, 


^sferforms far better than 
-^Witional wheat belt. 


Hi 


the States of the 
However, the 


jjgh yield of wheat in West Bengal is 
, itained with high uncertainty. It is 
fitercsting to note that the traditional 
®|4ieat belt has exhibited low uncertainty 
on the other hand, the non-tradi- 


— - - - ■ ■ ' . . — -- ■"" " * " ' - - — 

Table III 

Average Yield and its CoefficleDt of Varlatioii of Rice and Wheat 
(1966-67 to 1977-78) 


Rice Wheat 


State 



Average Coefficient 

Average 

Coefficient 


Yield of variation 

Yield of variation I 


(kgs/ha) 

r / o ) 

(kgs/ha) 

(%) 

1. Andhra Pradesh 

1486.06 

7.15 

494.00 

44.45 

2. Assam 

973.75 

5.08 

935.50 

39.49 

3. Bihar 

845.08 

20.18 

1157.58 

27.54 

4. Gujarat 

910.00 

38.57 

1500.66 

16.62 

5. Haryana 

1730.16 

26.89 

1802.33 

16.74 

6. Himachal Pradesh 

1108.00 

12.48 

940.91 

15.60 

7. Karnataka 

1775.75 

12.21 

504.16 

33.86 

8. Kerala 

1477.25 

4.73 


— 

9. Madhya Pradesh 

724.50 

19.45 

748.66 

15.36 

10. Maharashtra 

1118.91 

25.63 

598.00 

36.72 

11. Orissa 

895.25 

12.86 

1435.75 

21.65 

12. Punjab 

2002.75 

31.70 

2215.50 

12.28 

13. Rajasthan 

935.08 

39.35 

1179.58 

13.59 

14. Tamil Nadu 

1863.75 

12.93 

404.50 

31.59 

15. Uttar Pradesh 

795.33 

19.29 

1204.66 

11.76 

16. West Bengal 

1206.08 

8.44 

1826.66 

26.56 


Table IV 




Variation in Area under Irrigation and High-Yieldii^ Varieties (HYV) of i 


Rice and Wheat (1975-76) 




Rice area under 

Wheat area under 

State 





Irrigation 

HYV 

Irrigation 

HYV 


Andhra Pradesh 

94.46 

56.95 

53.23 

NA 

Assam 

23.74 

19.13 

NA 

NA 

Bihar 

31.30 

17.87 

70.01 

71.74 

Gujarat 

31.17 

36.80 

67.31 

73.95 

Haryana 

90.20 

51.35 

84.33 

87.72 

Himachal Pradesh 

53.45 

79.28 

16.58 

81.83 

Karnataka 

63.63 

36.50 

18.66 

22.12 

Kerala 

30.96 

31.02 

NA 

NA 

Madhya Pradesh 

13.30 

25.47 

23.50 

30.97 

Maharashtra 

15.45 

55.95 

46.15 

82.41 

Orissa 

25.51 

12.64 

85.31 

78.86 

Punjab 

93.47 

69.67 

87.69 

90.79 

Rajasthan 

37.49 

23.97 

64.91 

49.69 

Tamil Nadu 

92.79 

81.27 

NA 

NA 

Uttar Pradesh 

18.64 

34.79 

77.52 

72.13 

West Bengal 

24.93 

23.82 

5.66 

NA 

Coefficient of variation (%) 65.90 

51.82 

53.89 

34.11 
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increase during the last 12 years. The 
^wheat yield is increasing*with a declining 
coefficient of variation, indicating that 
disparities in wheat yields among the 
States are decreasing—a welcome pheno¬ 
menon. 

The average yield of rice in the northern 
region is observed to be the highest. 
The yield here has increased substantially 
from 1173.50 kgs/ha in 1966-67 to 2983.50 
kgs/ha in 1977-78. Similarly, the yield 
variability has shifted upward, indicating 
Ahat yield disparity is widening between 
^Punjab and Haryana. The yield of rice 
in the western region also has gone up 
from 691.50 kgs/ha in 1966-67 to 1472.00 
kgs/ha in 1977-78, while the disparity 
in yields within the region has registered 
a declining trend. The southern region, 
which is traditionally a rice growing 
region, has demonstrated a rise in the 
average yield from 1454.00 kgs/ha in 
1966-67 to 1827.00 kgs/ha in 1977-78. 
Similarly, the coefficient of variation 
in the southern region also increased 
'^from 5.48 in 1966-67 to 20.57 per cent 
in 1977-78. Ex plaining that the yield 
gaps between the States are widening. 
The facts point out high yield-high 
variability in 1969-70, 1973-74 and 
1975-76 and low yield-low variability 
in 1974-75 and 1976-77. On the con¬ 
trary, the eastern and central regions 
have shown poor performance in 
the growth of rice yield. The co¬ 
efficient of variation in the former, how¬ 
ever, is fluctuating but declining with 
four peaks and troughs. On the other 
hand, yield disparities in the central 
region are demonstrating an irregular 
^rend with three peaks and troughs. 

Northern Performance 

The northern region, which is tradi¬ 
tionally wheat growing has registered an 
excellent performance in the yield of wheat 
compared to other regions. The wheat 
yield in this region has increased from 
1486kgs/hac. in 1966-67 to 2317 kgs/ha in 
1977-78. The yield variability isdisplaying 
an irregular and inconclusive trend. Never¬ 
theless, the western region witnessed very 
||iigh variability in wheat yield, which 
culminated to 85.93 per cent in 1972-73. 
On the other hand, the performance of 
wheat yield in the eastern region is found 



r 

Table 1 




• 1 3 

YieMs of Rice oad Wheat and Their Coefficients of Variation (CV) 


r 

Rice 


Wheat 


Year 

Yield 


CV 

Yield 


CV 1 


(kg/ha) 

(%) 

(kg/ha) 


(%) 0 

1966-67 

863 


45.11 

887 


56.42 : 

1967-68 

1032 


23.99 

1103 


52.85 5 

1968-69 

1076 


35.01 

1169 


56.93 : 

im-io 

1073 


32.79 

1209 


62.63 

1970-71 

1123 


28.52 

1307 


59.68 i 

1971-72 

1141 


33.77 

1380 


47.00 ! 

1972-73 

1070 


45.46 

1271 


50.26 1 

1973-74 

1151 


36.92 

1172 


47.24 5 

1974-75 

1045 


41.45 

1338 


43.49 

1975-76 

1235 


35.84 

1410 


41.83 H 

1976-77 

1088 


41.49 

1387 


49.68 i 

J 977-78 

1308 


42.94 

1480 


47.61 ■} 


TaBLIi II 




3 

Inter-regional Variation (Coefficients of Variation) in the Yields of 

■ -i 


Rice and Wcat Crops 



j 






(Per cent) j 

Year 

Eastern Southern Western 

Centrf?! 

Northern ^ 

• i 

. _ 


Crop : 

Rice 




'1 

1966-67 

37.05 

5.48 

20.34 

25.98 


1.50 ' 

1967-68 

11.05 

7.19 

10.78 

17.23 


0.05 f 

1968-69 

13.24 

6.89 

50.86 

22.25 


9.59 1 

1969-70 

22.96 

19.09 

9.70 

7.66 


2.28 

1970-71 

18.60 

16.50 

0.23 

18.58 


2-23 1 

1971-72 

21.65 

12.68 

4.20 

23.78 


7.35 f 

1972-73 

10.55 

12.85 

32.17 

11.87 


16.51 h 

1973-74 

13.47 

15.39 

8.25 

5.27 


14.90 t 

1974-75 

21.95 

8.73 

52.92 

20.12 


26.11 

1975-76 

14.13 

15.73 

16.27 

30.17 


15.14 

1976-77 

18.12 

12.94 

7.32 

38.68 


3.16 

1977-78 

18.03 

20.57 

8.55 

16.06 


17.94 . 


Crop : 

Wheat 




£ 

1966-67 

28.92 

29.04 

57.57 

34.57 


5.51 ^ 

1967-68 

19.73 

37.75 

72.77 

23.74 


4.88 : 

1968-69 

45.18 

37.82 

61.07 

27.49 


17.03 ' 

1969-70 

56.49 

25.08 

71.29 

25.18 


4.46 i 

1970-71 

58.72 

37.80 

73.85 

28.11 


5.37- 

1971-72 

23.26 . 

25.16 

73.04 

19.47 


11.60 

1972-73 

17.38 

14.83 

S5.93 

29.59 


43.90 : 

1973-74 

23.51 

25.60 

72.74 

15.97 


25.58 ■ 

1974-75 

25.70 

34.44 

51.62 

20.38 


21.06 , 

1975-76 

26.87 

35.62 

31.56 

23.46 


12.86 

1976-77 

28.18 

26.29 

42.85 

30.06 


12.77 

1977-78 

26.75 

31.42 

54.45 

23.82 


13.39 
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al wheat belt States have exhibited 
uncertainty. 

The uncertainty in the rice and wheat 
^l^elds between regions is mainly due to 
irrigational facilities, fertilizer con- 
i^mption and the adoption of high- 
ijmlding varieties. Table IV reveals that 
i|l^re exists very high variability in the 
8 i{|!rigated area of rice and wheat. 

Similarly, high disparity is found in 
adoption of high-yielding rice variety. 
0 ^ 8 owever, disparity in the adoption of 
Ql^igh-yielding varieties of wheat is lower 
I han that for rice. Another very signi- 
licant component of new agricultural 
p iibchnology is the application of inorganic 
; Utilizers (N + PjO. H- K 2 O). Fertilizer 
^Consumption is far lower than that 

f l^commended by the farm research. It 
|jfc also found that there exist extremely 
* le differences in fertilizer consumption 
ong different States of India*. 


Main Component 

It is a well-known fact that irrigation 
the main component of high-yielding 
agricultural technology and if this 
h^ource is provided adequately, the 
potential of the new technology could 
attained. Tables V and VI show the 
Odds of irrigated and unirrigated area 
a f rice and wheat along with their gaps. 

It is surprising that wider gap in rice 
jLpd wheat yields of irrigated and un- 
ll,Tigated areas is obtained in Punjab and 
'^^gryana, which arc mainly recognised 
^S high productive States of India. These 
Qibles show that the existing disparity 
yd^een irrigated and unirrigated rice 
r^d wheat crops is too wide and if it is 
jj^rrowed down, the production in the 
l^jpuntry would substantially increase and 
bring down the regional disparities 
4 yields. 

j,/ Thus, on the basis of above findings, 
may be said that the differences in 
^ricultural productivity are mainly due 
i > the regional, temporal and input 
cts. These differences in the yields of 
'^ce and wheat are large enough and the 
disparities must be brought down. Other- 
lise, the lagging regions would act as 
on economic development. Assured 
ational facilities must be provided 
^reduce the high variability in yields 
thus pave the way for adoption of 


r' - - ' ■ . . . .' --^-S 

Table V > 

Yields of Irrigated and Unirrigated Areas and their Gap for Rice (1975*77) 



Average yield of 

Gap 

Rank in 
gap 

State 

Irrigated 

area 

Unirrigated 

area 

Andhra Pradesh 

1516 

768 

748 

IV 

Assam 

1248 

960 

288 

xn 

Bihar 

1068 

742 

326 

IX 

Gujarat 

1670 

1107 

563 

V 

Haryana 

2265 

1180 

1085 

I 

Madhya Pradesh 

958 

652 

306 

X 

Maharashtra (1974-76) 

1555* 

1424* 

131 

xni 

Karnataka (1974-76) 

1632* 

1261* 

371 

VJII 

Orissa 

1002 

707 

295 

XI 

Punjab (1974-76) 

2259^ 

1195* 

1064 

11 

Tamil Nadu 

2023 

965 

1058 

III 

Uttar Pradesh 

1247 

825 

422 

VM 

West Bengal 

1828 

1326 

508 

VI 

Coefficient of variation (%) 

28.69 

25.48 

— 

— 


Table VI 




Yields of Irrigated and Unirrigated Area and their Gap for Wheat 

(1975-76 to J976-77) 



State 

Yield of 

Gap 

Rank 


Irrigated 

Unirrigated 




area 

area 



Assam 

1406 

1016 

390 

IX 

Bihar 

1112 

807 

305 

X 

Gujarat 

1997 

569 

1428 

I 

Haryana 

2102 

1226 

876 

III 

Karnataka 

834 

386 

448 

VIII 

Madhya Pradesh 

1525 

743 

782 

IV 

Maharashtra 

1266 

610 

656 

V 

Punjab 

2454 

1423 

1031 

11 

Rajasthan 

1430 

883 

547 

VII 

Uttar Pradesh 

I486 

893 

593 

VI 

West Bengal (1974-76) 

978 

771 

207 

XI 

Coefficient of variation (%) 

32.85 

34.81 

— 

— 




new agricultural technology which will 
boost agricultural production. 
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Focim on tndmiry 


Progress of Mica Industry 


This country holds a dominant position 
as a producer of mica, accounting for 
about 80 per cent of the world output. 
There are only two other countries, namely, 
Brazil and Malagasy, which, between 
them, account for the balance 20 per 
cent. Despite this, India had not been 
able to take advantage of its special 
position. In fact, it had sufifercd due 
to unhealthy competition among Indian 
suppliers of mica and unplanned mining. 
The Government decided to canalise 
exports of processed mica through the 
Minerals & Metals Trading Corporation 
with effect from January 24, 1972. 

However, by the very nature of the 
mica trade, it needed wholetime atten¬ 
tion of an independent agency which 
.should be nearer to the major producing 
centres and shipping points to facilitate 
quick decision making. As .such, the 
Mica Trading Corporation of India Ltd 
was established at Patna. MITCO took 
over all the functions relating to mica, 
including canalisation from June 1, 1974. 

Pooled Resources 

Initially, a written understanding was 
reached with the private exporters that 
all the export orders brought in either by 
the corporation or by the erstwhile 
exporters would be pooled and shared 
equitably, based on each exporter’s past 
performance, earmarking 30 per cent of 
such orders for being serviced by the 
coq>oration out of its own procurement 
from the weaker section of the trade and 
the balance 70 per cent being left to 
private exporters. 

In February 1976, a Mica Advisory Com¬ 
mittee was constituted with non-official 
and official members. On the recommenda¬ 
tion of the non-official members of this 
committee, it was decided to delink from 
the sharing formula all varieties of mica 
in sizes below No 5 with effect from April 
17, 1976. After a later review however 
all varieties of mica in sizes below No 5 
have been relinked to the sharing formula. 


The ratio of 60:40 (60 per cent for the 
erstwhile exporters bringing the sale 
order and 40 per cent for MITCO) has 
also been changed to 50:50 from 
September 1980. 

The mica industry is primarily export 
oriented. The domestic consumption of 
processed mica is not substantial. Esti¬ 
mates place it at less than 1000 tonnes 
per annum. Tabic below indicates the 
production statistics of mica; 

Output of Mica—Crude 
Year Output (Tonnes) 

7975 iTioT 

1976 9494 

1977 9352 

1978 9:93 

1979 8980 

1980 (Upto Sept, 80) 5811 

Mica mining is .speculative and is largely 
carried out by trial and error methods as 
there is no scientific method to locate 
possible mica bearing pegmatite zones. 
The workings can be classified into three 
categories, viz(i) suiface mining to 30 m 
depth; (ii) mines between 30 and 100 m 
depth; and (iii) those going beyond 100 m 
depth. Nearly 60 per cent of the total 
mines belong to the first category and 
others represent 25 per cent and 15 per 
cent respectively. Mica mines arc work¬ 
ed at deeper levels more in Andhra 
Pradesh than in Bihar and Rajasthan. 

Exports of processed and fabricated 
mica during 1980-81 were 17,000 tonnes 
valued at Rs 24 crores and 10,500 tonnes 
valued at Rs 12 crores respectively. The 
targets for 1981-82 have been fixed at 
20,000 tonnes valued at about Rs 33 
crores and 15,000 tonnes valued at about 
Rs !9 crores respectively. 

Exports of processed mica have re¬ 
mained almost stagnant during the last 
two decades on account of use of substi¬ 
tutes. Industrialised countries have 
succeeded in finding more than one type 
of material which can replace mica, sudi 


as, ceramic paper, glass (heat resistiindl 
and polystyrene in addition to micatiit 
and reconstituted mica and consequent 
mica has lost its indispensible charaotei 
Replacement of valves using mica i 
equipment like radio and TV sets b 
transistors, has helped this trend, 
sides, manufacture of radio sets of mil 
size has reduced the size of mica condeji 
sers used. Liberal releases of mica fm 
the US stockpile has also reduced 
mand. During the Second World 
and the Korean War, India supplied lai^ 
quantity of mica to USA which is 
being released in the world mark^ 
reportedly at prices 15-20 per cent cheapjl 
than the present prices of Indian mii^ 
Scrap mica is also cheap and is utilisd 
in the manufacturere of reconstitute 
mica which is being widely used as V 
substitute along with ceramic paper. 

■ j 

Limited Scope 

Exports of processed mica do ni: 
therefore, offer much scope. Howeve 
it has been noticed that there is il 
eagerness on the part of foreign buyc) 
to look for manufactured mica froi 
countries like India, where labour 
cheap and the price of mica fairly low. y 
has therefore been MlTCO’s endeav^ 
to step up exports of fabricated mio 
To this end, MITCO has been makit 
efforts to establish its own fabricatsc 
projects. 

A mica fabrication unit at Giridih wt 
set up in 1976 and the following yeafr 
tool room to manufacture dies ft 
fabrication was also .set up. In view ; 
the increasing demand for fabricated mli 
in the developed countries, arrangemeil 
are being made to expand the fabrica^ 
factory as well as the too] room. A d 
ground mica powder plant was inttalli 
in 1977-78 with a nominal investment 
about Rs 70,000 and exports have al^ 
reached a level of Rs 100,000 a year. 

—-Hardev Sim 
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ITATE OF THE 
!CONOMY 


proved Industrial 
itput 

iREC’iNT trends in indus- 
1 production and prices arc 
^mising and could provide 
{foundations for a speedy 
nd sustained development of 
iie industrial sector, according 
the Annual Report of 
ifinistry of Industry for 
There has been subs- 
ntial improvement in the 
all disposal of applications 
i well as in the issue of letters 
‘ intent and industrial licen- 
During the year 1980, 
$posal of industrial licence 
plications went up by 67 
cent, issue of letters of 
itent by 72 per cent and issue 
industrial licences by 30 
* cent. 

[jFrom the total number of 
new foreign collaboration 
[Plications, 483 applications 
due for disposal; out of 
.^^ich 467 cases were disposed 
leaving a balance of 16 
^^lications. The proportion 
disposal of new applications 
" reference to the total due 
' disposal works out to 96 
feent. The main areas of 
eign collaboration were in 
( fields of Industrial Machi- 
Electiical Equipment, 
pmicals. Transportation, 
(tallurgical Industry and 
hinc Tools. 

he Government has taken 
Plj^sto make available tech- 
|ipogy for the manufacture of 
P^roved versions of power 
'i;iioks to enable the jiidige- 
Jftbus manufacturers to produce 
lid^hiclcs with better fuel charac- 
iwlstict ani endurance. Diver- 
0 » ucation in the 2-whccler 
Industry has also been allowed 
tl.c existing manufacturers 
other types of 2-wheelers 
Higve also taken advantage of 
same and have introduced 
Woved versions of mopeds. 
there is a substantial 
aand for mopeds the world 



over, the moped manufacturers 
arc taking steps to make the 
vehicles conforming to the 
standards and the regulations 
of importing countries. It is 
expected that in the year to 
come, export of mopeds will 
substantially go up. In order 
to enable the production of 
mopeds employing the latest 
technology and affording the 
maximum fuel efficiency besides 
enabling better utilisation of 
the capacities of established 
units, Oovernn*cnt have per¬ 
mitted foreign col'aboration 
for the manufacture of mopeds. 

Capacity Expansion 

Efforts arc being made to 
augment the production of 
scooters by strengthening the 
public sector unit. A unit 
manufacturing a popular brand 
of scooters in the private sector 
has been granted expansion. 
Scooters manufactured in the 
country are quite popular 
abroad and exports are quite 
substantial. 

Automobile ancillaries sup¬ 
port the growth and develop¬ 
ment of the entire automotive 
sector. The demand for auto¬ 
mobile components arises not 
only from the original equip¬ 
ment manufacturers but also 
from the replacement market. 
There are at present more than 
190 units manufacturing auto¬ 
mobile components in the 
organised sector besides a large 
number of units in the small 
scale sector. The total install¬ 
ed capacity is estimated at 
around Rs 600 crores at cur¬ 
rent prices. During 1979-80, 
the total production in this 
sector has been of the order of 
Rs 404.1 crores which is nearly 
15 per cent higher as compar¬ 
ed to that of 1978-79. The 
production during 1980-81 is 
expected to be of the order of 
Rs 500 crores. In the export 
field, the automobile ancillary 


industry has registered an un¬ 
precedented growth. 

The rc^rt points out that 
self-sufficiency in practically 
all important items made out 
of rubber has been achieved. 
It covers a wide range of pro¬ 
ducts such as automobile tyres 
and tubes, footwear, V-belts, 
hoses of various types, railway 
fittings, automobile rubber 
components, synthetic rubber 
cots and aprons, surgical and 
industrial rubber gloves, rub¬ 
ber contraceptives, rubber and 
PVC conveyor beltings, etc. 
There are at present 106 units 
engaged in the production of 
rubber goods in the country. 

The leather industry has a 
tremendous potential. Besides 
providing employment to 10 
lakh families, mostly belonging 
to weaker sections of society, 
this industry abo constitutes 
one of the important sources 
of foreign exchange earnings. 
The National Leather Empo¬ 
rium set up by the Bharat 
Leather Corporation in May 
1979 at New Delhi is acting as 
a show window for the entire 
leather industry^and the coun¬ 
try. It has steadily increased 
its sales from Rs 1,05,000 
during January, 1980 to 
Rs 2,75,000 during July. 1980 
and Rs 3,65,150 during 
October, 1980. The target for 
1980-81 is a turnover ofRs24 
lakhs. 

Indo-Saudi Arabian 
Cooparation 

India and Saudi Arabia 
signed an agreement of econo¬ 
mic and technical cooperation. 
The agreement was signed by 
Mr P.V. Narasimha Rao, 
Minister of External Affairs on 
behalf of the Government of 
India and Prince Saudi AI- 
Faisal, Foreign Minister for 
the Government of the King¬ 
dom of Saudi Arabia. The 
agreement envisages formation 
of a Joint Commission to meet 
alternately in each other's 
country at the request of either 
party for consultation as to 
the measures and means to be 
adopted for the consolidation 
and promotion of the econo¬ 
mic and technical cooperation 
between them. 

The two countries are to 


exert theit efforts to i^roffiote 
and consolidate the economic 
and technical cooperation bet-^ 
ween them in a spirit of mutual 
understanding and in accor¬ 
dance with the laws and regu¬ 
lations prevailing in their res¬ 
pective countries. 

The fields of cooperation 
mentioned in the agreement, 
include: (\) Encouragement of 
the establishment of agricultu¬ 
ral, animal husbandry, indus¬ 
trial and technical develop¬ 
ment projects between the two 
countries; (2) Encouragement 
of the exchange of information ' 
relating to scientific and techni¬ 
cal research; (3) Encourage¬ 
ment of the exchange of vari¬ 
ous goods and products bet¬ 
ween them; (4) Encouragement 
of the exchange and training 
of technical staff required for 
specific cooperative pro¬ 
gramme. 

The two countries will pro¬ 
mote the encouragement of 
economic and technical coope¬ 
ration between the institutions 
of each other's country, inclu¬ 
ding legal entities and estab¬ 
lishment of joint ventures and 
companies in the different 
spheres. India and Saudi 
Arabia will also encourage 
investment and flow of capital 
between their respective coun¬ 
tries. Exchange of visits by 
economic and technical repre¬ 
sentatives and delegations bet¬ 
ween the two countries are 
also to be encouraged. This 
Agreement will come into 
force and becomes effective on 
the date of exchange of the 
instruments of ratification in 
accordance with their respec¬ 
tive procedures. 

Export Policy for 
Magnesito 

At present export of Calcin¬ 
ed magnesite with silica con¬ 
tent of 9 per cent and above 
is allowed under OGL-3 on 
production of a certificate from 
Export Inspection Agency that 
silica content is not below 9 
per cent, whereas export of 
raw, dead-burnt and calcined 
magnesite having silica below 
9 per cent is not allowed. It 
has now been decided that ex- '' 
port of dead burnt magnesito 
with silica content over 9 per 
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cent will be allowed under 
OOL*3 and export of lightly 
calcined magnesite with silica 
content of 6.5 per cent or 
above will be permitted within 
a limited ceiling by Jt. Chief 
Controller of Imports and 
Exports, Calcutta/Madras. 
However, export of lightly cal¬ 
cined magnesite with silica 
content below 6.5 per cent and 
dead burnt magnesite with 
silica content below 9 per cent 
will be banned for export. 

Production of 
Vanaspati 

The production of vanas¬ 
pati during the year 1980-81 
had exceeded 7.47 lakh ton¬ 
nes as compared to 6.18 lakh 
tonnes during 1979-80 thus 
registering an increase of about 
21 per cent. Giving this in¬ 
formation in the Lok Sabha 
recently, the Deputy Minister 
for Civil Supplies, Mr Braja 
Mohan Mohanty stated the 
Government and the vanas¬ 
pati manufacturers proposed 
to ensure a steady supply of 
inputs like imported oils to 
the industry so as to maintain 
production of vanaspati 
throughout the year. Mr 
Mohanty added that there was 
no proposal for framing a new 
policy for the import of edible 
oils. The imports, of edible 
oils will continue to be cana¬ 
lised through the State Trad¬ 
ing Corporation of India, he 
added. He further said that 
the level of such imports is 
reviewed periodically keeping 
in view the indigenous pro¬ 
duction, domestic and inter¬ 
national price trends, availabi¬ 
lity of foreign exchange and 
other relevant factors. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production during the 
first fortnight of March, 1981 
(i.e. 1.3.81 to 15.3.81) was 
about 4,82.000 tonnes as against 
3,55,000 tonnes during the 
corresponding period last year. 
This brings the total produc¬ 
tion till March 15 for the season 
1980-81 to 41,81,000 tonnes as 
against 32,36,000 tonnes dur¬ 
ing the corresponding period 
last season. The off-take of 
ntgu froffl betories during 


the 1st fortnight of March, 
1981 was about 1,84,000 ton¬ 
nes for internal consumption 
and nil for exports as against 
1,92,000 tonnes for internal 
consumption and 10,000 tonnes 
for exports during the same 
fortnight last season. The total 
off-take till March 15 was 
about 20,19,000 tonnes for in¬ 
ternal consumption and 3,000 
tonnes for exports as against 
23,46,000 tonnes for internal 
consumption and 2,13,000 
tonnes for exports during the 
corresponding period last 
season. 

The total closing stock of 
sugar with the factories as on 
March 15, 1981 was 27,54,000 
tonnes as against 27,63,000 
tonnes on the same date last 
season. 

Nuud fur Impruvud 
Distributiun 

The Vnion Minister of Agri¬ 
culture, Rural Reconstruction, 
Irrigation and Civil Supplies, 
Rao Bircndra Singh has asked 
the States to ensure that es¬ 
sential commodities supplied 
to the States arc distributed 
properly. This could be done, 
he said, by intensifying regu¬ 
lar inspection of fair price 
shops and other tiers of distri¬ 
bution if any with a view to 
minimising leakages, checking 
malpractices, and bringing the 
distribution system under pro¬ 
per vigilance and supervision. 
Rao Birendra Singh voiced 
concern over the rising trend 
in overall price situation from 
the beginning of January 1981, 
after remaining fairly stable 
during August-December, 1980 
period and said that apart 
from several factors contri¬ 
buting to this rising trend, pos¬ 
sibilities of malpractices by 
anti-social elements of trade 
and industry taking undue ad¬ 
vantage of the situation have 
to be kept under watch. The 
Minister emphasised that trad¬ 
ing in essential commodities 
has to be regulated and 
brought under discipline by 
vigorous enforcement of licens¬ 
ing and control orders issued 
under the Essential Commo- 
dites Act and other enact¬ 
ments. Action against hoar¬ 
ders, blackmarketeers and 
other anti-social elements. 


with a view to curbing mal¬ 
practices indulged in by them 
would have to be intensified. 
He asked the Chief Ministers 
to suggest steps to make exist¬ 
ing provisions more effective if 
they were found in adequate 
to deal with the situation. 

Indo-EEC Economic 
Cooporation 

The negotiations for the con¬ 
clusion of a new Commercial 
and Economic Cooperation 
Agreement between the Euro¬ 
pean Economic Community 
and India were completed in 
Brussels recently. The delega¬ 
tion of the Community was 
led by Mr Hdourd Volpi, 
Director in the Directorate 
General of External Relations 
of the Commission and the 
Indian delegation by Ambas¬ 
sador, Mr P.K. Dave. The two 
delegations will submit the re¬ 
sults of their negotiations to 
their respective authorities for 
approval so that the agree¬ 
ment can be signed later in the 
year. 

It is a five year non- 
prcferential cooperation 

agreement designed to pro¬ 
mote closer trade and econo¬ 
mic relations between the Com¬ 
munity and India and to give 
a new impetus to the mutual 
relations between the partners, 
building on the previous Com¬ 
mercial Cooperation Agreement 
which came into operation on 
April 1, 1974. The new agree¬ 
ment encourages industrial, 
technological and scientific co¬ 
operation. The two partners 
also agree to promote and 
facilitate increased and mutu¬ 
ally beneficial investment. This 
is a considerable advance on 
the 1973 agreement which 
limited economic cooperation 
to trade matters. 


A Joint Commission wiit, a 
established to promote « 
keep under review the t'Ufjm 
cooperation activities 
saged in the agreement,^ 
m^e recommendations for 
use of Community funds av^ 
able for the implementation ;^ 
the objectives of the 
agreement and to provide if 
forum for consultation betwdi 
the partners. The AgreemaHl 
will give practical express!^, 
to the desire expressed by 
sides to broaden the scope c 
their cooperation through \ 
new, more dynamic relatic^ 
ship. I 


National Dairy Samini 


The National Dairy Dei^ 
lopment Board held a semiidi 
on ^'Policies Related to Breec 
ing and Feeding for 
Production in Operatib 
Flood-U” from April 9 to J 
at Anand and Delhi. Tt 
purpose of the seminar was 1 
enable scientists in fields ti 
biting to milk production (e^ 
animal genetics and nutritim 
to meet managers, adminf 
trators ' and practitioif| 
dealing with milk producers'^ 
rural and urban areas 
dairying at large. v 

As a part of Operatic 
Flood-ll, the Indian Dali 
Corporation and the Natiob 
Dairy Development Board |il 
assisting State Dairy Corpci^ 
tions and Milk Prodiip 
Co-operatives in variiijli 
aspects of dairy developing 
including the popularising , 
artificial insemination as 
means of cross breeding catl 
and upgrading bufialocs. Lai^ 
investments will be ra^ 
in milch animal breeding 
the decade of the 19S^ 
Nevertheless, there are sigifi 
cant unresolved issues relan 


.'A' 
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German wholesaler seeking to import 
articles from India, such as 
leather goods, textiles and 
any accessories. 

First contact 

Messrs LEHMANN, P.O. Box 50766 
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f milch animal breeding and 
rition policies, which were 
cussed at the Seminar. 

s Members came to grips with 
major problems facing the 
^imtry's rural milk producers, 

. uses of agricultural waste 
^oducts as animal feeds, 
cialised concentrate feeds 
Btiored to different milk pro- 
ers’ particular needs, sys- 
Us for producing and 
DViding bulls with superior 
netic potential for milk 
[)duction. 

IXhe seminar was of the 
*®1jew that the level of exotic 
t .^ritance in case of cross- 
it jted cattle should be restricted 
50 per cent. It was also of 
rf4e view that there should not 
nk a regimented breeding 
cy for the entire country 
: a location specific |:^licy 
^eping in view the available 
„ sources in different regions, 
f^glie choice of exotic breeds 
^ggested were the Jersey and 
t^lstein Friesian. It was also 
4 ^t that buffaloes should be 
equal importance and 
seminar felt that selective 
^‘ding supported by pro- 
ny testing could be follow- 
i in well recognised breeds 
die upgrading with know'n 
i-yieiding breeds could be 
en up in case of low pro- 
^l^jCtive breeds. 

isk Force on 
iject Exports 

l|iTlie Government of India 
tllto decided to set up a Task 
^Ibrce under the Chairmanship 
^thc Secretary, Department 
Commerce, to review 
i<i.^untry’s performance in the 
l^jild of project exports so far, 
li^nsider strategy for main¬ 
lining and expanding project 
ifi^orts and recommend policy 
ijNldl other measures towards 
il^is end. The Task Force will 
tjricludc senior representatives 
% various concerned Ministries 
Organisations. 

exports from India 
steady progress in 
few years and, at the 
^^jginning of 1981, Indian 
.Jpntractors are estimated to 
5 ? ivc had project contracts 
lling about Rs 3970 crores. 
articul^f;-;^in the field of 
cogiij|BiMstion, Indian 



contractors have achieved 
notable successes. The pro* 
jeets involved cover residential 
accommodation; school build¬ 
ings; office buildings; university 
campus and hospitals; water 
supply and ^ewerage projects; 
road construction; dam cons¬ 
truction; bridges and fly-overs; 
radio and TV centres; 
vocational training centres; 
fertiliser projects; airport etc. 

Having regard to the special 
nature of project exports and 
its importance in the future 
planning of overall exports 
from India, Government have 
provided special facilities and 
have also taken a number of 
steps to ensure that Indian 
project exporters participate 
more vigorously in interna¬ 
tional project tenders and 
execute them to the fullest 
satisfaction of the project 
authorities. Some of these 
measures include .setting up of 
a high powered Inter-Minis¬ 
terial Committee (Overseas 
Projects Development Com¬ 
mittee) in the Ministry of 
Commerce under the charge of 
Additional Secretary to attend 
to all matters pertaining to 
promotion of Indian overseas 
projects. This committee has 
been functioning since July, 
1979. With a view to mini¬ 
mising procedural formalities 
for obtaining package clear¬ 
ance by project exporters for 
bank guarantees, a working 
group has been functioning 
under the IDfil. Proposals 
of project exporters for bid 
bonds, performance guaran¬ 
tees, bridging finance, etc., are 
considered by this Working 
Group and package decisions 
are given quickly. 

Tourism Workshop 

Mr A.P. Sharma, Minister 
for Tourism & Civil Aviation 
inaugurated the World 
Tourism Organisation (WTO) 
workshop on ‘Physical 
Planning* at Kovalam on April 
20, 1981. The five-day work¬ 
shop is attended by about 50 
delegates representing Tourism 
Departments or Corporations 
of the seven-member countries 
of WTO Commission for South 
Asia. The countries include 
Afghanistan, Bangladesh. 
Nepal, Iran, Pakistan and 


Sri Lanka besides India. 
Burma. Maldives and Bhutan 
have also been invited to 
participate as observers. Other 
affiliate-members of the WTO 
Commission for South Asia 
are also expected to partici¬ 
pate. Mr V. Purushothaman, 
Minister of Tourism, Kerala, 
welcomed the delegates. 

National Furnituro Fair 

The National Furniture and 
Furnishings Fair was held at 
Pragati Maidan from April 11 
to 19, 1981. The fair was first 
of its kind and had been orga¬ 
nised by the Trade Fair Autho¬ 
rity of India. The objective 
of the fair was to focus atten¬ 
tion on the high quality and 
competitiveness of the wide 
variety of Indian furniture and 
furnishings available for export 
to oversea.s markets particu¬ 
larly the developing countries 
including the Gulf region. The 
display covered all types of 
wooden, steel and cane furni¬ 
ture items as well as furnishing 
materials and components 
thereof used for decoration 
purposes. A large number of 
leading manufacturers of furni¬ 
ture and furnishings participa¬ 
ted in the fair. 

Loan for Koel Karo 
Hydel Project 

Under an agreement signed 
recently between the Saudi 
Fund for Development and the 
Government of India, a loan 
of Saudi Riyals 106 million, 
equivalent to US $32 million 
has been extended to finance 
Koel Karo Hydro-Electric 
Project in Bihar. Koel Karo 
Project comprises the construc¬ 
tion of two earth dams across 
the North Karo River and the 
South Koel River and the ins¬ 
tallation and equipping of two 
power stations with a generat¬ 
ing capacity of 710 MW. The 
project will be carried out by 
the National Hydro-Electric 
Corporation. Phase 1 of the 
project is expected to be com¬ 
pleted by March 1986. 

It may be also noted that the 
Saudi Fund had earlier exten¬ 
ded a loan of Saudi Riyals 353 
million (about US $100 million 
for financing the Srisailam and 
Nagarjunasagar Power Projects. 
With the loan extended for 


the Koel Karo Project, the 
total loan extended by the ; 
Saudi Fund will be SR 459 
million (about US $132 mil¬ 
lion). 

Incentives for 
Reneweblo Resources 

For accelerating the develop¬ 
ment of non-conventional 
forms of energy and promot¬ 
ing the utilisation of renewable 
energy resources like solar, 
biomass, wind energy etc, 
various fiscal incentives have . 
been granted by the Govern¬ 
ment. The Income Tax Rules, 
1962 have, accordingly, been 
amended and the concessions 
have come into force with 
effect from April I, 1981. To 
begin with, the de|weciation 
allowance has been increased 
by 20 per cent on the machi¬ 
nery and plant installed for 
manufacturing renewable 
energy devices and systems 
from the present 10 per cent to 
30 per cent. The enhanced 
rate of depreciation has also 
been allowed to renewable 
energy devices and systems 
used for business or profession. 

Other measures under con¬ 
templation by the Government 
include loans to relevant indus¬ 
tries on suitable terms from 
financial institutions and 
exemption from certain taxes 
and duties. The concessions 
apply to flat plate solar collec¬ 
tors; concentrating and pipe 
type solar collectors; solar 
cookers; solar water heaters 
and systems; air/gas/fluid heat¬ 
ing systems; solar crop driers 
and systems; solar refrigeration, 
cold storages and air-condition¬ 
ing systems; solar stills and 
desalination systems; solar 
power generating systems; 
solar pumps based on solar 
thermal and solar photovoltaic 
conversion; solar photovoltaic 
modules and panels for water 
pumping and other applica¬ 
tions; wind mills and any spe¬ 
cially designed devices which 
run on wind mill; any special 
devices including electric gene¬ 
rators and pumps running on 
wind ener^: biogas plants and 
biogas engines; electrically ope¬ 
rate vehicles including battery ^ 
powered or fuel-cell powered 
vehicles; agricultural and 
municiiti waste conversion 
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NOTtCE 

It is hereby notified for the information of the publj^ 
that Hindustan Motors Limited proposes to make aft; 
application to the Central Government in the Department ot 
Company Affiu'rs, New Delhi, under sub-section (2) of Sectioip 
22 of the Monopolies and Restrictive Trade Practices Act|’ 
1969 for approval for the establishment of a new undertak]i]]| 
for assembly facilities for 7500 Commercial Vehicles per annuift 
for fuller utilization of existing production facilities of thi 
Company’s Plant in West Bengal. Other particulars of thi 
proposed new undertaking arc as under : 


devices producing energy; 
equipment for utilising ocean 
Awaves and thermal energy; and 
machinery and plant used in 
the manufacture of any of the 
above sub-items. 

Joint Ventures in 
Africa 

Prospects of establishing 
joint ventures in Africa have 
brightened following a visit of 
a five-man economic delega¬ 
tion from Africa. The delega¬ 
tion sponsored by the Econo- 
^mic Commission for Africa, 
[had a useful round of talks 
with leading exporters and 
manufacturing firms in Bombay 
recently. The delegation had 
also paid a visit to New Delhi. 
The main objective of the 
delegation was to establish 
direct contracts with the trade 
organisations in developing 
countries like India. 

The delegation was headed 
by Mr Sonathan Chileshe of 
Ethiopia and was comprised of 
representatives from Kenya, 
^Zimbabwe and Ethiopia. The 
^ Federation of the Indian Ex¬ 
port Organisation (FIFO) act¬ 
ed as a host here. According 
MrM.Y. Noorani, Chairman, 
FIEO (western region) the dele¬ 
gation was favourably impressed 
wi^ the technological progress 
made by India in various fields 
of Indus- trial activity. 

Uptron Tolacom Project 

uP Electronics Corpora¬ 
tion (Uptron) and BUDAVOX 
of Hungary, signed a tech¬ 
nical collaboration agreement 
on April 3, 1981 to manu¬ 
facture Ultra High Frequency 
,^UHF) two-way telecommuni- 
^ cation equipment for the first 
time in India. The project envi¬ 
sages the manufacture of UHF 
telecommunication products 
that are cost-effective, versatile 
and reliable. The equipment 
can be used for diverse pur¬ 
poses in essential services like 
border security, maintenance 
of law and order, post and tele¬ 
graphs, rural communications, 
anti-dacoity operations etc. 
This will greatly enhance the 
effectiveness of these services, 
80 far handicapped by outdat- 
^ ed VHF (Very High Frequency) 
equipment with its overcrowd¬ 
ed chaimels. 

BUDAVOX is an interna¬ 


tionally known mannlkcturer 
of sophisticated equipment, 
exporting to countries in the 
East Block, the USSR and also 
to other countries outside 
Euro]:^. BUDAVOX equip¬ 
ment is also used in India for 
over a decade. The Indian 
partners in this project are 
Uptron, one of the very few 
outstandingly successful public 
sector undertakings, manufac¬ 
turing a range of sophisticated 
electronic products including 
microprocessor-based systems, 
desk-top computers—and, of 
course, TVs. 

BHEL Turnover 

The State ownedBharat Heavy 
Electricals Limited recorded 
a turnover estimatedt o be of 
the order of Rs 776 crores 
for the year 1980-81 repre¬ 
senting an increase of 10 per 
cent over the previous year’s 
output. The profit of the 
company for the year under 
review was Rs 35 crores. Pro¬ 
fitability in the year 1980-8) 
was adversely affected due to 
increase in the cost of produc¬ 
tion. 

During the year major thrust 
was on providing better custo¬ 
mer service and satisfaction 
by responding promptly and 
effectively to customer require¬ 
ments and complaints. This 
will continue to be the prime 
objective of BHEL in the cur¬ 
rent financial year also. A 
sum of Rs 14.58 crores was 
collected under the Public De¬ 
posit Scheme started in August 
1980. For the year 1981-82 a 
target of Rs 875 crores output 
has been fixed. This will 
represent an increase of 13 per 
cent over the turnover of 
1980-81. 

Major task to be undertaken 
in the year 1981-82 include 
completion of 33 thermal and 
hydro sets aggregating to 3222 
MW and commissioning of 
22 sets aggregating to 3192 MW 
of additional power. In the 
export arena during 1981-82 
BHEL proposes to complete 
export orders including IDA 
contracts worth Rs 130 crore.s. 
As part of the ongoing invest¬ 
ment programme for the VI 
Plan period, BHEL would be 
investing Rs 71.00 crores dur¬ 
ing 1981-82, at its various lo¬ 
cations. 


1. Name of the proposed 
undertaking 

2. Niimc(s) of persons or 
authority/authorities 
proposing to establish the 
new undertaking. Where 
it is a body corporate, 
furnish details of its 
management structure to¬ 
gether with those of the 
proposed undertaking. 


4. Proposed location of the 
new undertaking. 

5. Brief outline of the cost of 
project, the scheme and 
source of finance. 


The proposed undertaking wiS 
be a division of Hindustan 
Motors l.td. j 

Hindustan Motors Ltd. The 
Company is managed by Boar^ 
of Directors consisting of ‘ 
M/s B.M. Birla, G.P. Birlt^ 
B.P. Khaitan, Rasesh Ni 
Mafatlal, G.D. Kothari, M.V, 
Arunachalam, N. L. Hingorani 
M.C. Gupta, R.D. Thapar. 


In a centrally located backward 
area in Gujarat. 

Estimated project cost is Rs 2,.J 
Crores which will be financed 
entirely out of Company’s own 
internal resources. 


Any person interested in the matter may make a represent^* 
tion to the Secretary, Department of Company Affairs, Govern; 
ment of India, Shastri Bhavan, New Delhi within 14 days froMfe 
the date of publication of this Notice intimating his views of 
the proposal and indicating the nature of his interest therein 

/br Hindustan Motors Lt< 
9/1, R.N. Mukherjec Road, M.L. Jhunjhunwali 

Calcutta-700 001 Secretary 

Dated tnis 17th day of April 1981. 


3. Capital structure of the applicant persons or authority and 

of the proposed undertaking. ‘ 

Capital structure of Hindustan Motors Limited : 

Authorised Issued Subscribll^ 

(Rs) (Rs) (Rs)*';t 

Ordinary Shares 20,00,00,000 13,20,38,730 13,16,52,OIK 
Preference Shares 10,00,00,000 2,50,00,000 2,50,00,0(J^ 
(*Add Rs. 1,97,425 paid up on forfeited shares) 


' mikmmv nettyrnuunf 
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AFfAIRS 


iCwitury Enka 

iCfntury fiNKA has reported 
jp higher production of nylon 
fyarn at 1442 tonnes for the 
imrst six months of the current 
jrear (Octoher to March last) 
as against 1400 tonnes in the 
Corresponding period of the 
previous year. Domestic sales 
^ave. however, been lower at 
^|l40l tonnes against 1431 ton- 

S ics previously. The value of 
ales is placed at Rs 21.06 
ll^rorcs against Rs 20.11 crorcs. 
^he management points out 
jfehat there has been an increase 
Jn costs. The price of capro- 
Jpacluni, for instance, has been 
^iraised by the indigenous manu¬ 
facturers. The budgetary im- 
f>osts have also led to the 
increase in costs. 

The first phase (tf moderni- 
tealion of the nylon plant is 
expected to be completed 
before September next, pro- 
tl^ided the machinery is received 
per schedule. The engincer- 
,^ng plastic piojccl is likely 
go on stream towards the 
nd of 1981. 


lunlop India 

The Ba:ird of Dunlop India 
[limited at its meeting held 
Recently considered the results 
pf the company for the year 
landed December 31,1980. Tola 1 
ncome increased to Rs 226.39 
Iprorcs compared with Rs 
i97.38 crorcs in 1979, but the 
iilance from trading declined 
ram Rs 15.05 crorcs to 
11.92 crores. This was 
auinly due to escalating costs 
vhich could not be fully rc- 

r vered during the year. 

After providing Rs 3.57 
,^<Wores for depreciation and 
AS 5.07 crorcs for interest 
Xs 3.12 crores and Rs 3.13 
j^rares respectively in the pre- 
ious year). Profit before 
ation amounted to Rs 3.28 
Kcs compared with Rs 8.80 



crorcs in 1979. The taxation 
charge for the year amounted 
to Rs 7,000 leaving a profit 
after taxation of Rs 3.28 
crorcs (- 1979 Rs 5.51 crores). 
The profit available for appro¬ 
priation amounted to Rs 2.57 
crores (1979--Rs 5.24cioics), 

The Directors have recom¬ 
mended a final dividend for 

1980 of Re 1,00 ^■)cr ordinary 
share subject to the deduction 
of tax to those members 
whose names appear on the 
company’s register on May 28, 

1981 and which, together with 
the interim dividend of 
Re 0.50 per share declared on 
October 10, 1980 gives a total 
dividend of Rs 1.50 per 
ordinary share. The total 
preference and ordinary share 
dividend for the year amoun¬ 
ted to Rs 2.30 crores. The 
Directors have transferred 
Rs 0.2'^ crores to general 
reserve. 

Peico Electronics 

Sales for the year of the com¬ 
pany ended December 31, 1980 
were Rs 1199 millitu: tl979 
Rs 1030 million), an increase of 
16.4 per cent over the previous 
year. Gross profit before tax 
for the Year after charging 
Rs 28.4 m'illion (1979 Rs 27.3 
million) for depreciation 
and Rs 14.9 million (1979 
Rs 14.8 million) for interest, 
amounted to Rs 155.5 million 
against Rs 137.4 million for 
the previous year. Provision 
for lax is Rs 98.0 million 
(1979 Rs 94.0 million). Pro¬ 
fit for the year after tax is 
Rs 57.5 millions (1979 
Rs 43.4 million). An amount 
of Rs 6.0 million has been 
transferred to investment 
allowance reserve (1979- 
Rs 4.0 million). Rs 1.8 million 
has been released from deve¬ 
lopment rebate reserve (1979- 
Rs 2.0 million) and Rs 3.0 
million from debenture re¬ 


demption reserve (1979—Rs 1.0 
million). The profit available 
for appropriation is Rs 56.3 
million. The profit for the 
year before tax was 13.0 per 
cent of sales as compared to 
13.3 per cent for 1979. 

The Directors have recom¬ 
mended for approval the pay¬ 
ment of a final dividend of 
Re 1.00 per share, subject to 
tax, which, if approved, to¬ 
gether with the interim divi¬ 
dend of Re 0.80 fcr share, 
subject to tax, will make a 
total gross distribution of 
Rs 32.0 million as compared 
to Rs 28.0 million for the last 
year. The final dividend, if 
approved, will be payable in 
respect of 704,000 equity 
shares issued to the firanciai 
institutions pro-rata for the 
feriod April 28, 1980 to 

December 31, 1981. After 

the proposed final dividend 
the balance of Rs 24.3 million 
has been transferred to general 
reserxe. 

Reckitt & Colman 

Total sales for the 53 weeks 
ended January 3, 1981 at 
Rs 19.96 crores (Rs 16.24 
crores) show an increase of 
23 per cent over the previous 
year. Profit before tax for 
the year at Rs 226.21 lakhs 
(Rs 178.00 lakhs) represents 
an increase of 27 per cent over 
the previous year. After pro¬ 
viding for taxation Rs I25.(K) 
lakhs (Rs 106.10 lakhs), the 
profit available for appropria¬ 
tion amounted to Rs 97.67 
lakhs. 

The Board of Directors at 
their meeting held on April 
18, 1981, have recommended 
a dividend of 18 per cent 
(16 per cent) subject to de¬ 
duction of tax for the year 
1980 for approval at the 
forthcoming annual general 
meeting of the company. The 
total dividend distribution for 
the year, based on this re¬ 
commendation, amounts to 
Rs 44.95 lakhs (Rs 39.96 
lakhs). After making neces¬ 
sary provisions for dividend 
a sum of Rs 52.72 lakhs 
(Rs 27.80 lakhs) was trans¬ 
ferred to general reserve. The 
Board of Directors at the 
aforesaid meeting have also 
recommended the issue of 


bonus shares of Rs 10 eadh 
fully paid in the ratio of one* 
new bonus share for five* 
existing equity shares for 
approval at the forthcoming 
annua] general meeting, llie 
proposed issue is also subject 
to the approval of the Con¬ 
troller of Capita] Issues and 
of the Reserve Bank of India. 

New Drugs from Hoechst 

Hoechst Pharmaceuticals 
Limited has applied to the 
Central Drugs Controller for 
permission to initiate clinical 
trials with its new antihyper¬ 
tensive drug HL 725. This 
compound is one of the most 
potent blood pressure lowering 
drugs known so fiir. It was 
synthesized at the comptiny’s 
Research Centre in Mulund, 
Bomba>, in 1977. HL 725 
has been patented in 35 coun¬ 
tries. It took about three 
years to provide the prc-clinical 
studies, comprising develop¬ 
ment of the manufacture of 
the compound, detailed phar¬ 
macological and biochemical 
evaluations and extensive, care¬ 
fully controlled toxicity studies. 

First human trials, namely, 
dose finding studies, have been 
started already in Berlin, West 
Germany. Clinical trials will 
commence in India after the 
drug authorities have granted 
permission. The Hoechst 
Centre for Basic Research was 
inaugurated in 1972. It com¬ 
prises Departments for Che¬ 
mistry, Pharmacology and 
Microbiology manned by a 
staff of 130. Efforts are direct¬ 
ed towards new pharmacolo¬ 
gically active compounds, both ^ 
from medicinal plants and syn¬ 
thetic chemistry and towards 
new antibiotics from the micro¬ 
biological screening. The total 
expenditure of Rs 15 crores 
over the last nine years by 
Hoechst in India, on basic 
research highlights the tre¬ 
mendous investments that are 
necessary nowadays to bring 
one single drug to the market. 

Standard Motor's 
Exfiansion Plan 

standard Motor Products of <> 
India Ltd has launched a 
Rs ]4^uore modernisation 
and expansion plan for doub- 
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ling its production of com- 
4 jncrcial vehicles from 4,000 to 
8,000 per annum by 1984-85. 

Mr C.V. Karthik Narayanan, 
Managing Director of the com¬ 
pany, stated recently that the 
main thrust of the plan was 
modernisation and expansion 
of the technological base to 
facilitate manufacture of up¬ 
graded versions of Standard-20 
now the staple product of the 
company and a wide range of 
general purpose utility vehicles 
for which micro-bus versions 
Tof the body have already been 
developed by the R and D 
cell of Standard Motors in 
collaboration with the JIT, 
Madras. 

Increased Payload 

One of the principiil aims of 
the scheme in hand is to raise 
the payload of Standard-20 
vehicle from J.6 tonnes to 
3 tonnes. When the scheme 
is completed. Standard Motors 
will produce both 1.6 tonne 
^and 3 tonne vehicles. 

The know-how for the 
engine and gear box of the 
proposed 3-tonne vehicle has 
been secured from British Ley- 
land under the Technical 
Development Fund. It is 
expected to be completely in- 
digenised by June 1983. 

Mr Narayanan, who is also 
President of the Automobile 
Manufacturers' Association of 
India, said that the present 
economic and fiscal environ¬ 
ment favoured production of 
commercial vehicles rather than 
jpassenger cars. Hence, car 
^ production at Standard 
Motors' Perungulathur factory 
would continue to be on a 
low key for at least some 
years to come. 

The first 3-tonne vehicle is 
expected to roll out of the 
factory by January 1983, al¬ 
though the doubling of pro¬ 
duction of commercial vehicles 
from 4,000 to 8,000 is ex¬ 
pected to be achieved only by 
1984-85. 

The introduction of Stan- 
dard-20, whose sales have been 
1^. going up roughly 25 per cent 
each year, has reversed the 
emnpany's capacity utilisation. 
In the current year it is esti¬ 
mated at nearly 85 per cent. 


Mr Nsrayahan' indicated that 
the company would soon be 
approaching the financial insti¬ 
tutions for permission to clear 
at one stretch the entire arrears 
of dividend on cumulative pre¬ 
ference shares and also, per¬ 
haps, declare an equity divi¬ 
dend for the year ending June 
30, 1981. 

Gujarat Narmada Issue 

Gujarat Narmada Valley 
Fertilizers Co Lid (GNFC) 
will enter the capital market 
shortly with an issue worth 
Rs 43.61 crores. The pro¬ 
ceeds of the issue will be 
utilised for financing partly 
the company’s Rs 445-crore 
project being set up at 
Bharuch, a centrally notified 
backward area in Gujarat. The 
issue has already evoked con¬ 
siderable interest amongst 
share brokers, farmers and 
investors. It is the largest 
equity issue made so far in 
the corporate history of India. 

The issue has many attrac¬ 
tive features : Gujarat 
Narmada is promoted by 
Gujarat State Fertilizers Co 
Ltd (GSFC) and the Govcni- 
raent of Gujarat; it is the 
largest single-stream fertilizer 
plant in the world; gestation 
period for the investor is 
minimum--the plant is ready 
to start production by mid- 
1981; assured returns as high 
as 29.36 per cent right from 
the start; and there arc tax 
benefits to the compiiny 
no tax liability for seven 
years; and the investor under 
Section 8()CC of the Income 
Tax Act and section 5(1) of the 
Wealth Tax Act. 

Of the total issue, 150 lakh 
equity shares (worth Rs 15 
crores) have been reserved ri>r 
offer to non-resident Indians 
and persons of Indian origin 
resident abroad and non¬ 
resident investors from Oil 
Exporting Developing Coun¬ 
tries with repatriation rights; 
and 50 lakh equity shares 
(worth Rs 5 crores) have 
been reserved for offer to 
agriculturists, coopera t i vc 

societies, Directors and em¬ 
ployees of the company, and 
business associates, and the 
balance shares worth Rs 23.61 
crores are being offered to the 


public at par on May 19, 
1981. 

The issue has been fully 
underwritten by the financial 
institutions, commercial banks 
and prominent share brokers 
all over the country. 

There are five managers to 
the issue : The Industrial 
Credit and Inveslmerl Cor¬ 
poration of India Limited. 
State Bank of India, Bank of 
Baroda, H. L. Financial Con¬ 
sultants & Management Ser¬ 
vices Private Limited and J.M. 
I^inancial & Investment Con¬ 
sultancy Services Private Limi¬ 
ted. 

The two promoters, Gujarat 
State Fertilizers Company 
Limited (GSFC) and the 
Government of Gujarat, to¬ 
gether hold 51 per cent of the 
share capital of the company. 
Gujarat Narmada has an in¬ 
stalled capacity of 1350 T/D 
ammonia and 1800 T/D urea. 

World's Biggest 

It is the world's largest 
single-stream ammonia-urea 
plant, and it incorporates the 
latest, proven and moslcflicienl 
technologies in the fertilizer 
industry through well known 
process licensors such as 
Texaco, Linde, Haldor Topsoc 
and Snamprogetli with a gua¬ 
ranteed performance at 95 per 
cent of the rated capacity. 

Various utilities and olf-site 
plants have been commissioned 
and arc available for pre¬ 
commissioning and com¬ 
missioning activities of am¬ 
monia and urea plants. It 
is expected that barring un¬ 
foreseen circumstances, the 
plants will be commissioned 
in all respects around the 
middle of 1981 and production 
would commence thereafter. 

The company would pro¬ 
duce annually, at full capacity 
594,000 tonnes of urea equi¬ 
valent to 273,240 tonnes of 
nitrogen. The estimated de¬ 
mand for nitrogen during the 
year 1980-81 is 3.70 milli<>n 
tonnes as against the esti¬ 
mated indigenous production 
of 2.20 million tonnes, leaving 
a gap of 1.50 million tonnes. 
As against the estimated de¬ 
mand of 6.48 million tonnes 
for nitrogen during 1985'-86, 


the production estimated 11 
only 5.16 million tonnes leaW 
ing a gap of about 1.32 mii| 
lion tonnes of nitrogen, jk 
1988-89, this gap betweef 
demand and indigenous pro* 
duclion would rlill be of thisi 
order of about 0.90 million 
tonnes of nitrogen, notwith^ 
standing the setting up Ol 
additional capacity of 5.21 
million tonnes of nitrogen 
during the period 1980-81 tt 
1988-89. In estimating thi 
above gaps, concerned agen¬ 
cies of the Government o! 
India have taken into accoun 
the production available fron 
the company. The companj 
has thus an assured marke 
for its products. } 

Cooper Engineering and 
Walchandnagar Merge 

Cooper Engineering Ltd am 
Walchandnagar Industries Lti 
both within the Walcham 
Group of companies hav 
amalgamated. The High Coui 
order to this effect was file- 
with the Registrar of Cone 
panics, Bombay, on Marc 
26, 1981. Earlier the amalgc 
mat ion was cleared by 3) 
Company l.aw Board und€ 
MRTP Act and advance ru 
ing given by the specilW 
authority to providetax benii 
fit under Section 72(A) of tl 
Income Tax Act. 

The amalgamation will bi 
come effective retroactive 
from April I, 1978 and tl: 
carry forward losses of O 
oper as on March 31, 19' 
amounting to Rs 694 lakhs wi 
be available to WIL und» 
Section 72A in it? Income-ti 
assessments. The tax bene; 
on this account is eslimatil 
at Rs 401 lakhs. As i>er tl 
revival scheme approved 1 
the specified authority, 
this lax benefit will have^ 
be used for capital cxpeiiC 
turc towards rchabilitatio 
modernisation and cxpansli 
in Cooper. In additid 
Cooper's banks and financi 
institutions have agreed 
fund all interest payable < 
the various loans to be us 
for capital expenditure or f 
modernisation. Total capi 
expenditure will be about 
6 crores during the ne 
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lIliKfo years. WIL is expected 
|Tlio provide adequate funds to- 
I'^ards part of the additional 
I working capital and miscel- 
L^laneous cash needs. 

The severe depression in 
Liljgricultural diesel engines 
5'^jsdiiring 1970-73 caused Cooper 
become a sick unit. 
Portage of working funds led 
increased borrowings and 
heavy interest burden which 
rther aggravated tne situa- 
lon. With the concurrence of 
lending organisations and 
ac Ministry for Heavy In- 
P^histries it was decided tc 
^amalgamate Cooper with WIL. 
C.C. Chokshi & Co were 
[itrusted to recommend the 
;ir ratio of exchange of 
res, after examining relevant 
acts. The scheme provides, 
ttter alia, that one Cooper 
^uity share of Rs 100 will 
exchanged for one equity 
i^hare of WIL of Rs 10. To 
^ cilitate this exchange WIL 
as taken steps to sub-divide 
ts equity shares of Rs 100 
each into equity shares of 
its 10 each. 

^Hindustan Development 
labentures 

Hindustan Development 
Tporation Ltd have received 
le consent from the Control- 
jcrlof Capital Issues for issuing 
l^tl50,000 13.5 per cent re- 

' secured debentures 

of Rs 150 lakhs and 900,000 
juity shares of Rs 10 each 
it a premium of Rs 7.50 per 
^re. The company is enter- 
Lug in the capital market short- 
The debentures with a 
value of Rs 100 are 
ing issued for cash at par. 
sc debentures will have the 
t attached to subscribe for 
d to be allotted equity 
res of Rs 10 each for cash 
a premium of Rs 7.50 per 
re in the proportion of 
YTTtajUX equity shares for every 
®l«i^c debenture within a period 
j^^f eight months. 

Out of the total issue of 
l>debentures of Rs 150 lakhs, 
i^j^bentures worth Rs 75 lakhs 
■%Vould be offered to the exist- 
Indian resident sharc- 
Volders in the proportion of 
“ ic debenture for every twenty 
Iguity shares'held at present. 



Out of the public issue of 
debentures of Rs 75 lakhs, 
debentures worth rupees five 
lakhs have been reserved for 
allotment to the company’s 
employees. 

The debentures would carry 
an interest of 13.5 per cent 
per annum with additional 
one per cent per annum, if 
for the immediately preceding 
year the company declares 
dividend on its equity capital 
at a rale exceeding 20 per 
cent. The debentures would 
be redeemable at par in five 
equal annual instalments on 
the expiry of 7th, 8th, 9th, 
loth, and 11th years from the 
date of allotment. The option 
of availing the right of being 
allotted the equity shares 
shall be available within eight 
months of the issue i.e. in 
January 1982 and the allot¬ 
ment of such equity shares will 
be made effective from Janu¬ 
ary 1, 1982. 

The company will thus raise 
a total debentures of Rs 150 
lakhs and equity capital of 
Rs 90 lakhs and Rs 67.50 
lakhs will go to share premium 
account. 


New Projects 

The company has made 
plans to utilise the proceeds 
of the issue towards meeting 
the part finance of its Rs 850 
lakhs Cyanides Plant being 
set up at OJpad, Surat District 
of Gujarat. The company has 
obtained a licence to prepuce 
2400 tonnes p.a. of Hydro¬ 
cyanic Acid, 3000 tonnes 
p,a. of Sodium Cyanide and 
1000 tonnes p.a. of Complex 
Cyanides. AH these products 
have hitherto been wholly 
imported in India and the com- 
mcrical production is expected 
in June 1982. Cyanides are 
consumed in metallurgical in¬ 
dustries, electroplating, flota¬ 
tion of ores and manufacture 
of intermediates etc. M/s 
Synthesia, the second largest 
chemical industrial enterprise 
in Czechoslovakia will provide 
the technical know-how to the 
company and M/s Humphreys 
and Glasgow Consultants Pvt 
Ltd will have the responsibility 
of installation as turnkey con¬ 
tractors. M/s Grindlays Bank 


Ltd (Merchant Banking Divi¬ 
sion) is acting as Managers 
to the issue and are also pro¬ 
viding other consultancy ser¬ 
vices. 

Premier Construction Ltd 

Mr Lalchand Hirachand, 
Chairman, the Premier Cons¬ 
truction Co Lid, Bombay 
told the shareholders recently 
that the work bills of the 
Hindustan Construction Co 
Ltd, a subsidiary, for the 
period of 7 months ended Feb¬ 
ruary, 1981 ill the current 
financial year amounted to 
Rs 27.35 crorcs (Rs 13.47 
crorcs). 

The value of work in hand 
had reached a record of 
Rs 174.66 crores with Indian 
works at Rs 133.70 crores and 
overseas works at Rs 40.96 
crorcs. The work on overseas 
contracts had started in August, 
1980. Overseas work was 
mostly concentrated in Iraq, 
and an amount of Rs 7.17 
crores for work done in Iraq 
and Tanzania was included 
in the total. Work in Iraq 
had resumed, but the progress 
was slow. 

During the year, the company 
had submitted the largest 
tender for an overseas project 
(amounting to Rs 300 crores) 
for the construction of the 
Penang Bridge in Malaysia. 
The authorities had not yet 
taken any final decision on 
this. 

The subsidiary, the Ganga 
Bridge Construction Co Ltd 
had been revived now. The 
comptiny had secured con¬ 
tracts for housing complex for 
the Lie and HDFC for a total 
value of Rs 3.5 crores. 

Sales of Cooper in the first 
five months ended February, 
1981 were Rs 7.22 crores 
(Rs 5.61 crorcs). Sales at 
the Satara factory were Rs 392 
lakhs (Rs 307 lakhs). Sale 
at the Chinchwad factory was 
Rs 330 lakhs (Rs 244 lakhs;. 
Orders in hand were Rs 17.12 
crores (Rs 10.96 crores). 

Orders in hand for the 
Indian Hume Pipe in this 
year were Rs 21.25 crores 
(Rs 17.90 crores). Sales of 
this company until February, 
1981 were Rs 8.89 crores 
(Rs 7.52 crores). Sales of 
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Acrow Bidia Ltd up to Feb- ^ 
ruary, 1981 were Rs 2.08 
crores (Rs 2.59 crores). Orders? 
in hand were Rs 118 lakhs 
(Rs 74 lakhs). The turnover 
of TIWAC was Rs 41.05 lakhs 
(Rs 41.40 lakhs). Production 
of timepieces went up from 
88,604 to 94,900. 

ICICI 

The Industrial Credit and 
Investment Corporation of 
India (ICICI), was certainly 
profit minded but “within 
reasonable limits” according 
to the Chairman and Manage 
ing Director of the company, 
Mr S. Mehta. 

He was replying to the cri¬ 
ticism by the shareholders that 
though the net profits of the 
company had risen from Rs 
7.40 crores to Rs 8.44 crores 
in 1980, the dividend declared 
was only 13 per cent. 

Mr Mehta was speaking 
at the 26th annual general 
meeting held in Bombay 
recently. 

The general demand of the * 
shareholders was for increas¬ 
ing the dividend to at least 
15 per cent, otherwise the 
issue of bonus shares or the 
declaration of an interim divi¬ 
dend will be delayed. Com¬ 
plaints were also raised about 
funds under the special re¬ 
serve under Section 36(1) 
(VIII) of the Income Tax Act 
being Rs 4.25 crores and it 
was alleged by the share¬ 
holders that this section was 
supposed to cover only bad 
debts. 

Mr S. Kumarsundaram, the 
Joint Managing Director, said ^ 
that the World Bank had 
advanced $615 million in 
loans out of which $291 
million were outstanding. 
ICICI had nominated its 
Directors on the Boards of 
116 companies, he added. 

Goodyear India 

The Directors of Goodyear 
India Ltd, Faridabad, expect 
a pick-up during 1981 in tnm- 
over. The company will aug¬ 
ment the captive power gene¬ 
ration, and a further improve¬ 
ment in production and sales 
is expected, profit margin, 
however, will be difficult to 
maintain due to rising costs. 
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Current Statistics 


Wholesale Price Movements 


Major Group/Group 


ALL COMMODITIES 1000.00 

271.8 

270.0 

268.4 

266.2 

233.5 

0.7 

1.3 

2.1 

M.i 

1. Primary Articles 

416.67 

248.0 

248.6 

250.2 

251.9 

218.7 

(->0.2 

(-)0.9 

1.5 

13.4 

(a) Food Articles 

297.99 

216.1 

2P.8 

218.1 

219.4 

188.5 

(-)0.8 

( )0.9 

(-)1.5 

14. < 

(b) Non-Food Articles 

106.21 

228.8 

226.5 

232.3 

2.34.x 

204.5 

1 .0 

(-)1..3 

(-)2.6 

11.S 

(c) Minerals 

12.47 

1,174.4 i 

l,P1.7 

1,168.8 

1.171.7 

1,059.9 

0.2 

0.5 

0.2 

10 .( 

[[. FucL Power, Light and Lubricants 

84.59 

399.0 

399.0 

398.8 

386.0 

303.5 

... 

0.1 

3.4 

3i.i 

1(1. Manufactured Proudets 

498.74 

270.1 

266.1 

261.5 

257.9 

233.9 

1.5 

3.3 

4.7 

ISJ 

(a) Food Products 

133.22 

326.5 

312.3 

301.0 

298.5 

249.1 

4.5 

8.5 

9.4 

31 

(b) Beverages, Tobacco and Tobacco 
Products 

27.08 

214,9 

214.9 

214.6 

214.7 

199.5 

— 

0.1 

0.1 

7 } 

(c) Textiles 

110.26 

218.8 

218.8 

216.8 

215.2 

212.2 

-- 

0.9 

1.7 

3. 

(d) Paper and Paper Products 

8.51 

268.2 

268.2 

261.6 

267.5 

255.5 

-- 

2.5 

0.3 

5i 

(e) Leather and Leather Products 

3.85 

372.9 

372.9 

371.5 

388.4 

363.3 


0.4 

(-^)4.0 

2<ii 

(0 Rubber and Rubber Products 

12.07 

260.4 

260.4 

258.2 

255.5 

230.2 

— 

0.9 

1.9 

13. 

(g) Chemicals and Chemical Products 

55.48 

251.4 

251.2 

250.3 

251.4 

214.2 

0.1 

0.4 

— 

li 

(h) islon-metallic Mineral Products 

14.15 

289.5 

290.5 

287.7 

289.4 

264.9 

(-)0.3 

0.6 

Negl. 

9i 

(i) Basic Metals, Alloys and Metal 
Products 

59.74 

299.8 

299.6 

296.2 

271.6 

261.3 

0.1 

1.2 

10.4 

14: 

(j) Machinery and Transport Equip¬ 
ments 

67,18 

249.2 

247.9 

245.1 

245.1 

230.3 

0.5 

1,7 

1.7 

8, 

(k) Miscellaneous Products 

7.20 

238.9 

238.9 

237.8 

237.4 

222.2 


0.5 

0.6 

7. 


Negl.-Less than 0.05 per cent. 

Source : Office of the Economic Adviser, Ministry of Industry, Government of Indi. 



Index Number of Wholesale Prices 
(Base : 1970-71-100) 

Weight for the week ending Percentage Variation over ' 

in rcia- - ---^ 

tion lo 4-4-81 28-3-81 7-3-81 7-2-815-4-80 A week 4 weeks 8 weeks a| 
All Com- Latest A week 4 weeks 8 weeks A year year 

modi ties' week ago ago ago ago ^ ' 

Provisional Final 
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!■ C«Muii€r Mees : 1^5—1911 

(Monthly Averages or Calendar Months) 


(Index Numbers with ibse: i9iO^ IdO) 


^iVear/Month 


For Industrial Workers 


For Urban Non-nianual Employleeit 


AU-India 

Bombay 

Calcutta 

Delhi 

Madras 

All-Iniia 

Aombay 

Calcutta 

tJelhi—, 
New beihi 

Madras 

^75 

321 

303 

288 

336 

325 


246 

244 

273 

3!d 

1|976 

298 

294 

290 

328 

283 

173 

251 

247 

272 

292 

S?77 

321 

315 

318 

354 

306 

292 

266 

262 

286 

307 

11978 

329 

323 

326 

365 

316 

304 

280 

275 

298 

318 

11979 

350 

347 

345 

382 

34l 

32i 

306 

291 

316 

341 

ii980 

390 

390 

375 

416 

377 

359 

339 

322 

343 

378 

^bnuary, 1980 

371 

376 

357 

396 

362 

341 

323 

302 

327 

365 

^February, 1980 

369 

373 

348 

393 

362 

341 

322 

301 

324 

362 

fiMarch, 1980 

373 

375 

356 

398 

363 

343 

324 

306 

327 

363 

mpril, 1980 

375 

381 

362 

401 

361 

345 

329 

306 

330 

364 

‘fllay, 1980 

382 

385 

371 

407 

367 

350 

335 

312 

336 

369 

‘fjune, 1980 

386 

389 

375 

412 

371 

355 

339 

314 

339 

373 

(»iily, 1980 

394 

399 

381 

423 

383 

363 

342 

320 

351 

380 

irmugust, 1980 

397 

396 

387 

428 

384 

368 

345 

330 

358 

384 

♦September, 1980 

402 

391 

396 

430 

381 

370 

345 

339 

355 

385 

2^tober. 1980 

406 

400 

393 

438 

388 

375 

356 

342 

357 

389 

^Wovember, 1980 

411 

402 

397 

430 

398 

378 

354 

346 

359 

397 

wecember, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

f^uiuary. 1981 

411 

409 

379 

434 

403 

378 

352 

339 

359 

405 


Sources : Labour Bureau (Ministry of Labour), Government of India and CSO, Ministry of Planning, Government of India. 

Index Numbers of Industrial Production: 1975<198] 

(Monthly Averages or Calendar Months) (Base: 1970 100) 


^ear/Motuh 


Source Classification 


Use-based Classification* 


Input-based Classification* Sectoral indi¬ 
cators* 


1 

-. 

General Mining 
Index and 

(Crude) Quar¬ 
rying 

Manu¬ 

facturing 

Electri¬ 

city 

Basic 

Indus¬ 

tries 

Capital 

Goods 

Indus¬ 

tries 

Inter¬ 

mediate 

Indus¬ 

tries 

Consumer Good.s 
[ndustries 

Total Durable Non- 
Goods durable 
Goods 

Agro- 

based 

Indus¬ 

tries 

Metal- 

based 

Indus¬ 

tries 

Chemi¬ 

cal- 

based 

Indus¬ 

tries 

Trans- Energy 
port Out- 
Hquip- put@ 
ment 
and 

Allied 

Industries 

fiffi Weight 

100 00 

9-69 

81 OK 

9 23 

32 -28 

15-25 

20-95 

31-52 

3-41 

28 11 

33 -68 

21 *93 

12-86 

10-79 

18-51 

^1^75 

119 2 

127-9 

116 4) 

138-6 

129 -0 

130-1 

113-7 

107 -4 

106-0 

107 -6 

106-1 

123-I 

128 -9 

116-1 

132*0 


133 7 

1.16-8 

130-3 

160-3 

147-5 

143 -8 

122 -2 

118-4 

120-0 

118-2 

112-2 

135 -4 

151 -0 

132-6 

146*6 

■j®?? 

138 3 

1.19 -9 

1.15 1 

165-4 

J55-0 

J5I -7 

125 -8 

126 0 

137-0 

124-6 

114-8 

144-8 

161 -4 

130-9 

151-4 . 


147 « 

142 1 

144-4 

183 -6 

162 -4 

1.56-8 

1.35 -8 

138 -3 

147 -9 

137-1 

124-5 

154 3 

177-8 

132 -0 

163-1 r 

^priJ. 1980 

149 5 

I4S -5 

144-7 

193 -0 

166-2 

161 -0 

139 -6 

135-1 

156 -8 

132-5 

121 -6 

157-7 

183-2 

134 -6 

171 -6 

150 4 
138 8 

144-1 
144 •() 

145-8 
132 -8 

197 -4 
186-1 

155 -6 

143 -7 

134*2 

123 -3 

154-9 

119-5 

114-3 

144 -2 

162-0 

118*1 

162-6 

1980 

143 4 

141 •() 

138 -7 

J87-I 

157 -8 

165 -3 

133-7 

125 *6 

(53-8 

122-2 

115-8 

158-1 

167 -7 

124*0 

164-4 

1980 

141 -2 

1.10 0 

138 -6 

176-5 

150 -9 

161 -0 

1.16-0 

126-1 

lb2 -5 

121 -7 

119-0 

156-1 

167 -4 

131 -3 

135-7 

1980 

147 9 

1.15 0 

143 -9 

196-4 

1.57 -9 

159-1 

143 -0 

134-9 

167-5 

130-9 

126-4 

156-0 

177-2 

136*4 

168*0 

;F5guust. 1980 

148 4 

130 0 

144 -4 

202-3 

161 -0 

157-2 

151.9 

133 0 

157 -3 

130-0 

130 3 

153 -4 

182-3 

132-3 

168-3 

W^pptember, 1980 
XVetober. 1980 
ji^ovember, 1980 
gpecember, 1980 
*^fuiuary, 1981 
iilyearagot 

150 3 

134 0 

145 -8 

206-6 

162 -2 

162-3 

1^7.9 

131.4 

158 -2 

128-2 

123 -7 

157 3 

188 *0 

138-3 

172-5 

151 -2 
155 2 
164 7 
167 4 
154 0 

14.1 0 
140 0 
164 0 
173.0 
153 0 

145 -2 
150-4 
158 -9 
161 -6 
149-5 

212-3 

214-0 

216-6 

212-6 

194*6 

159 -0 

160-0 

139 -2 

130*4 

154-0 

127-6 

117*1 

156*3 

185-3 

128 *9 

166-5 


Note: 


Figures for the last three months are provisional and gentratly subject to revision. * Derived series (R.B.I. Classification). Revisions are carried 
out in the group! ndioes as and when advised by the C.S.O. ©Consists of coal and lignite, petroleum crude and products, and electricity. 
fPigurcs in this row rleitte to that month in the previous year corresponding to the latest month for which data are presented. 
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Statamoit of Affairs of the Reserve Bank of lodia : 1975-76 to 1980*81 

(Issue and Banking Departments Combined) (R$. CroTlM 


As on last Friday/ 
Friday 


LIABILITIES 


Total 
Liabili¬ 
ties/ 
Assets 
H2-i-3 
=* Total 
Stoll 




ASSETS 




, t. 

Notes 

in 

Circula¬ 

tion 


Deposits 


Other 

Liabili¬ 

ties 

Foreign Gold Govern- 
Exchange Coin ment 

Assets^ and of India 

Bullion Rupee 
Securities 

Loaas and Advances 

Bills Invest- 
Purc - ments 
based 
and 

Dis¬ 

counted 

otui 

AnMH 

Total 

Of which 

Central Scheduled 
and Commei- 
Staie cial 

Govern- Banks 
ments 

lotal 

Of which 
State Schc- 
Govcni- duled 
ments® Com¬ 
mercial 
Banks 


(1) 

(2) 

(2a) 

(2b) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

f8a) 

(8b) 

(9) 

(10) 

ai; 

1975-76 

6,535 

2,913 

671 

607 

2,1.37 

11,585 

1,518 

183 

6,105 

2,053 

304 

798 

739 

444 

54 

s 1976-77 

7,743 

3,664 

38K 

1,146 

2,213 

13,670 

2,768 

I8K 

6..5()0 

2,430 

327 

967 

531 

215 

98 

\ 1977-78 

8,602 

6,287 

2,771 

1,674 

2,927 

17,816 

3.889 

193 

6,645 

2,106 

402 

331 

2,809 

1,077 

J.t» 

1978-79 

10,267 

4,876 

723 

2,634 

3,222 

18,365 

4,655 

219 

7,366 

2.352 

170 

546 

1.675 

852 


1979-80 

11,820 

5,863 

710 

3,634 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

7.39 

2.516 

1,255 

1.4( 

1980-81 

13,773 

6,521 

788 

4.092 

5.108 

25,361 

4,320 

226 

12,238* 

3,504 

599 

589 

.3.162 

465** 


October, 1980 

12,426 

6,881 

1,296 

4,136 

4,246 

23,553 

4,661 

225 

9,685 

2,894 

464 

470 

3.005 

1,380 

1.# 

November, 1980 

12,782 

5,610 

154 

3,M3 

4,460 

22 852 

4,599 

226 

10,045* 

2,998 

459 

483 

1.903 

1,713 

1.1< 

Deccmbei, 1980 

12,917 

5,485 

81 

3,909 

4,587 

22,988 

4,444 

226 

11,665* 

3,055 

400 

519 

1,861 

362** 

147 

January. 1981 

13,074 

6,169 

980 

3,757 

4.852 

24,095 

4,480 

226 

11.052* 

3,142 

445 

516 

3,321 

374** 

1,9( 

February 1981 

13,372 

6,625 

1,277 

3.945 

4.979 

24,976 

4,589 

226 

11,622* 

,3,233 

479 

530 

3,390 

383** 

1.52 

March 6,1981 

13,715 

6,206 

807 

4,018 

4,960 

24,882 

4,440 

226 

11,627* 

3,344 

576 

536 

3,263 

381** 

I.el 

March 13,1981 

13,863 

6,332 

986 

3,931 

5,107 

25,302 

4,309 

226 

11,907* 

3,523 

702 

558 

3,353 

467** 

i.5i 

March 20,1981 

13.770 

6,815 

1,316 

3,984 

4,919 

25,505 

4,318 

226 

12,021* 

3,644 

730 

616 

3..375 

465** 

1.42 

March 27,1981 

13,773 

6,521 

788 

4,092 

5,108 

25,361 

4,320 

226 

12,238* 

3,504 

599 

589 

3,162 

465** 

1.44 


^ Foreign securities plus balances held abroad. The latter includes cash, short term securities and fixed deposits. ^ Including temporary overdrafts. 

^ Including rupee coins and Government oF India one rupee notes. * Including ad-hoc treasury bills. ** Includes investments in foreign shares/bom 
but excludes those in rupee .securities. 


All Scheduled Commercial Banks* -Business in India : 1975-76 to 1980-81 


(Rs. Crorc 


Deposits Borrow- Cash in hand and Investments Bank Credit^ Select Ratios (in per cent) 

As on last Friday/ - ings Balances with - — —--- - 


Friday 

Dcmandt Timcf Aggre- 

from 

Reserve Bank'-* 

Govern- 

Other 

Total 

Total 

Of which: 

Cash 

Invest¬ 

Credit 

Foe 




gate 

Reserve 

— 

-- 

- - 

• menr 

Ap¬ 

(4a 1 4b) 


Food 

to 

ment 

to 




(la+lb) 

Bank^ 

Cash Balances 

I'otal 

Securi¬ 

proved 



Credit Deposit 

to 

Deposit 

to 






in 

with 

3a“f"3b 

ties® 

Securi¬ 





Deposit 


Tot 






hand 

Reserve 


ties 







Bat 







Bank* 










Crec 


(la) 

(lb) 

(1) - 

(2) 

Osi) 

(.1b) 

(3) 

(4a) 

(4b) 

(4) 

(5)" 

(5a) 

(6) 

(7)~ 

(8) 

(9 

1975-76 

5,817 

8,338 

HISS 

798 

305 

607 

912 

3,383 

1,324 

4,607 

10,877 

1,52I@ 

6-44 

32 -55 

76-84 

13.. 

1976-77 

6,943 

10,623 

17,566 

967 

354 

1,146 

1,500 

3,930 

1,606 

5,5.36 

13,173 

2.190@ 

8-54 

31 -52 

74-99 

16* 

1977-78 

8,867 

13,344 

22,211 

331 

469 

1,674 

2,143 

5,907 

1,990 

7,897 

14,939 

1,984 

9*65 

35-55 

67-26 

13-: 

1978-79 

10,388 

16,628 

27,016 

546 

557 

2,634 

3,191 

6,621 

2,488 

9,109 

17,795 

2,210 

11-81 

33-72 

65 -87 

I2n 

1979-80 

10,962 

20.797 

31,759 

739 

616 

3,634 

4,250 

7,444 

3,181 

10,624 

21,537 

2,100 

13*38 

33 *45 

67-81 

9- 

1980-81 

7,434 

29.937 

37,371 

589 

747 

4,092 

4,840 

8,986 

4,079 

13,065 

25.090 

1,772 

12-95 

34 -96 

67 14 

7-< 

October, 1980 

8.991 

25,954 

34,945 

470 

702 

4,136 

4,839 

9,043 

3,706 

12,749 

22,687 

1,839 

13-85 

.36-48 

64-92 

8^ 

November, 1980 

7,019 

28,318 

35337 

483 

740 

3,933 

4,674 

9,369 

3,730 

13,100 

23,153 

2,007 

13*23 

37 -07 

65-52 

8- 

December, 1980 

7,274 

28,874 

36,149 

519 

734 

3,909 

4,643 

8,983 

3,870 

12,853 

23,767 

2,035 

12*84 

35 -56 

65-75 

8‘ 

January 1981 

7,450 

29,558 

37,008 

516 

662 

3,757 

4,419 

9,261 

3,919 

13,180 

24,487 

2,161 

11-94 

35 -61 

66-17 

8- 

February 1981 

7,358 

29,870 

37,228 

530 

744 

3,945 

4,689 

9,305 

3,921 

13,226 

24,860 

1,980 

12-60 

35 -53 

66-78 

?• 

March 6,1981 

7.380 

29,912 

37,292 

536 

751 

4,018 

4,769 

9,314 

3,918 

13,232 

24,923 

1,945 

12 79 

35*48 

66. 83 

7; 

March 13, 1981 

7,442 

29.896 

37338 

558 

762 

3,931 

4.693 

9,275 

3,941 

13,216 

25,035 

1,946 

12*57 

35 -40 

67 -05 

7i 

March 20,1981 

7,390 

29.900 

37390 

616 

761 

3,984 

4,745 

9,126 

3,956 

13,082 

25,060 

1.880 

12-72 

35-08 

67 -20 

7' 

March 27,1981 

7,434 

29.937 

37371 

589 

74-T^ 

4,092 

4,840 

8,986 

4,079 

13,065 

25,090 

1,772 

12-95 

34-96 

67-14 

7^ 


(PR) Partially Revised. * Inclusive of the figures pertaining to Regional Rural Banks, t On various dates commencing from January 1978 a numk 
of scheduled commercial banks have classified a larger proportion of their savings deposits as time deposits and a smaller proportion as dema: 
^ deposits. ^ As available in the Reserve Bank records. ’ As per the statement of affairs of the Reserve Bank of India. ^ At book value indudi 

treasury bills and treasury deposit receipts etc. ^ Effective July 27, 1979, the data are inclusive of of/ participation certificates (PCs) issued 
scheduled commercial fa«uikB, i.e. to other hanks and financial institutions. Prior to this date, the data were inclusive of PCs issued to banks ai 
and not to financial institutions, @ Figures relate to advances of Indkm Scheduled Commercial Banks. Later figures include such advan< 
hy Fanign Scheduled Banks also. 
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Money Stock Measures 


(Rs. Crores) 


As on last Friday/Friday Currency with Deposit Money Post Time Total 

j? m jr * _ 0 _ M F*_ a. 



the Public of the Public Mi* Office 

-- (1+2) Savings 

Tola Of which Total Of which Bank 

Notes in Demand Deposits 

circulation Deposits 

withBanks* 

M 2 Deposits 
(3+4) with 
Banks* 

Ms Post 

(3 + 6) Office 
Deposits 

M. 

(7+8) 


(i) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1975-76 

6.704 

6,492 

6,439 

6,385 

13,143 

1,475 

14,618 

9,143 

22,286 

3,179 

25,465 

1976-77 

7,873 

7,700 

7,736 

7,636 

15,609 

1,537 

17,146 

11,671 

27,280 

3,607 

30,887 

1977-78 

8,631 

8,559 

9,752 

9,683 

18,383 

1,677 

20,060 

14,522 

32,905 

4,130 

37,035 

1978-79 

10,212 

10,224 

11,607 

11,405 

21,819 

1,850 

23,669 

18,071 

39,890 

4.777 

46,667 

1979-80 

11,686 

11,777 

12,703 

12,292 

24,389 

2,007 

26,396 

22,435 

46,824 

5,628 

52,452 

Iprii, 1980 

12,151 

12,276 

12,777 

12,461 

24,928 

2,049 

26,977 

22,957 

47,885 

5,687 

53,572 

Vlay, 1980 

12,343 

12,499 

12,511 

12,280 

24,854 

2,033 

26,887 

23.398 

48,252 

5,730 

53,982 

func, 1980 

12,088 

12,323 

12,196 

11,957 

24,284 

2,020 

26,304 

24,488 

48,772 

5,763 

54,535 

ruly, 1980 

11,834 

11,979 

12,079 

11,760 

23,914 

2,026 

25,940 

24.923 

48,837 

5,817 

54,654 

Vugust, 1980 

11,677 

11,848 

12,022 

11,768 

23,699 

2,033 

25,732 

25.43-^ 

49,136 

5,865 

55,001 

ieptember, 1980 

11,629 

11,784 

11,973 

11,793 

23,602 

2.052 

25,654 

25,755 

49,357 

5.944 

55,301 

ictober, 1980 

12,201 

12,383 

10,471 

10,313 

22,672 

2,048 

24.720 

27,810 

50,482 

5,973 

56,455 

November, 1980 

12,516 

12,739 

8,589 

8,341 

21,105 

2.048 

23,154 

30,175 

51,280 

5,973 

57,253 

December, 1980 

12,663 


8,810 

8,579 

21,473 



30,701 

52,174 



anuary, 1981 

12,894 


8,918 

8,771 

21,812 



31,398 

53,210 



February 1981 

13.112 


8,791 

8.673 

21,903 



31,710 

53,613 



4arch 6,1981 

13,448 


8,801 

8,698 

22,249 



31,748 

53,997 



48rch 13, 1981 

13,585 


8,889 

8.760 

22,474 



31,729 

54,203 



4arch 20, 1981 

13.493 


8,928 

8,700 

22,421 



31,732 

54,153 




*On various dates starting from January 1978, a number of scheduled commercial banks have classified a larger proportion 
of their savings deposits as time liabilities (deposits) and a lower proportion as demand liabilities (deposits). 


Sources of Change in M, (Rs. Crores) 


8 on last Friday/ Net Bank Credit to Bank Credit to Net Foreign Exchange Govern- Banking Sector's Net 

riday Government Commercial Sector* Assets of Banking Sector ment's Non-monetary Liabilities 

-----Currency (Other than Time Deposits) M, 



RBI’s 

Net 

Credit 

Other 

Banks’ 

C’rcdit 

Total RBI’s 

(la 1 lb) Credit 

Other Total 
Banks' (2a f 2b) 
Credit 

RBI's 

Other 

Banks' 

Total L 
(3a 1 3b) 

labilities 
to the 
Public 

---(1 1 2 

of RBI Residual Total 3 I 4 h 
(5a} 5b) -5) 


(la) 

(lb) 

(I) 

(2a) 

(2b) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

‘75-76 

6,697 

3,414 

10,112 

721 

14,671 

15,392 

1,078 

15 

1,094 

555 

2.577 

2,290 

4,86‘» 

22086 

76-77 

6,926 

4,096 

11,022 

887 

17,617 

18,503 

2,542 

—70 

2,471 

568 

2,833 

2,451 

5^84 

27080 

•77-78 

7.387 

6,083 

13,470 

954 

20,268 

21,222 

4,532 

—87 

4,445 

593 

3,452 

3.373 

6,825 

32,905 

78-79 

8.568 

6,823 

15,391 

1,248 

24.100 

25,348 

5,506 

—72 

5,434 

603 

3,312 

3.574 

6,886 

39,890 

79-80 

11,534 

7,681 

19,215 

1,547 

29,102 

30,649 

5,494 

-72 

5,422 

592 

3,930 

5,124 

9,054 

46,824 

3ril,1980 

12,457 

8,342 

20,800 

1,504 

29.141 

30,644 

5.091 

-72 

5,019 

594 

3.670 

5,502 

9,172 

47,885 

ay.1980 

12,681 

8,320 

21,001 

1,532 

29,371 

30,903 

5,115 

-72 

5,043 

597 

3,808 

5,484 

9,292 

48052 

He, 1980 

12,422 

8,725 

21,147 

1,563 

29,733 

31,296 

4,967 

-72 

4,895 

599 

3,856 

5,309 

9,165 

48,772 

ly. 1980 

J2,856 

8,805 

21,661 

J.504 

29,871 

31,375 

4,842 

—72 

4,770 

597 

4,135 

5,431 

9,566 

48,837 

Igusr, 1980 

I2.J32 

9,334 

21,476 

1,496 

29.745 

31,241 

.5,234 

—72 

5,162 

596 

3,976 

5,362 

9,339 

49,136 

ptember, 1980 

J 2.501 

9.610 

22,111 

1,521 

29,952 

31,473 

5,095 

—72 

5,023 

596 

4,483 

5,363 

9,846 

49057 

itober, 1980 

12.903 

9,308 

22,211 

1,524 

30,667 

32,191 

4.952 

—72 

4jm 

596 

3,617 

5,781 

938 

50,480 

Wember, 1980 

13,622 

9,634 

23,256 

1,600 

31,157 

32,757 

4,894 

—72 

4,821 

596 

4,146 

6,004 

10,150 

51080 

soember, 1980 

13,871 

9,264 

23,135 

1,623 

31,966 

33,589 



4,663 

600 

4,257 

5,556 

9,813 

52,174 

auary,1981 

13,860 

9,536 

23,396 

1,627 

32,838 

34,465 



4,707 

' 603 

4,413 

5,548 

931 

53010 

bruary 1981 

14,236 

9,586 

23.822 

1,647 

33.256 

34.903 



4,825 

605 

4,500 

6,042 

10,542 

53,613 

arch 6,1981 

14,680 

.9,595 

24,275 

1,653 

33,332 

34,985 



4,774 

665 

4,412 

6,130 

1032 

53,997 

uch IJ.1981 

14,999 

9,556 

24,555 

1,668 

33,485 

35,153 



4,630 

605 

4,646 

6,094 

10,740 

54O03 

irch20.1981 

14,832 

9,407 

24,239 

1,691 

33,540 

35,321 



4,657 

605 

4.537 

6,042 

10,579 

54,153 


^Includes public sector enterprises. 
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GSFC HAS GIVEN ITS INVESTORS AN OVERALL 
APPRECIATION OF 800%, 

THE GOVERNMENT OF GUJARAT HAS SUCCESSFULLY 
PROMOTED PROJECTS WORTH Rs. 1000 CRORES, 


TOGETHER THEY PRESENT THE 
INVESTMENT OPPORTUNITY OF THE 80'S 


GUJARAT NARMADA (GNFC) 


Gujarat Narmada. A R8.445 crore Ammonia- 
Urea Project. Promoted by two of the most 
successful names in the country ~ the 
Government of Gujarat and GSFC. The 
Gujarat Government, with its commercial 
pragmatism and proven record of successful 
industrial enterprises — GSFC, Gujarat 
Alkalies, Gujarat* Carbon. 

And GSFC, today the most profitable name in 
the fertilizer industry. With an equity base of 
only Rs.9 crores, it has generated a total 
investment of Rs. 100 crores — returning to 
the investor an average yield of about 
58% per year on his original investment. And 
an overall appreciation of 800%. 


r HiGHLIGHTC' 






No tail Uibiliiv (or uplo 7 yoart. Htnc* 

Quiarat Narmada Valley Fertilizers Co. Ltd. 

TaK Act___ ''V ^ Narmadanagar 392 015, Dist. Bharuch, Gujarat 


Today GSFC represents an 800% appreciation 
For tomorrow, GSFC presents Gujarat Narmada 



Prinwd and published by R- P. Aparwsbi on bchulf of the Eastern Econonust Ltd., United Coniraeicial Bank Building, 
Parliament Street, Now Delhi, at thg Ntw India Preu, K-Blook. Connaught Clrpus, Delhi. 

UHoc. Aiftt 






















•t tlM OPO, LoildOB 


Ljoeoted to post without prepayment U-S4. Regd. No. D(C) 257 
RegietUffd with the Registrar of Newspapers of India under No. R.N. 535/57 


f 


Quafity Ch^icals 

come 

under one symbol 



ATUL makes a wide range Of chemicals that are unbeatable in quality and dependability 

The present range of ATUL Chemicals: 

Sulphuric Acid. 
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April 22 

The Government set up an experts 
committee under Dr K.N. Raj to investi¬ 
gate the rate of savings and invest¬ 
ment in the country. 

The export floor price of carpet 
backing has been cut by Rs 400 per 
tonne to Rs 6,600 from Rs 7,000. 

April 23 

The Government constituted a com¬ 
mittee of five Chief Ministers to study 
the sales tax structure prevailing in 
different States. 

April 24 

The Industry Minister, Dr Charanjit 
Chanana, announced in Lok Sabha 
excise duty concessions for paper and 
tyre industries with a view to encourage 
fresh investment, i 

A new scheme of national savings 
^ certificates with a maturity period of six. 
years is to be introduced by the Union 


Government with effect from May J. 

The wholesale price index moved up 
by 1.5 per cent between I'ebruary 28 
and April 4 this year. 

April 25 

The Chief Election Commissioner, 
Mr S.L. Shakdher, criticised the West 
Bengal Government for interfering with 
the work of the election machinery in 
the State. 

President Sanjiva Reddy inaugurated 
the 54th annual session of the Federation 
of Indian C'hambers of Commerce and 
Industry (FICCl) at Vigyan Bhawan. 
He cautioned that any competition 
between the public and private sector;, 
should be in a healthy spirit so as to 
promote efficient functioning of both. 

The Government has decided that 
manufacturers of TV receivers with 
investment of Rs 20 lakhs and not ex¬ 
ceeding Rs 3 crores will henceforth have 


to obtain licences under the Industvii 
Development and Regulation Act :. 

April 26 

I Sale of special bearer bonds to lolMBii 
unaccounted money has cfOMe4^^|| 
Rs 200 crore mark on April 25^ 
get set for achievement by Mardi 31, /| 

The Federation of Indian Chambeii oil 
Commerce and Industry called foi 
dismantling of price controls and mor« 
efficient administration of public entop* 
prises. Mr Arvind Lalbhai, the Presi* 
dent-elect of FICCl said the private 
sector must be allowed greater freedon 
of initiative and enterprise. 

April 27 

A CBI inquiry has been ordered inti 
the attempted sabotage of an Air-lndii 
Boeing by which the Prime Minister, Mr 
Indira Gandhi, was to have left on he 
foreign tour on May 5. 

1 hree persons including a Congress(l 
legislator, Mr Nuklo Konyak, were killct 
instantaneously and three serious!; 
wounded in an ambush at Manyakshi 
bordering Burma. 

The BJP national council ended il 
three-day session with a bid to impres 
on the south that the party had come ti 
stay not only in Kerala but also in othc 
southern States. 

April 28 

The import of raw cashewnuts deca 
naliscd and placed on Open Genera 
Licence (OGL). 

India and Bahrain signed a five-yeai 
economic and technical cooperatior 
agreement. 

April 29 

The rupee upvalued against the Soviet 
rouble from Rs 9.7396 per rouble to 
Rs 9.4137. 

The External Affairs Minister, Ml 
V.P. Narasimha Rao, indicated in Lok 
Sabha that further discussions would 
take place shortly with the US on moda¬ 
lities for an “amicable termination’* of 
the Indo-US agreement for the supply 
of enriched uranium for Tarapur. 

Mrs Indira Gandhi commended tiie 
idea of holding a session of Parliament 
in south India, possibly in Bangalore. 

A bomb explosion rocked the residence 
of Dr Tarini Mohan Baruah, a member 
of the Assam Assembly. 
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Inflation Rides Again 


The recent upsurge in prices has proved, if ever proof was 
[needed, that Mr Venkataraman’s thesis that excise duty is the 
root of all inflation has no validity. The ' thesis arose oul of 
criticism of Mr Charan Singh’s budget two years ago, in which 
I hefty excise duties were widely blamed by Mr Venkalaraman 
and many others for the price rise that followed. Mr Venkata- 
raman has therefore presented two budgets replete with tax 
concessions rather than fresh imposts. Each budget has been 
1 greeted with delirious middle-class delight, only to give way to 
i dismay as prices continue to surge upwards. In six weeks after 
the virtually tax-free budget, prices have risen 2.3 per cent, an 
unprecedented increase considering that a good monsoon has 
spurred agricultural growth by something like 20 per cent, 
j Mr Venkalaraman has been relying on supply-side effects 
< to hold various things (like the budgetary deficit and inflation) 
i under control. It is already clear that his optimism is unjusti¬ 
fied. A record rabi harvest, record power generation, record 
coal production, a spurt in industrial output and a big improve¬ 
ment in railway loading have failed to stem the tide of rising 
prices. These improvements will certainly boost Government 
revenue. But it has to be recognised now that they will not 
suffice to solve the problem of inflation. 

The disagreeable effects of deficit financing have been 
seriously underestimated by Mr Venkalaraman. His budget 
postulated a deficit of Rs 1,975 crorcs. However, monetary 
data show that till March 20, 1981, net RBI credit to the 
Government had shot up by Rs 3,298 crorcs. This is the true 
measure of deficit financing, not the budget figures. It looks as 
though an increasing share of Government bonds are being 
taken up by the RBI, so that this share of market borrowing 
turns out to be deficit financing instead of resource mobilisation. 
The increase in RBI lending to the Government works out to 
a whopping 28.6 per cent in this period. 

The new year’s budget figures arc projected from the 1980-81 
revised estimates, as this is standard practice. Jf the J980-8J 
revised estimates have seriously undervalued deficit financing, 
it is almost certain that the 1981-82 estimates have done the 
same. In that case deficit financing will be far higher than the 
Rs 1,525 crores estimated by Mr Venkalaraman this year. We 
are awaslj with printed money, and the purchasing power of 
the rupee is drowning in this flood. 

There is a school of suj)ply-sidcrs— Mr Venkalaraman shares 
this distinction with Mr L.K. Jha and various other distinguish¬ 
ed economists—which has long argued that increased produc¬ 
tion makes it possible to take in one's stride an increased money 


supply. The country’s experience in the last 18 months shows 
that this simply is not true. Money supply in 1980-81 in¬ 
creased by just a shade under 16 per cent, while GNP rose by 
perhaps seven per cent. Still there was runaway inflation.’ 
Some economists felt that supply eflfccts would still work with 
a lag. Alas, prices show no sign of slowing down even after 
a lag. 

One reason for this is exemplified by rice. Here is a com- 
medity which has been in chronic oversupply for five years, so 
much so that the Government sanctioned the export of one 
million tonnes even in the middle of the drought of 1979-80. 
And yet the price of rice has shot up 50 per cent in five years in 
this condition of excess supply. How has this happened? The 
answer lies in the Government’s procurement price policy. 
Procurement prices for rice have gone up 50 per cent despite 
chronic oversupply to “compensate” the fiirmcr for higher input 
costs, and the Government has seen fit to grant even higher 
prices than recommended by the Agricultural Prices Commis¬ 
sion. The prices of other goods like wheat have also been 
raised by executive fiat despite the bumper crop being harvested. 
Thus Government policies have snapped the old link between 
supply and prices. There is inflation even in times of over¬ 
supply. How, then, can supply eflTecls do the trick? The 
production of steel has increased rapidly in recent months, but 
so has the price. It is the same story with coal, even with petro¬ 
leum products. In a world of administrative price-fixing (on 
a cost-plus basis) inflationary spirals flourish. India is catching 
the global disease where input prices chase output prices up¬ 
wards and vice versa in a vicious cycle. 

These circumstances make it more important than ever to 
control deficit financing. If this is done by raising more dutie^ 
the duties could add as much to inflation as deficit financing, 
and no purpose will be served. A better answer would be to 
tighten up Government spending, and axe even certain kinds 
of Plan spending. It is now an open secret that any amount 
of Plan money is frittered away without creating durable as¬ 
sets. The mammoth investment in major irrigation has proved 
a dismal failure— some experts like Mr B.B. Vohra hold that an 
irrigation canal ruins us many acres through salinity and water¬ 
logging as it benefits. It is time to subject sacred cows like 
irrigation to greater scrutiny. And of course, a better function¬ 
ing of the public sector will bring in large financial rewards, 

The farmers* agitation has succeeded in shaking several 
State Governments. But if supply-side economics is to hai/e 
any mean ing, Mrs Gandhi must now take a firm stand. Farmers 
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have very stibstantial gains in recent years, and it is now should grab the bargains instead of whining about dumping— 
necessary to have stability in agricultural prices. That will there is no Indian industry which has ever been ruined by 
play a vital role in checking inflation. ports. ^ 

^ The third plank in the Government’s policy (after curbing The summer months are traditionally months of inflation;! 
deficit financing and agricultural prices) must be the use of Even in the best years, prices tend to rise between April and^ 
liberal imports. This is not an infallible panacea—there are September. They certainly will rot go down this year, wh<® 
many examples where imptirt prices are rising faster than do- deficit financing continues to ride high. Wc need one moi^l 
mestic ones. But there is still great scope for reducing prices bumper monsoon and a change in several Government poIiciifilS' 
through the import of edible oil, wheat and sugar. The foreign before inflation can be curbed. Increased supplies arc no 
exchange reserves arc still at a comfortably high level, and there doubt important for controlling prices, but they are not enough, 
is no need to skimp on a few hundred crorcs. It makes much We must also have monetary discipline, pricing discipline, ^ 
more sense to bring down the price of wage gopds than to hoard efficient public investment, and liberal imports. Mr Venkata- 
unnecessarily large sums of foreign exchange. Whenever raman has already recognised the need for some of these. He 
foreign suppliers dump machinery on us at a low price we needs to extend his canvas to all of them. 

What the Drug Price Policy Should he 


Hoechst, Cynamid, Ambalal Sarabhai and Synbiolics seem to 
have decided that it is futile to argue with the Ministry. They 
have decided to argue in the High Court instead that prices 
of both formulations and bulk drugs are arbitrary and un- 
icmuncrative. Borrowing from the historian’s lexicon, the fun¬ 
damental cause of the disharmony lies in the 19C2 decision to 
control drug prices; the immediate cause lies in the Drug Prices 
Control Order of 1979. 

Price controls on drugs have come unstuck on two counts; 
^hey involve huge delays and tend to be unrealistic. They 
involve delays for a very simple reason- the Bureau of Industrial 
Costs and Prices (BICP) has the (unenviable) task of fixing 
prices of about 20,000 formulations. It does so on the basis 
of cost data which takes very long to compile. Thus, as of 
now, prices of only 112 bulk drugs have been fixed—and that 
too mainly on 1979 costs. The prices of about 70 more need 
revision. Where formulations arc concerned, the prices of 
leaders in Category I and II and some in Category 111 have 
been announced. Category HI accounts for 55 per cent of the 
total market, which means that there is a long way to go yet. 
And price control leads to unrealistic prices because of the 
inherent delay involved in the procedure. 

In theory, the DPCO provides a 12-14 per cent return for 
i^^ulk drugs and a system of mark-ups for formulations (40 per 
cent for Category I, 55 per cent for Category II, 60 per cent 
for Category III A and 100 per cent for Category III B). In 
practice, the 12-14 per cent return is nowhere in sight (owing to 
prices being fixed on outdated cost data); and because costs 
have risen by 40 per cent since 1979, the mark-ups allowed do 
not yield any profit. According to the Organisation of Phar¬ 
maceutical Producers of India (OPPI), the break-even works 
out at 75 per cent, inconsequence if the DPCO is not amend¬ 
ed suitably, producers would have tc incur losses. Indeed, 
they already arc. 

This is not all. The costs that the BICP allows and the 
costs that are actually incurred vary substantially, of which, 
examples ; The BICP calculates bonus payments at 8.33 
per cent; many companies pay 20 per cent. The BICP takes 


the price of sugar at the controlled price: quite of the producers 
have to buy sugar in the open market. Then there is a dispute 
on what the 12-14 per cent return should be- net worth or net 
block? Without getting into further dcti ils, suffice it to say 
(yet again) that the existing system is an inefficient one. 

What should replace it? The OPPI has offered a solution: 
impose a ceiling of 15 per cent (of turnover) on profits and 
decontrol prices. This is a sound suggcslic'-n because it is based 
on sound economics. If accepted, it w^ill ensure two things: 
the curbing c'f excess profits and the production of such drugs 
as arc in gieatesl demand. 

In the immediate future, this will lead to an all-round rise 
in the prices of formulations. Since this would happen 
in any case after the BICP finishes ils (long) exercises, it is better 
that the deed, if it were done, were done quickly. Otherwise, 
producers may simply stop producing. 

Doing away with price control is (probably) politically in¬ 
feasible. The alternative is to regulate the prices of a few mass 
consumption formulations instead of the entire gamut of 20,000 
or so. The rest can be left to find their ow'n level through, 
market forces. And to make sure that delays (of the kind that 
dog price fixing now) are avoided, regulation should be on the 
basis of total cost plus reasonable rcturi* instead of ex-factory 
cost plus mark-up. 

If even this, for whatever reason, is not possible the present 
system should be modified by allowing two categories only. 
Category I could consist of essential drugs ; nd the mark-up 
allowed ought to be at least enough to allow the producers to , 
break-even. Category II could conli in all other formulations 
whose price could be determined by the market. 

In any event, the case for doing away with the present system 
is strong because it isi inefficient. The BICP, which fixes prices 
on the basis of cost data cannot but lag behind because it takes 
time to collect all the data. For exiimple. it is yet to complete 
its 1979 data base, leave alone 1980 or I9S1. Thus, if the pre¬ 
sent system is allowed to continue, the problem will become an 
endemic one. In the long run, this will harm not only the pro¬ 
ducers, but also the consumers. 
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noLiTicAL assassins in India never seem 
to hit their targets. They either throw 
blunt pen-knives wide of the target or 
make amateurish attempts to sabotage 
the Prime Minister’s plane. They need to 
learn a thing or two from their American 
Icounterparts, who have killed three Presi¬ 
dents and drilled a bullet hole in a 
fourth, Ronald Reagan. It is worth 
noting that Mr Reagan’s popularity shot 
up after he was shot down. No poll was 
held on the popularity of the three earlier 
Presidents after they were shot, but there 
is little doubt that they would have been 
re-elected posthumously if only the Ame¬ 
rican Constitution permitted it. Nothing 
helps a politician quite as much as an un¬ 
successful attempt on his life; and even a 
successful attempt can help his wife (con¬ 
gratulations, Mrs Bandaranaike). 

It is no wonder, then, that our politicians 
welcome attempts on their lives, provided 
that these are unsuccessful. And those un¬ 
fortunates who have waited in vain for 
assassins try to invent them. During the 
campaign for State elections last May, 
Mr H.N. Bahuguna suffered a jeep acci¬ 
dent and promptly declared that this was 
a dastardly attempt on his life. Sadly for 
him, the voters merely interpreted it to 
mean that he was a bad driver. Mr 
Bahuguna escaped with his life and driv- 
^g licence intact, but not, alas, his politi- 
rcal reputation. 

Mrs Gandhi blazed forth in the full 
glowing aura of a martyr last year when 
the madman Lalvani threw a pen-knife at 
her. At the time she was full to the gullet 
with speeches about the foreign hand in 
our ai&irs, and the country waited with 
bated breath to hear whether the plot had 
been batched by the CIA or Baroda dyna¬ 
miters. A CIA link was too incredible to 
be worth concocting, so the police roped 
in various Janata Party stalwarts in 
[^roda as accessories. Unfortunately 
this theory was laughed out of court by a 


Baroda judge (who later became the only 
casualty in the whole episode—^he was 
transferred for his impudence). In New 
Delhi, another judge held that Lalvani’s 
knife-throwing trick was not an attempt 
on Mrs Gandhi’s life at all, but the 
attempt of a man with an unsound mind 
and an even more unsound grievance to 
get some publicity. . 

l^ow newspapers are once again ablaze 
^ ^ with headl ines about an attempt on Mrs 
Gandhi’s life. Past experience teaches us 
that it would be prudent to ask for some 
more evidence before jumping to the con¬ 
clusion that Mrs Gandhi has been snatch¬ 
ed out of the jaws of death. We are asked 
to believe that a saboteur partially cut the 
cables of a commercial Boeing 707 belong¬ 
ing to Air-India three full weeks before 
Mrs Gandhi embarked on a foreign tour. 
Surely no commercial plane is kept in 
hibernation that long even before a VIP 
flight. A Boeing 707 is a highly capital 
intensive purchase which must be kept 
flying round the clock to earn its keep. On 
the face of it, the plane would have made 
many trips between mid-April (when the 
dastardly act is supposed to have taken 
place) and the Prime Minister’s departure. 
Indeed, the very same plane left for a 
commercial flight to Singapore on April 
28 after the frayed cables were replac¬ 
ed. How, then, can one possibly jump 
to the conclusion that the cutting of 
cables was aimed against Mrs Gandhi? 
Might it not have been aimed at some 
other passenger? 

Clearly, a close look is called for into 
the flight schedule of this particular plane. 
Inquiries may reveal, for example, that the 
plane was scheduled to fly Mr Arjun' 
Singh, Chief Minister of Madhya Pradesh, 
in which the cables were probably cut by 
supporters of Mr V.C, Shukla. Or per¬ 
haps it was scheduled to fly Mr Rajesh- 
wara Rao, in which case the deed might be 


attributed to Mr S.A. Dange. Or was it 
just Mohun Bagan supporters wanting to 
get at some East Bengal soccer star? 

It has been pointed out by Mr K*N. 
Malik of The Times of India that every plane 
is subjected to a thorough check before a 
VIP flight, so that the cut cables woul4 
anyway have come to light. This meaqs 
that the saboteur, if any, must have been 
an amateur unversed in VIP procedures.. 
Who could this clumsy oaf be? Who 
would go to such pains to make such a 
ham handed attempt at sabotage? 

^HE answer is clear—it must be the 
^ CIA. Mrs Gandhi and Mr Zail Sing^ 
have frequently warned of the foreign 
hand which threatens our security. Obvio* 
usly the very same foreign hand must have 
cut the cables. The CIA is well-known 
for its blundering incompetence in arrang¬ 
ing political assassinations—just look at 
the bumbling ways in which it tried (and 
failed) to get Fidel Castro killed. Tht 
man behind the Castro fiasco must have 
been transferred to India in disgrace 
(India is classified by the Americans as a 
hardship posting). He in turn must have 
thought up the cable-cutting scheme to 
rehabilitate himself. Being a typical CIA 
expert, he failed again. 

It might be objected that not all CIA- 
backed assassinations fail. After all, Mr 
Allende in Chile was shot as conclusive¬ 
ly dead as any US President. However, 
in that incident the CIA had the backing 
of the local army, which is demonstra¬ 
bly more expert at killing civilians than 
the CIA. Mrs Gandhi is probably safe 
from the CIA unless it gangs up with 
some of our military brass. Which makes 
me wonder if it is really wise for Mrs 
Gandhi to switch from the Air-India 
Boeing to an Air Force plane for her 
foreign trip. 

-^Swaminathan S. Aiyar 
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FICCI's Recipe for Grow^ 

R. C. Ununat 


The annual sessions of the Federation 
of Indian Chambers of Commerce and 
Industry-the premier organisation of 
fNrivate business interests in the country— 
are not onJy appropriate occasions for 
having a look at the current economic 
situation, particularly on the industry 
front, but they also provide an opportu¬ 
nity for a direct dialogue between in¬ 
dustry and Government on the measures 
required for straightening out bottle¬ 
necks in the way of economic progress. 
It is rather unfortunate that the Prime 
Minister, Mrs Indira Gandhi, again re¬ 
frained from talking directly to industria¬ 
lists assembled at this year’s annual 
session of the FICCI, which concluded 
its three-day deliberations on Monday. 

The wholesome convention of the 
executive head of the Government talk¬ 
ing to the captains of industry and trade 
at their apex body’s annual meet was 
broken a few years ago. In independent 
India, it was carried on when the Prime 
'Minister started inaugurating FICCI’s 
annual meetings in pursuance of the 
pre-Independence practice of the Viceroy 
and the Governor-General, who de jure 
as well de facto headed the administration 
then, used to address the annual sessions 
of the Associated Chambers of Com¬ 
merce and Industry which was then 
considered to be the number one organi¬ 
sation of the country’s industry and trade. 
The ASSOCHAM voluntarily passed on 
the honours of premier representation to 
the FICCI and relegated itself to a 
secondary place soon after independence 
due to the change in the political set-up. 

Role of Private Sector 

The breaking of this convention, of 
course, does not mean that the Prime 
Minister is not interested in the role that 
the private industry and trade has to 
play in the economic development of 
the country. It, therefore, is to be hoped 
that the deliberations of the FICCI’s 
session will be given due consideration in 
the overall interests of the economy, 
even though the role of the private sector 


in the economy has been reduced to a 
secondary place in view of the assiduous 
efforts being made to build up the public 
sector, despite its deficiencies. 

The major task that the economy 
faces today obviously is the stepping up 
of the rate of growth in consonance 
with the Sixth Plan targets of four per 
cent yearly increase in agricultural pro¬ 
duction and 8/9 per cent per annum 
rise in industrial output so that an over¬ 
all grqwth of 5.2 per cent can be attained 
over the five-year period to 1984-85. 
The FICCI docs not consider these targets 
as over-ambitious either in comparison 
with the rates of growth achieved in 
several other countries- not to speak 
of the fast growing ones as South Korea, 
Taiwan, Hong Kong and Brazil—or 
even here in the earlier years. It, 
therefore, has stressed that these goals 
are by no means beyond accomplishment 
and every endeavour should be made to 
achieve them. “A Plan”, it has however 
pointed out, and rightly so, “is much 
more than an aggregate of programmes. 
These programmes have to be combined 
with a policy framework which will 
enable and enthuse people to participate 
in development”. 

Problem Areas 

While appreciating the measures 
initiated in the recent past to facilitate 
growth—these include extension of the 
concept of automatic growth of the 
production facilities; extension of the 
facilities available to free trade zones 
to 100 per cent export units situated 
anywhere in the country; inviting 
investment from OECD in the shares of 
Indian companies upto 40 per cent; 
allowing participiition by private sector 
in oil exploration; some straigh¬ 
tening of the bottlenecks on the infra¬ 
structure front, particularly coal, power 
and transport; simplification of licensing 
procedures; scaling down the burden 
of income-tax, both on personal and 
corporate incomes, ensuring increased 
inputs for the agricultural sector, etc—• 


the FICCI, feels that certain problems 
still exist and need to be looked into 
if industrial growth is to be pushed up 
in terms of the Sixth Plan target. 

Besides the constraints being ex¬ 
perienced for fuller utilisation of the 
installed industrial capacities, which need 
to be removed, the FICCI has pertinent¬ 
ly drawn attention to the problem of 
finance for investment. The pushing up 
of the rate of industrial growth to the 
postulated level of 8/9 per cent, it has 
stressed, will call for trebling of the 
current level of corporate investment 
within two or three years so that over 
the five years to 1984-85, investment in 
the private corporate sector should 
average out to slightly over Rs 3,C00 
per annum. 

Institutional Support 

As the FICCI President, Mr K.N. 
Modi, has emphasized in his address, 
this requires not only revitalisation 
of the capital market, especially for 
the new issues, but also larger in¬ 
stitutional support and .several other 
measures. He has appreciated the cons¬ 
tructive and pragmatic approach adopted 
by the Union Finance Minister, Mr R. 
Venkataraman, in his two budgets and 
hopes that it will be carried further to 
the logical end of providing relief to 
the higher income-brackets in so far as 
personal taxation is concerned and the 
corporate sector to which the relief 
granted in surcharge has been negatived j 
by making the surtax payable in advance. 

There is a good deal of truth in the 
assertion made by the FICCI that credit 
restrictions in our economy have been 
counter-productive to the extent they 
have adversely affected production and 
distribution or diluted new investment. 
But it also cannot be denied that besides 
encouraging cost-push inflation, undue 
expansion in money supply has been 
accentuating uptrends in prices. 
Opinions will differ on whether the 
recommendations of the Chore Com¬ 
mittee on credit for industry should be 
held in abeyance till a more opportune 
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point of time. But surely it needs to be 
ensured that adequate term credit for 
^augmenting production facilities will be 
available to industry. 

To some extent it should be possible 
for industrial enterprises to attract more 
funds from the public not only for 
capital investments but also for working 
capital. A clear evidence of this is 
available in the overwhelming response 
which the debentures of public limited 
companies have evoked in the recent 
months. But still every efl'ort needs to 
nwdc to obviate shortage of credit 
for legitimate production purposes. The 
liquidity ratio may have to be lowered, 
as suggested by the I'ICCI. In view of 
the deteriorating customer service by 
banks, the recommendation of the FJCCI 
that transfer of accounts ftom one bank 
to another should be freely allowed too 
is nqt unjustiiied. It will foster competi¬ 
tion among banks and help raise their 
efficiency. 

The recent hike in interest on term 
Sjfcins undoubtedly has pushed up pro¬ 
ject costs. The FICCI desires the interest 
on term loans be brought down to 
a more reasonable level. But efficient 
implementation of projects and avoidance 
of overruns in costs, apparently, can 
help mitigate the distress caused by 
higher cost of term loans. Capital in 
India is a scarce commodity. It has to 
be utilised effidently. 

Term Loans 

Adequate term loans, however, should 
t be denied to industrial projects, 
this context the suggestion that the 
percentage of project costs to be financed 
by the promoters should be brought 
down from 20 to cither 40 per 
cent of equity or based on a slab 
system, subject to a minimum of 10 
per cent deserves serious consideration. 
The norm may be revised if the capital 
market for new issues picks up ade¬ 
quately. The interest available on bank 
deposits as well as deposits with com¬ 
panies is more attractive than the equity 
dividends by new undertakings. If 
Usings have to be fostered, it will not 
be judicious to cut back interest on bank 
deposits. To revive the capital market, 


the return on industrial equities has 
to be made more attractive. 

Lowering of the overall rate of cor¬ 
porate taxation to 50 per cent, abolition 
of surtax for all categories of companies, 
scaling down of the marginal rate of 
personal taxation to 50 per cent and 
suitable adjusting of tax slabs taking into 
consideration the fall in real incomes 
due to rise in prices, inflation-in¬ 
dexing of wealth tax, re-introduction of 
the 1976-79 excise duty rebate scheme 
to promote fuller utilisation of installed 
capacities, removal of restrictions on 
investment of funds by charitable trusts, 
enlargement of depreciation allocations 
through grant of option to claim depre¬ 
ciation allowance not exceeding 100 per 
cent of the cost in a year of an under¬ 
taking's choice, etc., have been recom¬ 
mended to augment flow of funds to 
industry as well as larger generation of 
internal funds for investment. Budget¬ 
ary constraints may stand in the way 
of conceding some of these pleas, but 
a steady progress needs to be made 
towards these ends if the private sector 
IS to be enabled to play the role expected 
of it in national development. 

Other Recommendations 

The other recommendations made by 
the FICCI in this regard include (i) grant 
of exemption from income-tax, wealth 
tax and capital grains tax without any 
ceilings, long-time savings invested 
in Government securities, shares of 
new companies, plant and machinery and 
other a.ssets; and (ii) treating of housing 
as an industry and making investments in 
housing eligible for deduction under 
Section 80 C of the Income-tax Act on 
the lines of contributions to provident 
fund, life insurance etc. Whatever the 
merits of individual pleas, the burden of 
the FICCFs suggestions obviously is to 
ensure to the private sector industries 
the wherewithal of growth so as to enable 
it to fulfil the expectations entertained 
of it. Not an unreasonable demand! 

The emphasis placed by the FICCI 
on making infrastructure vibrant, simi¬ 
larly, is not misplaced. A strong and 
sound infrastructure, it has stressed, is 
the sine qua non for accelerating growth. 


Despite some improvement on the in¬ 
frastructure front in the recent past* 
the situation, it feels, still leaves much 
to be desired. Both production and 
exports continue to suffer because of ; 
power and coal shortages, transporta¬ 
tion bottlenecks, inadequate port and 
shipping facilities, etc. 

Energy Front 

On the energy front, the FICCI Presi¬ 
dent has rightly stressed that a better 
utilisation of the installed power genera¬ 
tion capticities by about 10 per cent, 
which is not an unattainable target, can 
go a long way in alleviating distress. It 
has underscored the need for diversi¬ 
fication of energy sources owing to the 
mounting oil import bill, and greater 
emphasis being placed on coal in the 
immcdTntc future and other alternative 
sources, particularly renewable resources, 
from the long-term perspective. Coal 
production, it has emphasised, should 
be raised substantially in the immediate 
future and the private sector allowed to 
open and operate new coal mines. It 
may not be possible for the Government 
to accept the plea for allowing private 
entrepreneurs to mine coal in the areas 
adjacent to the existing collieries or for 
the development of areas in resj>ect of 
which plans by the nationalised in¬ 
dustry have already been drawn up. 
But the request for private mining in 
areas which arc not expected to be taken 
up for exploitation by the public sector 
for several more years can legitimately 
be considered. The offer of the FICCI 
for assistance in improving the power 
situation too needs to be grasped and 
captive generation fostered through 
rationalisation of the terms and condi¬ 
tions applicable in this regard. 

The railways admittedly have to im¬ 
prove their operations a great deal. The 
augmentation of the wagon fleet through 
fuller exploitation of the idle capacity 
in the indigenous wagon industry is one 
way of improving wagon availability. 
But concerted endeavours ought to be 
made to reduce the growing sickness and 
turn-round of wagons and disorderly 
movement. An accelerated development 
of shipping facilities, inland waterways 
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pM air-cargo services has also been 
pBmphasised. 

f Wide-ranging recommendations have 
> been made for containing the growing 
; adverse trade balance. The more im- 
\ portant among them are : 

I —^The Tandon Committee’s recom- 
^Vxnendations should be expeditiously im- 
; .plementcd after ascertaining the views 
^^pf trade and industry. 

—Facilities should be provided for 
f establishment of Design Centres for 
Product Development and Diversifica- 
vtion to enable Indian gcods find a ready 
market abroad. 

’ —The financial needs of exporters and 
of exporting industries should be fully 
met and the rate of interest charged 
should be reasonable. 

— Special emphasis should be placed 
on export of projects and joint ventures 
by permitting cash remittances and libe¬ 
ralising the conditions in respect of 
supply of equipment etc. The proposed 
£])hM Bank should be set up quickly 
aiid made responsible for looking after 
the financial needs and information in¬ 
frastructure. 

—A long-term policy regarding cash 
compensatory support and streamlining 
administrative procedures has to be 
adopted to make up for indirect cumu- 
,lative tax element and other handicaps. 


•—Import substitution and other priority enabling of public sector undertakings 
industries should be given excise duty to run on strictly commercial considera- 
rebate and tax relief in order to over- tions, etc. The need for harmonious" 
come the disadvantage of higher project industrial relations has also been stres- 
cost. sed and it has been suggested that in- 

—Finance by term-lending institutions truce should be attempted for 

should be given on a priority basis to the next three years by preventing strikes 
import substitution industries. and lockouts with smtable provisious for 

the settlement of disputes binding on 
Import of components and equip- parties. Liberal import of techno- 

ment for import substitution industries suggested, 

should be allowed duty-free. 

The FICCI has as well pleaded for 
-As the country is spending a con- appreciation of the role of 

siderable amount of foreign exchange in private trade in the economy and urged 
importing edible oils, consideration ^ healthy competition should be 

should be given to augment domestic developed between the private and public 
supply as quickly as possible. distribution systems. Sales tax, it has ^ 

—Targets should be fixed both for repeated, should be ultimately replaced 
exports as also import substitution in by additional excise duty. In the mean- 
consultation with industry on a time- while, early action should be taken to 
bound basis and progress should be simplify and streamline salcs-tax laws 
monitored by a Joint Committee in- and procedures to inject maximum uni- 
cluding rcprcsentiitivcs of Government, formity ip them. The Essential Corn- 
industry and trade. modities Act ought to be reviewed 

-Tourism has not yet developed into P««‘'d'caliy to remove items not featuring 
a large industry despite our country’s common man s budget. 

“continental size and the varied ff re it The Essential Commodities (Special 
can offer with its rich cultural heritage Provisions) Bill, 1981, which provides 
and interesting flora and fauna. The for summary trial, minimum mandatory 
promotion of tourism therefore requires imprisonment, enhancement of the term 
imaginative approach in publicity, plan- of imprisonment, making all alleged 
ning and improving transport, hotels offences non-bailable, sale of all seized 
and entertainment. commodities through public distribution 


—Tax incentive for promotion of 
lOXpOFts should be implemented in the 
.v/orm of relief on profits attributable to 
'exports, additional depreciation allow- 
lUice, tax credit certificates, etc, as is 
prevalent in many countries like Korea, 
Philippines, Equador and Panama. 

—The decision U> encourage the setting 
up of 100 per cent export units is wel¬ 
come and to put them on pcir with the 
free trade zones, tf,x holiday benefit 
.announced in the last Budget should 
also be extended to these units. To 
miriimise the risk involved in 100 per 
cent export units, they should be per¬ 
mitted to sell a part of production in 
the domestic mirket. 

—Import of technology should be 
liberally allowed to put our industry 
on par with competitors abroad. 

—Import substitution should be given 
the same priority and facilities as export 
promotion. 


In the interest of boosting production 
in the short-run, emphasis obviously 
has to be placed on better utilisation 
of the existing capacities. While the 
FICCI is not averse to the development 
of the small-scale sector— in fact, besides 
reservation of some limited areas of 
production for the small-scale units, it 
desires that the development of this 
sector should be fostered through “single¬ 
window cIciTancc’' for the different types 
of permits and licences required for set¬ 
ting up small units—it has pleaded for 
the removal of all restrictions on the 
extent of utilisation of the installed capa¬ 
cities, regulari.se tion as a matter of 
course of excess production secured 
through innovations and modernisation, 
dismantling of price and other controls 
which are a major impediment in the 
expansion of many critical industries, 
inculcation of healthy competition bet¬ 
ween the private and public sectors, 


system and for preferring appeal against 
the order of confiscation to the State 
Government insterd of a judicial authori- 
rity, violates all democratic principles of 
the rule of law and therefore, must not 
be proceeded with. Besides, the pro¬ 
posal to amend the Essential Commo^ 
ditics Act with a view to deleting the 
right to appeal should be dropped. The 
terms like *hoa^ding^ ‘profiteering’ and 
‘black-marketing’ under the preventive 
detention laws, it has urged, should be 
properly defined and adequate safeguard 
measures provided against the misuse 
of these laws. 

The above pleas of the FICCI, of 
course, can have a more sympathetic 
bearing by the Government, if, as stressed 
by the President, Mr N. Sanjiva Reddy, 
the industry and trade inculcate greatejc, 
social responsibility. The sense of social 
responsibility, undoubtedly, has got 
eroded a great deal in recent years. 
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Eiiiirj^ from Forests 

Or. S- Paul 


This is an edited extract of a report for Fuelwood Panel of the Planning 
Commission. Some more extracts will follow. 


Two OFFICIAL documents released in the 
recent past duly highlight our excessive 
dependence on the non-commercial fuels, 
especially the fuelwoods, as also the 
fact that these are being depicted at a 
much faster rate than their supply war- 
1 rants. 

The Energy Policy Committee Report 
(1979) had shown that in India the non¬ 
commercial energy formed 43.5 per cent 
of the total energy consumed in 1975-76. 
As brought out in Table I; though the 
proportion of non-commercial energy 
sources has been consistantly coming 
down, yet that is not the case with the 
fuelwood consumption, which in absolute 
terms, has been rising ; 

Table 1 

Non-Commercial Energy and Wood 
Consumption in India 

Year N/C Energy Fuelwood 

as % Consumption 
of Total (Million 

Energy Con- Tons) 


sumption 

1953-54 

67.6 

86.3 

1960-61 

59.0 

99.6 

1965-66 

52.1 

109.3 

1970-71 

46.6 

117.9 

1975-76 

43.5 

133.1 


Furthermore, the Reference Level Fore¬ 
cast of the same report shows that the 
total non-commercial energy consump¬ 
tion would rise to 204.1 million tons 
coal replacement in 1981-82, before this 
shows a downward trend and comes to 
stabilise at 163.5 MTCR by the year 
2000-01 AD. However, that is not the 
trend with fuelwoods, as shown in 
Table II. 

We have deliberately shown the house¬ 
hold sector because it is the domestic 
sector which mainly accounts for the 
total non-commercial energy, and by 
implicittion the total wood consumptiem. 


The NCA had in its interim report 
(August 1972) computed the fuelwood 

Table II 

RLF of Fuelwood Consumption in 
India-2001 AD 

(Household Sector Alone) 

N/C Fuelwood 

Energy as Consumption 

% of Total - 

Energy As As 
Demand MTCR Original 

Units 
(M.T.) 

1982-83 79.8 132.7 139.7 

1987-88 73.5 131.8 138.7 

1992-93 66.1 127.3 134.0 

2000-01 49.7 106.3 111.9 


requirement for 1990 at 300 million cubic 
metres—of which 250m.m®will be suppli¬ 
ed by the non-forest sources. However, 
in the final report (Volume IX), the 
projected demand for fuelwood for the 
year 2000 AD has been reassessed at 
225 m.m®. 

As per the Sixth Plan document, the 
total availability of fuelwood by 1978-79 
has been placed at 18.5 m.m®. It is 
expected that another 15 m.m* should 
be available every year from the new 
plantations done under the Social 
Forestry Programme in the Fifth Plan 
period. Thus, it leaves a gap of 192 
million cubic metres or about 152 million 
tons of fuelwood by 2000 AD. To 
meet this shortage, the NCA had sug¬ 
gested afforesting an annual area of 20 
million hectares per year—an impossible 
task indeed. The Sixth Plan (1980-85) 
envisages an additional coverage of 3^ 
lakh hectares. 

Be whatsoever these configurations of 
future demand for fuelwood, the rising 
population and growing energy shortages, 
especially the fossil fuels would mean 
more illegal fellings and poaching of this 


forestry resources. Of the fuelwood cmij^ 
sumption of 203 m.m® in 1970, only IS; 
m.m® came from the recorded souroet* 
Thus, it could be safely presumed that, 
besides some share provided by 
private forests, most of this fuelwood. 
requirement was met by pilferage. 

ill Consequancles 

As such the zero private cost 
are fast becoming high social-cost fue‘]^ 
with all the ill-consequences of sm 
erosion, landslides, premature desiltatioift 
of the dams and the recurring floods. 
As B.B. Vohra said in his Patel Memd* 
rial Lecture (Dec. ’80), this premature sil* 
tation of over five lakh odd tanks and 
487 reservoirs of major and medium ir* 
rigation projects, upon which Rs I0,0W 
crores have been invested during tiw 
last three decades, is a particularly seriou 
matter. And equally shocking is the dis 
closure that the rate of sedimentation h 
these reservoirs is 4-6 times as high $1 
the one assumed at the time of their com 
traction, thus reducing their 
expectancy very considerably. 

Thus, we can appreciate the triggerim 
effect of this denudation of the greC)t 
cover. What is at stake is the loss 0: 
irreplaceable potential for irrigation 
for generating electricity and for floCH 
control too. 

In the World Bank’s Sector Poli<5 
Paper— Forestry, it has been shown th|' 
every year over 5-10 million hai of foresIt 
are being lost in Latin America, over tvi^ 
million ha. in Africa and another fitfi 
million ha. in Asia. This trend, if allowi^ 
unabatd, will deprive the Third Work 
of its entire green cover within 4-6 <1(1; 
cades. 

Since the dynamics of modern devclol 
ment imply encroaching upon the woodbi 
lands officially, hereunder we show tk 
forest area lost in various States duriui 
the last one quarter century (195J-76 
(thousand ha.) : Andhra Pradesh 202.2 
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r «i6; J & K 90:«; Kerala 189.0; 
Sharashtra 215.5; Rajasthan 85.8 Uttar 
adesh 221.8; Assam 72.6; Gujarat 
k)l80.4; Karnataka 308,4; Madhya Pradesh 
;’1809.8; Orissa J09.3; TamiJ Nadu 65.6; 
"West Bengal 324.5; All India 4.1 
J^llion hectares. 


■; The latest figures released by the 
forestry Commission, GOl, show the 
jSiptal forest area in India as 74.78 million 
:|ba or about 23 per cent of the total 
Ipographical area. As shown earlier, 
large tracts of this forest cover either do 
ixot exist or are merely in the form of 
shrubbery and scrub bushes. As such, 
hardly 30 million ha of the forests are 
deemed as productive reserve forests 
.which are easily accessible and iappable. 
Stable 111 gives the detailed picture 
Jbf the forest area in the States, as 
also the per capita area available. 


GuMtImatos 

Like all the LDCs, India’s forestry 
Agures are equally shrouded in guessti- 
hmtes and projections. Howsoever, the 
lltest estimates of the Forestry Commis- 
lion place the total growing stock of 
India at 1964 million cubic metres and 
the annual availability at 30.06 m.m.’ Most 
of the earlier estimates were usually made 
with reference to timber production, 
l^nce it would be permissible to take 
Abe fuelwoods (including bark and branch- 
di), at a higher level. The growing stock 
per hectare should ideally be 50 cu.m./ha. 
$Skd the optimistic forecast is 35 cu. m. 
per ha, though in realitly, the average is 
quite low—often not more than S-10 
CU. noi./ha. 

However, in the context of short-rota- 
tiem multi-use species recommended for 
biomass plantations, we make a special 
mention of Ku-Babul (Leucaena leuco- 
cephala) which yields 25-50 tonnes/ha/year 
(cf. Biomass Plantations article in CSIR 
icftirnal, Feb, 1981). Similarly, Casuarina 
equisettifolia has reported very high yields 
in the Philippines—42 tonnes/ha/year. 
This only goes to show how much more 

C uld be achieved with better planning 
d management. 

For supplementing our meagre fuel- 
qmd resources, we must fully mobilize 
and utilize the wood-wastes, of which we 




have a' ’pAetity.' Nonn^,' oi^' 

of the timber used goes as wastes for 
many technical and operational reasons. 
These were estimated at 5.5 million ton¬ 
nes/year in 1970, though this again seems 
to be a very low flgure. Apart from 
fuel-value, they can become an additional 
source of important chemicals and other 
utility products. In addition, they w^ould 
provide an additional avenue of employ¬ 
ment in the countryside. 

Technically speaking, nothing that 
comes out of wood is waste—every by¬ 
product or left-over has some utility. 

Wood-wastes may be logging and thin¬ 
ning wastes or the wood-wastes derived 




the plywood, veneers and paper and pulp 
industries. 

Sawdust and wood shavings are another 
useful material that will be found at 
many places and adds to health ha¬ 
zards. And if to these we were to add the 
branches, twigs and even dry leaves, the 
total quantity of wood wastes available 
for fuel utilisation will aggregate to a 
big sum. 

By processing some of these wastes as 
charcoal, briquettes and pellets, we could 
very substantially augment our fuel stocks 
and increase their thermal efficiency 
too. In many western countries, sawdust 


Table III 

State-wise Forest Area (1976-77) 


States/ 

Union 

Territories 

Forest Area 
(’000 ha.) 

Forest as Potentially 
per cent of Exploitable 
total land (’000 ha.) 
area 

Other 
Forest 
Area 
(’000 ha.) 

Per Capita 
Forest Area 
(Ha) 

Andhra Pradesh 

6,437 

23.25 

1,661 

1,665 

0.13 

Assam 

3,081 

39.24 

165 

229 

0.17 

Bihar 

2,928 

16,84 

NA 

225 

0.05 

Gujarat 

1,959 

10.00 

NA 

287 

0.07 

Haryana 

146 

3.30 

30 

104 

0.01 

Himachal Pradesh 

2,177 

39.11 

202 

1,000 

0.56 

Jammu & Kashmir 

2,104 

9.47 

203 

1,544 

0.40 

Karnataka 

3,757 

19.59 

235 

158 

0.11 

Kerala 

1,133 

29.15 

172 

236 

0.05 

Madhya Pradesh 

16,230 

36.67 

4,009 

2,048 

0.34 

Maharashtra 

6,672 

21.68 

254 

2,047 

0.12 

Manipur 

602 

26.92 

311 

NA 

0.47 

Meghalaya 

637 

28,32 

565 

NA 

0.55 

Nagaland 

289 

17.48 

179 

52 

0.47 

Orissa 

6,793 

43.61 

1,042 

68 

0.28J 

Punjab 

206 

4.09 

NA 

106 

0.0# 

Rajasthan 

3,461 

10.11 

1,215 

8,493 

0.12 

Sikkim 

282 

38.63 

107 

175 

1.20 

Tamil Nadu 

2,254 

17.38 

37 

4,332 

0.05 

Tripura 

603 

57.54 

48 

198 

0.33 

Uttar Pradesh 

5,075 

17.24 

599 

2,003 

0.05 

West Bengal 

1,183 

13.47 

65 

38 

0.02 

Andaman & Nicobar 

746 

89.99 

243 

1 

4.91 

Arunachal Pradesh 

5,154 

61.67 

4.354 

NA 

9.30 

Mizoram 

713 

33.81 

469 

188 

NA 

All India 

74,786 

22.75 

15,995 

25,085 

0.12 • 
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inglyu80dfor attracting chemicals^ like 
cellulose, alcohols, sugars and vinegar, 
"^oxalic acid and also being used in the 
manufacture of explosives, besides parti¬ 
cle boards etc. 

Primary Forest Fuels : The technical 
potentialities offered by wood and the 
versatility of its uses have given rise to 
the term Wood Energy Systems, meaning 
thereby that it is not merely the wood 
alone but many other fuel resources that 
can be derived from this primitive wood 
source. 

1 Primary forest fuels mean that the 
Vood is directly combusted as a fuel in its 
original form. This is the simplest and 
the easiest way to obtain energy, though 
the heat efficiency is very low. In the 
present open chulhas the thermal effi¬ 
ciency is barely 5-10 per cent. 

Moisture Content 

The heat efficiency of wood is affected 
by its moisture content and so fresh 
wood should be air-dried for 3-4 months, 
Iptill its moisture content is reduced to 25- 
30 per cent from the original level of up to 
55 per cent. The gross calorific value of 
oven-dry wood averages 3500 Btu/lb. 

Domestic usage apart, fuelwood as a 
primary fuel sources is also used in many 
village industries and food-processing/ 
curing units. It can also be used for gene¬ 
rating electricity -a usage which is finding 
acceptance in many countries. 

Secondary Forest Fuels : These are 
the products obtained as a result of con¬ 
version of primary wood material to 
more valuable fuels by carbonization/dis¬ 
tillation or gasification processes. These 
^secondary fuels could be charcoal, pro¬ 
ducer gas, synthetic gas, methanol and 
synfhels, besides briquettes. 

Charcoal : In countries like India, 
with surplus labour and lots of wood- 
wastes, charcoal offers a lutrative source 
of additional fuel. Normally 4 tonnes of 
wood give one tonne charcol and 50-60 
per cent of the heat energy In wood is 
converted to effergy in charcoal. 

Charcoal, as a fuel, is smokeless and 
sulphur-free and so it makes an ideal fuel 
for the towns. As a concentrated fuel, 
^it offers twice the heat of combustion 
than wood; a tonne of charcoal gives 7*1 
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Keal beat, as' ^ 4.7 miHion 

Kcal contained in a tonne of oven-dry 
wood. Charcoal making is very profitable 
when low-CQst materials, like natural 
forest thinnings and sawmill wastes are 
used as raw-materials. Further, char¬ 
coal making could be taken up as a 
cottage industry or a large-scale enterprise. 

Normally, 40 per cent of the mass of 
harvested trees is estimated to rot away 
in the forests. And the saw-milling ope¬ 
rations leave about 80 per cent of the 
harvested timber as sawdust waste. All 
these could be gainfully employed for 
charcoal making. 

The techniques involved in charcoal 
making differ widely, but the basic princi¬ 


ple is 40fhnidn to all of them. The 
pliances used are kilns, retorts, continuoiii^ 
kilns and furnaces. The earth or p^ 
kilns offer the advantage of minimiih^^^ 
handling and practically no expenditin^ 
is involved on equipment etc. The retortf; 
are containers subjected to heat on th^ 
external surface until the charge is convert:^ 
ed into charcoal. The gases formed id 
the process could be collected and con*' 
densed into useful commercial products^ 
like methanol, acetic acid and pitch. 

Though the FRl, Dehra Dun has dcl^' 
signed a portable kiln, yet wc need adap^ 
tive research to evolve different sizes a^ 
shapes of charcoal kilns, suited to difli^ 
rent scales and conditions. I 
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Mr G.D. Birla ha$ been aeeoeiated with India*§ economic developmmt for 75 
\ yean. While much i$ known about the Houae of Birla, relatively little m known 
i about the patriarch hinuelf. The following articlee, toe hope, will contribute towarde 
p filling the gap. The firet article thrown light on the pre-independence attitude of the 
I, Britieh towarde Indian bueineee in general and Mr Birla in particular. The eeeond 
^ article attempts to restore the perspective that has become somewhat distorted in the 
^ post-independence years. 

h' 


I The British and Mr Birla 


• The pre-eminence of Mr Birla tends to 
r hide the problems his pre-eminence 
» created for him. He was often an 
» object of suspicion by the British, who 
j viewed his support for the Congress 
t with serious misgivings. We reproduce 
'* below some excerpts from the Transfer 
f of Power documents published by the 
^ HMSO, which give indications of the 

> ' way some British minds worked. For 
^ example, the Intelligence Bureau, in a 
r note on 'Big Business', expressed the 

> following opinion: 

“The support given by Indian ‘Big 

• Business* to the Congress movement 

V may be compared with that given by 

> Russian ‘Big Business* to the 

> Mensheviks before the Russian revo- 
^ lution and that given by German *Big 

• Business* to the Nazis. In both these 
» instances, *Big Business* failed cons- 

V picuously in the end to dominate the 
government which it helped to create 

V and there is no reason to suppose that 
!** Indian ‘Big Business' will prove any 
^ more successful in realizing any 

ambitions that it may have in this 
direction. In India, as in some other 
( countries, money and politics bave 
I been combining for mutual advantage: 

on the part of politics a necessary 
^ expedient to provide the sinews of war; 

• on the part of ‘Big Business’ a grand 
f scale speculation with fabulous profits 

to follow the attainment of power by 
Congress”. . 

The Bfldsh as rulers of India were 
k genepifiy believed to be (almost) in- 
^ lallime. They were not quite that. In 
1: they were ip^ble of the most 


ludicrous errors of judgement. For 
example, the following letter from Leo 
Amery, M.P. to Lord Linlithgow, 
Viceroy: 

‘i was interested to read Lewis’s 
account in his letter* of November 
27th of the Birla (fair price) shops in 
Orissa. Obviously, the Birlas are out 
for mischief, but judging from the 
local sub-divisional magistrate's ac¬ 
count the shops are doing good by 
keeping down prices and preventing 
hoarding. That raises in my mind the 
question whether if the food situation 
becomes worse, it might not be possible 
for the Provincial Governments, or 
for that matter the Central Govern¬ 
ment, to set up stores at which food 
and other necessaries are sold at a 
price well bilow that to which hoarding 
may force up the market. There is of 
course the difficulty not only of orga¬ 
nisation, but of the Government’s 
having a sufficient stock to work with 
relative to the quantities hoarded. 
Otherwise, the hoarders might come to 
the conclusion that the Government 
was bluffing, that extra supplies from 

*This letter to Lord Linlithgow and the 
enclosed papers explained that Mr G D. 
Birla contemplated a scheme for cheap ftod 
and clothes shops and planned to make a 
start in Orissa where one such shop had 
already been opened. Volunteers distributed 
coupons to really needy persons who could 
then obtain suppi es at rkluced rates at the 
shop Pandit Misra had 'recorded his view 
on the file that the shops are being started 
fora political purpose, that Birla is a great 
supporter of Mahatma Gandhi and his 
movement, and that the ultimate objwt of 
these shops is to set up an agency which in 
its beginnings will be employed to meet local 
needs, but which when complete would be 
used for paralysing the administration*. 


outside would not be forthcoming, 
and consequently accentuate the hoard¬ 
ing policy even further.” 

Lord Linlithgow, in August, 1943, 
sent a cable to the Governor of Bengal, 
which exhibits a similar attitude. 

“I am disturbed also to hear reports 
(which I recognise may be incorrect) 
that Birla and the Marwaris have 
apparently been allowed by your 
Government to take over a substan¬ 
tial responsibility for opening commu¬ 
nal kitchens in Calcutta, .selling rice 
at concessional rates, etc. I have had 
no report from you on this subject, 
and no comment on the serious re¬ 
flection on your government which the 
existence of this state of things if 
correct would represent, for you will 
realise the extent to which it would 
admit of being regarded as an abdi¬ 
cation by Government of its functions. 
Please let me have a full telegraphic 
report as to the facts, with your 
comments if these suggestions are well- 
founded.” 

However, these suspicions were re¬ 
moved when Sir Herbert wrote back 
to Lord Linlithgow: 

“It has always been the practice in 
Bengal to encourage philanthropic and 
charitable assistance in times of scar¬ 
city and in accordance with this 
principle, our Civil Supplies Depart¬ 
ment issued instructions some time 
ago to the effect that Government 
would provide foodgrains at conces¬ 
sional rates to philanthropic organisa¬ 
tions for distribution in the Calcutta 
area and outside, provided that certain 
conditions were fulfilled. These condi¬ 
tions were that the organisation should 
supply a list of persons to whom 
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distribution would be made, that it 
should observe a prescribed quantity 
and quality for the food to be dis¬ 
tributed to one individual, and that 
Government should exercise general 
supervision over the location and 
administration of distribution centres. 
It is in terms of these instructions that 


the distribution of gruel by various 
organisations (including Birla and 
certain Marwaris) is being carried out; 
and all these arrangements arc under 
official supervision. In this view of 
the matter, I do not myself think that 
arrangements of this kind can 
reasonably be thought to constitute a 


The following is a communication 
from Sir R. Lumlcy, Governor of 
Bombay, to Lord Linlithgow earlier 
on May 25, 1949, on his discussions 
with Dr Henry F. Grand on the 
procurement of supplies from India 
for the war effort. (‘The Transfer 
of Power*, Vol. II, page 116, docu¬ 
ment 82) : 

“/)/• Grady made some interesthij^ 
comments about his vhit to India, 
He thought tiw Supply Department 
had done a good job, and he was 
particularly impressed with Jenkins. 
He Mvw most outspoken to «/<*, 
in private ., about Indian industrialists, 
Eirla in particular, and had came 
to tlw conclusion that they were 
out for profit, and nothing else, 
and that to hand over to them any 
important part of the supply effort 
would he disastrous, / gathered 
too that Walchand Hirachand^'s auto¬ 
mobile factory had received very 
short shrift. They luid sat for hours 
listening to the cotwmnts of Indian 
Clutmbers of Commerce, attd they 
had learnt how necessary it was to 
he puient in this country, hut they 
had been severely tried. Complaints 
about the Government of Iiulia, eu)nt- 
phiints ami suspicions ef the Supply 
Department, and, finai/y, suspicions 
ef the objects of his own Mission, 
Itad bee n the chorus everywht re, 
and he itad come to the conclusion 
that the Indian industrialists were 
a hopeless crowd. Fine lly, Iw 
had seen Gandhi when in Bombay, 
and he told me that the old mem 
had Seemed, to him, to talk com¬ 
plete 'hog wash\ As I gattur 
that Dr Grady has the ear of the 
President {US), his impressions may 
be of interest. I also understood 
that the mission was heirdly on 
speaking terms with Colonel Johnson, 
but 1 thought it better mtt to probe 
into the reasons". 

The following is an excerpt of a 
speech made by Mr John Gri^, 
M.P. He was against the industria¬ 
lisation of India : 

"Grigg then made a fiery 


statement condemning the whole 
policy of Indian industrialisation as 
wrong, fulminatine, against Birla and 
Co, and talking of betrayal of Indian 
people etc. Then John Anderson 
practically supported Grigg and said 
tiuit the proposals were not in the 
interests of the Indian massed ami 
that tiw Indian aim was really the 
elimination of British husines\ and 
British personner ". 

Lord Wavell was more realistic 
and sensible. He wrote : 

*‘/ pointed out that it was futile 
to talk of protecting the Indian 
tmisses against the policy of indus¬ 
trialisation {as Grigg arid Anderson 
/kid) when imprnwmcnt in tin stan¬ 
dard of living and social .services 
could only be gained by inenased 
wealth, and when all meal opinion 
in India was in favour of it." 

* * IK 

and went on to say how the Indian 
industrialists were better than their 
British counterparts of the 19th 
century : 

"Grigg\s views about Indian poli¬ 
tics seem to me to he quite un¬ 
realistic. 1 huvi no admiration for 
Birla and his kind, hut there is no 
doubt at all that on the Hindu side 
the Congress ami the Hindu finanviers 
would carry most of the .scats at 
general eleclUns both at the centre 
and in the provinces. Given our 
undertakings to India I do not .see 
how we can now take a high moral 
line and .say that wc will hand over 
only to people of whose motiws we 
approve. {Irom my readings of 
social history, Birla and Co. are 
in many re.spects better than the 
industrial magnates to whom we 
handed over our own people in the 
la.st century) The most importurt 
parties in India now are the Congress 
and the Muslim league, and I 
do not see hoW can disregard 
either or both of them any more 
than you could disregard the Con¬ 
servative and Labour Parties at 

homey 


reflection upon Government’s ability 
to distribute food or an abdication of 
functions properly appertaining to ,|| 
itself**. 

The financial support of big business 
to the Congress led to much specula¬ 
tion amongst the British. They were 
constantly on the lookout for motives. 
Lord Linlithgow in a “most secret and 
personal” communication to all Pro¬ 
vincial Governors on November 2» 
1942, wrote (‘The Transfer of Power’, 
Vol. Ill, page 190 and 191, document 
1932): 

“1 am anxious that every possible 
step should be taken to trace and 
bring home to those concerned the 
part played by “Big Business” in the 
recent disturbances.It had always 
been known that Congress has depend¬ 
ed for financial assistance on a number 
of wealthy capitalists and the DIB 
has recently asked Central Intelligence 
Officers to probe further into the 
matter with the assistance of Provin¬ 
cial Special Branches. 1 enclose a 
copy of a memorandum which he has 
sent to them giving examples of the 
manner in which this financial assis¬ 
tance is believed to have operated 
during the last few months. 

“A further and even more important 
possibility is that there is a clique of 
financiers in India who, taking a leaf 
out of Japan’s book, and even possibly 
with Japanese assistance, are endea¬ 
vouring to use the Congress organisa¬ 
tion and the political ferment which it 
has brought about to establish for 
themselves a position of financial 
domination in India comparable to 
that obtained by the ‘Big Four* in 
Japan...It is generally assumed that 
the Hindus are naturally sympathetic 
towards the Buddhist culture of Japan 
and would welcome the support 
against the Muslims if the Japanese 
came to India. There may be some 
such feeling, but it may well have 
been fostered by the Birla Brothers 
with a view to their ulterior objects. 

“It will be obvious to you that this 

♦I'ollowing the “Qviit India” resolution 
ard arrest of Congress leaders. 
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is a case for very delicate handling and 
it is for this reason that I am writing 
to you personally to stress the impor¬ 
tance of these investigations rather than 
pursuing the matter oflicialiy. 1 con¬ 
template that a stage might be reached 
when we could strike against the Birla 
Brothers and other leading financiers 
engaged with them in the conspiracy, 
but for the moment it is important 
not to give any hint of our ideas or to 
take premature action which might put 
those concerned on their guard. I am 
considering further wliat special agen¬ 
cies might be able to help in unravel¬ 
ling the plot, but for the present it will, 
T think, be suflicient if you give a hint 
to your CIL) of the importance that 
we attach to all information bearing 
on the financial support which the 
Indian mercantile community has been 
giving to Gandhi, the Congress, and 
the present Congress movement, and 
the motives underlying it.” 


I The following excerpt from The 
Transfer of Power’ (Vol IV, pages 771 
and 772, document 704) sums up the 
British assessment on the subject. The 
excerpt is part of a note by the Intelli¬ 
gence Bureau, Government of India, 
Home Department: 

“Very little has been disclosed by 
’Big Business’ itself of the motives 
inspiring it to support the Congress 
movement. In November 1942, two 
Gujarat merchants told a secret agent 
that the motives which led the mill- 
owners of Ahmedabad to close their 
mills were more economic than politi¬ 
cal, as the Congress leaders, particular¬ 
ly Vallabhbhai Patel, had impressed 
upon them, that a Japanese invasion 
was a certainty and that in that event 
their accumulated profits in the shape 
of money would have no value. The 
millowncrs calculated that the losses 
incurred by closing their mills would 
be made up by the rise in prices, which 
Would follow the decrease in produc¬ 
tion. In February 1943, G.D. Birla 
told Herbert Mathews, correspondent 
of the New York Times, that reports of 
Indian industrialists’ help to Congress 


had been ^grossly exaggerated* and 
pointed out that Congress Ministries 
(after they assumed power under the 
1935 Act) had taken many measures, 
designed to secure better wages and 
working conditions, which had harmed 
businessmen and involved them in the 
payment of higher taxes. Birla went on 
to say: ’The industrialists did not 
like it, but they took it because they 
wanted to see India free and wanted 
the Congress to make a good show’. 
In March, 1943, Herbert Mathews 
visited Ahmedabad, and reported that 
the local millionaires deplored what 
had been happening in the country 
and pointed out that their object in life 
being to make money, like most Indian 
businessmen, they were keeping one 
foot in the Congress camp, which they 
expected to see running the country 
and another in the British camp, which 
’is running it now and gives them fat 
orders'. Probably the best indications, 
however, of the underlying motives of 


’Big Business’ is to be found in the 
’master plan’ for post-war reconstruc- , 
tion recently published by a group of 
Bombay businessmen, of whom no 
fewer than five—J.R.D. Tata, Sir Ardc- 
shir Dalai, Kasturbhai Laibhai, Sir Shri 
Ram and G.D. Birla- have been 
mentioned in this note. This plan dis¬ 
closes an ambitious scheme of benevo¬ 
lent capitalism working through a 
‘National Government with full free¬ 
dom in economic matters’, under 
which it is proposed to expand indus¬ 
try, agriculture and services enormous¬ 
ly, to the moderate benefit of India’s 
millions and to the immense profit of 
Indian ’Big Business'. There seems 
little doubt that ‘Big Business' has 
been supporting the Congress move¬ 
ment for much the same reason that 
the host of petty Hindu tradesmen, 
merchants and money-lenders have 
supported it, i.e. reasons of strong self- 
interest coloured by a touch of natio¬ 
nalist sympathy.” 


If ’B' is for Business 'A' is for Achievement 

V. BalasubrAmanian 


The living legend of India’s industrial 
growth, the grand old man of the busi¬ 
ness community of our land, has seen 
many of his dreams of economic pro¬ 
gress for his country come true. Even 
for an achiever as passionate as he, the 
fulfilment has been enormous. 

Ganshyam Das Birla’s participation 
in the industrialisation of his country 
has been truly multi-dimensional. 
Over seventy-five tireless years he 
himself or the famous business house 
he has inspired and guided into its 
envied greatness has been seizing one 
opportunity after another of building 
enterprises for the manufacture of basic 
as well as consumer goods. While 
knowing well the significance of heavy 
industry he has always recognised 
with characteristic pragmatism the 
necessary emphasis that Indian politics 
and economy must place on a gene¬ 
rous production of mass consumption 
goods for promoting social welfare 
and raising living standards. In a 


sense his first and last love has been 
the textile industry in all its evolutio¬ 
nary phases in fibre or other techno¬ 
logies. However, when the chance came 
he did not hesitate to establish a com¬ 
manding position for his business 
house in the aluminium industry. It is 
easily conceivable that, but for the 
public sector preferences of Government 
policy, his presence in the producer 
goods field would have been more 
extensive. 

In the mini of an earlier generation 
he dwells essentially as a patriot recog¬ 
nised and honoured as such by 
Gandhiji himself, a nationalist to the 
core, giving freely of his wealth to the 
many worthy causes of his country’s 
political, economic and social libera¬ 
tion. They see in him also an out¬ 
standing industrialist who has been 
putting up factories faster than Govern¬ 
ment has been putting on controls, 
but their central comprehension of him 
is that of a multi-dimensional perso- 
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nality, a philosopher-businessman 
motivated by the religious or other 
cultural forces of the Indian heritage 
and holding fast to a vision of India 
that has an intelligent continuity with 
all that had gone to make this land of 
ours great in the past. 

I am not very sure that the men and 
women of the nearer years of the 
second half of this century share in 
any significant way this understanding 
of what makes GD tick. If they do 
not I would not be unduly surprised. 
After all these are the days of irreve¬ 
rence, cathartic in their own way. But 
it is wholly necessary and proper that 
this contemporary, younger India 
must have some awareness of the 
modernity of his mind. He sees every 
human being as a potential master of 
his or her circumstances, who thcrc- 
foTc has no excuse for becoming its 
slave. He believes too that even if 
anyone has let himself lapse from a 
state of grace it is still in him to re¬ 
cover and make good. It is possible 
that this scheme of values makes him 
a harsh judge of non-pcrforniers or 
those who, having fallen by the way¬ 
side, would make no effort to raise 
themselves. But it has certainly been 
the driving force for him and the envi¬ 
ronment over which he has command 
to attempt many missions “impos¬ 
sible”. 

It is a part of Birla lore how in his 
teens or thereabouts GD took on the 
British business establishment in 
Calcutta, then in monolithic control of 
India's jute industry and trade, and 
broke through its fortress-walls to 
establish a bridge-head for Indian 
enterprise in an area identified with 
the colonialism of a foreign occupa¬ 
tion. He triumphed because for him 
there could be what looked failures 
occasionally, but never any that really 
were failures since there should always 
be some means somewhere, somehow 
of retrieving lost ground, or sweeping 
aside obstructions. His daring and 
courage which have often had a physi¬ 
cal quality to it have no doubt revved 
him up in his aggressive pursuit of 
excellence and incidentally a tale fond¬ 


ly told about him is of a youthful 
flirtation purely passing, with Bengal’s 
politics of revolution before he dis¬ 
covered Gandhiji, or Gandhiji discover¬ 
ed him. 

In writing on his relationship with 
Gandhiji, GD has used the phrase “In 
the Shadow of the Mahatma” for the 
title of the book. But there was no 
element of tutelage in that association. 
OD undoubtedly had and has a total 
adoration for the essential moral integ¬ 
rity of Gandhiji and the ungrudging 
admiration of a practical man of busi¬ 
ness and much else for the utter realism 
of Gandhiji's philosophy and practice 
of the politics of the Indian freedom 
struggle. But he never was an uncriti¬ 
cal or opportunistic acceptor of the 
more esotoric precepts of Gandhian 
thought and where the economics of 
India’s material progress was concern¬ 
ed, he seldom hesitated to assert the 
worth of his own perceptions arising 
out of his involvement in the indus¬ 
trialisation of the country. There were 
also many occasions in the coming 
and working together of these two 
when GD, secure in his enjoyment of 
Gandhiji’s trust and affection, could 
and did take independent positions in 
matters of family or community values. 
The correspondence between the two 
has a great deal of the raw literature 
of an entirely honest communication 
between two unusual individuals, firm, 
even opinionated sometimes, in their 
judgment of many of the specific pro¬ 
blems or issues that merge into the 
totality of one’s outlook on life. 

GD has had other special relation¬ 
ships, but only a few in number, but 
none of these could have had the 
almost mystical and certainly unique 
quality of his association with Gandhiji. 
With Sardar Patel he had moved 
on terms of mutual respect personalis¬ 
ed by deeper feelings. Among politi¬ 
cians prominent on the national scene 
after independence Govind Vallabh 
Pant was highly regarded by him. GD 
also found much that was attractive in 
T.T. Krishnamachari’s dynamic 
approach to the challenge of India’s 
industrialisation although he never 


made a secret of what he thought 
the political compromises TTK often 
held unavoidable in the actual making. | 
of fiscal or regulatory economic ; 
policies. 

In the business community, while 
GD has had a remarkable capacity for 
getting on with large or fragile egos, he 
could get real pleasure only from work¬ 
ing with peers such as Purshottamdas 
Thakurdas or Kasturbhai Lalbhai com¬ 
mitted like him to the furtherance of i 
India’s economic development by 1 
patiently hammering away at the cons- | 
traints placed on Indian trade and j 
industry by Britain’s imperial priori- 1 
lies. An outstanding instance of this | 
collaboration among the giants of | 
India's business world was the Bombay | 
Plan, outlining in 1943 a fifteen-year f 
programme lor the development of ♦ 
agriculture, industry, transport, trade t 
and the social scctt>r. which was in j 
many ways the first precise testament by 1 
Indians of India’s faith in its future and j 
its confidence in making it through the I 
coopciative effort of the citizens and | 
their state. J 

The march of time has taken its toll | 
of GD’s friends and friendships | 
through the inexorable processes of ♦ 
human mortality. A lonely man grow- t 
ing lonelier as the years pass he is now t 
thrown more and more on the bonds of f 
family love and companionship while t 
dwelling on his rich memories of a f 
crowded life stretching back into some t 
of the most eventful years of the long t 
history of this ancient land. Neverthe- J 
less he lives less in the past t^n many ^ 
half his years, for in the autuihin of his t 
life as in its spring, his enthusiasm for ♦ 
the human adventure endures and his t 
wise and kindly eyes arc lit up with t 
dreams again and again as he speaks f 
of the richness of our country's human f 
resources, especially in its youth in the ♦ 
academic and technical institutions of ♦ 
learning or the public services and, j 
above all, on the factory floor, all the f 
way up the executive echelons and in .J 
the board rooms of Indian Industry. J 
Warts and all, Ganshyam Das Birla is | 
truly of the company of the great of j 
our land in the history of our times. 1 
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''AJANTA", 

Centuries old treasure, the Nation inherited, 
continues to draw scores of Art lovers. 


“AJANTA CEMENT”, 

Hall-mark of Kesoram Cement, 

is the first choice of millions of the Country today. 


Blended so well at Kesoram, 

it makes any construction a lasting monument. 

Let it be any Cement—Ordinary Portland or Portland Pozzolana, 
we give the same magic touch!! 

To keep the pillars of the Nation strong, 
we care to mak it last longer and stronger. 


It's a “CONCRETE" idea with “AJANTA" 
which “CEMENTS'" the decades and centuries. 


KESORAM CEMENT 

BASANT NAGAR 505 187 
KARIMNAGAR OIST., A.P. 
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Tn ihe Nation 


Modification of Budget Proposals 


Six OF his budget proposals for the 
current financial year were modified by 
the Union Finance Minister, Mr R. 
Venkataraman, while moving last week 
for consideration by the f-ok Sabha the 
Finance Bill. The most significant con¬ 
cession granted concerns small and 
"jnedium newspapers. At the time of 
presenting the budget on February 28, 
Mr Venkataraman had imposed a customs 
duly of 15 per cent ad valorem cn 
newsprint. He has now proposed that 
this levy will not be applicable to small 
newsj\'ipcrs. The newsprint supplies to 
the medium newspapers will attract a 
customs duty at the rate of five per cent 
only. The big newspapers, however, 
would pay a price which would reflect 
the full incidence of 15 per cent ad valo- 
fftm impost. 

I'he industrial undertakings in free 
trade zones have been given the choice 
between complete tax holiday as pro¬ 
posed on February 28 and the existing 
concessions in lieu of which the tax holi¬ 
day is to be provided. The Jncome-tax 
Act currently contains several provisions 
for encouraging the establishment of 
new industries such as investment allow¬ 
ance, partial tax holiday, ex]>orl markets 
development allowance and special con¬ 
cessions for new industries set up in 
backward areas. 


by it in this behalf by notification in 
the official gazette. It is now proposed 
to extend the liberal income-tax facilities 
under this provision to cover such persons 
providing any service or facility or supply¬ 
ing any ship, aircraft, machinery or plant, 
whether by way of sale or hire, in con¬ 
nection with the business consisting of 
prospecting for i>r extraction or produc¬ 
tion of mineral oils carried on by the 
Central Government or any other person 
specified by it in this regard. 

The Finance Minister has also an¬ 
nounced that he will be introducing 
shortly a bill extending the power of 
acquisition by Government of immov¬ 
able properties to cover flats or premises 
built through the medium of cooperative 
societies and companies. The Income-tax 
Act currently contains provisions em¬ 
powering the Central Government to 
acquire immovable properties in cer¬ 
tain cases of transfer to counteract tax 
evasion. These provisions, however, 
have been applicable only in the cases of 
transfer of immovable properties by 
way of sale or exchange and have net 
been covering cases of other types. The 
new bill will aim at curbing the wide¬ 
spread practice of understating the value 
of immovable properties with the pur¬ 
pose of avoiding properly tax liability 
and utilisation of black money. 


dent hospitalised for not less than 182 
days during the previous year and front 
Rs 600 to Rs 1,200 in any other case. 
This concession, however, was available 
only in the case of one handicaped de« 
pendent, even if a taxpayer had to main¬ 
tain more than one such dependent. The 
quantum of deduction was also to be 
reduced by the income of the handicapped, 
dependent in the concerned year. It 
has row been proposed to allow that 
not imly the quantum deduction for* 
medical treatment of handicapped de-. 
pendent will not be reduced by the income 
of such dependent but also the expendi¬ 
ture on hospitalisation of all the phy¬ 
sically handicapped dependents will be 
admissible as deduction. 

The modifications announced do not 
have any significant bearing on the 
revenue receipts of the Government, 
except the relief in the customs levy 
on newsprint to be made available to 
small and medium newspapers. This 
concession will entail a loss of the cx-^ 
chequer to the tune of Rs 5.68 crores. 

Steel Target 
Revision Likely 


|^|A judicious modification has also been 
made in respect to the new provision 
proposed to be introduced in the Jncome- 
tax Act under which the Central Govern¬ 
ment would be empowered to relax or 
modify the provisions of this act with 
a view to enabling it to make an ex¬ 
emption, reduction in rate or other modi¬ 
fications in income-tax in favour of 
certain classes of persons, including those 
rendering technical services in connec¬ 
tion with any business consisting of 
prospecting for or extraction or produc- 
of mineral oils carried on by the 
Government or by any person specified 


Another major announcement the 
Finance Minister has made is that units 
producing goods classified under item 
68 which do not fall within the definition 
of factories under the Factories Act will 
not have to pay any excise duly. 

Ihc concessions proposed in the 
Income-tax Act for deducting by resident 
individuals or ilindii undivided families 
from their assessable incomes expenditure 
incurred on medical treatment of handi¬ 
capped dependents has been liberalised 
further. Earlier it had been proposed to 
raise the limit of this deduction from 
Rs 2,400 to 4,800 in the case of a depen- 


ThIi SiEFL Authority of India (SAIL) i 
is being prevailed upon to scale up this ; 
year's target of production of saleable ; 
steel from its five integrated steel works at 
Bhilai, Rourkcla, Bokaro, Durgapur and j 
Burnpur. The target that has been recen- j 
lly set and envisages production of 5.73 
million lonrcs 20.7 per cent higher than 
the estimated output of 4.747 million 
tonnes in 1980-81. With 348,000 tonnes 
of ingot steel and 82,000 tonnes of slabs 
lying at the SAIL plants to be rolled, i 
which is considered to be a somewhat ' 
higher-than-normal inventory, even 
though the stocks have been brought 
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R^ilown from as much as 737,000 tonnes 
pand 216,000 tonnes, respectively, on 
i,September 1, the SAIL authorities feel 
I' that they can exceed the 5.73 million 
I tonnes target, provided infrastructure 
I constraints can be further straightened 
I out. 

! The above target, it is explained, has 

I been fixed marginally lower than the one 
for the last year (5.77 million tonnes) 
which was missed by a wide margin, on 
the basis of supplies of essential inputs 
ft likely to be available and the movement 
ft capacity of the railways. The output of 
f coking coal from indigenous sources 
♦ being envisaged around 26.7 million 
\ tonnes, significant quantities of low ash 
? coking coal, it is stressed, will have to 
J be imported. The Union Government 
? has already cleared import, of two mil- 
l lion tonnes of low ash coking coal. 

I Removing Constraints 

i It is felt that actual imports may not 
5 exceed 1.5 million tonnes because of the 
\ bottlenecks at ports, This quantity, 
} along with the supplies to be ensured on 
5 the basis of the coking coal production 
5 target of 26.7 million tonnes, will be just 
j sufficient to help the output of ingot 
5 steel to go up to about 7.2 million tonnes 
1 at the five SAIL projects from apprexi- 
\ mately 5.5 million tonnes last year. If 
! the availability of coking coal can be 
I augmented from indigenous sources and 
I no constraints develop on the transporta- 
{ tion, power and industrial relations 
i fronts, the SAIL is confident that it 
r should be possible to step up saleable 
1 steel production from its plants to slight- 
1.' ly over six million tonnes. 
j< The main constraints on raising the 
! indigenous output of coking coal, accord- 
ing to official sources, are power supply, 
i transportation bottlenecks and the 
periodic setbacks on the industrial re- 
, iations front. The mining of coking coal 
is from deeper horizons. Insufficient or 
erratic power supplies, therefore, create 
a number of problems. If, however, 
the recent improvement in power supplies 
from the DVC complex is maintained, 
i it might be possible to improve upon the 
i coking coal production target. 

; Official circles agree that the 121 
' million tonnes overall coal production 
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target set for the current year ii a con¬ 
servative one. But this, it is explained, 
has been set taking into consideration 
the likely growth in demand to about 
127 million tonnes. It is hoped that the 
demand in excess of the production tar¬ 
get will be met from the accumulated 
stocks at the pitheads which on April 1, 
stood around 18.5 million tonnes. The 
Department of Coal, it is pointed out, 
however, may raise the current year’s 
target if demand picks up faster than 
anticipated. The development plans to 
raise production to 165 million tonnes by 
the end of the current Plan period, it 
is stressed, arc being pursued vigorously. 
Since a large part of the additional output 
is to accrue from open cast mining, it is 
felt that notwithstanding the current 
year's production target being set at 121 
million tonnes, it will not be difficult 
to raise the output potential by 1984-85 
to the stipulated level of over 165 million 
tonnes. 

The supplies cf coal to steel plants 
are expected to improve signilicrntly 
during the next 24 months as a sequel 
to the augmentiiticin of the coal washing 
capacity. A new washery at Sidamdih 
has gone on stream recently. Three 
more washeries arc expected to be set 
up by the end of 1982-83 or in early 
1983-84. 

Freeze on Free 
Trade Zones ? 


The lack of close cooperation between 
the Union Ministries of Finance and 
Commerce has been an impediment to 
the eflcctive implementation of the ex¬ 
port promotion strategy. One would 
have thought that at least in the present 
context when the oil crisis has imposed 
a strain on the balance of payments, 
and exports have assumed greater im¬ 
portance, the two Ministries would work 
together especially on major issues. But 
consider their approach to free trrde 
zones. Addressing the annual meeting 
of the Associated Chambers of Com¬ 
merce recently, the Finance Minister, 
Mr Venkataraman, disclosed that the 

1112 


Government proposed' to sei more 
free trade zones. He had made a similar 
annoimcement a few days earlier in 
Madras. ■* 

But the Commerce Secretary, Mr P.K, 
Kaul, declared, while inaugurating a 
seminar in New Delhi on April 18, that 
the Government had no intention to 
create more free trade zones because the 
existing ones in Kandla and Santa Cruz 
had not worked satisfactorily. He also 
said that no fresh investment would be 
made in Kandla and Santa Cruz. The 
Commerce Minister, Mr Pranab 
Mukherjee, during his visit to Calcutta 


R.J* Venkateswaran wtitea 
from Calcutta 


a few days ago, made several speeches in 
which he explained the Government’s 
approach to export promotion. But he 
did not refer to the free trade zones. It 
seems therefore that the Commerce Minis¬ 
try is being kept in the dark by the Fina¬ 
nce Ministry regarding the move to set-^jj 
up more free trade zones. Mr Venkata¬ 
raman had announced in his budget 
speech that the units in the free trade 
zones would be given a complete tax 
holiday for five years. He did not 
appear to have informed Mr Mukherjee 
about his intention to offer this incentive 
before incorporating it in his budget. 

In the last few years, free trade zones 
have become more popular in many 
parts of the world. Even the USA 
which has already several such zones is 
reported to be thinking of setting up a 
few more in the near future. In Europe. 
Africa, the Middle East and the Fa^ 
East, Governments have been actively 
supporting free trade zones by im¬ 
proving the facilities and incentives. It 
is estimated that at present there arc 
about 355 free trade zones in 74 countries. 

Why then is the Commerce Ministry 
not keen to establish more free trade 
zones? The fact that the performance 
of Kandla and Santa Cruz has not been 
encouraging should not be an adequate 
ground for not creating more zones in 
other parts of the country. On the other 
hand, it should be possible to make a 
success of the new ventures by avoiding 
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the mistakes of the past and also by 
profiting from the experience of other 
ipoimtrics. In many States favourable 
conditions exist for the smooth work¬ 
ing of free trade zones. In West Bengal, 
for example, the Trade Development 
Authority (TDA) had recommended the 
creation of a free trade zone in the Salt 
Lake area. The TDA had made out a 
convincing case for this project but the 
Government of India did not pursue it. 
Some business organisations in Calcutta 
had prepared a scheme for a free trade 
^onc in Haidia. But this idea was also 
shelved. Now the time has come to revive 
these proposals and to implement them. 

The State Governments should also 
lake an interest in this subject and per¬ 
suade New Delhi to set up free trade 
zones in their areas. These will help the 
State Governments to give a boost to 
their economy and also create more 
opp6rtunitics for employment. It is 
unfortunate that some State Govern¬ 
ments continue to be lethargic to export 
promotion. In West Bengal, for example, 
^e Left Front Government has done 
little to encourage exports although the 
State has immense potential. 

The Government of India therefore 
should clarify its attitude to the creation 
of more free trade zones. The Cabinet, 
or the Cabinet Committee on Exports, 
should consider this matter and take a 
firm decision, and once an agreement 
is reached on principle, it should be 
possible to take appropriate steps to 
implement the scheme. 

tinformation for 
Integration 

The decision of the Government of West 
Bengal to set up Information Centres in 
different State capitals is a commendable 
move to promote national integration. 
A centre was opened in Madras re¬ 
cently and it is proposed to start similar 
offices in Bombay, Patna, Cuttack, 
Lucknow and Agartala in the current 
l^ar. The Government of West Bengal 
has explained that these centres would 
help to bridge the information gap bet¬ 


ween other States and W. Bengal, which 
is one of the causes of the prejudices and 
suspicions that exist among the people 
inhabiting the dilTerent parts of the 
country. If the other State Govern¬ 
ments also follow West Bengal’s example 
in this matter, it will, of course, help to 
some extent to create better under¬ 
standing and strengthen national unity. 

Creditable Action 

Whatever may be the lapses of the 
West Bengal Government, credit is due 
to it for pursuing a courageous and 
consistent policy towards national in¬ 
tegration. At a time when many Stale 
Governments have been directly and 
indirectly encouraging petty parochial 
tendencies. West Bengal has refused to 
be guided by them. On the other hand, 
the Left Front Government has always 
taken the stand that India is one and 
indivisible and that all citizens have the 
fundamental right to reside in any State 
of their choice and seek employment. 
It has said that “no single Stale can 
claim to be the sole beneficiary of its 
national resources" and that all Indians 
have the right to use them. On the 
Assam problem the West Bengal Govern¬ 
ment’s view has been that “agitators of 
one State cannot decide who is a 
foreigner" and that “it can be decided 
only by the Government at the national 
level with the consensus of all parties", 
ft is essential that ail State Governments, 
while seeking the transfer of more powers 
and resources from the Centre, should 
refrain from measures which will weaken 
the unity of the nation. Such an approach 
is all the more imperative at a time when 
there is a threat to the country’s security. 

So far as the Information Centres are 
concerned, their utility will depend largely 
on how promptly they can provide cor¬ 
rect guidance to those who seek it. 
These Centres should not confine them¬ 
selves merely to highlight the activities 
and achievements of the State Govern¬ 
ment. They should be well equipped to 
provide information on tourism, fairs 
and festivals and also on subjects re¬ 
lating to economic development. For 
example, if businessmen in Madras want 
to know the details of the incentives 
offered by the West Bengal Govern- 
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ment f(»r setting up new industries, wiljf 
the Centre be able to pr(>vide the latest^ 
information? Even if the data on certainj 
points ciinnot be given on the 
efforts shf-uld be made to provide theniA: 
as soon i.s possible. i 

State Governments have been vying;] 
with one another in projecting theii; 
image by sponsoring supplements ini 
newspapers. But often their objective 
seems to be more to build up the popu-^ 
larity of the Chief Ministers rather than : 
enlighten the public about the real situa-^ 
tion in their States. Care should therc^ i 
fore be taken to see that the Information'^ 
Centres do not turn out to be just 
nels for disseminating data from thC; 
angle of publicity or propaganda in the i 
interests of the parly in power. 

The Centres should also try to present 
the opposition's point of view' on certain 
problems. For example, the cducationar^ 
policy C'f the Cioveinment of West Bengaf 
has created a great deal of controversy. 
People in other Slates would like to 
know what the issues involved are and 
why there is so much criticism of this 
policy. Will the Information Centres 
be willing to tell the public about both 
sides of this question so that they can ■ 
come to their own conclusions? 


Expansion Plans 
for Airports 


As Northcote Parkinson once observed 
the time and attention spent on a matter 
is inversely proportional to its cost. 
The average politician is able to under¬ 
stand things more earthy than, for 
instance, computer scierccs or other :* 
futuristic projectiors. He has not been ’ 
able to focus attention on areas beyond 
the pale of immediacy. Expansion of^ 
facilities at a major airport like Madras . 
provide an interesting example. The, 
demands hitherto from chambers of com¬ 
merce and occasionally from Members ! 
of Parliament have largely been confined 
to adding the frequency of a particular 
service or pleading for direct non-stop 
flights to Delhi. More fundamental 
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r questions such as preparing the airport 
for handling an increasing volume of 
traffic rarely received attention at their 
I hands. 

I And so it was a pleasant surprise— the 
news on commencement of work on a 
! Rs 10-crore new national terminal 
I complex at Madras. The Union Minister 
[ of Tourism and Civil Aviation, Mr A.P. 

^ Sharma, who laid the foundation-stone 
I fo.r this complex on April 18, said that 
J by 1984 when the new terminal is ex- 
J pected to be completed, Madias airport 
J;' will have separate terminals for domestic 
Jj and international traffic designed to 
J, handle 1.2 million passengers in a year. 
J Madras has been having a rather low 
S profile in the matter of extension of 
f such facilities. The terminal building 
li at Mecnambakkam had its origin in 
I 1945. The central rotunda underwent 
S many modifications and extensions largc- 
i ly in the nature of make-shift arrange- 
ii ments. But with the vast increase in 
I traffic experienced in the Seventies when 
‘i wide-bodied jet services were introduced, 
1 the airport has not been able to cope 
\ .with the flow of traffic, especially in 
j the peak hours. There was nearly a thrcc- 
i| fold increase in passenger traffic during 
5 the Seventies; It shot up from 375,588 

f __—----- 

i 

I S. Vfswanathan 

I writes from Madras 


; 

^ in 1970-71 to nearly a million last year. 
jVThe airport also witnessed a 20-fold 
increase in air cargo handled by it during 
i: this period : The Chairman of Inler- 
' national Airports Authority of India, 

: Mrs. Ramanathan, said that the air cargo 
■ .traffic increased from 924 tonnes in 
.1970 to 18,722 tonnes in 1980. 

; The facilities under contemplation 
jincludc the construction of a new do- 
^mestic terminal complex. The existing 
{terminal will be used for international 
' ^traffic after the commissioning of the 
inew complex in 1984. To cope with 
jthe present congestion, the existing termi- 
(Ual building is being extended at a cost 
of around Rs 61 lakhs and is to be com- 
^pleted in the next 12 months. Provision 
will be made in the new building to 



construct aero bridges so that wide- 
bodied aircraft can be loaded from these 
bridges directly. 

The International Airports Authority 
of India, set up in 1972, is responsible 
for providing services and facilities for 
the operation of air transport services at 
the foul* international airports at Bombay, 
Calcutta, Delhi and Madras. These air¬ 
ports account for some 85 per cent of 
the total air passenger traffic in India. 
Presently 36 international airlines fly 
through these airports 11 million pas¬ 
sengers and lift 190,000 tonnes of cargo 
every year. The vast expansion in air 
traffic demands modernisation of the 
facilities available in quick phases. 

Perspective Plan 

In a tcn-ycar perspective plan for 
1980-90, lAAi envisages an outlay of 
Rs 350 crorcs. For 1980-85 a provision 
has been made in this Plan for Rs 227 
crores which will include the cost of 
construction of new passenger and cargo 
terminals at the four airports, air field 
pavements and visual ground aids. The 
plan is based on a projected growth in 
passenger traffic from the present 11 
million to 18 million in 1985 and 35 
million in 1990. 

At Bombay a new international pas¬ 
senger terminal has recently been com¬ 
missioned at Sahar Adjoining Santa Cruz. 
The existing terminal is being renovated. 
The ultimate plan is to prepare Bombay 
to handle 7.5 million passengers in a 
year, with the first module for handling 
2.5 million passenger scheduled for com¬ 
missioning in the mid I980’s. The esti¬ 
mated cost of this is Rs 22 crorcs. At 
Delhi the new terminal complex to be 
built with an outlay of around Rs 64 
crores is designed to handle in the first 
phase 3.3 million passengers. A large 
scale expansion of the international wing 
is under way at Calcutta. 

More interesting than even the acti¬ 
vities at home are lAAFs success in 
winning over a few large contracts for 
consultancy, engineering and construc¬ 
tion projects abroad. These include a 
Rs 77 crores contract job in Libya which 
includes^.construction of an airport on a 
turnkey basis. lAAI has won a Rs '8.6 
crore contract for constructing an island 


airpoh in Maldives; a Rs 22 crores con¬ 
tract for constructing an airport in 
Yemen, and a consultancy contract ^ 
Tanzania. The skills and labour- 
intensive nature of these contracts have 
been contributing richly to the diversi¬ 
fication of exports. 

It is also interesting to note that the 
Authority's operations have been profit¬ 
able right from its inception. Jn 1979-80 
lAAl earned a net profit of Rs 6.6 crores. 
The Chairman, Mr Ramanathan, mentioned 
that lAAI could meet nearly two-thirds 
of its requirement of capital expenditure 
from internally generated funds. 

In organising an impressive function 
marking a major expansion in airport 
facilities, undertaken perhaps for the first 
time in a decade in Madras, the absence 
of State Ministers and officials was 
rather odd. The Civil Aviation Minister, 
Mr Sharma, in his address expressed con¬ 
cern over the growing instances of harass¬ 
ment of passengers by taxi drivers, touts 
and hawkers and recommended for the 
serious consideration of the State 
Government, the establishment of a ' 
police district, exclusively for Madras 
airport so that one police officer could be 
made responsible for the maintenance of 
law and order, prevention of crime and 
traffic regulation in the entire airport 
area. Surely the association of the State 
Government with this function could 
have facilitated the conveyance of this 
idea to those who mattered. 


The Business of 
Management 


The British Prime Minister, Mrs 
Margaret Thatcher, during her visit to 
Bombay laid the foundation stone of 
the Bharatiya Vidya Bhavan’s Shriyans 
Prasad Jain Institute of Management 
and Research. The institute, which will 
cost two crorcs of rupees, has received 
Rs 75 lakhs from Dhrangadhra Chemical 
Works, whose Chairman is Mr Shriyans 
Prasad Jain. It will be affiliated to the^ 
Bombay University and conduct a two- 
year regular course and a thrcc-ycar 
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vm ieadiiig to a Mbiter^s 

degree in Business Administration. 

V It might seem churlish to pick holes 
in a venture which has yet to get off 
ground. But one may well question the 
necessity for a new management institute 
under the aegis of the Bombay Uni¬ 
versity, since a leading institute already 
exists in the shape of the Bajaj Institute 
of Management. This institute, inciden¬ 
tally has neither a campus of its own nor 
a full complement of permanent faculty. 
The resources committed to the new insti- 
|tutc, it may be noted, amount to just 
' Rs two crores, a paltry sum, considering 
that the recurring expenditure alone of 
the prestigious Indian Institutes of 
Management is in the region of Rs one 
crorc. 

One wondeis whether it would not 
have been more desiri blc to augment the 


T. T. Vijayaraghavan writes 
p from Bombay 


facilities at the existing institute, instead 
of spreading resources thinly over an 
entirely new one. The Bhavan's insti¬ 
tute, wc arc told, will have 500 to 600 
students. This must be contrasted with 
the IlM average of 120 students and 
the Bajaj strength of around 50 students. 
When one matches the resource commit¬ 
ment with the proposed strength, one 
cannot help feeling sceptical about the 
kind of facilities likely to be available 
Idnd, consequently, the quality of the 
bourses and the demand for the insti¬ 
tute’s products. 

It is also worth noting in parentheses 
that in the eyes of the student com¬ 
munity, the worth of an MBA depends 
strictly on the institute’s ability to place 
its products in the leading private sector 
firms. At present, the IIMs arc just 
about able to place their hundred odd 
products, but few other institutes can 
claim the same success. One wonders 
where the demand for the Bhavah^s 
htistitute's 600 products is going to 
come from. The surest way of de¬ 
valuing an MBA is to have too large 
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a stodent strength. It can, of course, 
be argued that there exists a large, un¬ 
filled demand for profbssional managers 
in the public sector companies and the 
numerous development agencies. The 
stark fact, however, is that given the pre¬ 
sent rewards and incentives, these jobs 
Jack the attraction of a job with the 
private sector. In management education 
particularly, there is today a tremendous 
amount of mismatch between the as¬ 
pirations of students and the needs of 
the country. The remedy for this cer¬ 
tainly does not lie in a proliferation of 
management institutes. 

At the function, one heard the usual 
tiresome platitudes about the inappli¬ 
cability of western techniques of manage¬ 
ment and the necessity to give an **Jndian 
orientation” to management. What this 
“Indian orientation” ought to be is 
something nobody has cared to spell 
out in detail, although it is a catch phrase 
that is repeated purrot-like in any dis¬ 
cussion of professional management. 
Much of the body of professional 
management consists of quantitative tech¬ 
niques with universal applicability. At 
the same time, there are elements, 
especially in perstnnel management and 
organisational structure, which are cul¬ 
ture specific and where it may be possible 
to evolve methods appropriate to the 
Indian milieu. This is an important 
task, but certainly not one that deserves 
to be invested with the kind of esoteric 




value 

management suggests. ^ 

We have our totems in education aa, 
every other sphere of activity. An4 
totem to which ritualistic obeissanoe 
unfailingly paid these days is pro! 
sional management. The importance 
professional management cannot ^ 
questioned. But the spread of profe# 
sioral management calls for far mort 
than an increase in institutes of managa< 
ment or even a willingness on the pAn 
of industry to employ MBAs. WhAI 
is really important is a transformation oi 
attitudes in Government and industry* 
This implies recognition of the 
portance of the managerial function, j 
greater willingness to entrust decisio^ 
making to professional managers and^ 
this holds especially for Government^ 
the evolution of a system of rewards thatai 
reflects the importance of the managerial 
function. There is urgent need to chang^f 
the flow of MBAs almost exclusively! 
towards the private sector and divertj 
it to areas where managerial skills are 
most vitally needed -the public sectoel 
complexes and the development agencie$][| 
What we are witnessing today is a sag 
caricature of management education, with 
a few elite institutions turning out pro,, 
ducts who gravitate towards the privatq 
sector, often with unsatisfactory results, 
for both employer and employee, and a 
larger number of institutions whose degree 
is not worth the paper it is printed oiLf’' 
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Reagan Space Shuttle Shak)^ 


V. Balasubramanian 


Tmi SPACB*8huttle Columbia was able to 
rid itself of bugs in its computer system 
before it took off. The Reagan economic 
programme has had no such luck. After a 
misleadingly trouble-free launching the 
f President’s package of tax cuts and spend¬ 
ing cuts is being tossed and thrown about 
in its orbital flight. In what shape it will 
eventually touch down is anybody’s guess. 

Reagan has manfully tried to scuttle 
the Democrat kite-flying that he may 
eventually be talked into a compromise 
on his three-year tax cut plan which is 
meejting with strong resistance in Congress 
as a high-risk gamble on the adminis¬ 
tration’s projections of more growth, 
less inflation and smaller federal deb¬ 
its as the early fruits of its effort to 
turn around the economy. He has dec¬ 
lared that he stands b> his tax cut policy 
to the very last cent as he regards it as 
the vital underpinning of his recovery 
project. His political foes, however, do 
not seem to be overwhelmed by this show 
of resoluteness. They argue that, despite 
the brave words of the President, the ad¬ 
ministration is beginning to run scared. 

Power of Voto 

They may not be wrong. Vice-Presi¬ 
dent Bush has thought it necessary to 
^back his exhortation to Congress not to 
^mpdr with the economic package with a 
hint that the President may use his power 
of veto in the event of Congress rewriting 
his plan. Democrat Congressmen have 
already been protesting against what they 
describe as the administration’s high-pres¬ 
sure tactics of bearing down on the legis¬ 
lature simply because it seeks to discharge 
its constitutional responsibility of subject¬ 
ing the President’s proposals to scrutiny 

Some days ago, when Stockman, Direc¬ 
tor of the Office of Management and 
^Budget, had hinted much less blatantly 
Bush has since done at the possibi¬ 
lity of a presidential veto as the adtniois- 
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tration’s weapon of last resort, there was 
a feeling even in the White House that he 
had spoken out of turn. Reagan aides 
were soon busying themselves in smooth- 
ening ruffled congressional feathers by 
offering the not very original explana¬ 
tion that Stockman was stating his per¬ 
sonal opinion and not the official position 
of the administration. If, in spite of all 
this, the Vice-President has been driven to 
utter the very nearly unspeakable at this 
delicate point in the fortunes of the Presi¬ 
dent’s economic programme, a reasonable 
inference is that the bloom has gone off 
the initial confidence and conviction of 


Small Talks from 
Washington 


the Republicans that their landslide victory 
at the polls last November, which enabled 
their candidate for the White House to 
wipe the floor with the incumbent and 
gave them control of the Senate while cut¬ 
ting down the Democrat majority in the 
House of Representatives, had also given 
them irresistible political mileage for the 
entire duration of the Reagan presidency. 

In retrospect the President's acclaimed 
salesmanship may be seen as having 
blundered at the political level and also 
on the plane of budget strategy. Reagan, 
clearly, had started by underestimating 
the Democratic Party’s reserves for con¬ 
valescence and recuperation. Possibly 
bemused by his own rheotric he had too 
readily concluded that the Democrat plat¬ 
form had suffered total national repudia¬ 
tion and that it would take long for it to. 
regain credibility of any degree. Doing 
his sums in this manner he thought it 
perfectly safe to challenge the Demo¬ 
crats, as he did in his economic message 
to the Congress on February 18, to pro* 
duce if they could a better programme 
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than his. But he was reckoning withol^ 
the old pros in the leadership of a 
which, ^ter all, has had more than iG 
share in laying down the law for tbi 
governance of the country. They havi 
done exactly what he had dared them Cii 
do. They have come up with a Demo 
cratic alternative to his economic passag 
which seems to stand a fair chance 0 
rallying the conservatives in their ranlb 
and what is perhaps tactically even mof) 
important for their cause persuading moiSil 
than a few Republicans that the Pred 
dent’s package could be improved on ani 
that some of the tricks may well be foiuidl 
in the Democratic bag. j 

i 

Dramatising the Deficit 

In selling his economic package to thij 
Congress, again, the President erre^ 
in dramatising the elimination of tlN| 
federal deficit by 1984 as the imperattvsq 
of his economic policy. His invectiveij 
against the spending juggernaut has i»q| 
doubt been music in the ears of Cons^ 
vatives on both sides of the politic^ 
fence, but Reagan’s present problem il 
that they have taken him more serious^ 
than is comfortable for him and are non 
testing the economic projections of hii 
programme on the touchstone of balanpi* 
ing the budget. Here the Democrats have 
been given a hefty helping hand by the 
House Budget Committee which has dom 
the spending and tax cut arithmetic in a 
way different from that of the administi^ 
tion’s Office of Management and Budget 

Holding down that the Stockman tean 
has underestimated likely inflation raM 
while over-estimating savings from ih 
spending cuts, this Committee has revise^ 
for the 1982 fiscal the Reagan estimatesiij 
pushing the outlays from S695.3 billion ra 
S717.B billion and the deficit from I4q 
billion to $50.4 billion, even after allows 
ing for an increase in revenues froifli 
S650.3 billion to $667.4 billion. The 
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atioiiis atten^tiiig to wia the 
mt by charging the House Budget 
littee with ignoring altogether the 
npact which the Reagan economic pack- 
to, if accepted in its entirety, is bound 
I have in cutting down inflationary ex- 
ations in the economy and boosting 
This contention could succeed 
r if those whom it seeks to convert 
»a faith in supplyside economics of 
I abundance which even many conser- 
ative Republicans may not be able to 
non to the aid of the party in Con- 
l^is. 

If Iti fact it i$ just because, in the Republi- 
J;Ail-controlled Senate, the defection of three 
Jjikepublicans on the Budget Committee led 
the turning down by a vote of 12 to 
silght the administration's targets of spend- 
llbg cuts and tax cuts for fiscal 1982 that 
like Democrats have been able to seize from 
s Republicans the initiative in budget¬ 
aking in a surprising turn of events. 

»immediate political result is that the 
administration is now on the 
fensive to an extent that has made it 
cssary for it to talk of a presidential 
^ and of the President appealing to the 
ople over the head of the Democrat 
atruction in Congress. 

Alternativa Plan 

On merits, however, the Democrats' 
sate plan for the economy does seem 
deserve serious thought being given to 
l^me at least of its assumptions or pro- 
jposals. The demand that the administra- 
l^fon should jettison its three-year pro- 
ome for a thirty per cent cut in income 
; is plainly unacceptable to the Reagan 
somic philosophy and it is therefore 
j to be expected that the President will 
||k any circumstances go along with a tax 
||^t plan presently restricted to fiscal, 

! |M2. It should not be impossible, how- 
1 ' i^er, for his advisers to look at Democta- 
• & suggestions for improving the quality 
\it tax reliefs or incentives. For instance, 
)!f|part from advocating more weightage 
slicing given to benefits for the lower 
income groups in the across-the-board 
; :,ikx cut proposed by the administration. 
Democrats are asking for more fiscal 

E for savings and investment. They 
for instance, for more liberal 
on for interest income, reduction 


in (Ke stte of'tnjog l iwj i 'iwtm 'fSi tad' 
the lowering of the mafjginil rate of taxa¬ 
tion of uneamed income, such as receipts 
of interest and dividends, from the pre¬ 
sent 70 per cent to 50 per cent. 

On the spending side, the Democrat 
alternate asks for some savings in alloca¬ 
tions for defence to pay for a reduction 
in the cuts in welfare spending or social 


oiniiyB wini 
hts ditmpkHitd. Above 
political move, the Denmerats are mak¬ 
ing thdr figures speak in fiivour of a more 
effective programme of defidt-pruningthan 
the President has pn^sed and are in fimt 
promising a balanced budget for 1983, a 
year ahead of the Reagan target date. 
While it is by no means certain that they 


IMF to Borrow from 5. Arabia 

Given below are the details of the borrowing agreement between ihe 
IMF and the Saudi Arabian Monetary Agency {SAMA). Under the agree- 
ment the IMF is to borrow Id billion in the first two years. 

Amoonts: SAM A will make a lending commitment to the Fund of 
SDR 4 billion in the first year of the agreement and a further SDR 4 
billion in the second year. The Saudi Arabian authorities have also indicat¬ 
ed their intention to enter into a further commitment for the third year if 
their balance of payments and reserve position so permits. Drawings under 
these borrowing arrangements will be able to continue during a commitment 
period of six years each call being subject to a notice period of 90 days. The 
Fund will undertake to draw down at least SDR 1 billion in the first year, 
and not more than SDR 4 billion in any one year (without the further agree¬ 
ment of SAM A), The loans will be denominated in SDRs, 

Interest: Interest will be payable semi-annually, on the basis of the 
weighted average rate of five-year government securities in each of the com¬ 
ponent currencies of the SDR, 

R^yment: Each loan will be repayable in four equal annual instal¬ 
ments, beginning at the end of the fourth year and ending after seven years, 
which gives an average length of five years and a half. The Fund may repay 
the loan or instalment in advance of maturity on any interest payment date, 
subject to 60 days* notice to SAM A, SAM A will be able to obtain phased 
repayment of outstanding loans and!or a suspension of calls by the Fund on 
the basis of a representation that this is needed for balance of payments and 
reserve reasons. 

Other Matters: The borrowing arrangement with SAM A will have 
some of the technical characteristics of ^'market oriented'* financing 
arrangements. Thus, the claims of SAM A will be transferable to any mem¬ 
ber or prescribed holder of SDRs, and SAM A will be able to obtain, at its 
request bearer notes: these notes will be transferable to other parties, official 
or private. 

Similarly, the agreement will include certain types of clauses that are 
normal in connection with marketable claims, such as provisions under which 
the Fund will extend to SAM A security given to any other lenders for the pro¬ 
tection of their claims, and a provision under which the indebtedness to SAM A 
will rank pari passu with all other unsecured debts incurred by the Fund. 

Disputes under the borrowing agreement with SAMA will be settled by 
mutual agreement and, failing such agreement, by international arbitration. 
Disputes under the bearer notes, if the bearer note option is taken by SAMA 
will be subject to adjudication in an appropriate national judicial'^ system 
and, for this purpose only, the Fund will waive its immunity with respect to 
jurisdiction and execution. 


T 




tbejrti^ oerdliiity fight hard, with their 
eyeicmthe 1982 cpagressional elections. 
After the ddiade of November 1981, th^ 
need to re*build the party image—and 
“me-tooism” is clearly not the way of 
doing it. , 


US Export Growth 
Declines 


Although US exports in 1980 were up 
a substantial 21 per cent from 1979, a 
look at seasonally adjusted quarterly data 
indicates that the pace of this growth 
declined steadily over the course of the 
year. The slowdown is partly related to 
the deteriorating competitive position of 
US exporters—'for example, since the 
fourth quarter of 1979 the average price 
of German exports in terms of dollars has 
fallen more than 20 per cent relative to 
USeiqport prices—^but the most important 
reason for the decline has been the wor¬ 
sened economic performance of the United 
States’major trading partners, particu¬ 
larly in Europe. 

During the period of very strong 
growth of US exports-first-quarter 1978 
to second-quarter 1980— most of the 
European economies were growing rapid¬ 
ly. In that period, US exports to Europe 
increased at an annual average rate of 
more than 40 per cent, and the US'share 
of total exports from the industrialised 
countries climbed from 16.9 per cent to 
18.13 per cent, a significant advance. Since 
the second quarter of last year, however, 
US exports to Europe have plummeted, 
with fourth-quarter 1980 figures some 11 
percent below the second-quarter 1980 
level. 


^ 1980 

ed 2.5 per cent from i^'quarter (198(9 
levcb, and the outlook for the first half 
of 1981 is for further decline. 

In these circumstances, even though ex¬ 
ports to the rest of the world have held 
up reasonably well, the rate of expansion 
of total US exports since mid-1980 has 
fallen sharply from the levels of the early- 
1978 to mid-1980 boom period to about 
8 per cent-9 per cent on a seasonally ad¬ 
justed annual-rate basis. Even so, given 
the generalised slowdown in world trade, 
this growth has been sufScient to keep 
the US share of exports from the indus¬ 
trialised countries relatively stable. Given 
the current outlook for the performance 
of the world economy, it seems likely that 
US exports will grow at about their 
present subdued pace at least until sum¬ 
mer, with some acceleration likely later 
in the year as inventories are rebuilt 
abroad. The key uncertainty remains 
the timing of economic recovery in 
Europe, and not the strength of the 
dollar. 

Source : International Finance. 


Supper for the Soviets 


Thefialloff in US exports to Europe 
ocuacided with the slump in Europoan 
economic activity beginning in the second 
quarter of last year. After a strong per- 
formanoe in the first quarter of 1980, the 
European economy moved abruptly into 
a recession that now appears likely to 
exceed in magnitude the downturn of 
1974-75, which followed the first OPEC 
price shock. Real output of the European 
Bconomic Community economies in the 


Diplomacy, according to Mr Henry 
Kissinger, is not merely lying for the 
good of your country; it consists of 
other things as well, including trade 
with your adversary. Mr Reagan’s 
decision to lift the embargo on grain 
exports to the Soviet Union falls in 
this category. What convoluted cal¬ 
culations have gone into this decision 
is hard to say but the possible effects 
arc not difficult to discern? First, with 
the huge commitment already made to 
China, the resumption of grain sales to 
the Soviets will push up wheat prices 
which have tended to be low in the inter¬ 
national market. Second, it will give 
a small shot in the arm to shipping^. 

But what is sauce for the goose is 
not always sauce for the gander, which 
is why the French are getting quite 
exercised. France is pushing the EEC to 
relax its partial embargo on grain sales 
to Russia because it needs to get rid of 


CbnrfB Sulei to 


(Million 



July 1979 
to 

June 1980 


United States 

15.1 

3.8 

Canada 

3.4 

4.3 ■;! 

Australia 

4.0 

1.5 '>1 

EEC 

0.9 

0.4 J 

Argentina 

5.1 

2.7 :'i 

Others 

1.9 

2.1 '-1 




Total 

30.4 

14.8'| 


600,000 tonnes of wheat. A sini 
untimely moment, decided the EEC coil 
mission, and swept the issue to 
side. 

The French maintain that the 
has been rather better at keeping || 
embargo promises than most of Amcrici 
other allies, but that it must now |j| 
rid of a big surplus of wheat (mortj 
in French barns) left over from last ycg|| 
record harvest. 

What really exercises the Frencfc'l 
the long-held suspicion that everyw 
including Australia which too will , III 
to the Russians, is breaking the embalj 
except the EEC. Much of Russia’s gi:| 
shortfall has been made up by Argentl 
(which refused to join the ban): Eti| 
peans suspect that American tra|^ 
have used Argentina as a staging p3 
for Russia. 


Agricultural Product^ 
in Pakistan 


The wHEAi' fields have ripened 
Pakistan. On the whole, the perfon 
of the major crops has been satisfa 
In an agrarian system in which hi| 
production still depends on an ino^ 
in the cultivated area and the per i 
yield continues to be rather low, ibit ' 
cellent performance of cotton, sugnrq 
and maize should have been partly at 
expense of paddy. The 4.8 per cent i 
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i rke produi^on ivfts to 

I contraction in paddy acreage. 

' This year sugar mills are still in the 
ashing season and are expected to conti- 
»crushing up to May, at least in Sind. 
i mills in the NWFP will restart ftinc- 
Jloning when the beet crop matures in the 
and half of May. Sugar is already 
ag in the open market, besides being 
ributed through ration shops. The 
sted production of sugar is above 
Ight lakh tonnes. 


Cotton Production 

[The cotton crop of 1980-81 was esti- 
ated last month by the Government to 
iSp a little more than 4.20 million bales, 
slightly higher than the 1979-80 figure. 
^Unofficially, however, it is estimated to 
4.6 million bales. The cotton pro- 
tion target for 1981-82, fixed by 
jstan Central Cotton Committee to- 
Is the end of last January, was over 
|.15 million bales (2.9 million for Sind), 
t small quantities grown in the NWFP 
I eastern part of Baluchistan have not 
en included in it. According to official 
rmation, the area under cotton has 
eded the target by 6.5 per cent in 
1-81. 

I The production of rice has fallen in 
980-81 by 4.8 per cent, according to the 
|vised second estimate released by the 
ministry of Food and Agriculture. The 
|wn area stood at 1,912,100 hectares, 
pch was five per cent lower than that of 
|e previous year when the final estimate 
jood at 2,034,500 hectares (one hectare 
I, equal to 2.4710 acres). 

|The 1980-81 production is estimated at 

E OO tonnes as against the preceding 
inal estimate of 3,215,800 tonnes, 
er, the fall relates only to the 
|qjab province. As for the other pro- 
there were varying increases. The 
|WFP raised its rice production by a 
jrprisingly good margin of 2.6 per cent 
[:.er last year. Baluchistan’s went up by 
j per cent, while Sind’s increase was 
|minal at 0.1 per cent. Favourable 
|matic conditions, particularly at the 
^ing time, were a major factor in the 
) ill paddy production in Sind and the 
FP. 

lowever, a nwg^iial shortfall in rice 
KN 'aoOMOMpr. 


I «<NlI^ not toil liW' '.iM&il': 
ia iii exportable surplus becam, abccwd* 


ing to the latest ofiicial sources of infor¬ 
mation, the Government procurement 
drive had proceeded apace normally and 
was facing no difficulty whatsoever, parti¬ 
cularly in the Punjab. According to the 
Puqjab Provincial Food Department, 
286,000 tonnes of basmati rice had been 
procured and handed over to the Rice 
Export Corporation by March 6. 
Roughly by the same date 636,000 
tonnes of basmati paddy had been regis¬ 
tered by the mills and factories and autho¬ 
rised, dealers. (It may be recalled that 
the offtake of rice from paddy is 50 per 
cent.) Additionally, IRRI paddy had 
been procured to the extent of 144,000 
tonnes for husking by the first week of 
March. IRRI’s procurement target, 
which had been fixed at 100,000 tonnes, 
may not be realised in full (the actual 
procurement had come up to 60,000 
tonnes by March 6). The shortfall is 
attributed to the shorter size of lRRl-6 in 
the Punjab. 


Important Crop 

In wheat, which is obviously the most 
important food crop, the concentrated 
efforts made by all concerned and good 
preparations made by the farmers and 
the provincial Departments of Agriculture 
have yielded good results. The 1980-81 
trend of increase in production promising 
self-sufficienty has continued in 1980-81. 

Actual Wheat Production ; Rabi 
1977.78^1gg0-81 


1977-78 

8.37 million tons 

1978-79 

9.944 million tons 

1979-80 

10.8 million tons 


(the target fixed earlier was 


10.4 m.t.) 

1980-81 

11.34 million tons 


(target) 


According to a review conducted by 
the Punjab Agriculture Department, 
wheat had been sown in the province in 
more than 1,23,77,000 acres in 1980-81 
Rabi season—that was 77,000 acres more 
than the target of 1.23 acres fixed earlier. 
In terms of hectare, the Puqjab wheat 
crop area is estimated to be 49,58,100 
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heifitiM hgabat Hit 49,Sl,tM)6 hMmm 

1979-80, an increase of 0.13 im ceut. 
Further heavy but well-distributed tains \ 
in winter occurred in several districts, 
which have proved beneficial to (he crop 
and no significant damage (except to 
50,000 acres) was done to the crop by 
March rains and hailstorm. The provin¬ 
cial production target of 8.31 million tons 
was almost sure to be teachcd. 

EstimatM for Sind 

In Sind also the area under vriieat is. 
estimated to have increased from 10,26,500 
hectares in 1979-80 to 10,26,700 hectares 
in 1980-81. The crop area in the NWFP 
is 746,000 hectares in 1980-81, as against 
7,45,400 hectares last year. The increase in 
the crop area in the NWFP was due to 
the diversion of gram areas to wheat, 

In Baluchistan the area under the wheat 
crop is estimated to be 1,89,800 hectares, 
which reflects a rise of 0.90 per cent 
over last year’s 1,88,100 hectares. 

In Sind the March rains damage to the 
wheat crop remained restricted to the 
Nawabshah district. The Federal Review 
Committee is of the view that the overall 
position of the wheat crop is satisfactory 
and that the 1980-81 target of 11.34 mil¬ 
lion tons will be achieved. 

Pulses.(Dais) occupy a very important 
element in food, particularly of the com¬ 
mon man in both the rural and the urban 
areas. In some sections of the people it 
is even considered a substitute for meat. 
Gram forms 73 per cent of the total pro¬ 
duction of all pulses. Its area under 
cultivation has now increased after a big 
fall in 1979-80. Masoor production 
appears to have fallen in the Punjab and 
the NWFP but has risen in Sind and 
Baluchistan. The Government of Sind 
has prepared a comprehensive plan to 
increase the production of all pulses. 
Mash, Moong, Arhar, etc in Kbarsf and 
Gram, Matter, etc in Rabi. 

Food prices form the most important 
factor in the cost of living. The index 
numbers of wholesale prices of food pom- 
piled by the Central Statistical Office 
show increases from year to year (Inly- 
June): 1975-76 241.32; 1976-77^ 268.58; 
1977-78 290.29; 1978-79 302.05; and in 
1979-80 316.51. 

Soorce: Dam Overseas 
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Criteria for Assessing 

Public Sector 

Th# author has givan a fiva-yaar proflla of tha public sactor antarpris 
undar tha Cantral Govarnmant based on tha raports of tha Buraau of 
Public Entarprisas. As a summary of thasa raports ara not 
availabla for tha last two yaars, tha author has cullad tha 
raquirad Information from tha Economic Survey of 1980*81. 

Tha rapid expansion of tha public sactor appears to have caught 
tha Govarnmant unawares and various managerial cadres have 
remained unfilled. Thera Is inadequacy In marketing effort. Evan 
tha bast of public sactor entarprisas according to him has not 
bean good enough from tha point of view of commercial practices. 


Since the establishment of the Bureau 
of Public Enterprises as an adjunct of 
the Union Ministry of Finance, the 
information network concerning public 
enterprises under the control of the 
Central Government has vastly improved. 
It will be recalled that starting on a 
^modest scale in the early Sixties in which 
the annual reports of the Bureau con¬ 
tained operational details and account¬ 
ing information related to a few of the 
public enterprises in operation at that 
time, in recent years the reports have 
gathered a good deal of dimension in 
size and content. During the last several 
years, the annual reports have been a 
three-part exercise containing all kinds 
of operational, financial and physical 
information about public sector enter¬ 
prises under the control of the Central 
Government which help one to get a 
I fair idea as to how these enterprises are 
running year after year. 

The annual report of the Bureau 
covers mainly Government companies 
and some public corporations classified 
in industry or activity groups, individual 
enterprises under each group and aggre¬ 
gate operational details of the public 
sector, providing a perspective of public 
sector performance as a whole. The 
inter-group, inter-enterprise comparisons, 
possible on the basis of the information 
providedin the report, throw up pointers 
• for managerial action which goes abegging 
most of the time. Indeed, it is not too 
much to stress that if the kind of infor¬ 


mation now available for Central Govern¬ 
ment enterprises could also be made 
available in respect of State Govern¬ 
ment enterprises, public sector perfor¬ 
mance would have improved significantly. 
That this is a real issue has been proved 
by the fact that some States have already 
established such bureaux, for instance, 
Uttar Pradesh. Lack of information 
largely comes in the way of making 
suitable assessments of the requirements 
of the sector towards improved perfor¬ 
mance, both with respect to the objec¬ 
tives that it is supposed to fulfil 
and the resources that are required to 
be deployed for this purpose. 

The five -year profile of public enter¬ 
prises given below shows particulars of 
performance of public enterprises under 
the control of the Central Government 
for the period from 1975-76 to 1979-80. 
This profile, incidentally, was being given 
earlier in the press summary of the annual 
report of the Bureau of Public Enter¬ 
prises. While the press summary for 
the last two years has not presented 
these details, the Economic survey- 
1980-81 has filled in the gap, in that the 
five-year profile has been included in 
the survey for 19SC-81 presenting some 
details since 1969-70 as available in the 
press summary. The profile, therefore, 
comes in a series and the information 
provided can be useful subject to time 
series analysis. 

According to the available informa¬ 
tion, the number of running entcr- 


Paresnath Chaitopadhyay 

Performance 

* 

prises in the public sector under tiu 
control of the Central Governmen 
has increased from 121 in 1975-7^ 
to 169 in 1979-80. However, there ^ 
several enterprises which have been est|t9 
lished but have not yet started coifia 
mercial production. For instance, thj 
total number of enterprises in the centri 
public sector was 176 in 1978-79 ain 
186 in 1979-80. The growth in tli 
number of enterprises since 1950-51 hg 
been several-fold indeed. Starting wit 
five enteiprises on April 1, 1951, the null 
ber rose to 21 on April 1, 1956, 48 ot 
April 1, 1961, 74 on April 1, 1966, il 
on April 1,1969 and 122 on April 1,197^ 
Investment has also increased correg 
pondingly from a paltry Rs 29 crores ^ 
April I, 1951 to Rs 953 crores on Apr| 
1, 1961, then to Rs 2415 crores qj 

April 1, 1966 and Rs 3902 crores d 
April I, 1969. Investment touched 
high figure of Rs 6237 crores on Apri 
1, 1974 to jump by more than 2.5 tima 
to Rs 15602 crores on April 1, 1979 aiM 
then again to Rs 18225 crores on Apri 
1 , 1980 . ; 

Mushroom Growth | 

Before going over to the other aspeci 
of performance, it is necessary to undei 
line that elements of mushroom growt 
in the public sectory have also bee 
noticeable, particularly with referenced 
the availability and effective deploymci 
of managerial pciscnncl. The rapidj^ 
of expansion in the public sector appea! 
to have caught the Government tii 
awarcs while the preparatoi ics have 
mained inadequate all along the liiii 
Apart from the fact that there exists - 
managerial optimum above which j 
below which management becomes h 
effective, different important cadres : 
these enterprises could not be filled t 
for years together. The number t 
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Ending, this problem has grown more 
more acute over time. In the assess- 
llent of performance, this is an important 
^ea, particularly because the inefficiency 
the stage of gestation appears to have 
^ded significantly to the capital cost of 
tse enterprises, thus remaining in- 
^gined in public sector capital structure, 
itfaened gestation period has played 
, with cost of capacity installed, gain- 
employment provided and objectives 
^hind their conception fulfilled. Tn a 
^iirry, the public sector has admitted of 
^Werent structural inadequacies which 
.9i$o appear to have been permanent in 
Ibeir nature and impact. 

4 ^' 

iai, Major DifRculty 

Capital employed has also grown by 
^Smost hundred per cent from Rs 8,824 
tores in 1975-76 to Rs 16,354 crores in 
$79-80. Turnover has also increased 
ificantly by almost hundred per cent 
.^‘ing the period, from Rs 11,688 crores 
1975-76 to Rs 23,124 crores in 1979-80. 

taking these two facets of public 
:erprise performance, one may under- 
le that a major difficulty coming in 
way of better performance of the 
letor has been the sluggish rate of 
►wth of turnover in relation to capital 
loyed. It is clear, both capital em- 
5; 5oyed and turnover have increased in 
5?icir own momentum. This is partly 
lilcplained by the characteristic features 
5;ff some of the large-scale public sector 
Ijitcrpriscs which belong to the capital 
Intensive, long gestation, technologically 
j^histicated category like, for instance, 
i&i and steel, fertilizers and heavy che- 
I teals. However, it is also true to 
j<%4iasisc in this contoit that inadequacy 
j;?OTarketing effort has remained as a 
on public sector performance in 
Iveral ways. 

^irst, of all, the usual governmental 
Woach to the question of sales has 
iclt a sluggishness in the growth of 
rnover which is somewhat out of tune 

£ commercial opperations. Second, 
ominance of the concept of selling 
\htT than marketing has made market- 
!; management a rather weak area in 
>st public sector enterprises. Third, 
Klcrn marketing management makes 
iscious attempt to reach out to the 


Ctttft^er aedcing to latisfy Ids neotf 
throitgh adoption of sensitive and con¬ 
sistent policies with reference to both 
market-mix and marketing-mix as against 
product-mix and production-mix. The 
requirements of the public sector should 
be examined with reference to marketing 
management approaches particularly in 
view of the fact that growth in turnover 
appears to have held the key to better 
performance of the public sector enter¬ 
prises. 

Not that the other functional manage¬ 
ment areas are any better. In fact, 
there arc several public sector enter¬ 
prises, notably fertilizer units, in which 
since 1969-70 a good deal of marketing 
effort was organised and a high magnitude 
to promotional expenditure was incurred. 
Demands increased. Markets were creat¬ 
ed. However, at the required moment 
products were not available. The result 
was that the farmers became disillusioned 
with the promoters of fertilizer markets 
and either diverted their attention to 
other suppliers in the private sector or 
other varieties of fertilizers. The 
market-production interface, therefore, 
should be underscored with reference to 
the assessment of performance. 


Export Effort 

Similarly, the export marketing effort 
organised by the erstwhile Hindustan 
Steel Limited involved huge amounts 
spent for market exploration abroad. 
For some years, impressive export per¬ 
formance by the company was recorded. 
However, the whole edifice of good work 
crumbled because of rising interna] de¬ 
mand of steel and diversion of exportable 
quantities of steel produced to meet the 
requirements of internal consumers. 
Capacity expansion, higher production, 
higher sales coupled with sensitive mana¬ 
gement policies should take account of 
demand not only today but also in the 
foreseeable future. Here again. Govern¬ 
ment appeared myopic, while the enter¬ 
prises suffered in spite of the spadework 
done by them earlier. 

The relationship between turnover and 
capital employed is interesting. In the 
public sector enterprises, the ratio of 
turnover to capital employed was 1.32 
in 1975-76, 1.37 in 1976-77,1.49 in 1977- 


The best year with reference (o this 
ratio was 1977-78 when it was L49. < 
However, that even the best in the public 
sector is not good enough from tlte point 
of view of commercial practices will 
be apparent when it is considered that 
at least 1:2.5, if not more, is the norm 
of turnover to capita] employed ratio. 

Hidden Reality 

This aggregate, in fact, does not speak 
enough of the industry typicalities in 
the public sector. Being an aggregate 
of both capita] intensive and labour in¬ 
tensive units, the ratio hides the reality 
as regards industries like iron and steel, 
fertilizers, etc., separate figures for which 
arc available in the annual reports of 
the Bureau of Public Enterprises which 
show a preponderance of capital em¬ 
ployed and investment vis-a-vis turn¬ 
over, the relationship being just the 
reverse. Unless improvements arc caused 
in this area, the commercial aspects of 
their operations are not likely to im¬ 
prove. One has to concede in this 
regard the existence of different techno¬ 
logies calling for different cost structures 
per tonne cf capacity, the cost varying 
with technological sophistication. 

However, the improvement in turn¬ 
over position as seen in turnover to 
capital employed ratio is corroborated 
by the turnover to employment ratio in 
terms of turnover per head. From 
Rs 77,661.13 in 1975-76, turnover per 
head rose to Rs 110,061.05 in 1977-78, 
Rs 111,926.01 in 1978-79 and Rs 131760.68 
in 1979-80. One encouraging feature 
noticed is that while employment 
has increased only marginally from 
15.05 lakhs to 17.55 lakhs as bet¬ 
ween 1975-76 and 1979-80, turnover in¬ 
creased from Rs IJ 688 crores to Rs 23124 
crores during the period. All this has 
underlined that per head capital em¬ 
ployed and turnover has increased, sug¬ 
gesting improvement in productivity and 
in economic utilisation of manpower. 
In discerning turnover movements, how¬ 
ever, it is necessary to recognise an im¬ 
portant factor. Though in terms of 
money values turnover may have shown 
an increase, in quantitative terms even 
the contrary was possible if one took 
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into view the rise in prices that took 
place during the period. While the 
money values of turnover have increased 
by about hundred per cent during the 
period, one cannot say that there has 
occurred a doubling of turnover in phy¬ 
sical terms. 

The internal resources generated 
by public sector enterprises have 
also recorded almost a hundred 
per cent increase during the five years 
in view, from Rs 526 crores to Rs 1034 
crores as between 1975-76 and 1979-80. 
The generation of internal resources has 
been a highly significant factor in some 
enterprises in the public sector, but not 
in all cases. In organizations like 
Hindustan Machine Tools, internal re¬ 
sources generated by the company helped 
its expansion programmes in terms of 
both new plants and new products. 
However, the generation of such internal 
resources is highly constrained in the 
cases of several enterprises by the 
absence of profit, managerial policies 
pursued, typicalities of operations, 
markets attacked and the other objectives 
that such internal lesouiccsarc supposed 
to satisfy. 

Accrual System 

It is, however, possible that the accoun¬ 
ting policies and practices show internal 
resources by way of both accumulated 
charges against profit in the profit 
and loss account and of appropriation 
of such profit to difTerent heads. These 
may not always be real while demands 
thereon arc continuously made by several 
external or even internal forces. Under 
the accrual system of accounting, i t may be 
underscored here, the methods of valua¬ 
tion of assets such as stock and work 
in progress can change the face of pro¬ 
fitability of an enterprise materially. 
And all this may be in the face of an 
acute scarcity of liquid cash driving the 
enterprise to seek funds, in the face of 
an apparent flourish, at a high cost for 
meeting short term requirements, in the 
process eating away all the profit shown 
in the accounts. Several enterprises in 
the public sector have had this kind of 
experience but in a year’s assessment 
of performance all this is not adequately 
reflected. In assessing public sector per-* 



formance on the basis of figures men- has shown an impressive increase fro 
tioned in the profile, this aspect of their Rs 668 cforcs in 1975-76 to Rs 
financial raani^gement should also be crores in 1979-80. In between, in 197W 
taken into view. there was a drop in gross profit figui^ 

Gross profit before interest and tax from Rs 1028 crores in 1976-77 ^ 


Five-Year Profile of Public Enterprises 



Unit 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

Number of 
running public 
enterprises 

Numbers 

121 

149 

155 

J59 

169 

Capital em¬ 
ployed 

Rs crore 

8824 

10887 

12130 

13969 

16354 

Turnover 

Gross profit 
before interest 

Rs crore 

11688 

14911 

18028 

19061 

23124 : 

and lax 

Rs crore 

668 

1028 

915 

1071 

1264 

Net profit 
before tax 

Rs crore 

306 

421 

160 

185 

227 

Net profit 
after lax 

Rs crore 

129 

184 

—91 

—40 

- 74 . 

Internal re- 







sources gene¬ 
rated 

Rs crore 

526 

719 

708 

906 

1034 

Return on 
capital em¬ 
ployed 

Return on 

Per cent 

7.6 

9.4 

7.5 

7.7 

7.6 ’ 

paid-up capilal Per cent 

2.9 

3.5 


— 


Employment 
Capilal cm- 

Lakhs 

15.05 

15.75 

16.38 

17.03 

17.55- 

ployed per 
unit 

Capilal cm- 

Rs crore 

72.93 

73.07 

78.26 

87.86 

96.77' 

ployed per 
head of em¬ 
ployment 

Rs 

58631.23 

69123.81 

74053.72 

82025.84 

93185.19 

Capital cm- 






V 

ployed/internal 






resources 

Times 

16.78 

15.14 

17.13 

15.42 

15.82; 

Turnovcr/capi- 






. ■ K 

tal employed 
Turnover/em- 

Times 

1.32 

1.37 

1.49 

1.36 

1.411 
131760.61^ 

ployment 

Rs 

77661.13 

94673.02 

110061.05 

111926.01 

Internal re- 







sources per 
head of em- 







polymcnt 

Rs 

3495.02 

4565.08 

4322.34 

5320.02 

589iM 


Source : Economic Survey^ 1980*81, p. 38 
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915 crores in 1977-78. Net profit 
ipfore lax showed a decline over 
period from Ks 306 crorcs in 
^75-76 to Ks 227 crores in 1979-80. 
"" wever, in relation to 1977-78, figures 
both 1978-79 and 1979-80 have 
►wn increases. Net profit after tax, 
►wed significant increase in 1976-77 
relation to the previous year, from 
129 crorcs to Rs 184 crores. Since 
-78, however, net profit went into 
red and the figures of loss in 1977-78 
iched Rs 91 crorcs. The trend was 
tly reversed in 1978-79 when the loss 
OOd at Rs 40 crores but in 1979-80 
again rose to touch Rs 74 crorcs. 
Return on capital employed in terms 
gross return remained constant during 
iRt two years 1975-76 and 1979-80 at 
ftiS per cent. It was the highest in 1976- 
9? when it reached the percentage of 9.4. 
l^tparently, the profitability figures have 
^n badly mauled by taxation. 

!■' 

Dstariorating Performance 

l^t has been observed in the Economic 
jpiWjr, 1980-81 that in 1979-80 the over- 
^^.performance of Central Government’s 
p^lonomous undertakings, judged by 
profitability, showed a deterioration, 
this deterioration has been in the 
of increasing turnover and capital 
ptfployed should cause concern. It has 
further observed that the improve- 
to/At shown by these enterprises in 
ei/S^79 when their losses were reduced 
^•Rs 40 crores as against Rs 91 crores 
H 1977-78 could not be kept up. Their 
have, in fact, gone up to Rs 76 
in 1979-80. On the other hand, 
mji net profits before tax of these entcr- 
g ses have shown an improvement from 
enJ85 crores in 1978-79 to Rs 227 crores 
1979-80. It is only with respect to 
'er-tax figures that indifferent perfor- 
nce is blamed on the public sector 
crprises. Interestingly, the profits of 
>fit making units have increased from 
* 1686 crores in 1978-79 to Rs 762 crores 


tto 

It 

lOV 


loi 

ter 


1979-80. The losses of loss making 

have on the contrary widened from 

“Wl crores in 1978-79 to Rs 535 

* Vesin 1979-80. 
en 

has been noted in the Survey that 
loss incurred by Coal India Limited 
IKH its subsidiaries was the main con* 


tributory factor in deteriorating profit¬ 
ability of public enterprises in 1978-79. 
Since the middle of 1979-80, coal prices 
have been revised resulting in a 
reduction of their loss to Rs 115 
crorcs in 1979-80 as against a loss of 
Rs 212 crores in 1978-79. In the case 
of iron and steel and fertilizer units, 
the deterioration has been apparent. 
In the case of steel units, there was a 
loss of Rs 4.4 crores in 1979-80 as against 
a profit of Rs 38.7 crores in 1978-79. 
In the cases of fertilizer units, the losses 
have increased from Rs 27 crores in 
1978-79 to Rs 82.8 crorcs in 1979-80. 
It is to be acknowledged in this context 
that profits or losses of public sector 
units arc to a large extent dependent 
on the pricing policies adopted by the 
Government and the costs incurred on 
various inputs. 

While the input costs have risen on 
their own momentum, the price increases 
for their outputs have been sluggish, 
accelerating the loss from year to year. 
An uninterrupted supply of inputs at 
reasonable costs, allowing for statutory 
price increases in the output, can take 
care of several loose-ends which now re¬ 


main. In the aforesaid context, the 
elbowroom allowed to management of 
these units has been minimal. Iron and 
steel and fertilizer units perhaps require 
not only technological updating but 
also a fresh approach to their structure 
and functions. In this regard, it is also 
necessary to mention that umpteen re¬ 
organisations effected in public sector 
iron and steel industry and the splitting 
up of the fertilizer units have also had 
their impact on the profitability of these 
units. 

The losing units in the public sector 
naturally require a lot more attention 
with reference to the specific issues caus¬ 
ing such losses. Identification of their 
problems, sorting out the loose-ends 
which have remained in their operations 
and timely remedial action suggest them¬ 
selves. It may be emphasised here that 
loss or inefficiency is not germane to 
the public sector. Government should 
allow the management of these enter¬ 
prises to revamp their o)Xjraticns. In 
this respect, both structural and 
functional reorganisations, may be addi¬ 
tional doses of investment, should be 
considered. 
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Prospects of Cocoa Cultivation 

A good deal of attontion is being paid to cocoa cultivation In India. 

It is a lucrative crop particularly as It Is grown as an Inter¬ 
crop. Tlie author assesses the prospects of cocoa cultivation in the 
country and suggests measures for financing and marketing of 
this important crop. 


Next to tea and coffee, cocoa is an impor¬ 
tant and popular beverage crop. The pre¬ 
sent world production is estimated to be 
around 15 lakh tonnes. While the Ivory 
Coast accounts for about 25 per cent 
of the world crop, the United States buys 
about 22 per cent of world cocoa supplies. 
India's cocoa production last year is 
estimated to have been about 1,000 
tonnes, as against the domestic demand 
of around 2,000 tonnes, besides a large 
e;cport potential. By 1982-83 production 
is expected to go up to 10,000 tonnes. 

According to the scientific studies 
conducted at the instance of the National 
Commission on Agriculture (NCA), the 
country’s cocoa requirements will shortly 
touch over 20,000 tonnes per annum. 
The studies conducted by the Food and 
Agriculture Organisation (FAO) reveal 
that the world demand for cocoa is 
rising by four per cent every year. 

The most attractive aspect of this crop 
is the high per hectare remuneration and 
quick return. Cocoa starts yielding 
within a short period of three years. The 
very important economic factor involved 
in cocoa cultivation is that it helps small 
farmers to increase their income from 
their tiny holdings. It comes up very well 
as an inter-crop and requires comparati¬ 
vely less investment. The shade loving 
habit of the plant makes it an ideal 
inter-crop for the coconut gardens. 

That cocoa growing is an extremely 
lucrative proposition cannot be doubted. 
Nearly 80 per cent of the acreage under 
cocoa has its trees interplanted with 
ooconut or arecanut. Thus, cocoa is not 
grown at the cost of any other crop. It 
is interesting to note that the Indian 
fanners’ profit margins for the cocoa 
Crop and the resultant monetary yields 
per acre of land currently are twice the 


yield for coconut, rubber and coffee and 
about 50 per cent more than that for 
arecanut, so that even if the prices of 
dry beans come down, there is still room 
for appreciable, if not. .substantial, 
margins. 

Botanically known as Theabroma cocoa 
the cacao or cocoa tree is an important 
agro-industrial crop of the beverage 
family the others being coffee and tea. 
It has been a native of the mid-American 
Amazonian regions. It is known to have 
been cultivated as early as 4,000 years 
ago by the Mayan and Aztec tribes of 
South America. It is claimed that the 
word “chocolate” has been derived 
directly from the Mayan word “cho¬ 
colate’. Chocolates arc now popu¬ 
lar all over the world. In England, 
it is big business. Fry & Son of Bristol 
began preparing chocolate as early as 
1847 on a commercial scale. Besides 
being the largest per capita consumer of 
chocolate, England’s exports exceed those 
of any other country 

World Production 

The present world production of cocoa 
is about 15 lakh tonnes. The major 
cocoa growing countries are Brazil, 
Ghana, Nigeria Ivory Coast, Cameroon, 
Sierra Leone, Equador, Malaysia and 
the West Indies. Among the Asian 
countries, the Philippines, Indonesia, 
Malaysia and Sri Lanka contribute 30 
per cent of cocoa, whilst the Alrican 
countries of Ghana, Nigeria aad Ivory 
Coast contribute nearly 70 per cent. If 
cocoa plantation is scientifically popu¬ 
larised in India, it would be possible^ for 
us to meet the entire domestic demand as 
well as have surpluses for supply to the 
neighbours, viz., Bangladesh. Burma, 
Pakistan and the countries of West Asia. 
Cocoa and its products have caught on 
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in the Gulf countries and the expo 
potentiality of this commodity is vo 
promising. 

It is in this connection that an atteni 
is made here to assess the future prosper 
of cocoa cultivation in India where 
good deal of attention has now been pi 
for this crop. Although introduced 
India more than two centuries bao 
commercial cultivation of cocoa is i 
recent origin. In Tamil Nadu, scientif 
cultivation was first started at Kallar ad 
Burliar Fruit Research Stations in \9m 
The real impetus was given in u 
Third Five Year Plan period when 
scheme was prepared by the Kerala Sw 
Agricultural Department to bring 
least 2,000 acres under cocoa plantatio 
But non-availability of sufficient quali 
seeds, lack of confidence of farmers, 
cocoa's future and the poor adaptabilil 
of the chosen crioJlo variety to soils acK 
as the damper to the scheme. As a resCi 
only about 750 acres were brought und 
the crop until 1971. 

Commercial Production 

Introduced at the initiative and I 
pertisc of Cadbury India Limited in t 
Sixties, the first commercial quantities < 
cocoa became available in 1974. K 
duction rose from 350 tonnes in 197$^ 
600 toimes in 1979 with the estimal 
output of 1,000 tonnes in 1980. As lai 
acreage came under cocoa only in 19! 
79, when these trees start bearing fri 
four years later, there would be appi 
ciable production of cocoa beans fre 
1982 onwards. 

India is not usually thought of aj 
major source of world cocoa. Yet j 
market for cocoa-based products in In 
is expanding. At present, the area vaA 
cocoa plantation amounts to over ISii) 
acres in the southern States, viz.,^ K«i 
Karnataka and Tamil Nadu. Two M 
in south India need special nvrira 
the Kanyakumari district in ^ 
Nadu and Wynad in Kerala, bi .^ 
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P distii^ ' Ac 

lly suited for the growing of 
nut is a major crop in the 
ularly around Kulasakharam 
(S suitable shade for cocoa, 
f the two varieties of cocoa, viz. 
iollo and forastero, the forastero 
iety, which normally has yellow pods, 
preferred and cultivated in about 800 
s in the district as an inter-crop with 
nut. Cocoa growers feel that it is a 
ying crop. A well cultivated cocoa 
nt yields not less than 300 kgs of dry 
iS per acre per year which will, on a 
iost conservative estimate, give a mini- 
Jpum income of Rs 1,350 per acre, 
lit ;!onsidering the recent trends of world 
^rket prices for cocoa, this hgurc seems 
have substantially exceeded in actual 
ll^ctice. In 1967, the price of one kg of 
1!^ beans stood at Rs 4.20. The annual 
i^iqpenses incurred on an acre under 
%|^oa cultivation have been around 
800 to Rs 900. In fact, the crop has 
.^jmght on with the farmers in a big way 
Ijfii the last three years because of sharp 
breases in international prices and the 
rresponding increase in the prices of 
ian beans paid to the farmer s by local 
is^yers. 


Developmental Measures 

^^^p^The Government, well aware of cocoa's 
j^ientialities, has now initiated several 
f ^lopmental measures. The cocoa deve¬ 
lopment programme at Malampuzha, the 
{il^ticultural department in Karnataka 
j|^]1Eithe Central Plantation Crops Re- 
^Irch Institute at Kasargod in Kerala 
l^l^e strengthened research and develop- 
l^^t efforts. Trials conducted by the 
S earch institute have shown that cocoa 
successfully be grown as an inter-crop 
arccanut and Coconut and it 
Ij,. 1 been also found that the yield as an 
^*W-crop is even better than the yield 
?^feasolc crop. A committee of senior 
***cters from the State and Central 
^Sfl^'emmcTits and the representatives of 
^ 6i cocoa processing industries was 
^itituted by the ICAR in May, 1975, 

* |i|liggcsting various measures to step 

* cocoa productft^ and identifying 
ralble areas fo»;w. 'setting up cocoa 

imittee inter alia 
cultivation of forestero 



Ac Ikriatt ^rd- 
poFtion of commercial cocoa m the 
world. It was also recommended that 
priority should be given to mixed plant¬ 
ing with arecanut in existing arecanut 
plantations and to bring under cocoa an 
additional 7,700 hectares (15,400 hectares 
mixed) on an urgent basis. 

The agro-climatic conditions of Kerala 
offer excellent opportunities for popu¬ 
larising cocoa cultivation. Cocoa can be 
cultivated as an inter<crop in the coconut 
garden. A good deal of extension work 
has been done in this State with the 
result that the enlightened and the edu¬ 
cated farmers have already commenced 
cultivation of cocoa. The State has 
launched a live-year programme to bring 
6,200 acres (2,500 hectares) under cocoa 
as an inter-crop. 

Climatic Conditions 

Cocoa is known to grow in the tropical 
climate of high humidity and fairly high 
temperature above 60'^ F right from sea 
level upto 2500 feet elevation. The best 
growth is observed in red sandy soils as 
well as in alluvial soils. Considering the 
experiences of Kerala, Karnataka and 
Tamil Nadu, there is reason to believe 
that cocoa can be grown on the slopes in 
the hilly areas of Maharashtra where 
there is good natural drainage. Since 
cocoa is allergic to heavy winds wind- 
breakers should be planted along the 
border of the plots. The best growth is 
obtained in soils with an acidity of PH 
5.5 to 7.5 and this range of acidity is 
found in soils of Konkan. In fact, it is 
within the range of PH 5.0 to 6.5 which 
may be ideal for the cocoa crop. 

If cocoa plantation is to achieve its full 
potential—yield and production- ^a num¬ 
ber of measures may have to be initiated. 
The research programme should be 
intensified to tackle specific problems 
associated with productivity. These mea¬ 
sures should include detailed area-wise 
research on its agronomic breeding, ento¬ 
mological, pathological and post-harvest 
technological aspects. The extension pro¬ 
gramme should also be simultaneously re¬ 
oriented to identify the problems of small 
growers 

The demonstration of scientific methods 
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(^bultlviitibih^ djf hj^-yieiicliiig 
variety (forestero), preparation of land, 
planting techniques, after-care, harvesting, 
processing, storage, etc—may have to be 
undertaken on a large-scale. More em¬ 
phasis needs to be placeed on solving the 
growers' problems which may differ from 
area to area, i.e., those who have already 
been cultivating cocoa and those who 
have recently taken up this cultivation. 
The problem of marketing is a very seri¬ 
ous one in the new areas where cocoa 
cultivation initially is on a very limited 
scale. Planting of suitable trees to act 
as wind breakers should be advocated and 
popularised. 

Economic Improvement 

If planned efforts arc made to improve 
productivity of this crop, we will not only 
earn substantial foreign exchange but 
also improve the economic condition of 
the people in Kerala, Tamil Nadu, Karna¬ 
taka and Maharashtra where the agro- 
climatic conditions arc Awourable for its 
cultivation. The quality of planting 
material plays an important role in deter¬ 
mining the productivity and duration of 
plantations. In the absence of any orga¬ 
nised agency to supply suitable and 
healthy planting materials, farmers have 
been experiencing a number of difficulties 
and they plant whatever they get easily. 
The cocoa seedling should be planted with 
proper spacing and adequate nutrients of 
organic and inorganic sources as also 
sufficient soil-moisture should be pro¬ 
vided. 

Inter-culturing practices should be 
properly followed. Overcrowding of the 
plants, presence of competitive weeds and 
absence of sufficient soil-moisture at the 
critical stages of plant growth adversely 
affect the productivity of these planta¬ 
tions. As a part of the planned pro¬ 
gramme the State Governments should 
supply disease-free cocoa seedlings to the 
farmers. A year-wise phased programme 
for raising and supplying the targetted 
number of seedlings should be drawn up. 

An important feature of the scheme 
should be that very special care be exer¬ 
cised to make available the seedlings to 
the small and marginal farmers,the Hari- 
jans and the weaker sections of the 
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society. In case there is provision of 
subsidy against the supply of seedlings, it 
should be linked with bank loan. 
Alongwith the massive distribution cf 
seedlings, effective and creative extension 
and information service programme 
should be launched to educate farmers on 
different aspects of cocoa cultivation 
ranging from care of seedlings to fermen¬ 
tation of beans. 

The processing techniques need to be im¬ 
proved, perfected, standardised and widely 
popularised. Storage facilities for storing 
I the dried fruits are inadequate and un- 
^ satisfactory causing loss in quality during 
the period of storage. Being aware of the 
enthusiasm of Indian farmers for cultivat¬ 
ing cocoa, the Central Food and Techno¬ 
logical Research Institute (CFTRI) at 
Mysore has developed technology for 
the production of refined cocoa mass in 
the form of blocks and granules. The 
product is useful as an important ingredi¬ 
ent in confectionery, bakery products 
and icc-cream. Under the technology, 
properly fermented and dried cocoa 
beans arc graded, roasted under controll¬ 
ed conditions, dcshelled to remove the 
husk, ground in a toll mill, tempered, 
moulded, cooled and packed in alumi¬ 
nium foil. They can also be packed in 
tins. The machinery required for the 
process can be fabricated in the country 
and wc have not to depend upon any 
foreign company for this. 

Controlled Production 

The CFTRI has further, by their 
research studies, proved that the percen¬ 
tage of acidity produced in the cocoa 
could be controlled by adopting proper 
r methods of fermentation and drying. The 
problem of marketing has been very 
serious. It is revealed that the growers 
receive about 50 to 60 per cent of the 
price paid by the consumer, while the 
intermediaries appropriated a big 
chunk. The small growers suffer from the 
disadvantages of unorganised marketing 
system. The problems may have to be 
appoached through involving the growers 
and helping them form co-operarive 
societies. The management of the socie¬ 
ties should be supported by required pro¬ 
fessional management and infrastructure. 
The market survey should be a continuing 
feature and new markets must be captur¬ 


ed for which the consumer’s needs should 
be studied. 

A suggestion is made that the country 
should seek an export outlet for the 
surplus. It may, however, be mentioned 
that at present India is far from being a 
major producer of cocoa and the surplu<v 
is yet not significant enough to Justify 
export efforts. This docs not mean that 
India cannot become an exporter of cocoa 
in the years to come. But this requires 
meticulous planning integrating the 
function associated with the production, 
collection, storage, fermentation and dry¬ 
ing of beans. The productivity/produc¬ 
tion has to be stepped up by adopting 
the scientific methods of cultivation. The 
procurement of beans has to be pioperly 
organised through cooperative societies, 
and opening purchase centres in the villa¬ 
ges to avoid hardships experienced by 
the small growers. Funds on liberal 
terms may have to be provided to streng¬ 
then the procurement operations. If ex¬ 
periences in the past is any guide, it is 
essential that the concerned State 
Governments should create their own col¬ 
lecting, fermcnling and drying facilities. 

Alternatively, the Cenlral/State Govern¬ 
ments should set up community drying 
and processing centres with storage faci¬ 
lities in villages where a>coa lia^^ been/is 
proposed to be grown extensively. Fur- 
ther, in order to stabilise the prices of 
cocoa at a level remunerative to the 
growers in the event of surplus produc¬ 
tion, facilities for creating adequate 
buffer stock should be of immediate con¬ 
cern. This would also need adequate 
resources to finance such purchases and 
stock-holding over the period required 


for the supply situation to change, rm 
the resources needed for this puipoii 
would have to be found out 
appropriate proposals to IBRD/IDA 
on a consortium approach. 

We have the processing units with. 
total capacity of up to 20,000 tonnes 
year. It is heartening to note thattb 
State-owned Kerala Agro. Industrie 
Corporationh as proposed to set up i 
modern cocoa processing factory with i 
capacity of 5,000 tonnes in the state* i 
an estimated cost of Rs 10 crores. 

Although the low level of yield cout 
be attributed to a number of factors* il! 
felt that the poor state of plantation: 
the non-availability of production credj 
Traders generally disburse loans in cat 
and kind to meet various types off! 
quirements of the growers including con 
sumption needs and other expense) 
'fhese loans advanced at usurious rates D 
interest arc lecovered in terms of cocoil 
The growers arc tied to their loans ant 
they have no alternative except to tendef 
their produce to their lenders. In tM 
absence of any institutional agency tJ 
provide liberal credit, the growers havi 
no other option except to approach th 
money-lenders/tiadcrs who arc alwaj^ 
obliging. As a result, the grower has i 
receive unrcmuncrativc price offered fn 
his produce. This, therefore, focuses oi 
the most urgent need for determining tt 
actual scale of finance required for cult 
vution of cocoa and involving the finam 
ing institutions to extend the requifdi 
financial assistance including that needg 
for marketing. In turn, the recovery n 
the loan should be linked with orgamsg 
marketing. 
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Creation of Wealth—-A Tata Story 
an epic of the house of Tatas. 
ifft epitomises the story of the indus- 
Ifial and economic development of 
since the beginning of the 20th 
l^l^entury to the present day. This is a 
ll^ipping story that propels the reader 
he comes to the end of the book 
l^md when he finishes the book, he is 
teft wonderstruck at the vision and in- 
nr lustry, conviction and devotion, business 
ojeumen and humanism, and above all 
e'^c indomitable courage of the house 
jp^f Tatas that enabled them to succcss- 
; overcome innumerable difficulties 

their path towards industrial progress, 
^^ruly did that other giant, namely Alfred 
plj^arshalJ, say : “A score of Tatas might 
n|io 'more for India than any Government, 

*^'ilritish or indigenous can accomplish.” 

The story inevitably begins with that 
yl^rcat practical visionary, Jamsetji Tata, 
tefJdio towards the end of the last century 
oresaw the importance and necessity 
industrialising India. He went to 
heart of the matter and saw that 
it^eel was the mother of heavy industry, 
hydro-electric power was the cheapest 
hpurce .of energy and that technical 
d0ucation coupled with research was 
U^sential for industrial advancement. In 
lijis extensive travels, he studied steel 
it^luQts, coal mines and various factories, 
le^fhatever good he saw abroad, he wanted 
bring their benefits to the country. 
,c is amazed at Jamsetji's ”quiet, 
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strong, stern, unselfish determination to 
pursue his calling.” 

The chapter on ‘The Steel Saga' reads 
like a chapter in an entertaining and 
instructive novel. It repre.sents victory 
of human will-power and spirit over 
adverse circumstances, social, political 
and economic. The Tata Steel’ has 
survived many ups and downs, but only 

BOOKS 

BRIEFLY 

after a lot of sweat and struggle, each 
generation fighting its own battle. When 
in 197] the coal industry was nationalised, 
Mohan Kumaramangalam left the captive 
coal mines of the Tata company un¬ 
touched, because he wanted “...nationali¬ 
sed units to ‘sharpen’ themselves against 
the more efficiently run Tata collieries”. 
And when the so-called labour leader 
George Fernandes proposed, as Minister 
in charge of Industry, nationalisation 
of Tata Steel in 1979, “...the Tata 
Workers’ Union sent a cable of protest 
to the Prime Minister”. The union 
passed a resolution that “...nationali¬ 
sation would be detrimental to the in¬ 
terests of the nation and to all employees 
of the company”. Tata workers showed 
greater faith in Tatas than in a Govern¬ 
ment where a labour leader was in charge 
of the portfolio of industry I 
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The Tata story travels from Jamshedpur 
to Mithapur, the mother of India’s heavy 
chemical industry, ft takes you to the 
Indian Institute of Science at Bangalore 
and tells you how Tatas attracted into 
their net geniuses like Sir M. Visves- 
varaya, Sir C.V. Raman, Dr Homi 
Bhabha, Dr Vikram Sarabhai and 
Dr Satish Dhavan, all in the cause of ! 
service to the nation. The story takes 
you to the Taj at Bombay which figures 
in travelogues, biographies and novels 
by scores of foreigners. If Taj Mahal 
at Agra demonstrated the skill of Indian 
craftsmen, Taj Hotel which symbolises 
elegant living, demonstrates what today’s 
craftsmen in India arc capable of. 

Marvellous Man 

In the Tata story, we move from the 
first generation to the second and to the 
third. We stop there for long to admire 
that marvel of a man, namely J.R.D. 
Tata. He is an epic figure, and bis 
endeavours and achievements would be 
a worthy subject for an epic. It is J.R.D. 
who gave wings to the nation. When 
we learn that he was the recipient of the 
Tony Jannus Award (the previous 
recipients being the inventor of the jet 
engine, the developers of the Concorde, 
and the founders of the Douglas Aircraft 
Corporation and Pan-Am), one is amused 
that it took Bombay University as long 
as April 1981 to take note of the presence 
of J.R.D. amidst them and award the 
honorary degree of doctor of laws. 

The story of the development of The 
Tata Engineering and Locomotive Com- 
pany at Pune is equally fascinating. 
Whatever the line Tatas entered—and 
their names are legion—they brought to 
the line their cult of excellence. J.R.D. 
is a one-man Planning Commission. He 
is a dreamer and a man of action. We 
are so near him that we fail to notice 
his full stature. The reviewer can think 
of no counterpart of J.R.D. anywhere 
else in the world— so versatile, so humane 
and above all one who has achieved so 
much in the fields of industry, education, 
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health and medicine, culture, and name 
what you will ! 

.. One, therefore, feels an acute pain in 
the throat that our Government should 
have made so little use of this giant 
since independence, and thal problems 
of industries in India should be left to 
be tackled either by novices or charlatans 
or by professional politicians without 
any moral scruples. The members of 
the Monopolies Enquiry Commission 
and those who administer the MRTP 
Act should sit together and read chapter 
SXV in part three of the book on ‘The 
*Tata Assets'. 

The name of J.R.D. Tata would be 
mentioned in the same breath that 
mentions the names of Mahatma 
Gandhi, Jawaliarlal Nehru and Valla- 
bhabhai Patel. If they paved the way 
for political independence of the country, 
Tatas paved the way for economic in¬ 
dependence without which political in¬ 
dependence would remain incomplete. 
Our salutes to you. Sir, J.R.D.! May 
j^you live long! 

AGRO INDUSTRIES 

A gro-based Industriex Performance and 
Prospects is a collection of articles which 
Dr Badar A. Iqbal wrote on agro-based 
industries from time to time in different 
journals and newspapers. 

All over the world, planners and policy¬ 
makers have C(>me to recognise the 
dangers of urban-based conglomeration 
of large-scale industries. Emphasis has 
therefore shifted to the development of 
M^agro-basea industries as an effective 
*means of avoiding industrial concentra¬ 
tion (which strategically also is very 
vulnerable), of minimising pollution and 
of bringing about balanced regional ceve- 
lopment. The author has rightly main¬ 
tained that agro-based industries which 
are generally labour-intensive, by using 
local resources and manpower, would 
also be in a position both to relieve 
pressure of population on land and to 
provide increasing employment opportu¬ 
nities to people in rural areas who would 
^therefore stop rushing towards towns 
^and cities, as at present, creating various 
complex problems for themselves and 
for the economy. 


With this background, the author has though sugar industry has made 
analysed the position occupied by various markable progress, many of the sugars 


agro-based industries in India, the pro¬ 
gress they have recorded, constraints 
from which they are suffering, and 
policies and measures that should be 
evolved and implemented to foster their 
development. 

As regards rubber, it is pointed out 
that recently marginal lands arc being 
brought in for production of rubber 
with far-reaching consequences on out¬ 
put, costs and prices. What needs to 
be done is continual research, increase 
yield per hectare and re-cxaminc the 
question of fixing minimum and remune¬ 
rative prices. 

Scientific Research 

In regard to tea industry, it is pointed 
out that there is need for scientific re¬ 
search on tea plantation and steps 
to meet financial needs of the industry. 
It is estimated that during the Sixth five 
Year Plan, tea plantation industry would 
need about Rs 268 crores of which inter¬ 
nally the industry can raise about Rs 68 
crores and the Tea Board contribute 
about Rs 25 crores. The author has 
suggested that the balance of Rs 175 
crores may be contributed by term lend¬ 
ing financial institutions. In fact, the 
author has made a good suggestion thal 
an exclusive institution, to be named 
'Plantation Finance and Development 
Corporation', should be set up to look 
after the problems of finance for planta¬ 
tion industries. 

Dr Iqbal has drawn attention to 
various constraints which arc hampeiing 
jute industry in the country—mounting 
cost of production, competition from 
Bangladesh with her modern jute-manu¬ 
facturing factories, threat fiom synthetic 
substitutes, picdominance of old and 
worn out machinciy in jute mills and 
need for modernisation. The author 
feels confident that with soft loans for 
modernisation, diversification of pro¬ 
duction and provision of vaiious export 
promotion incentnes, Indian jute indus¬ 
try would be in a position to make 
headway. 

While analysing various constraints of 
sugar industry in the country, the author 
has drawn attention to the fact that 


factories are economically not viablaj 
and are likely to go sick. This is becatim 
the size of an average sugar mill in Indiaf 
is such that approximate output pet| 
factory is only around 15,000 tonnes] 
compared to 40,000 tonnes in Cuba,' 
50,000 tonnes in Australia, 60,000 tonnes 
in South Africa and 80,000 tonnes in 
i^gypt- This would mean that it is 
urgently necessary to expand capacity 
of existing sugar mills either by expan¬ 
sion or by merger of smaller unitst 
Since sellers' market has prevailed in th< 
country for quite long, sugar mills appear 
to neglect various problems which are 
bound to crop up in future. 

Coir and coir goods have great futurd 
in India which happens to be the third! 
largest producer of coconut in the worldJ 
The author has drawn attention to the! 
fact thal the industry must diversiQl 
production and modernise its technique^ 
of production as for example inJ 
Sn Lanka. He has rightly pointed out 
that the industry has almost completely! 
neglected domestic market and in mait)| 
cities and towns coii products are practi4 
cally unknown. I 

j 

Potential in Leather j 

India has the largest number of cattle 
and abundant raw material for leathcffl 
goods industry. There is also increasinfl 
demand for leathei and leather goods! 
the initial attraction for synthetic subJ 
stitutcs having woin down considerably] 
The author wants that lescarch be unden 
taken for finding new sources such aa 
pig skins as also of fox, snake and erd] 
codile, special farms being set up as t 
source of raw material. There is ncec 
for research, modernisation and pro¬ 
vision of adequate finance and well 
thought out export promotion policy 

The author has al.so analysed a numbei 
of other agro-ba.sed industries such a 
arecanut, pepper, sericulture, tobacc< 
and coffee and problems which they an 
facing and policies that should be follower 
to solve those problems. 

All these agro-based industries seen 
to be affected by certain common cons 
traints. Production of raw materia 
per hectare appears to be comparative!; 
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machinery used appears to be 
>m cut and in need of modernisation; 
ixporl strategy does not appear to be 
ifaggressive; there appears to be scarcity 
I’of finance for modernisation that is 
targently needed in the case of most of 
l^gro-based industries. 

Since agro-based industries are in a 
^|k>8ttion to help India attain many of 
aims and objectives of planning such 
|jis balanced regional development, devc- 
lent of rural areas, providing in¬ 
creasing employment opportunities to 
if^al labour and local skills, and reducing 
widening gap between rural and urban 
greas, the planners and policy-makers 
ihould give very high priority to the 
velopment of agro-based industries. 
Aggressive policy in this regard based on 
tinual research, provision of adequate 
lance and efforts to find out and cx- 
loit both domestic and foreign markets 
ould go a long way in promoting these 
idustries^which appear to be neglected 
>t long. These industries have vast 
itentiiil and the author has done well 
draw attention to their performance 
d prospects. 


STUDENT PROBLEMS 


The 20-point programme was launched 
Mrs Jndira Gandhi in 1975 mainly 
iith a view to meeting the needs and as- 
llirations of weaker and underpiivileged 
ctions of the community. Since the 
pive Year Plans failed to satisfactorily 
et their pressing demands, the need 
fljBLS felt for introducing in the 20-point 
rogramme, some of the items meeting 
ecific needs of the student community. 

l^lsHow did the student community res- 
ttd? Were they aware of the 20-point 
Pgramme and its objective? Did they 

f * ke part in the implementation of the 
ogramme? What has been the general 
.latitude of the student community in 
^C;ard to political and economic devc- 
|^p|)men^s in the country and the level of 
l^fjr awareness? This mufiters assumes 
^gnjficance, because students of today 
^uld be the cifizers, bureaucrats and 
j^licy-makcrs of tomorrow. 

Dr R,T, Jangam and Dr T,V. Patil 
anducted research in this .sphere 
iLvitlng re.sponses from the post-graduate 


students of the Itaniatalt University. 
The 20 Point Programme and the Student 
Ct^mmunity, embodies the findings of 
that research programme. 

The authors found that even at the 
post-graduate level, students appear to 
be “ . . . . only marginally informed or 
concerned about the content and direc¬ 
tion, utility and significance of thc.se 
programmes*', fn no way were they 
better informed than the average person 
on the road. This is true even of the 
students studying political science at the 
post-graduate level ! 

Improving the Quality 

Second, just as the non-student popu¬ 
lation appears to be mainly concerned 
about the daily problems of bread and 
butler, the student community appears 
to be mainly cor.cerr.ed with prescribed 
courses of study thrt would help them 
to get through various examinations. 

Third, “...the overall poor or un- 
satisfi ctory understanding of the students 
in regard to 20-point programme, etc., 
is a part of their overall poor under¬ 
standing of everything”. 

On the basis of these findings, the 
authors have recommended certain steps 
to improve the general level of quality 
of students. They have recommended 
that problems of students will have to 
be tackled at the individual level. This 
would necessitate strengthening of exist¬ 
ing teaching staff and equipment at the 
disposal of colleges and universities. The 
teaching staff itself requires gearing up 
because its quality is continually deterio¬ 
rating. 

The authors are emphatic that if 
students of today have lost all sense of 
ideali.sm and dedication, that is mainly 
because the manner in which various 
syllabi arc drawn docs not create any 
sense of idealism and dedication. Hence 
they want that students be given some 
training in ideology and ethics and wider 
aspects that ^iffcct lives of people and 
of the nation. 

The authors are emphatic that this 
training of students in ideologies should 
not be entrusted to political parties and 
leaders but should be undertaken by 
academicians and universities. 


V reviewer who iia« ^ con¬ 
tacts with students in various universities 
over nearly two decades has no hcsJta- ^ 
tion in endorsing every word about the 
student community written by the two 
authors. Education has become poli¬ 
ticalised and various colleges and uni¬ 
versities have become the hotbeds of 
political rivalries and conflicts and 
grounds for political parties to try their 
strength. The quality of education is con¬ 
tinually deteriorating and the semester 
system introduced without taking steps to 
the establish preconditions essential for, 
its success has further given a big blow ( 
to the quality of education. The quality 
of teaching staff is no better and is fur¬ 
ther deteriorating. All sorts of mal¬ 
practices are being practised in the 
colleges and universities and even appoint¬ 
ment of vice-chancellors has become a 
political affair. Even some of the vicc- 
clumccllors were found to be a parly 
to malpractices and fiauds going on in 
universities. 

One's heart aches to sec that when 
India is ccMifronIcd with stupendous 
and complex problems in practically 
every sphere, the students who are going 
to be the future citizens and guardians 
of the interests of the country should 
have absolutely no sense of dedication 
to their duty, not to .speak of general 
awareness about the problems con¬ 
fronting the country. But why blame 
only the student community? Their 
deterioration is only the reflection of 
the general deterioration that is taking 
place in every sphere in the country. 
That makes the future of the country 
appear very bleak indeed! 

PROJECT VIABILITY 

Project Viability in Inflationary Condi¬ 
tions is an in-depth study by V.P. Chitalc 
which makes an attempt “,,..to evaluate 
the impact of sharp escalations in invest¬ 
ment costs since the mid-sixties on pro¬ 
ject viability”. The study is based on 
a sample .survey of over 200 industrial 
projects. The author on the basis of 
his empirical study, has made an attempt 
to review causes of stagnant investment 
rate in the Indian economy which has 
put a powerful break on the growth 
process. He has tried to analyse, trends 
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in imr a Hecs^ 0^7^77), 

imd affects of the increase on die cost ^ 
servicing of capital—interest and de¬ 
preciation—on the total cost of produc¬ 
tion and on prices of finished products. 
He has tried to assess the short-term 
and long-term implications of rising 
investment cost on project viability. 
In view of the extremely poor per¬ 
formance of the industrial sector, es¬ 
pecially during the last three years, the 
book, could not have been published 
at a more opportune time. 

f It is observed that the level of invest¬ 
ment moved up from 7 per cent in 1950- 
51 to over 12 per cent in 1965-66. But 
this pace of acceleration could not be 
sustained during the decade 1966-76. 
Since 1966 onwards conditions proved 
adverse for accelerating pace of invest¬ 
ment both in the public and private 
sectors. 


Adverse Factors 

The author is of the opinion that 
ihis slackening of pace of investment 
was due to factors such as devaluation 
of the rupee (1966), two successive 
droughts (1966-67), the oil crisis (1973-74), 
hyper-inflation (1974-75), heavy industry 
strategy followed since 1956, low sur¬ 
pluses from investment, lack of com¬ 
petitive environment, sagging public 
sector investments, costly finance, in¬ 
flationary conditions and extreme un¬ 
certainty regarding future rate of returns 
in tbe industrial sector. Among all the 
above factors adversely affecting invest¬ 
ment in the industrial sector, run-away 
jjaise in project costs due to continuing 
inflationary conditions in the economy, 
according to the author **....can be singled 
out as the most deterrent”. 

The author by his searching analysis 
has brought home the point that it is 
not so much the major constraints like 
shortages of raw materials and power, 
inadequacy of transport, depressed mar¬ 
kets, Government controls and regu¬ 
lations that have produced adverse effects 
but that “at the grass roots, in- 
^dustrial projects have lost their viability 
^and survival capacity under the impact 
of sharp escalation in investment co8ts’\ 
He has shown that the prices of indige- 



lidfii iniidhmery um a major 

component of project cost, have spurted 
at an average annual rate of 6 to 9 
per cent in the 1970s as compared to 
4 to 5 per cent during 1960s. When 
you add to this other cost-escalation fac¬ 
tors such as exchange rate fluctuations, 
project delays, uneconomic size, under¬ 
utilisation of installed capacity and con¬ 
trolled prices, you understand why many 
industrial imits in all lines of production 
have gone sick during 1970s and why 
industrial production has considerably 
slowed down. 



Viability Erodad 

In addition, project viability is eroded 
because of the manner and rate of de¬ 
preciation allowance that is allowed at 
present and high capital-servicing charges 
in relation to prices of finished goods. 

According to the report of the RBI, 
as at the end of June 1979, there were 
345 large sick industrial units (i.e. units 
enjoying bank credit of Rs one crore 
and above) and total bank credit of 
Rs 1101.72 crorcs was locked up in them. 
Also there are at present about 20,700 
small-scale sick industrial units with an 
outstanding bank credit of Rs 245 crores. 
Apart from that, in those sick units is 
locked up substantial amount of pro¬ 
ductive capital assets. Also this indus¬ 
trial sickness has meant that a large 
number of people who were employed 
have joined the ranks of unemployed. 

Naturally the problem of making sick 
industrial units economically viable as¬ 
sumes great significance. Their revival 
would also create favourable climate for 
pushing up the rate of investment in 
the industrial sector. 

In the light of his analysis, the author 
has suggested a number of steps that 
would help revive sick industrial units 
and also improve climate for investment 
in the industrial sector. 

The author has suggested that there 
is no justification for differentiating bet¬ 
ween equity and loan for tax purposes. 
Like interest on loans, a minimum return 
on equity should be deducted from 
profits before they arc taxed. This would 
enable industrial establishments to raise 


equity capital and not compulsorily 
in for costly loans incurring heavy 
servicing charges. 

New industrial units may be gran 
interest-free loans until they commenqM 
commercial production or reach break^ 
even point. “If sickness of industrlall 
units is to be prevented, some measurelj 
will have to be initiated at the pretj 
sickness stage”. 

Government should allow price-hike! 
in proportion to rale of inflation in the^ 
country. This means price controls must 
be administered judiciously. 

Above all there is need to revise th^ 
entire system of depreciation allowance^ 
The author has rightly remarked that; 
“The need for basing depreciation oft 
replacement cost is strongly felt everysj 
where, yet historical cost accounting ha!i| 
prevailed for practical difficulties in the 
transition from historical to replacement 
cost accounting”. Thus replacemeftt 
costs are far too high compared to accu^ 
mulated value of depreciation allowance 
and development rebate in the case oi 
practically all industries. 

Improving Environment 

In the face of sagging industrial growtjb 
rate and almost stagnant industrial ifti 
vestment, there is urgent need to dratft 
up and implement a comprehensive prog* 
ramme both to revive sick mills and te 
improve industrial investment climate ii 
the country. This would require makifti 
industrial and commercial establishment 
economically viable under conditions o: 
continual cost osculation that is taking 
place due to inflationary conditions ij 
the economy and world at large. The|* 
inflationary conditions are bound U 
continue in foreseeable future. Thl 
would mean that costs are bound to 
on rising. In the face of this, the way ti 
make industrial establishments viat^ 
would be to help them cut down codt 
by soft loans (at least for some year^ 
to allow higher depreciation allowatiii 
and development rebate and to fix pri^ 
of finished products at appropriate leyg! 

V.P. Chitale has brought all thes 
matters forcefully to the notice of polic) 
makers. It is a pity that such an in 
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matter as that 6f sick niills 
IlH^ld continue to be neglected for so 
|ang by the Government. 

k 

f UNCHANGING SOCIETY 

R. Jayaraman has made an attempt 
(jil his Casic and Class Dynamics 
Inequality in Indian Society to 
l^lyse certain important aspects of 
society such as continuity and 
phange in caste system, economic classes, 
iiktatus of women, status of Harijans, 
iKlllage politics, overseas Indians and 
oasteism and tribalism. The focus is 
on explaining dynamics of social in- 
^ualities in Indian society. 

;; It is observed that India, like most 
i^her Asian countries, is socially and 
ii^lturally highly diversified. It is not 
jjjossjble to speak of “...a single, 
{integrated Indian social structure*'. 

\ An analysis of institutions such as 
j^ste and class relations provides in- 
into the functioning of Indian 
iK>ciety. According to the author, “the 
|raditiona] caste system is a type of social 
^^ratification in which an individual’s 
^ial status, that is, his or her prestige 
Ind honour are determined by his or 
her birth into a particular caste”. Thus 

India, a person’s status is determined 
by the status of the group (caste) to 
#hich he or she belongs. 

The author opines that the traditional 
j^tterns of caste relations, including 
Motions of pollution and purity have 

S ldergone considerable a Iteration during 
c last 200 years or so, and especially 
pnee independence. Some sociologists 
think that the traditional caste system 
U being replaced by a system of social 
passes based on economic status as in 
jjpdustrialiscd countries. This might be 
^ue of highly urbanised centres like 
Bombay, Delhi, Madras and Calcutta; 
but as the author has rightly main¬ 
tained “...caste factors still play a signi¬ 
ficant part in regulating status in rural 
hteas where the majority of Indians live”, 
ifhis is not to exclude the importance of 
class factors like pattern of landowner- 
Ihip and other forms of property in 
determining pattern of social relation¬ 
ship in rural areas. 

'' The author is of the opinion that the 


its 

siofi into capitalist and proletariat classes 
with conflicting interests will not enable 
the identification of all sources of conflict 
in India. But the Marxian model rightly 
draws attention to economic factor as 
the major source of conflict in a society 
and to a certain extent it has validity 
in India. It is observed that in India, 
the dominant castes are also generally 
the property-owning classes and the 
socially lower or the lowest castes arc 
the propertylcss classes. And thus caste 
conflicts and class conflicts get mixed 
up making the satisfactory solution of 
the problem difficult. 

Continuing Disability 

As regards status of Harijans in India, 
the author is of the opinion that though 
they have been granted legal equality 
“... in practice, Harijans are still 
subjected to most, if not all, social 
disabilities in rural India”. According 
to him, 95 per cent of Harijans are 
landless and earn a living far below 
the level of subsistence. Harijans 
after more than 30 years of inde¬ 
pendence live in isolated ghettos 
in rural areas in appalling conditions, on 
extremely poor nutritional diet and 
generally with large families to support. 
It is unfortunate that because there are 
a number of sub-castes among Harijans 
who are thus themselves stratified, any 
concerted action by them to improve 
their lot has become very difficult. The 
process of‘Sanskritization’ (Harijans try¬ 
ing to live like upper caste Hindus) or 
religious conversion to Budhism has 
failed generally to eradicate untouchabi- 
lity in rural areas. 

The author has pointed out that at¬ 
tempts by Central and State Governments 
to reserve posts in Government service 
and seats in schools and colleges and 
provide various other amenities like free 
house sites, scholarships and freeships 
etc. have generally not succeeded in 
removing the stigma of untouchability. 

It is unfortunate that further cleavages 
among harijans have been created since 
independence along political party lines 
as well as on the basis of educational 
and economic standing. This has re¬ 
sulted in overall lac^ of unity among 


efforts at shaking off both their eoonoi^ 
exploitation and social stigma of un- t 
touchability.' In fadt harijans are being 
manipulated by different political parties 
to attain their political goals. It is 
reported that recently there have been 
attempts to woo them into Muslim fold 
with the aid of Arab money. 

According to the author, recent out¬ 
bursts of violence in different parts of 
the country between caste Hindus and 
Harijans are symptoms of awakening 
among Harijans and of increasing cons* \ 
ciousness of their power and position 
because of their numerical strength. 

While the caste system has lost much 
of the content, its form has remained in 
tact and in fact, in the democratic set-up, 
is getting more and more entrenched. 
All political parties and leaders appeal 
directly or indirectly to caste sentiments, 
and most members of legislatures would 
hardly get elected without the backing 
of their respective castes. It is, there¬ 
fore, in their interest to maintain and - 
foster the caste system in the country, 
while paying lip-sympathy to the ideal 
of casteless society. 

Causing Trouble 

The problem of reservation of scats 
in services and educational institutions 
granted to Harijans would cause increas¬ 
ing trouble in most States as the interests 
of majority caste and Harijans would 
come into conflict. It is forgotten that 
reservation is only a short-term remedy 
and that final answer to the problem 
lies in faster economic growth in whic v h 
all castes have their due share. \ 

One often wonders as to whether 
caste system which is at the heart 
of Hindu religion would ever disappear. 
Communism which recognises no 
god or religion or caste would have 
solved the caste problem in India 
and could have established casteless 
society. But even Communist ideology 
and forces in India appear to have been 
successfully overcome and eventually de¬ 
feated by sentiments of caste and religion. 
This has been a great tragedy for India ^ 
in the sense that the only ideology that 
could have destroyed caste system which 
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pletely failed in achieving the aim. 

What would destroy caste system and 
caste barriers in In^a? Literacy and 
education? Democracy? Economic deve¬ 
lopment? Secularism? Religious refor¬ 
mation? Dictatorship of the right or 
left? Military dictatorship? One is left 
more and more perplexed and dejected, 
the more one thinks of the caste problem 
in India! 

DISTINCT APPROACHES 

^ The peoples of countries in Asia, Africa 
and Latin America have been trying to 
overcome the grim legacy of their long 
and exploitative colonial past and acce¬ 
lerate the process of establishing a strong 
industrial base and bring about rapid 
socio-economic development. Naturally 
in their efforts to build their economies, 
these countries are seeking technical and 
financial assistance from developed coun¬ 
tries both from the west and the east. 

^ E.S. Nukhovich has attempted in 
his book Economic Relations with 
Developing World to analyse what 
he considers as the two distinctly diffe¬ 
rent approaches of western capitalist 
countries and the eastern socialist coun¬ 
tries in matters of giving aid to develop¬ 
ing countries of the Third World. It 
would be instructive to know what the 
author has to say on this matter and 
critically assess the position that he has 
taken. 

The main thesis of the author is as 
follows: Since 1970 capitalism has been 
facing severe crisis created by recession 
j^and growing unemployment, unprece¬ 
dented rate of inflation, shortages of 
energy and critical raw materials, shrink¬ 
ing markets because of increasing com¬ 
petition among them, protectionism and 
regionalism, social and economic con¬ 
flicts resulting in social and political 
instability and unrest, and growing un¬ 
certainty about the future. 

The author is of the opinion that the 
capitalist countries whose economic pros¬ 
perity has come to be built on exploita¬ 
tion of Third World countries for centuries 
rhave not got fully reconciled to their 
independence and their pursuit of in¬ 
dependent economic and political policies. 





cai^talist iliive discoyered 

in foreign aid’ an ingenious instrument 
with which to ‘’...perpetuate the colonial 
structure, to prevent the implementation 
of radical socio-economic reforms... to 
isolate them from world socialism and 
to build a kind of economic base there 
for creating a local, dependent capitalism 
of the new-colonialist type.” 

According to the author, this has 
become possible because of close inter¬ 
relationship between the western capi¬ 
talist countries and private monopoly 
capital in developing countries helping 
the implementation of neo-colonialist 
strategy of imperialism. 

Multinational corporations established 
in developing countries have been as¬ 
sisting the perpetuation of dominance 
of parent industrial establishments in 
West European countries. These multi¬ 
national corporations help developed 
capitalist countries to export surplus 
capital and outdated technology, ensure 
markets for their capital goods by tying 
agreements, and also ensure markets for 
finished goods. The profits transferred 
to patent corporations arc enormous 
whereas the dependence of developing 
countries purposely engendered by these 
corporations is suicidal. 


The author has shown how China, 
to spite the USSR has joined hands 
with the western capitalist countries to 
form anti-Soviet block and how it has 
been following political and economic 
policies opposed to the interests of the 
Third World. 

On the other hand, the author has 
maintained that the aid provided by the 
Soviet Union and socialist countries aims 
at freeing developing countries from 
political and economic clutches of the 
capitalist countries and make them self- 
reliant and truly independent. 

Though the book is written by an 
author who is partisan, there appears to 
be a great amount of truth in his thesis. 

It would be safe to say that develop¬ 
ing countries would do well to be careful 
while receiving financial and technical 
assistance from both capitalist and socia¬ 
list countries. If one is a devil, the other 
is not necessarily a saint. It would be 
prudent to be wary and take such selective 
aid from either country as would help 


deveioii^g cou^riei to Weto 
reliant as early as possible. 

If one is on his guard, the reader 
find that the book makes interesting i 
instructive readings. 
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I How to Set Up a Rural Sheet Metal 


iXHE PATTERN of industrialisation followed 
^itherto in developing countries has 
f^nerally resulted in a high degree of 
;i|^centration in metropolitan and 
centres in what is referred to 
the centralised urban pattern. At 
places small pockets of industry 
^ve grown, often oriented to the needs 
urban consumption. Although signi- 
|fibant import substitutions and exports 
ijof processed products have developed, 
iifidustrJalisation has had a low impact 
fOn rural communities, which represent 
the bulk of the population. 

I Urban migration is not only exerting 
»fFeat pressures on industrial centres but 
i^nay also result in serious imbalances 
ffetween the large agricultural and rural 
'lector and the small, centralised urban 
^itldustrial sector during the years to come. 
^ this context, it is necessary to ensure 

llliat the benefits of industrialisation are 

<1 

^stributed as broadly as possible by 
Imeans of a strategy specifically directed 
itbwards greater dispersal of industry to 
rural areas. 

i Such industrial dispersal is both com- 

I^Aex and difficult. The establishment of 

i . 


a factory in a metropolitan centre with 
the necessary infrastructure and other 
facilities is much easier than spreading 
industrial planning and operations over 
a wider geographical area. Apart from 
basic infrastructural elements such as 
energy and transport the necessary tech¬ 
nological infrastructure must be created 
in terms of entrepreneurial capacity, 
growth of skills and the like. 

Linder these circumstances it would 
be proper to set up mechanical shops 
which cannot only employ some local 
village boys and train them, but also 
provide mechanical facilities quickly at 
their doostep. From that angle an out¬ 
line is provided for the setting up of a 
sheet metal and pipe shop, which will 
involve modest investment. 

A shop to perform a variety of repair 
and maintenance services and small-scale 
production for rural needs can be set 
up in a village connected with other 
nearby villages. A representative selec¬ 
tion of products and services is given 
below: 

(a) Tinsmiths work such as repairing 
lanterns and oil burners and tinning of 


vessels; (b) locksmith work^ (c) making 
or repairing simple containers and bins 
for grains, water and oil and making 
medium sized water tanks; (d) making 
or repairing Persian wheel buckets and 
chains where such lift irrigation systems 
are in use; (c) making or repairing brick 
moulds, bread baking trays, windows, 
trays foT dryers of fruits, tea and cocoons; 
(f) making ductwork, rainwater drai. 
pipes and spouts, where such items are 
used, with sheet metal; (g) pipe fitting 
of pumps, overhead tanks and com¬ 
munity water taps and in public build¬ 
ings such as a village bath houses; (h) 
making wheelbarrows with sheet metal, 
pipe bending and use of wheels and 
bearings as purchased components; and 
(i) spray painting and brush painting. 

Not all these products or services will 
be required in all central villages in this 
country. Much will depend on the 
traditions of the area and evolving life 
styles and needs. The combination of 
the separate trades can be made in order 
to ensure the viability of the occupation. 
Machinery and equipment requirements 
for a sheet metal shop are given along¬ 
side. 

Most of the production and services 
can be done at the shop, except the pipe 
fitting jobs, which are to be done at the 
premises of the user. It will be useful 
to stock some sheet metal and pipes and 
pipe fittings, washers, taps and so on. 
A supply cooperative among units in a 
cluster of villages may be advantageous';; 


Manpower Requirements 


Labour Force Number of 

persons 

Owner, worker 

1 

Tinsmith and sheet metal workers 

1 

Gas welder and spray painter 

1 

Semi-skilled worker 

1 

TotiU 

4 


The owner should preferably have 
received training in sheet metal work in 
a vocational training centre and the skil¬ 
led workers in rural vocational training' 
eentres. —Hariif Siqgh 

mT 1, 1911 


Machinery and Equipment Requirements 


Rescript ion of equipment 


r 


^Kand shear for sheets and plates upto 3 mm 

welding machine with cutting, brazing set and oxygen 
and acetylene cylinders 
^^ortable electric drill 
[jSbldering irons, electric and furnace types 
l^ray painting set and compressor with rating of 6 bars 
J^te bending machine (manual) for plates up to 3 nun 
Ijfioll bending machine (manual) for hot and cold bending 
Straight edges, mallets, hammers, clamps, snips and 
^ cutters, punches for sheet metal work 
pimple measuring and marketing devices (scales, callipers, 
^ V scribers, angles, gauges) 

:>|^Ools for pipe work (leg or pipe vice, hacksaws, adjustable 
|!; pipe cutters, pipe threading dies, files, pipe benders, 
jering brazing, tinning tools and blowlamps 
mnd chair 

Kl 


Number 

requird 


Estimated 
price (Rs) 


1 

1 

1 

4 

1 

1 
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2,000 

6,000 

2,000 

400 

1,600 

600 


12,000 


1,600 

28,206 




9TATE OF THE 
ECONOMY 


Growth in Heavy 
Industry 

Four public sector under¬ 
takings under the Department 
I of Heavy Industry have cxcecd- 
^ cd their production targets in 
the year 1980-81. They are. 
Burn Standard and Co Ltd 
(108 per cent), Bharat Heavy 
Plate and Vessels (107 per 
cent). Lagan .lute (104 per 
cent), and Bharat Brakes and 
Valves Ltd (101 per cent). 
HMT Ltd achieved a pro- 
ditction of Rs 186.3 crores, 
84 per cent of the target, and 
Mining and Allied Machinery 
Corporation achieved 85 per 
cent of the target. Also 
> sixteen public sector enter- 
prisc.s closed the year 1980-81 
with production of Rs 1289 
crores. This was nine per cent 
higher than the production 
achieved Iasi year. In addition, 
Engineering Projects (I) Ltd, 
a consultancy-ciim-contracting 
organisation under the depart¬ 
ment achieved a total turn¬ 
over of Rs 158 crores, 10 per 
cent higher than that achiev¬ 
ed last year. 

Substantial improvement in 
production was recorded bet¬ 
ween October 1980-March 
1981 when a production of 
: Rs 789 crores was achieved 
^ showing an increase of 58 
per cent over the production 
between April 198()-Scplem- 
ber 1980. Encouraged by this 
trend and improvernent in the 
infrastructure facilities since 
Scptember-October 1980 on¬ 
wards, these units have set for 
themselves a target ofRs 1598 
crores for the year 198^1-82 
i.e. targetted growth of 24 
per cent. 

These undertakings have 
also exported goods worth 
Rs 265 crores, registering a 
M5 per cent increase over last 
year. Export orders received 
by these undertakings amount¬ 
ed to Rs 139 crores. These 


included the order worth 
Rs 50.42 crores awarded to 
Engineering Projects (I) Ltd 
for expansion of the grain 
storage silos project in Iraq. 
Heavy Engineering Corpora¬ 
tion, Ranchi and Mining and 
Allied Machinery Corpora¬ 
tion, Durgapur received orders 
worth Rs 27.78 crores and 
Rs 9.53 crores respectively for 
supply of equipment during 
1981-82 to USSR and third 
country projects being scl up 
with Soviet assistance. 

Railway Wagons 

During the year. Burn 
Standard and Braithwaites 
completed their shipment of 
wagons for Vietnam and 
Uganda Railways respectively. 
Bharat Heavy Electricals Ltd 
completed the supply and 
commissioning of2x 120 MW 
thermal power station at 
Tripoli West, Libya and the 
Wadi .Tizan electrification con¬ 
tract from Saudi Arabia.BHEL 
also obtained a first ever 
overseas consultancy contract, 
from Turkey, for setting up of 
switchgear and transformer 
facilities. 

The other major achieve¬ 
ments of these public secter 
imdertakii-gs during 1980-81 
were : Bharat Heavy Elec¬ 
tricals Ltd commissicned eight 
sets of thermal and six sets 
of hydro generating equip¬ 
ment adding 1497 MW to the 
country’s power generating 
capacity during the year. INS 
‘Taragiri’ Lcander Class 
Frigate, fitted with BHEL 
equipment, manufactured for 
the first time in the country, 
was also commissioned during 
the year. BHEL also com¬ 
pleted the testing of Fast 
Breeder Reactor Turbine for 
Atomic Plant. BHEL’s Central 
Foundry Forge Plant at 
Hardwar produced for the first 
time in the country a Francis 


Runner casting for a hydro 
turbine. 

BHEL entered into an agree¬ 
ment with Bharat Heavy Plate 
and Vessels Ltd (BHPV) for 
the transfer of know-how from 
BHEL to BHPV for design, 
manufacture and supply of 
industrial boilers upto a capa¬ 
city of 2(X) tonnes of steam 
per hour. This was the first 
successful instance of hori¬ 
zontal transfer of technology 
between two public sector 
undertakings in the country. 
Another agreement between 
BHPV and National Research 
Development Corporation was 
signed recently for transfer of 
technology for the manufac¬ 
ture of Titanium Substrate 
Insoluble Anodes. 

Bharat Heavy Plate and 
Vessels Ltd (BHPV), Visakha- 
patnam developed at their 
own site stress relieving 
technology for storage spheres 
required for refineries and 
fertilisers. They successfully 
completed, on a turnkey ba.sis, 
a 900 tonnes per day high 
purity nitrogen plant for 
Gujarat Narmada Valley Fer¬ 
tiliser Corporation. Bharauch 
with several of the critical 
equipment being manufactur¬ 
ed for the first time in the 
country. 

Indo-Sriianka Trade 

A general review of Indo- 
Sri Lanka trade relations was 
made and areas of coopera¬ 
tion in tea discussed when the 
Commerce Secretary, Mr P.K. 
Kaul, hud discussions in 
Colombo with the Sri Lanka 
Commerce Secretary, Mr 
I^kshman De Mel and Planta¬ 
tions Secretary, Mr Oliver 
Fernando. Mr Kaul was on 
a four day visit to that coun¬ 
try for high level discussions 
with Sri Lanka officials on 
commercial and economic mat¬ 
ters of mutual interest. 

Specific consideration was 
given to the follow-up action 
taken by the two sides on the 
decisions reached at New 
Delhi on the occasion of the 
visit to India in December, 
1978 of the Sri Lanka Trade 
and Shipping Minister, Mr 
Lalit Athulatumudali. Satis¬ 
faction was expressed at the 


upward trend witnessed! 
cently in two-way trade fli* 
Attention was also paid 
measures that could pro 
further momentum to biL^ 
ral commercial exchanges ^ 
to broadening the area ofec 
nomic cooperation bctw<^ 
India and Sri Lanka. 

India and Sri Lanka b 
signed a trr.de agreement; 
October 196J, wliich was . 
a general nature and did t 
specify items of exports 
imports. The same agrecnH 
continues to be in force. 1 
total trade turnover bctwfl 
the two countries in 1977r 
stood at Rs 56.58 crores. , 
1978-79 (April-Scptember),t 
total trade turnover is e| 
mated at Rs 43.27 crores, 

Soviet Assistance fs 
Coal Industry 

An agreement was sigul 
recently between Mr A.BJ 
Ghani Khan Choudh^ 
Minister for Energy, Gove 
men! of India, and Mr B; 
Bratchenko, Minister for O 
Industry, Government of 1 
USSR on the subject of fi 
thcr cooperation in the dd' 
lopment of the coal induS 
between India and the USS 
A delegation led by the So^ 
Minister was in India •: 
cenlly and during its stay i 
delegation visited the Singrg 
Coalfield, Ramgurh Mf}j 
Central Mine Planning H 
Design Institute. Ranchi a 
Calcutta. Discussions w 
held with Mr R.N. Sharn 
Chairman, Coal India Limit 
and Mr R.P. Khosla, Ad 
lional Secretary, Departmi 
of Coal, on the question 
Soviet assistance in the de; 
lopment of coal mining 
the country. 

The progress ol* work:; 
respect of the projects a Ires 
being undertaken with Soi 
assistance was reviewed. Tj 
included the work on ^ 
design and construction oft 
Jayant opencast project w 
a target capacity of 10 m.iU| 
tonnes per annum, Ramgt 
mine with a target producti 
capacity of three million U 
nes of coking coal per ann; 
and the Jhanjara undcrgroi 
coal mine with an approxind 
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K |get production of three mil- 
in tonnes per annum. 

from the above pro- 
i which work has aJ- 
i'ilidy begun, the Soviet Union 
Hi assist in the development 
Mukunda opencast pro¬ 
fit with a capacity of 12 
itaion tonnes of coal per 
t|tum. Of this, approximate- 
Hseven million tonnes will 
[isist of coking coal and 
® million tonnes of non- 
pcing coal. The project will 
fio provide for coal washcrics 
fa a captive thermal power 
iijtion of about 100 MW 
|Wcity. Another major 
iincast project being undcr- 
'^en with the Soviet assis- 
.ice is the Migahi mines in 
l(! Singrauli Coalfield which 
»1 have an ultimate produc- 
m capacity of 14 million 
Irenes and is designed to 
Jlvide coal to 3000 MW 
^iidhan Power Station. 

it 

^-UK Cooperation 

^dia and Britain recently 
^ed a series of agreements 
^dustrial, technological and 
irtntific collaboration which 
Mexpected to impart a new 
j^'th to their bilateral rc- 
'bns. Five memoranda of 
?[lerstaiKling on cooperation 
?^key sectors of the Indian 
f^omy were signed by 
Tials in the presence of 
. j Gandhi and Mrs Margaret 
J ;tcher. Injaddition India and 
* jain signed a double taxa- 
convention. Britain also 
jlttioncd two grants totalling 
3 million or Rs 169crorcs 
.jl4.5 million for the Thai 
^lizer pu>jcct and £ 37.35 
iion (matching India’s debt 
my to the UK for 1981- 
,ft>r meeting the local costs 
Agreed development pro- 

lAc double taxation con- 
JTfion expected to pro- 
a further stimulus to 
IP. development of Indo- 
^8h commei'cial links. In 
will be valuable 
Sging collaboration 
Sents between the two 
However, the con- 
I will have to be approv- 
the respective Parlia- 
bcforc it comes into 



The agreement si^ed pro¬ 
vide for collaboration and 
transfer of technology by 
Britain in coal, power, rail¬ 
ways, shipbuilding petro¬ 
chemicals and fertilisers. 

Britain and India also signed 
agreement ‘jointly to identify 
and seek early solutions to 
problems which impede im¬ 
ports from India". This is 
regarded as significant since 
India exports to Britain 
declined considerably in 1980. 

Britain agreed with India 
on the need to maintain and 
improve the open and multi¬ 
lateral world trading system 
in the liicc of protectionism. 
The two sides agreed that it 
was necessary to continue 
efforts to provide increased 
access to developing countries 
in industrial markets. Both 
Governments recognised the 
opportunities for collaboration 
between India and British 
enterprises in executing pro¬ 
jects in third countries and 
undertaking other forms of 
joint ventures. 

Lie Directed to 
Pey Bonus 

The Supreme Court has 
ordered the Life Insurance Cor¬ 
poration (LIC) to pay bonus to 
its class III and IV employees 
along with interest at 12 per 
cent per annum from the date 
it was due. The order on 
payment of bonus came in 
the form of direction to the 
Lie to implement the Supreme 
Court’s order of November 10, 
1980 requiring it to give effect 
to the terms of the settlement 
of 1974 relating to bonus. 

The payment of bonus 
would be subject to the under¬ 
taking already given by the 
employees. Under the under¬ 
taking the LIC management 
would be entitled to adjust 
against future emoluments the 
amount claimed by employees 
by way of bonus or as excess 
payment in their petitions 
challenging the law and rules 
fixing a ceiling on bonus and 
DA failed. 

In their order passed after 
hearing counsel for the 
employees and the Attorney 
General of India on behalf of 


LIC, Mr Justice A.C. Gupta, 
Mr Justice R.S. Pathak and 
Mr Justice O. Chinnappa 
Reddy recalled the court had 
on April 2,1981 suspended the 
implementation of notification 
dated February 2, 1981 until 
further order (The notification 
related to regulation of DA 
and bonus). 

By the judgement of 
November 10 the court bad 
directed the LIC to pay bonus 
at the rate of 15 per cent 
under the settlement until 
these were superseded by fresh 
settlement or by operation of 
law. 

Employees’ Strike 

It may be mentioned that 
class III and TV employees of 
the Lie throughout the coun¬ 
try were on strike since April 
2 demanding implementation 
of the court’s order regarding 
payment of bonus. In view 
of this order the strike was 
called off. 

During the hearing Mr R.K. 
Garg and Mr M.K. Rama- 
murthi on behalf of the em¬ 
ployees, referred to the various 
orders passed by the Supreme 
Court from time to time and 
submitted that the LIC had 
not honoured them by making 
payment of bonus although 
it was stated before the court 
in January that the payment 
in terms of judgement of 
November 10 would be made 
by April 15. 

Mr Garg contended that 
the LIC management had made 
a mockery of the whole thing. 
He urged the court to make 
an order for payment of bonus 
on the application which was 
filed for the purpose by the 
employees. 

The Attorney General, 
Mr L.N. Sinba, on the other 
hand, denied that any of the 
orders of the court had been 
defiled by the LIC. The terms 
of the judgement had been 
complied with, he submitted. 

He assured the court that 
any order passed by it would 
be honoured by the LIC. 

The class three and four 
employees of the Life Insu¬ 
rance Corporation of India 
called off their two-week- 


old strike and resume 
duty. 

The employees union spokes¬ 
man Mr R.P. Manchanda^ 
announced this to newsmen 
within hours of the Supreme 
Court order to the LIC 
management to pay the class 
three and four staff within a 
week 15 per cent bonus along 
with 12 per cent interest from 
the date the paymentfell due. 

Resale of Commercial 
Vehicles 

Government has issued the 
Commercial Vehicles (Restric¬ 
tion on Re-sale) Order J981, 
under the Industries (Develop¬ 
ment and Regulations) Act, 
1951. The order prohibits 
the rc-salc of new commercial 
vehicles for a period of two 
years from the date of the 
original purchase except with 
the permission of the Control¬ 
ler of Commercial Vehicles, 
appointed by the Government 
for the purpose. All com¬ 
mercial vehicles viz. Hindustan/ 
Bedford, Road Master/Pre- 
micr, TATA, Lcyland/Comct, 
Bcaver/Hippo / Titan / Viking/ 
Chccla/Taurus/Tusker, Jeep 
Truck, Hanseat 3 Wheeler/ 
Matador/Viking 4 Wheeler, 
Standard 20, Ford and Vikram 
3 Wheeler are covered under 
this order. The order comes 
into force with effect from the 
April 9, 1981. 

High-Yiolil Savings 

A new scheme of National 
Savings Certificates with a 
maturity period of six years 
and carrying a compound rate 
of interest at 12 per cent per 
annum will he introduced by 
the Government of India with 
effect from May I, 1981. The 
decision to introduce this new 
scries had been announced by 
the Finance Minister in his 
budget speech earlier this 
year. The certificates will be 
issued in two series—VI and 
VIT issues. The first series 
will he in denominations of 
Rs 50, Rs 100, Rs 500, Rs 1000 
and Rs 5000 and yield cumu¬ 
lative interest at maturity. A 
certificate of Rs 100 denomi¬ 
nation will, at the end of six 
years, have a maturity value 
of Rs 201.50 inclusive of 
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nilmsi ai ii cent per 
aonmn compounded half- 
yearly. The second series 
will be in denominations of 
Rs 100, Rs 500, Rs 1000 and 
Rs 5000. Interest on these 
certificates will be payable 
half-yearly at the rate of 12 
per cent per annum. 

The interest earned on both 
series will qualify fcr tax 
exemption under Section SOL 
of the Income Tax Act, 1961. 
For the first scries, annual 
spread-over of interest will 
be allowed for tax purposes. 

* For both series, premature 
encashment of the certificates 
will be allowed after expiry 
of three years from the date 
of purchase. In such cases, 
the effective rate of interest 
will be 9.5 per cent per annum 
compound. The certificates 
can be purchased by an adult 
individual or by two adult- 
individuals jointly. They can 
also be purchased cn behalf 
of minors. There will be no 
ceiling on the purchase of 
holding of the certificates. 
Scheduled banks, cooperative 
banks and cooperative societies 
can purchase the certi¬ 
ficates on behalf of their 
clients, members, employees 
or contractors whose moneys 
are held by them as deposit 
of otherwise. 

Details of Issue 

The deposits under the 
scheme will be accepted in 
all post offices from May I, 
1981. Pending supply of 
printed certificate forms, the 
post offices will issue tem¬ 
porary receipts for the depo¬ 
sits received which will be 
later replaced with certificates 
carrying the original date of 
deposit. As in the case of 
the exisiting National Savings 
Certificates IV and V issues, 
facilities of nomination, 
identity slip and transfer will 
be available for the new certi¬ 
ficates, Conversion from single 
holding to joint holding and 
vice versa and from one de¬ 
nomination to another can 
also be made. Under the 
Standardised Agency System, 
scheduled banks and coopera¬ 
tive banks will also be eligible 
to function as agents for 


tie iltate id the new certi¬ 
ficates. 

Trade Agraamant 
with Guatemala 

The possibilities of a trade 
agreement between Guatemala 
and India was discussed re¬ 
cently when the visiting Guate¬ 
mala Minister of Economy, 
Mr Valentin Solorzano called 
on the Union Commerce 
Minister, Mr Pranab Mukher- 
jec. The two Ministers also 
discussed the issue of setting 
up an association of cardamom 
producing countries. The two 
Ministers noted that both 
sides had submitted drafts of 
trade agreement and these 
were considered by the oflScials 
of the two countries. They 
also agreed that although 
Indo-Ouatemala trade had 
been steadily increasing, the 
volume of trades were in¬ 
significant and there was need 
to identify new areas of co¬ 
operation. 

Guatemala Minister ex¬ 
pressed interest in cooperation 
with India in the field of 
cotton textile industry. The 
Commerce Minister wel¬ 
comed this suggestion and 
said that Indian textile in¬ 
dustry had developed con¬ 
siderable expertise over the 
years, which was appropriate 
for other developing countries. 
Several textile mills with 
Indian textilem achinery had 
been established in difTcrent 
developing countries like 
Indonesia, Malaysia, Phillip- 
pines, Thailand and Bangla¬ 
desh, he added. The two 
Ministers also discussed the 
possibilities Indo-Guatemaia 
cooperation in the field of 
telecommunication. 

Regarding cardamom, the 
two Ministers discussed the 
need for setting up an asso¬ 
ciation of major cardamom 
producing countries in order 
to discourage unhealthy com¬ 
petition among the producers 
as well as to undertake joint 
market premotional activities 
for the benefit of all pro¬ 
ducer members. Mr Mukherjee 
suggested that a working 
group of the producing coun¬ 
tries may be set up for dis¬ 
cussing the formation of such 


an as^a^on. India imiii 
Guatemala are the two major 
cardamom producing coun¬ 
tries of the world with annual 
production of 4,000 to 4,500 
metric tonnes and 2,100 to 
2,300 metric tonnes respec¬ 
tively. The annual exports 
of these two countries are 
2,650 to 2,900 metric tonnes 
and 2,000 to 2,100 metric 
tonnes respectively. The two 
other major cardamom pro¬ 
ducing countries arc Tanzania 
and Sri Lanka. 

Although insignificant, 
India's exports to Guatemala 
have steadily increased from 
rupees two lakhs in 1975-76 to 
Rs 5.5 lakhs in 1978-79. Indian 
exports to Guatemala mainly 
comprised galvanised pipes 
and tubes, hosiery needles, 
trunks and suitcases, parts of 
machine tools, paints and 
varnishes, bicycle parts, agar- 
battis and handicrafts. There 
were significant imports of 
cotton by India from Guatem¬ 
ala in the year 1977-78 of 
the order of Rs 22.67 crores 
which came down to Rs 11 
lakhs in 1978-79, there had 
been no other imports from 
Guatemala over the years. 


Imported Edible Oils 

During the current oil year 
1980-81 (November 80-October 
81) as much as 450,000 metric 
tonnes of imported edible 
oils arc likely to be distri¬ 
buted through public distri¬ 
bution system to make this 
essential commodity easily 
available to the consumers 
particularly the weaker sec¬ 
tions of the society. Accord 
ing to the annual report of the 
Ministry of Civil Supplies this 
will be 96,000 metric tonnes 
more than the previous oil 
year 1979-80. The issue prices 
of these oils to State Govern¬ 
ments have been maintained 
at Rs 7.75 to Rs 8 per kg 
by the State Trading Cor¬ 
poration. The State Govern¬ 
ments have been allowed to 
recover distribution and handl¬ 
ing charges to a maximum of 
Re 0.50 paise per kg. Thus 
the consumers have generally 
to pay Rs 8.25 to Rs 8.50 
per kg for these oils which 
is much less than the market 
price of other oils. 


According tbt the report 
main objectives of the e(' 
oils policy followed by 
Government have been fin 
to make available edible 
including vanaspati in si 
cient quantities to the cifl 
sumers and secondly to may 
tain the prices of these 
at a reasonable level. Due 
a number of steps taken 
the Government these objd 
tivcsjwcre substantially achiJ 
ed when during the last fesj 
val season, despite the pei| 
demand, enough stocks 
edible oils were available 
the markets at reasonatj 
prices. 


Million-tonne Gap 

The demand for edible 03 
being much higher than t| 
indigenous availability thefl 
of the gap was met throu] 
imports of about 10 lak 
tonnes of edible oils by t 
State Trading C'orporation 
India during the oil year 197 

80. In addition to this, cc 
tain quantities were also M 
ported by private Iradfij 
against commitments made 
them earlier. 

The report goes on to i 
that the Ministry of A^i 
culture and Cooperatl 
in consultation with the Pla 
ning Commission have dra\ 
up an action plan for pr 
ducing 12 million metric to 
ncs of oilseeds during J9S 

81. The Department of Ag 
culture and Cooperation ha 
also prepared a strategy ai 
programme for development 
oilseeds in the Sixth Plan pi 
jecting an annual growth re 
of five per cent with the ai 
of achieving self-sufficiency 
edible oilsecds/oils by t{ 
end of Sixth Plan period. 

Another important mcasil 
to encourage indigenous ra 
duction of oil seeds was] 
continue, during the year, 1 
price support extended to j 
sale of certain important 1 
seeds like groundnut a! 
mustard as also soybean al 
sunflower. The support pirii 
fixed for groundnut etc dur] 
the year were higher than I 
previous year so as to ta 
into account the economics 
growth and to give sufficii 
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f ^ves to 

rate groundnut, 
maintain sufficient sup- 
of edible oils at reason¬ 
able prices, the Ministry of 
Supplies, according to 
Kbe report kept a constant 
IKatch on the supply of these 
items to the State Govern- 
'In^ts and efforts were made 
kto maximise such supplies. 

hwB LPG 
^nnections 

^ :Oil companies have planned 
fe extend Liquefied Petroleum 
SSas (Cooking Gas) marketing 
dieilities to all district head¬ 
quarters in the first instance, 
qhe facilities would subse- 
:®uently be extended to towns 
iOith a population of over 
0,000, stated the Minister 
f f Petroleum, Chemicals and 
q^rtilisers, Mr P.C. Sethi in 
|»Ajya Sabha recently. With the 
^^bilisaticn of production of 
,;ivFG in the Uran plant of the 
i >NGC, the commissioning of 
Mathura refinery, second- 
processing facilities in the 
•yali refinery and the Oil 
lia LPG plant in Assam, 
availability of cooking gas 
s expected to increase from 
le present 500,000 tonnes 
about 900,000 tonnes in 
next two years. 

JeThe Minister said that at 
?^escnt there were about 32 
to***. domestic consumers of 
gas and the Govern- 
h tent has decided lo issue one 
fjtiillion fresh cooking gas con- 
!#i#cUons. 

He said that gas agencies 
ptould be allotted in district 
iidadquarters and other towns 
the basis of anticipated 
listomer potential, proximity 
Tmarkel to source of supply, 
ilability of safe and com- 
ircial mode of transport, 
^laximum utilisation of dis- 
p|»^ibution equipment and viabi- 
of operations. 

^ modes for Caustic 
Industry 

jit An agreement for transfer 
‘ techuology for the manu- 
cture of Titanium Substrate 
Insoluble Anodes (TSJA) was 
(led recently by Mr T.V. 
nsukhani, Chairman and 

If 
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Mhaagmg pireotcir 
Heavy Plate and Vessels Limi¬ 
ted (BOTV), a public sector 
enterprise, under the adminis¬ 
trative control of Depart¬ 
ment of Heavy Industry and 
National Research Develop¬ 
ment Corporation (NRDC). 
The techuiology for design and 
fabrication of Titanium 
Anodes, which has been the 
preserve of a few firms, the 
world over, has been success¬ 
fully developed in India by 
Central Electro-Chemical Re¬ 
search Institute (CECRl), 
Karaikudi. 

The graphite anodes arc ex¬ 
tensively used in caustic soda 
industry. The search for a 
stable, permanent, metallic 
anode which can resist cor¬ 
rosion in brine solution and 
replace graphite anodes, had 
led to the development of 
Titanium Anodes. Titanium 
saves ten per cent power, 
improves anode longevity 
and eliminates contamination. 
BHPV having already deve¬ 
loped the manufacturing tech¬ 
nologies for titanium is emi¬ 
nently suited to take up the 
responsibilities for the manu¬ 
facture of high quality Tita¬ 
nium Substrate Insoluble 
Anodes in India. 

Joint Shipping 
Companies 

The Union Transport 
Secretary, Mr Mohinder Singh, 
has called upon the develop¬ 
ing countries in the same 
geographical or regional area 
to work together for the deve¬ 
lopment of a sophisticated and 
elaborate system of transport 
and communications so that 
goods and people can move 
freely and efficiently within 
a particular region, thus lead¬ 
ing to heightened economic 
activity and progress of the 
entire region. Addressing the 
ninth annual round table on 
the topic of the Cooperation 
of Developing Countries in the 
Field of Transport and Com¬ 
munications at Zagreb, Yugo¬ 
slavia, organised by ttie 
Zagreb Institute for Develop¬ 
ing countries, the Secretary 
emphasised that between 
groups of countries in close 
proximity to o^e another and 




common characteristics, there 
exists the maximum possibility 
to evolving linkages across the 
entire spectrum of develop¬ 
ment planning. The regional 
setting provides unique oppor¬ 
tunities to each country to 
relate closely to its neighbours. 
He called for greater initia¬ 
tives on the part of develop¬ 
ing countries to get-together. 


Progress of Tourism 

The question of opening 
more tourist offices in India 
and abroad is under the con¬ 
sideration of the Department 
of Tourism, according to the 
anntuil report of the Ministry 
of Tourism and Civil Aviation 
for 1980-81. This would 
ensure a more efficient opera¬ 
tional set up for promotion 
of tourism. At present there 
are 18 offices abroad covering 
the USA, the UK. Canada, 
Europe, Australasia, East Asia 
and West Asia. Besides, 
seven Tourist Promotion Offi¬ 
cers are posted in Washington, 
San Frrncisco, Miami, Dallas, 
Melbourne, Osaka and Teheran 
to promote tourism to India 
by personal contacts with 
travel trade. 

The report stated that do¬ 
mestic tourism is also being 
given consideration in the 
planning approach alongwith 
promotion of international 
tourism. The emphasis in 
the five year plan 1980-85 
will be on building tourist 
infrastructure of accommoda¬ 
tion and transport, entertain¬ 
ment facilities, development 
of selected areas as mountain 
and beach resorts for attract¬ 
ing a large volume of des¬ 
tination traffic, development of 
cultural tourism as represented 
by archaeological and historical 
monuments, development of 
wild life tourism, sports tourism 
and promotion of youth 
travel. 

According to the report, 
the planning approach will 
be to intensively develop the 
tourist infrastructure at centres 
falling along the identified 
travel circuits. Detailing some 
of the significant achieve¬ 
ments of the Department of 
Tourism, the report mentions 


through the opening of new 
hotels of internationally 
acceptable standards; the 
micro-planning of the tourist ^ 
comi^ex at Kushinagar and 
Sravasti through the National 
Institute of Design; release of 
a sura of rupees five lakhs 
to the Bharatiya Yatri Awas 
Vikas Samiti for providing 
better facilities for pilgrims 
and commissioning of the 
tourist bungalows at Mantra- 
layam and Warrangal in 
Andhra Pradesh. The report 
says that a total of 800,000 
foreign tourists, excludin \ 
nationals of Pakistan anu 
Bangladesh, visited India 
during 1980 registering an in¬ 
crease of 4.6 per cent over 
1979. The gross foreign ex¬ 
change earnings from tourism 
for the year 1980, arc esti¬ 
mated at Rs 482 crorcs at 
current prices. According to 
the report, there arc at present 
21,384 hotel rooms on the 
approved list of the Depart¬ 
ment of I’ourism. 

Names in the News 

Dr B. M. Racholia was 
elected President of the 
Bombay Management Associa¬ 
tion (BMA) for the year 1981- 
82. 

He has been associated with 
the BMA for many years in 
various capacities and has held 
many responsible offices. 
Under his chairmanship the 



Dr B. M. Racholia 

Small Scale Industries Services 
Committee has done commend¬ 
able work in the last four 
years. He is presently Senior 
Marketing Manager in Century 
Rayon. 
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Voltas 10 Enter 
Capital Market 

Voltas LiMirro will enter 
the capital market on May 6. 
1981 with the issue of I3i 
fper cent secured convertible 
• bonds of Rs 250 each for cash 
at par aggregating to Rs 300 
lakhs; similar bonds of Rs 200 
lakhs arc being offered on 
rights basis to shareholders. 
The public issue will close on 
May 16, 1981 Jor earlier at 
the discretion of the Board 
of Directors, but not before 
May 9, 1981. A sum of 

Rs 125 per bond is payable 
on application. 

As the largest marketing 
organisation in the country. 
^Voltas handles products that 
range from heavy industrial 
equipments to low cost 
consumer items, from modern 
farm equipments to house¬ 
hold products. The c('mpany’s 
distribution network is 
amongst the largest in the 
country and Voltas serve the 
needs of industry, agriculture 
and the home. 

In the field of engineering, 
the wealth of technical know¬ 
how and skills have enabled 
Voltas to undertake and 
successfully execute a large 
number of complex turnkey 
jobs. Be it a turnkey drilling 
' project in Oman or the air- 
conditioning of the Sanaa 
Hotel in Yemen, Voltas engi¬ 
neers have proved their mettle 
time and again. 

In manufacturing, too, 
Voltas has earned many 
laurels. Its air-conditioning 
and refrigeration equipments 
have become the first choice 
of discerning buyers through¬ 
out the country. In addition, 
the manufacturing base of the 
company has been recently 
enlarged, and Voltas now also 
manufacture switchgear trans¬ 
formers and motors. 

The bonds have a face value 


of Rs 250 each. Each bond 
carries an option to receive 
Ojjc equity share of Rs 100 
each of the company at par 
on the following terms : (a) 
The option to receive ore 
equity share will be exercisable 
witnin three months after the 
expiry of three years from 
the date of allotment of the 
bonds, (b) On the exercise 
of such option, the face value 
of each btu'd will be reduced 
by Rs l(K). This amount 
which will be due to the 
bondholder will be applied 
towards the price cyf one fully 
paid equity share of Rs 100 
each of the company at par 
value. Thus, there will be 
constructive receipt of Rs 100 
by the bondholder and cons¬ 
tructive payment of the same 
amount by the bondholder to 
the company towards the 
price cf one fully paid equity 
share. (c) After exercising 
the option the face value of 
each bond will be reduced to 
Rs 150 which will be repayable 
at the end of the tenth year 
from the date of allotment of 
the bonds. 

The bonds will carry interest 
at the rate of 13i per cent per 
annum which is payable on 
the face value cf the bond. 
The bonds will mature for re¬ 
payment at the end of the tenth 
year from the date of allotmciil. 
The bonds arc fully secured by 
a legal mortgage by deposit of 
title deeds on the immovable 
properly of the company and 
such charge to rank after the 
existing mortgage/charges. 

Higher Dividend by 
Blue Star 

The Directors of Blue Star 
have proposed a dividend of 
17 per cent for 1980 as against 
15 per cent paid last year. 

The company has earned a 
gross profit ofRs 1.96 crores 
against Rs 1.65 crores in the 


previous year following a turn¬ 
over of Rs 43.57 crores against 
Rs 34.83 crores, according to 
preliminary figures. 

With dcpreciatitm requiring 
Rs 20.04 lakhs (Rs 10.19 
lakhs', taxation Rs 106 lakhs 
(Rs 96.90 lakhs), investment 
allowance Rs 7.52 lakhs 
(Rs 3.81 lakhs), net surplus 
is Rs 62.53 lakhs compared 
to the previous year’s Rs 54 
lakhs. Out of this, the pro¬ 
posed dividend will claim 
Rs 23.59 lakhs (Rs 20.82 
lakhs) and a sum of Rs 38.23 
lakhs (Rs 32.47 lakhs) has 
been transferred to the 
general reserve. 

Prakash Pipes 

Prakash Pipes and Industries 
will issue OP May 12, 2.64 
lakh equity shares of Rs 10 
each at par. The piocccds of 
the fully underwritten issue 
will be utilised for financing 
piirtly the Rs 1.40 crores pro¬ 
ject being set up at Mayar 
in Haryana, about 150 km 
from Delhi, a centrally notified 
backward area, for manufac¬ 
turing rigid PVC pipes and 
pipe fittings. 

The registered capacity is 
5,500 tonnes of rigid PVC 
pipes and 1,500 tonnes of 
fittings per annum. To begin 
with, the company is setting 
up capacities for 1,500 tonnes 
of rigid PVC pipes and fit¬ 
tings. The main plant has 
been imported from Austria. 
The company has already 
started commercial production 
of rigid PVC pipes in March 
1981. The project has been 
implemented fast. Even 
though the company was in- 
corpt>raled only in July, 1980, 
the pipes section of the plant, 
constituting 80 per cent of 
the plant in terms of turnover 
has already been commis¬ 
sioned. The rest of the plant 
is expected to be commis¬ 
sioned shortly. 

The company has been pro¬ 
moted by Mr Basu Dev 
Agarwal, the founder of the 
Prakash group of companies. 
According to Mr B.D. 
Agarwal, these pipes arc used 
as substitutes for conventional 
pipes being light weight, 
durable and easy to inslal. 
The demand is mainly from 


tind public hesith departmett^ 
The company does not antt^ 
cipfite any difficulty in markel 
ing its entire production. 1 
proposes to undertake the cat 
pa ns ion from 1,500 tonnes fS 
3,000 tonnes shortly at a cos 
of Rs 85 lakhs. This will bi 
completed by January 1982 
For this, no additional share; 
are proposed to be issued. 

Wiltech India 

Promoted jointly by Asiai 
Cables Corpn and the Govern 
ment of Karnataka to undet 
take the manufacture of razp 
blades and shaving system S 
Mysore in collaboration wit 
Wilkinson Sword group c 
the UK, Wiltech India wi 
enter the capital market som 
lime in September with 
public issue of equity share 
worth Rs 1.57 crores to raifl 
a part of its project fmanci 

Known initially asKarnatak 
Blades, the company whic 
has been renamed to en 
phasise the Wilkinson coi 
nection, has made considerab 
progress in the implemcnti 
tion of its project invoJvir 
a total capital outlay of Rs J 
crores. The construction i 
plant and equipment is i 
full swing ill the UK an 
the facKry is scheduled i 
start commercial productic 
by the middle of 1982, accop 
ing to Mr George, D. Middl 
ton, group Director ' < 
Wilkinson Match Ltd, UK. 

Emphasising the scope - 
the Wilkinson collaboratio 
Mr Middleton told new 
men that the agreement pr 
vided for a continuous weekj 
check up of the quality 
the company’s blades in t 
UK to ensure that th 
measured up to the inW 
natitmal Wilkinson slandai*(j 
The com|xmy would also hit; 
the benefit of the new i<to 
evolved by the parent coi 
pany and an opportunity 
exporting semiprocessed pi 
ducts to the group's satelfl 
plants in South East Asia, 

The project will be finan<; 
partly through the total cap! 
issue of Rs 3,50 crores c 
of which the contribution 
Asian Cables and the Kart 
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Government wilt amount 
Rs 1.93 crores i.c. 26 per 
t and 25 oer cent res- 
ictively of the total issue, 
le company which has been 
censed to manufacture an- 
tually 150 million bl: des, has 
Ircady applied for permis- 
ion to double the capacity. 

^ind Thermo Prints 

Hindustan Thermo Prints, 
new company, is entering 
Kc capital market on May 
with a public issue of Rs 
0.08 lakhs in equity shares 
^ ^ Rs 10 each for cash at par. 

The company is setting up 
^Sie country’s first Rs 255 lakh 
f^roject at Sahibabad near 
]>lhi to manufacture seven 
wiflillion linear metres of heat 
^jlpansfer paper in technical 
§|pllaboration with Strachan 
Ificnshaw Machinery of the IJ K.. 
paper is used for printing 
blended fabrics with natural 
jbre less than 35 per cent. 

ll^The promoters and asso- 
’^ites have already taken up 
i)7,790 shares, and UPSIDC 
0,000 shares, while 154,140 
rjj^iares are reserved for allot¬ 
ment to the nominee of foreign 
Sollaborators. 

a Mr Jyoti Ghosh, Managing 
director. told newsmen 

f ” t the process technology, 
laimed as the most re- 
utionary of all inventions 
the textile technology in 
last decade, is economical, 
JMi-polluting and low-energy 
!*4nsuming. A laser beam for 
ftssign engraving and the 
B%|eve system for an easy and 
‘bid change-over of a design 
low costs form part of the 
^ial package to be supplied 
ithe collaborator. Out of the 
Jilting 21 such plants in the 
fid, only one has adopted 
.second generation elcctro- 
laser beam. 

biHe has started that the pro- 
tjVsed r>lant will transfer ink 
M design on the paper which 
Jl be then used by fabric 
^nting units for transferring 
Jnts from* the paper to the 

Vic. 

Ghosh pointed out 
about 30 per cent of the 
g|[Lal fabrics produced in India 
Jt marketed iji the printed 
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form, ^sed on the actual 
production statistics in the 
organised sector alone the po¬ 
tential market fo"* the com- 
p.':ny's product works out to 
27.6 million metres in 1979. 
Therefore, the company does 
not envisage any difficulty 
in marketing its products. 11 
has plans to double its capa¬ 
city next year to 14 million 
metres at an estimated cost of 
Rs 64 lakhs. 

Mahindra and Mahindra 

Mahindra and Mahindra has 
drawn up plans for modernis¬ 
ing its product range and its 
equipment and for expanding 
the pr(Hiuctior capacity over 
the next four years. It is ex¬ 
pected that, as a result of these 
plans, the equipment in both 
the automotive and tractor 
divisions will be substantially 
replaced and the Peugeot diesel 
engines will be progressively 
manufactured to replace the 
existing diesel engines. The 
capacity in the automotive 
division is expected to be 
increased to 2.^,000 vehicles 
per annum and in the tractor 
division to 15,000 units per 
annum. 

The capital cost of the pro¬ 
ject is estimated at around 
Rs 76 crores, including Rs 
21.50 crores in foreign ex¬ 
change. An application for 
financial assistance has been 
submitted to IDBI. The com¬ 
pany has also made applica¬ 
tions to the International 
Finance Corporation, Wash¬ 
ington, and ether financial in¬ 
stitutions in India. 

Giving this information to 
the shareholders at the an¬ 
nual general meeting in 
Bombay, the Chairman, Mr 
Keshub Mahindra, stated that 
in the current year so far the 
company has produced 7,410 
jeeps and 2,399 trucks against 
6,207 units and 1,532 units, 
respeclively, in the .same 
period last year. Sales have 
been 6,814 jeeps and 2,188 
trucks against 5,791 units and 
1,204 units, respectively. Pro¬ 
duction and sale of tractors 
have been 5,583 numbers and 
5,670 numbers against 4,574 
numbers and 4,315 numbers, 
respectively, for the corres¬ 
ponding period of last year. 




NOTICE 

It is hereby notified for the information of the public that The Khatau 
Makanji Spg. & Wvg. Co. Ltd., proposes to make an application to the 
Central Governn ent in the Department of Company Affairs, New Delhi, 
unt'er sub-.ection (2) of Section 22 of the Monopolies & Restrictive Trade 
Practice; Act, 1969, for approval for the establishment of a new undertaking 
(by way ofs'iifting of a part of capacity from the present unit at Byculla, 
to the proposed new place in the backward area) for the production of 
textiles with an installed capaci'y of 20,0C0 spindles, 300 looms and a pro¬ 
cessing house. 

Other particulars of the proposed undertaking areas under 


(I) Name of the propo.sed under 
taking; 

(ii) Namets) of the pcrson(s) 
or authority / ;iUthoritie.s 
proposing to establish 
the new undertaking. 
Where it is a body 
corpi rate, furnish 

details of its nianagement 
structure together with 
those of the proposed 
undertaking; 

(iii) Capital Structure of the 
appliwMiil peison or 
authority and of the 
proposed undciiakini': 

4% Tax i-rec Cumulative 

PrefciCncj Shares of 

Rs. 10 /- each: . O.OuO 

Eqiiitv Sha cs of 

Rs. KX)/- e.jch; 4,70,000 


It will be a part of the existing 
undertaking. The Khatau Maknnji 
Spg. & Wvg. Co. Ltd.. \ 

1’hc Khatau Makanji Spg. & Wvg.' 
C’o. Lid., a Company managed by 
two Managing Directors and one 
Executive Director (Whole time) 
under the superintendence, control 
and direction (f the Board of 
Dircctiirs. 

The Management structure of the 
proposed undertaking will be the 
same ns the Applicant undertaking. 


Authorised; 
Rs. 

Issued & Subscribed: 
Rs. 

.^0,00,000 

29,925 

29,92,500 

470.00,fOO 

336.655 

336,65.500 

500,00,000 


366,5S.000 


No change in capital structure, as this is a ptopo.sal for shifting. 


(iv) Prop; sed location of 
the new undertaking: 


(v) Brief outline of the 
cost of project, the 
scheme and source of 
finance: 


Mahad, Kolaba District, 

State of Maharashtra—Notified 
backward area by the State of 
Maharashtra. 

The cost will be approximately 
Rs. 1950 lacs and the .same would 
be financed by internal accruals 
and loans from Financial 
Institutions and Banks. 


Any person interested in the matter may make a representation to 
the Secretary, Department of Company Affairs, Government of India, 
Shastri Bhavnn, New Delhi, within 14-day$ from the date of publication 
of this Notice intimating his views on the proposal and indicating the 
nature of his interest therein. 


Eor The Khatau Makanji Spg. & Wvg, Co. Ltd., 
V. J. Ashar 
SECRETARY 

Registered Office: 

Launi Building, 

6, Shuorji Vallablidas Marg, 

Fort. 

BOMBAY-4(H) 038. 

Dated 22.4.81. 
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The compaeny's tolel turnover 
for the first five months of 
the current year has been 
95 crores against Rs 65 
crores previously. 

In spite of representations 
that the amalgamation of 
International Tractor Com¬ 
pany of India Ltd, fully met 
the conditions of Section 72 A 
of the income-tax Act, the 
Central Government has, by 
its order of December 1, 1980, 
turned down the company’s 
application for tax relief under 
that section. The company 
gftas, on the advice of an 
Eminent legal counsel, filed a 
writ petition in the high court 
of Delhi against the recom¬ 
mendations of the specified 
authority and the decision of 
the Central Government, the 
Directors say. 

Glaxo Interim 

The Directors of Glaxo 
Laboratories (India) Ltd have 
declared an interim dividend 
of eight per cent for the year 
ending June 30, 1981, subject 
[Jto deduction of lax, on the 
equity shares of the company. 
The dividend will be payable 
on and after May 25, next. 

Alembic Chemical Skips 

The Directors of Alembic 
Chemical have not recom¬ 
mended any dividend on pre¬ 
ference or equitv shares for 
the year ended December 31, 
1980. Last year, the company 
had paid a dividend of eight 
per cent on equity shares. 

N.l. Industries 

The New India Industries 
a Ltd, has fared better in 1980. 
^ Sales have gone up from 
Rs 17.02 crores to Rs 19.17 
crores and the gross profit 
fromRs 1.58 crores to Rs 1.75 
crores. The Directors pro¬ 
pose to maintain the divi¬ 
dend of 16 per cent for the 
year. The net profit is higher 
at Rs 42.63 lakhs against 
Rs 36.33 lakhs after providing 
Rs 48.20 lakhs for deprecia¬ 
tion (Rs 45.56 lakhs), Rs 80 
lakhs for taxation (Rs 71.50 
lakhs) and Rs 4.08 lakhs for 
investment allowance reserve 
(Rs five lakhs). The proposed 
dividend will absorb Rs 26.27 
lakhs (Rs 26.27 lakhs). The 


general reserve gets Rs 2,1.71 
lakhs against Rs 8.31 lakhs. 

Export sales have gone up 
from Rs 154 lakhs to Rs 214 
lakhs. 

The compiiny has been 
granted a letter of intent for 
expansion of spinning capacity 
from 20,520 spindles to 25,000 
spindles. Its proposal for 
foreign collaboration with 
Tiikayama Reed Co Ltd of 
Japan to update the techno¬ 
logy in the manufacture of 
reeds has been approved by 
the Government. 

Triveni Engineering Works 

Despite the very low pro¬ 
duction of sugar in the year 
1979-80 and the recession in 
the sugar mi'.chincry manufac¬ 
turing industry, Tiiveni Engi¬ 
neering Works Limited has 
slightly improved its gross 
operating profit at Rs 361.77 
lakhs as against Rs 340.94 
lakhs in the previous year. 
Interest charges amounted to 
Rs 203.21 lakhs and depieci;.- 
tion on fixed assets Lint iinted 
to Rs 125,15 lakhs leaving a 
net profit subject to tax of 
Rs 33.41 Jaklis as against 
Rs 93.83 lakhs in the previous 
year. Profit subject to tax is 
lower principally on account 
of increase in depreciation 
due to the new sugar unit at 
Kbatauli going into produc¬ 
tion. Benefit could not be 
derived from this as due to 
the draught in the year 1^79, 
there was acute competition 
for cane and the unit could 
only crush 26.59 lakh quintals, 
producing 271,480 bags of 
sugar as against 31.68 lakh 
quintals and 316,840 bags of 
sugar in the previous year. 
However, after transfer IVi'm 
development rebate reserve of 
an amount of Rs 30.42 lakhs, 
the net amount available for 
distribution is Rs 63.83 lakhs 
as against Rs 98.18 lakhs in 
the picvious year. 

The directors have declared 
a dividend of 11 per cent 
(gross) on equity capital and 
9.5 per cent (gross) (>n pre¬ 
ference shares. Total dividend 
will absorb Rs 24.01 lakhs, 
as against Rs 20.72 lakhs in 
the previous year and Rs 1.68 
lakhs has been transferred to 


Statutory Molasses Reserve. 
Balance Rs 38.14 lakhs has 
been transferred to general 
reserve. As on October 
10,1980, the net worth of the 
company amounted Rs 513.86 
lakhs as against Rs 496.23 
lakhs in the previous year. 
Orders secured during the year 
by the engineering units of 
the company amount to only 
Rs 7.00 crores whereas turn¬ 
over in the engineering units 
amount to over Rs 14 crores. 
In the first six months of the 
current year, the compjiny has 
secured orders and letters of 
intent exceeding Rs eight 
crores and expects to secure 
further orders of similar 
amount by the end of the 
year. The company secuicd 
export contracts of Rs 2.30 
crores from the Ethiopian 
Sugar Corporation and in 
addition thcrctc, has also secu¬ 
red an export contract from 
M/s K.awasaki Industries of 
Japan. 

Central India Spinning 

The sales of the Central 
India Spinning Weaving and 
Manufacturing Company Ltd 
(net of excise) for the year 
1980 were Rs 2,540 lakhs, as 
compared to those of the pre¬ 
vious year ( f Rs 2,549 lakhs. 
I'hc gross profit of the cf*m- 
pimy has, however, showed a 
modest improvement for the 
year 1980 at Rs 168.08 lakhs 
as against the previous year’s 
gro.ss profit of Rs 156.79 lakhs. 
After providing for deprecia¬ 
tion of Rs 39.55 lakhs (pre¬ 
vious year: Ps 34.61 lakhs), 
and adjusting the previous 
year’s debit balance of profit 
and loss account of Rs 14.32 
lakhs, the balance available 
for appropriation was Rs 
114.20 lakhs. 

At a meeting of the Board 
of Directors of the compJiny 
held recently, it was resol¬ 
ved to recommend to the 
shareholders a preference 
dividend of Rs ^ 300 per 
share (i.c. Rs 2.‘^0 repre¬ 
senting all the past five years' 
arid rs of preference divi¬ 
dends and Rs 50 for the year 
1980) and equity dividend 
of Rs five per share (10 per 
cent). The total dividends 
will absorb Rs 42.84 lakhs. 


The df viidendf 

payable after declaration jdffl 
the recommended dividends m 
the shareholders at the anniw 
general meeting to be hfm 
on June 30, 1981. 

Arunoday Mills 

The Directors of Arunodaj 
Mills have decided to reduC^ 
dividend from 25 per cent ti( 
20 per cent for 1980. ^ 

The preliminary figures shot 
a lower gross profit of Rs 1,11 
crores against Rs 1.67 crore 
in the previous year despit 
higher turnover of Rs 12,2| 
crores against Rs 10.70 crorei 
After depreciation (Rs 32,8 
lakhs against Rs 41.94 lakhs 
investment allowance (Rs 33.1 
lakhs against Rs 20.85 lakU 
and taxation (Rs 13.80 lakli 
against Rs 60.25 lakhs), 
surplus is Rs 32.7Q lakhs coi^ 
pared to Rs 38.87 lakhs i 
1979. 

The proposed dividend wi 
absorb Rs 14 lakhs (Rs 17.5 
lakhs). After certain adjus 
ment.s, a sum of Rs 90.^ 
lakhs (Rs 21.90 lakhs) is 1 
be transferred to the gener 
reserve. 

Swadeshi Mills 

Swadeshi Mills is repeatli 
a dividend of 20 per cent ti 
1980 fidiowing a higher proj 

The company has report 
a gross profit of Rs 1.68 cror 
against Rs 1.52 crores in t 
previous year. Sales have be 
Rs 22.43 crores agaU 
Rs 21.93 crores. With ^ 
preciation claiming Rs 946, 
lakhs (Rs 43.78 lakhs), ta) 
tion Rs 46.50 lakhs (Rs 
lakhs) and investment alio 
ance reserve Rs 17 lak 
(Rs 15.50 lakhs), there it) 
net surplus of Rs 68.31 Ia]( 
compared to the prevk 
year's Rs 56.56 lakhs, C 
of this, the proposed di 
dend will require Rs 31, 
lakhs (same). | 

'i 

Hico Products 

■ i 

The dil'cclors of Hico ^ 
ducts have recommended 
ment of an unchanged dividti 
of 16 per cent for 1980,. 

Despite higher tales . 
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ks 16.77 crores against Rs 14 
crores in* the • prffvion^ year, 
the company has earned a 
lower pre tax profit of Rs r.76 
crores against Rs 1.78 crores. 
After providing Rs 93.15 lakhs 
j|(Rs 105.19 lakhs) for taxation, 
sum of Rs 39.79 lakhs (same) 
ihas been set aside for pay¬ 


ment of the proposed dividend 
•and-Rs 38.94 lakhs (Rs 65.40 
lakhs) for transfer to general 
reserve. 

Elecon Enginoering 

The Directors of Elecon 
Engineering have decided to 
maintain dividend at 18 per 
cent for 1980. 


Htc company has earned 
a lower gross profit of Rs 3.06 
crores against Rs 4,57 crores 
in the previous year, accord¬ 
ing to brief preliminary re¬ 
sults. After providing Rs 
130.80 lakhs (Rs 107.79 lakhs) 
for depreciation, Rs 62.48 
lakhs (Rs 12.86 lakhs) for 


investment 'allowimhe reserve, 
Rs 32.70 lakhs (Rs 209.62 
lakhs) for taxation and Rs 
31.51 lakhs (same) for 
ment of the pressed divi¬ 
dend, there is a surplus of 
Rs 48.38 lakhs compared to 
the previous year’s Rs 95.39 
lakhs. 


Form II A (Rule 4A(i) of MRTP Act 1969 

The Indian Rayon Corporation Limited 

NOTl CE 

It is hereby notified for the infornmticn of the public that The Indian Rayon Corporation Ltd., Registered Ofiice 
VERAVAL (Gujarat State) proposes to make an application to the Central Government in the Department of Company 
Affairs, New Delhi under Sub-section (2) of Section 22 of the Monopolies and Restrictive Trade Practices Act 1969 for 
approval of the establishment of ii new undertaking for the production, supply and distribution of Condenser Bushings 
(1500 Nos.), Capacitive Subslaticn Equipment (1600 Nos.) and Lightening and Surge Arrestors (25000 Nos.) with an annual 
estimated turnover of Rs 5.50 Crores. Other particulars of the proposed new undertaking arc as under: 

(i) Name of the undertaking The Indian Rayon Corporation Ltd. 

(Capacitive Equipment Project). 

(ii) Names of persons or Authority proposing to est .iblish The Company is managed by the following Hoard of 

the new undertaking Directors, The proposed new undertaking will also be 

managed by the Board of Directors: 

1) Shri Aditya Vikram Birla 

2) Shri Hcmnntkumar J. Vaidya 
.1) Shri Rawal Madan Singhji 

4) Shn Dilip Shaniram Dahanukar 

5) Shri Ravi Shankar S. Bhail 

6) Shri Jean L. Duplant 

7) Shri Behari Lat Shah 

(iii) Capital Structuie of the applicant: 

Authorised Numbers Rupees 

Equity Shares of Rs IC/-each 60,00,OOO 6,00,00,000 

Redeemable Cumulative Preference Shares of Rs 100/- 

each. 4,00,000 4.00.00.000 


issued, Subscribed and fully paid up: 

Equity Shares of Rs 10/- each fully paid up 
Redeemable Cumulative Preference Shares of Rs 100/- 
cach, fully paid up: 

10% ‘A* Series 
11 % *B* Scries 
11% ‘C’ Senes 


(iv) Proposed location of the new undertaking 

(v) Brief outline of the cost of project, the scheme and 
source of finance. 


Numbers 

Rupees 

60,00,0(J() 

6,00,00,000 

4,00,000 

4,00,00,000 


10,00,00,000 

4.1,77,060 

4,17,70,600 

oc 

66,52,000 

18.41,000 

24,68,900 


5,46,34.500 

HALOL, District Panchmahal (Gujarat) 
Outline of the cost of Project: 

Rs in lakhs 

Land including development 

Building 

Plant & Machinery 

Others including margin for working capital 

25.00 

50.00 

275.00 

250.00 


600.00 

Scheme & Source of Finance 

Foreign C'urrcncy Loan from ICICI 

Loan from SFC 

Two Years erm Loan from Bank 

Working Capital from Bank 

Internal Accruals 

125.00 

60.00 

90.00 

175.00 

150.00 

Total 

600.00 


Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
G.ivernmcni t)f India, Shastri Bhavan, New Delhi within 14 days from the date of publication of this notice, intimating his 
views on the proposal and indicating the nature of his interest therein. ' 

For the Indian Rayon Corporation Ltd 
(B.L. SHAH) 

Dated 20th day of April, 19K1. Director 
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April 30 

Members of the major opposition 
groups in the Lok Sabha walked out in 
protest against the Speaker’s refusal to 
^ allow their adjournment motion on the 
summary dismissal of five top Air-lndia 
officials. 

The Minerals and Metals Trading 
Corporation reduced the price of tin by 
Rs 3,000 per tonne and increased the 
price of electrolytic high grade zinc and 
special high grade zinc by Rs 750 per 
tonne. 

M«y 1 

The wholesale price index (Base 1970- 
71 *= 100) rose to 274.7 during the week 
ended April 18, showing an increase of 
18.2 per cent over the previous year. 

India to move the Asian Develop¬ 


ment Bank for a $2 billion loan to 
finance development programmes. 

The national executive of the Janata 
Party elected six Parliamentary Board 
members, namely Mr Morarji Desai, Mr 
N. G. Gore, Mr Piloo Modi, Mr Ram- 
dhan, Mr Mohd Ismail and Mr S. N. 
Sinha. 

May 2 

Mr P. C. Alexander took charge as 
the Principal Secretary to the Prime 
Minister. 

Mrs Indira Gandhi supported the po¬ 
licy of reservation and added that it 
could not be kept for all time to come. 

Mr Y. S. Parmar, former Chief 
Minister of Himachal Pradesh dead. 

President Heng Semrin of Kampuchea 
re-elected in the recent general elections. 


Muslims In Bombay took ont a 
cession to protest against the Sau 
Arabian Government's decision todeffil 
fish *Ounbad Khizra* under the f 
leged pretext of expanding the Nabi 
Masjid. ' 

May 3 

Noted film actress Nargis Dutt, M.] 
died in Bombay. 

Romania offered to set up a pellf 
plant in India with buy-back arrangj 
ments. 

May 4 

Violence continued in Bihar ShaH 
area on the fifth day and the to 
mounted to 43. 

The Pound Sterling became cheaps 
by 15 paise following the upvaluation < 
rupee by 0.85 per cent, giving a middl 
rate of Rs 17.75 per pound. 

Nagaland appeared for the first J 
on the oil map of the country with th 
recent trial production of oil at th 
Champang oilfields. 

Tha Goverumeut decided to raise th 

minimum wages in the mining industrie 
by 16 per cent according to the Uoioi 
Minister for Planning and Labour, M 
Narayan Dutt Tiwari. 

May 5 

Sales of special bearer bonds npti 
April 30 amounted to Rs 357.19 crore 
according to provisional figures releases 
in the Rajya Sabha. 

A bill to enable the Government b 
acquire the Dalmia Dadri Cement Lh 
in Haryana and transfer it to the Cemen 
Corporation of India introduced in thK 
Lok Sabha. 

Cenvicted Irish Republican Ann^ 
Guerilla Bobby Sands died after 66 day 
of hunger strike in a prison in Britisl 
Northern Ireland. 

The Pound-Sterling has became chea 
per by 15 paisc following the upvalua 
tion of rupee by 0.85 per cent. iSii 
middle rate was fixed at Rs 17,^ 
per pound. 

The Prime Minister, Mrs 
Gandhi, arrived in Qaneva to 
the World Health Organisation 
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Black Isn’t Beautiful 


{iTiiE SCHEME to mop up black money through bearer bonds has 

i f laot quite been a failure, despite newspaper talk of a flop. The 
I #cheme is estimated to have yielded around Rs 360 crores, 
against the Finance Minister's hope of Rs 1,000 crores. 
•Mr Venkalaraman had warned that if the scheme failed, he 
ji Inight be forced to resort to taxation and other means to bring 
{Jthe budgetary deficit under control. The stock markets have 
\ ttaken fright at this, and share prices have crashed. But this 
Ij kind of gut reaction is naive. Intelligent people would be well 
5 advised to snap up bargains in the falling market, as there is a 
I kery decent chance that the black bond scheme will be revived 
f kad will ultimately come quite close to its target. 

I j The truth is that the response of the public has been quite 
j jmcouraging considering the legal doubts surrounding the 
I scheme. The Supreme Court is yet to pronounce judgement 
I the validity of the bonds, so that anybody buying the bonds 
swfore the deadline of April 30 has taken a risk. If the 
t jSupreme Court strikes down the scheme, all bond-holders will 
I jbe up the creek. 

In theory, they can return their bonds and get their money 
i jback. But if (lie bond scheme is struck down, it follows that 
I jthey will also lose their immunity against prosecution, and can 
Jbe asked to account for their funds. Jn such circumstances 
jit will take considerable courage for a bond-holder to ask for 
jhis money back. There can be no question that a very large 
jnumber of black money holders have stayed away from the 
]bond counters because of legal doubts. In such circumstances, 
jit is quite creditable to have attracted something like Rs 360 
jerores. 

! Officials have emphasised that the scheme has not been 
; jwound up -it has merely been suspended. This suggests that 
khe Government will revive the scheme after the Supreme Court 
"Itferdict. If the Court finds some slight infirmity in the scheme, 
TO appropriate amendment may be ordered at the time of 


revival. A problem will arise only if the Court holds that the 
bond scheme amounts to illegal discrimination between honest 
and dishonest taxpayers. Such a judgement would make it 
impossible to revive the scheme in any form. But that seems 
a very remote possibility. After all, there have been any 
number of schemes in the past which have enabled people to 
change black money into white, whether through voluntary 
disclosure, the Settlement Commission, or gold bonds. None 
of these schemes was ever held illegal though all of them 
discriminated between honest and dishonest taxpayers. The 
Supreme Court may almost cavil at one or two provisions of 
the black bonds scheme, but will almost certainly legitimise 
the Government's authority to give immunity to bond subs¬ 
cribers. 

In such circumstances, a revival of the scheme should bring 
in a fair response. It is worth pointing out that the target for 
bond sales in the current financial year is only Rs 800 crores, 
and the realisation has been around Rs 280 crores. If the 
revival of the scheme brings in no more than Rs 300 croresr^^ 
it will still have come reasonably close to the target. This is 
why it would be premature to write off the scheme as a failure. 

Some Jeremiahs see another possible danger. Mr Venkata- 
raman has repeatedly told Parliament that the bond scheme 
will end on April 30. Having given such an assurance, can ho 
revive the scheme? Will that not make him guilty of breach 
of privilege of Parliament? 

Such fears are naive. As a general said after the 1971 
Bangladesh war, ‘Tt is given to some to die for their country 
and to others to lie for their country**. Both actions are 
considered equally meritorious by Governments. The Congress 
holds a massive majority in Parliament, and there is not the 
slightest chance that the Opposition can successfully move 
a motion of breach of privilege against a Cabinet Minister. Jn 
any case, it would be wrong to jump to the conclusion that 
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Mr Vcnkataraman has really misled Parliament. No doubt 
he said that the scheme would end on April 30, but he could 
make out a case that he has lived up to his commitment, and 
that he did not specifically rule out the revival of the scheme. 

The response to the bond scheme so far proves that earlier 
criticisms regarding the low rate of interest (less than 2% 
per year) were ill-informed. A bond of Rs 10,000 will have 
a face va’ue of only Rs 12,000 on maturity. But it is now clear 
that on maturity the bonds will command a considerable 
premium on the open market. According to some financial 
experts, the premium on white money over black money is 100 
per cent. In that case, the open market price of a black bond 
on maturity could be around Rs 24,000. That gives it an 
effective interest rale of 10 per cent compound. But open 
market sale will convert the bond-holder into a black money 
holder again. A 10 percent interest rate for a safe black 
money loan is not all that attractive. Interest rates of 24 to 36 
per cent are available in the black money market, though such 


loans carry the risk of default. So the black bonds are by Ik 
means a bonanza, but have some attactions. Perhaps |l 
most appealing part of the bonds is that they can be used i 
create a new corpus of funds in the names of minor childid 
and grandchildren, escaping giR tax and estate duty. 

Suppose that even a revived bond scheme fails to net mo® 
than Rs 500 crorcs or so. What next? Mr Vcnkataraman hist 
threatened taxes, but in fact his distaste for duties is wbl 
known. Indeed, he has frequently aired the theory that cxcis 
duties arc inflationary, and that the solution to revenue gaps i 
to increase production rather than duties. It hardly seem 
likely that he will rush in for a fresh dose of taxation if tK 
bonds fail to fetch Rs 800 crorcs this fiscal year. It is far mofi 
likely that he will let the shortfall be reflected in a biggs 
budgetary deficit. Mr Vcnkataraman has his expert hand oi 
the public pulse, and knows that deficit financing is far mo® 
popular than taxation even if they have the same inflationar; 
potential. 


Resort to ADB 


Tin: Asian Development Bank has been informed that India 
may have to borrow from its ordinary capital resources in 
1983 and its “soft-lending window*' the Asian Development 
Fund—from 1986 onwards. This marks the end of the self- 
restraint imposed by this country, which is one of the large 
subscribers to the Bank’s capital. The step has been taken in 
view of India's growing adverse trade balance; the steady 
erosion taking place in the real development aid received from 
the Aid-lndia Consortium; the likelihood of soft loans from 
the World Bank dwindling in favour of China; the renewed 
preference of countries like the United States for bilateral 
rather than multilateral assistance; and the massive require¬ 
ments of funds for making structural adjustments to meet the 
►energy crisis. Financial stringency in some key sectors— 
oil and aluminium, for instance—has already compelled India 
to go in for commercial borrowings from the world capital 
markets carrying interest as high as 17/18 per cent per annum. 
Endeavours are being made to interest the oil-rich West Asian 
countries in investments in India, besides impressing upon 
them the need for assistance under their programme of aiding 
the developing nations hard hit by the jacking up of oil prices. 

It goes to the credit of the Government of India that despite 
financial constraints, it has so far refrained from approaching 
the ADB altogether for funds and has proposed resort to soft 
loans from this source —akin to IDA - only in the second half 
»Qfthc current decade. Assistance from the ADB has been 
sought both from the ordinary capital resources and the 
soft-lending window—and granted by it—even by such countries 
as the Philippines, South Korea, Indonesia, Singapore, Taiwan 


and Pakistan, which have not only much higher per capitl 
Gross Nation?! Product than India but also have been thi 
recipients of larger global per capita assistance. Some o 
these countries are even better placed in respect of balance o 
payments. 

Assistance from the ordinary capital of the ADB, whie 
currently carries interest at the rate of nine per cent per annuni 
is to be taken only from 1983 onwards. The sounding has beei 
made well in advance because of the tight financial resource 
of the Bank. It is to be hoped that India's pica will be takes 
into account while the ADB arranges additional funds for tht 
period 1983-87, by the end of which, on current reckoning, the 
borrowing member-countries’ aggregate external resource! 
requirements at current prices would grow to S5() billion from 
S27 billion in 1980. 

It is encouraging to note that the ADB has been steadilj 
improving its loan approvals over the years. The approvals 
granted last year aggregated to USS1435.72 million as againsi 
$1251.58 million in 1979. A major portion of the asssistancfl 
provided has been to the agriculture, energy and transport 
sectors. The cumulative approval upto 1980-end was $8093.2 
million. Of this, $6,592 million constituted effective loans'j 
Disbursement has grown steadily to $3042.4 million—46 p|i|| 
cent of the effective loans. Disbursements from ordiniiry 
capital resources have been $2,304.7 million and from tbc 
soft-window $737.7 million. Of the 455 projects approved fot 
assistance till the end of 1980, 152 have been completed. The 
technical assistance programme also has been steadily ex]>anded. 
India plays a significant role in this, 
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Debellion is bloody, vicious, murder- 
ous—and romantic. This explains 
the extent and intensity of the lament in 
India for Bobby Sands, the Irish rebel 
who fasted to death in a Belfast prison 
demanding special status for fellow-priso¬ 
ners belonging to the Irish Republican 
Army. Even Mrs Gandhi appealed to the 
British Prime Minister to give in and save 
the Irishman's life. There have been edi¬ 
torials galore in Indian newspapers con¬ 
demning Mrs Thatcher’s “terrible deed” 
while being terribly indulgent towards 
l^r Sands’ own terrorism. 

One reason for this is the old bond 
between Ireland and India as the first two 
countries this century to throw off the 
yoke of British rule. Bobby Sands’ death 
revives memories of Jatin Das, who died 
fasting for better prison conditions fifty 
years ago. Indeed, Ireland and India 
have always been the twin champions of 
the world where fasting is concerned. 
Mahatma Gandhi was our star performer 
for decades, although none of his fasts 
ended in death. Potti Sriramulu and 
Darshan Singh Pheruman were less fortu¬ 
nate, and could have learned a thing or 
two from that canny Sikh duo of Master 
Tara Singh and Sant Fateh Singh. Ireland 
has exploited the political fast even better 
than India ’-Bobby Sands is the thirteenth 
Irishman to fast to death. 

Mrs Thatcher refused to give any more 
concessions to what she called a common 
criminal. Mr Sands was if anything a 
most uncommon criminal, who was able 
to get elected to the House of Commons 
even while serving a 14-year prison sen¬ 
tence. But having said that, it does not 
follow at all that he was entitled to spe¬ 
cial status. When Mrs Gandhi made her 
flowery speech in Parliament about Bobby 
Sands, Mr George Fernandes was quick 
to ask, on similar grounds, for the release 
of a Mfaxalite prisoner who was sick and 
aietut; Mrs Gandhi wriggled out of 


this by saying that the Naxalite case was 
different. 

No two cases arc identical. But it is 
sheer hypocrisy for our politicians 
and journalists to wink at political vio¬ 
lence when it suits them and condemn it 
when it does not. Mr George Fernandes 
himself was guilty of political violence in 
the Baroda Dynamite plot. Did Mrs 
Gandhi arrange any special status for 
him? Or would she like us to believe 
that he would have got it if only he had 
fasted for it? The truth is that the only 
special status his family got was the beat¬ 
ing and torture of his brother, Mr Law¬ 
rence Fernandes. Mr George Fernandes 
was no more a common criminal than Mr 
Sands. Both believed in violence to attain 
political goals. Yet Mrs Gandhi’s heart 
bleeds for Mr Sands whereas it positively 
bristled with anger against Mr Fernandes. 
Terrorism seems so much less romantic 
and idealistic when it is aimed against 
you! 

M r Fernandes’ case is not an isolated one. 

The Naxalitcs have always murder¬ 
ed people out of sheer political idealism. 
Muslims have been killed by RSS hood¬ 
lums in the honest belief that they are 
being patriotic. Nathuram Godse shot 
Mahatma Gandhi in a spirit of self-sacri¬ 
fice, accepting the hangman’s noose as 
the price for ridding the world of what he 
considered the greatest enemy of the 
Hindus. 

None of these people were common 
criminals. But it would be inexcusable to 
give them the kind of special status accord¬ 
ed to politicians who court arrest in 
peaceful demonstrations. It is one thing 
to block a road as a political protest and 
quite another to shoot people. No doubt 
it is a weight on one’s conscience to deal 
harshly with idealists. But in fact there 
is a much better case for being tough on 
political criminals than on common crimi¬ 
nals. Imprisonment under the law has 

llSl 


two aims—^reform and deterrence. Pff 
is far less likely to reform a poll 
criminal than an ordinary one. All 
therefore, deterrence is the main ait 
imprisoning a political criminal, how ^ 
it make sense to treat him with kid gU 
and enable him to win political victici 
from jail? ; 

¥ doubt if Mr George Fernandes wt 

agree with me. Law and order, : 
terrorism, seems much less appeg 
when it is directed against you. But 
society can survive if it is indul] 
towards violence. 

If ever the antics of our politic 
make you despair, you can comfort y< 
self by looking across the border 
politicians in Pakistan. They are so 
our superiors in inanity. Consider 
following news item in the Islama 
newspaper, “The Muslim.” 

Music Craze Impeding National Prog 

Rawalpindi, March SO—Raja Zaj 
Hag, the Information Minister, said to 
that Pakistan cannot become n j 
Islamic welfare State if its citizens cc 
nue listening to music from morning 
night 

He was speaking at the Parents* i 
Junction of St, PauVs School. 

Raja Zafar regretted the brisk; 
of casettes, and said this way of life Wi 
never help Pakistan become a stn 
independent and sovereign nation. 

No doubt the honourable Mini 
believes that Vividh Bharati is an Inc 
plot aimed at undermining PakisiS 
independence and sovereignty. He; 
bably regards the popularity of lii( 
films in Pakistan as further evident 
our hegemonistic intentions. I am 
that he was given his come-uppan^ 
the schoolchildren of St. Paul’s, i 
his long harangue against music, rep 
“The Muslim”, 

The children presented songs and ai 

—Swnminathaii S. 
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Lessons from tim States 


TAUSm works better than socialism, 
iltsm with a purpose can succeed 
I aimless feudalism fails. Tourism is 
but neglected industry. These are 
elusions that emerge from a study 
i performance of the States in the 

discussing policies appropriate 
Ddia, some commentators claim that 
fSells which have succeeded in other 
fjird World countries have no meaning 
llitfais country, because it is so big and 
l^^tions are so different here. How- 
|!^ it can scarcely be argued that poli- 
Iri which have succeeded in some parts 
l ^dia have no meaning for other parts. 
1'^ relevant to study which States have 
I best and worst in the 1970$ and to 
policy lessons accordingly. 


Statistical Problems 

lere are considerable statistical pro¬ 
in making such a study. Each 
Statistical Bureau produces its own 
i 7 ii 6 S» and the methodology followed is 
| t|tlways the same. But our statistician, 
Vaidyanathan, has compiled the 
|ws for this article culled from various 
Government sources. It would be 
leading to compare absolute levels of 
fJI’ODP of States, as the methodologies 
But it is quite legitimate to com¬ 
fit the growth rates of the GDP and 
ll^pita income of each State. The 
IlSdd taken for comparison is 1970-79, 
both the base year and terminal year 
bumper rainfall years, and hence 
ride a sound basis for proper assess- 

results will doubtless make many 
^rvers blink with surprise. Leading 
j table in annual growth rates are Goa 
j»%), Kashmir (6.3%), Delhi, (6.0%), 
jjiaipur (5.7%), Haryana (5.3%), Punjab 
11 Maharashtra (5.0% each). At the 
Vjy bottom are Rajasthan (1.7%), Kerala 
Madhya Pradesh (2.0% each). West 
llgal (2.8%) and Bihar (2.9%). 

leading symbols of free enterprise— 
Maharashtra, Coa>-are all near 
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the top. The two great proponents of 
Marxism—Kerala and West Bengal, linger 
near the bottom. All the three top States 
happen to be tourist centres, though in 
Delhi's case the **tourists*' are in subs¬ 
tantial measure businessmen in search of 
licences and permits. Kashmir is a feudal 
State run with an iron hand and has done 
very well. Rajasthan and Madhya Pradesh 
are feudal States run without direction, 
and have fared very badly. 

In all the economic analyses of India, 
Goa and Kashmir have rarely found men¬ 
tion. But they are at the top of the list, and 
need a closer look. Goa is a haven of free 
enterprise. But is certainly not a propo¬ 
nent of breakneck industrialisation. 
Indeed, it has been very worried about 
industrial pollution and has actually refus¬ 
ed to have an oil refinery, at a time when 
other States are offering all sorts of con¬ 
cessions and desperately pulling political 
strings to get projects regardless of their 
economic viability. Goa has concentrat¬ 
ed on tourism, and has emerged a clear 
winner. It is worth noting that tourism is 
an extremely labour-intensive industry 
with a wide economic multiplier. By con¬ 
trast heavy industry yields few jobs and 
has a small multiplier, particularly in the 
case of chemical industries. Bihar is a 
classic example of the failure of heavy 
industry to spur growth. 

Striking Contrast 

Goa's iron ore industry has remained 
in private hands, while mines in the rest 
of the country are dominated by the 
public sector. Goa mine-owners are 
making handsome profits while the Natio¬ 
nal Mineral Development Corporation 
(in charge of public sector mines) is in 
the red. Of course Goan exporters of ore 
have a great advantage in being located 
so dose to a major port. But it is worth 
noting that the Daitari and Barajamda 
mines are a reasonable distance from 
major ports like Paradip and Haldia, 
yet fare poorly. And of course Goa’s port 
labour has not caught the disease which 
infects dockers in West Bengal. 


Kashmir is an enigma. It is a State 
where the Chief Minister has always reig¬ 
ned supreme, and not a dog barks without 
his knowing it. Political patronage 
counts for a great deal. And yet Kashmir 
is the first State to have implemented 
land reforms, showing a political will that 
others have lacked. The tourist industry 
and agriculture is a classic case of private 
enterprise backed by State help, in con¬ 
trast to New Delhi's constant efforts to 
hamper industrial growth through con¬ 
trols. The efficiency of the administra¬ 
tion has now encouraged a series of big 
business houses to enter Kashmir. No 
doubt the large army presence in Kashmir 
adds to its income, and the State gets a 
disproportionately large share of Central 
assistance in view of its strategic impor¬ 
tance. But there can be no denying the 
role that benevolent feudalism has played 
in its economic development, even though 
the feudalism has been far from benevo¬ 
lent in political terms. 

Punjab’s Example 

Punjab is the home of capitalist farm¬ 
ing. But it is much more than that. It 
has provided transport and power to near¬ 
ly all its villages, built schools everywhere, 
and provided agricultural extension ser¬ 
vices which are unmatched anywhere in 
the Third World. Despite the near absence 
of heavy public sector industries or indus¬ 
trial raw materials, it has built up 
flourishing small and medium industries 
based on entrepreneurship and the deve¬ 
lopment of the local market. Punjab 
highlights the need to develop small 
towns rather than metropolitan ones as 
centres of industry. 

Maharashtra is the true business centre 
of India. But Bombay is only part of the 
explanation for Maharashtra's good per¬ 
formance. The efficiency of the State’s 
sugarcane production bears testimony to 
the fact that cooperatives, which are 
thinly disguised versions of capitalist 
farming, can succeed with a vengeance 
where there are enterpdaing fiimiers. 
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Mfthamhtra*s iknners have also made a as well as Maharashtra’s. Groundnut The performance of Delhi and 
huge success of long-staple cotton and yields have remained static in the coun- has got exaggerated because of tl^ 
onions. It is worth noting that Gujarat, try’s biggest producer of groundnuts, growth of population. Perhaps a 
also one of the traditional havens of pri- Perhaps the new oilseeds project launched picture is obtained by looking 
vate industry, has performed only mode- by the National Diiry Development growth of per capita income iil;% 
ratelywellin the 1970s with an annual Board will do for groundnuts in the States. This does not change the. 
growth rate of 4.1 per cent. This is 1980s what high-yielding wheat has done all picture much, but Delhi and Mai| 
because Gujarat’s farmers have not done for Punjab in the 1970s. fall down the list quite a bit. The^! 

Growth Rates in the Different Indian States During the Seventies 


SI. 

No. 

Slates/Union Territories 

1971-72 

Percentage Variation over the Previous Year in 
Total Net DomesticProduct (At Constant Prices) 

1972-73 1973-74 1974-75 1975-76 1976-77 1 977-78 

1978-79 

Average Ann 
Perc’cntBgis; 
Change/jj 

-- '-f 

1970-78 197^ 

1 . 

Andhrjv Pradesh 

3.1 

- 7.8 

19.3 

2.6 

1.6 

- 8.8 

12.5 

9.5 

3.2 J 

2 . 

Assam 

4.) 

3.6 

2.1 

0.6 

10.0 

1.0 

8.4 

1.2 

4.3 

3. 

Bihar 

2.8 

- 0.4 

- 1.7 

5.1 

6.6 

4.2 

4.0 


2.9 S 

4. 

Gujarat 

3.2 

- 20.4 

22.7 

- 14.8 

26.0 

3.9 

5.2 

6.8 

3.7 ; 

5. 

Haryana 

2.7 

-0.8 

2.4 

1.6 

12.8 

8.0 

5.2 

10.4 

4.6 


Himachal Pradesh 

2.3 

0.6 

5.8 

Neg. 

11.2 

- 5.3 

8.5 

3.4 

3.3 

7. 

Jammu and Kashmir 

3.9 

4.0 

8.8 

5.0 

3.8 

7.7 

5.5 

11.7 

5.5 '1 

8 . 

Karnataka 

1.9 

. 6.1 

16.8 

—1.3 

2.8 

-8.2 

16.8 

2.4 

3.2 

9. 

Kerala 

5.1 

2.2 

0.6 

2.2 

1.3 

- 2.0 

4.5 


2.0 1 

10 . 

Madhya Pradesh 

7.1 

- 3.8 

2.8 

- 1.0 

4.6 

4.3 

15.8 

- 5.3 

3 0 

11 . 

Maharashtra 

3.2 

3.3 

12.5 

6.6 

5.8 

6.1 

5.8 

3.5 

5.2 i 

12 . 

Manipur 

6.9 

0.2 

20.9 

10.6 

2.2 

1.0 

9.3 

■ 5.5 

7.2 J 

13. 

Orissa 

—8.0 

7.6 

7.6 

- 9.2 

17.4 

- 12.1 

18.6 

5.0 

3.1 i 

14. 

Punjab 

3.6 

3.0 

4.2 

2.3 

6.6 

5.0 

7.6 

7.5 

4.6 i 

15. 

Rajasthan 

- 12.6 

-6.5 

14.1 

- 7.7 

13.2 

6.1 

1.1 

5.7 

1.1 1 

16. 

Tamil Nadu 

5.2 

0.4 

4.6 

- 13.1 

12.3 

0.1 

11.4 

10.7 

3.0 i 

17. 

Tripura 

9.1 

—14.0 

28.6 

4.6 

4.2 

11.0 

1.3 

2.5 

.5.1 i 

18. 

Uttar Pradesh 

-5.6 

5.9 

-4.6 

4.4 

8.8 

2.9 

7.0 

4.6 

in 5 

19. 

West Bengal 

3.4 

- 2.8 

3.3 

4.8 

6.2 

0.8 

6.8 

- 0.4 

3.2 

20 . 

Delhi 

7.8 

2.6 

3.5 

4.3 

9.8 

8.3 

7.1 

4.2 

6.2 } 

21 . 

Goa, Daman and Diu 

13.7 

0.8 

4.6 

15.3 

8.4 

3.1 

6.2 




•For want of relevant data the figures for 1970-78 have been repeated. 






c Goa (5.1%). Kadiinir (3.6%). 
(3.0%). MahamshM (2.9%) and 
|fma (2.6%). The bottom of the 
|;4oes not change much either. We 
|- Rajasthan (minus 0.9%), Madhya 
^ (minus 0.6%), Kerala (minus 
f|)and West Bengal (0.5%). 
toes not follow automatically that 
xist-ruled State performs badly, 
contrary, it might be cogently 
that it is poor-performance States 
id to vote Marxist. In practice, 
piw) trends seem to reinforce each 
in a vicious circle. West Bengal and 
liila have both witnessed spells of non- 
Ijpiunist rule or rule by coalitions, 
performance has been no better 
non-Marxist Governments than 
Marxist ones. 

some ways, Kerala and West Bengal 
i^les apart. Kerala has fully imple- 
|ited land reforms, eradicated large hold- 
raised the basic agricultural wage to 
1^1 levels, provided an astonishingly 
||t level of literacy and health services, 
||‘bttilt up a good transport network, 
ft Bengal has done none of these. But 
3es have the advantage of a big nu¬ 
lls of industry, which is by no means 
Jthy but still ranks as the second big- 
i^Complex in India after Bombay. The 
jljty of the civil administration is far 
in Kerala than in West Bengal. 




5 ih have a very high density of popu- 
but Kerala has lov/cred its popu- 


5}pn growth and infant mortality to 
'jlost the lowest in India, while West 
^|iga] is a laggard in both respects. 

Major Differences 

lllitus there seem to be far more diffe- 
l^besthan similarities between the two 
P^jtes. Yet both are Marxist strongholds 
both are poor economic perfor- 
Why? One obvious reason is labour 
f^tancy. It matters little whether the 
jjjiSgTess or the Marxists have been in 

! ^r. Both have competed fiercely for 
||)ur support, and neither has cavilled 
Sthc use of goondns and strong-arm 
ijjtics. Neither has hesitated to sabo- 
jf jjp the attempts of the other to improve 
ll^iiomic performance, the classic exam- 
being the continued degeneracy of 
^J^cr generation in West Bengal. The 
^>ur bias has in turn been reflected in 
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a hostile attitude towards private busi¬ 
ness. 

These policies have served the States 
poorly. It is truly astonishing that 
Kerala’s outstanding record in social 
improvements has yielded so little by way 
of economic results. Its rice yields are 
poor despite land reform, and the rural 
population remains steeped in poverty as 
before, remittances from the Gulf not¬ 
withstanding. A clue to the problem is 
labour militancy. Farmers find labour so 
troublesome to handle that they prefer 
less labour-intensive cultivation even at 
the cost of a lower yield. The daily wage 
rate of agricultural workers is high, but 
they get employment for fewer days now. 
A similar situation exists in industry. 
Kerala is the only State in the country 
to have an eternal power surplus, it has 
excellent transport, a literate and hence 
well-endowed labour force. And yet pri¬ 
vate businessmen arc reluctant to move 
into the State because of the struggles 
that will follow with labour and an un¬ 
sympathetic State Government. 

Poles Apart 

Kashmir and Kerala are the two States 
where land reforms are an accomplished 
fact. But Kashmir is striding ahead 
while Kerala remains in the doldrums in 
agriculture. Kerala’s yields are not show¬ 
ing the kind of improvement registered in 
Kashmir, or for that matter in landlord- 
infested States like Maharashtra and 
Tamil Nadu. Kashmir is a feudal Slate 
despite land reforms. Political patronage 
is all-important for business, particularly 
lucrative areas like transport and forest 
contracts. Workers in the handicraft 
and tourist industries are still dominated 
by rich traders and entrepreneurs. This 
has not prevented a quite visible trickle 
down to the bottom. In Kashmir there is 
no basic shortage of roti, kapda and 
makan. Like Punjab, it seems to demons¬ 
trate that the benefits of economic growth 
do trickle down provided there is enough 
of it. But the growth itself depends on a 
system that is interested in results, and 
pays attention to rural reform. 

Rajasthan and Madhya Pradesh are two 
feudal States that have rarely seemed 
interested in results. Both arc States for¬ 
merly dominated by princes, both have 
large land areas and relatively thin popu¬ 


lations with poor transport and communi¬ 
cations. The annual growth rate of Madhya 
Pradesh was only 2.0 per cent in 1970-79, 
but if one shortens the time period by 
just one year, it rises to a much better 
3.0 per cent. In the terminal year of our 
study, when there was bumper rainfall in 
almost all parts of the country Madhya 
Pradesh had subnormal rains. 

Growth rates are hardly better in Uttar 
Pradesh and Bihar. What all these areas 
have in common is the lack of purposeful 
Government. State Governments in these 
areas have been notorious for in-fighting 
and palace coups, and the distribution of 
patronage has invariably taken precedence 
over attempts at economic development. 
Feudalism without a purpose is a disaster. 

Rajasthan Improves 

Of these States, Rajasthan used to be 
considered a lost case, but has registered 
significant improvement in recent years. 
Our study puts it at the bottom of the list. 

But this is misleading, as the base year 
of 1970-71 was the best in this century, 
with extraordinarily high rainfall which 
may never again be repeated. If we shift 
our base year slightly to 1971-72, the pic¬ 
ture changes quite dramatically, in the 
period 1971-79 Rajasthan recorded a 
GDP growth of 26.4 per cent against 
19 per cent by West Bengal and less 
than 14 per cent by Kerala. The truth 
is that dairying has caught on in the 
State, and the green revolution has pene¬ 
trated down the Rajasthan Canal and in 
the districts adjoining Haryana. Under 
Mr B.S. Shekhawat, there was a notable 
improvement in the quality of adminis¬ 
tration, and the Antodaya scheme made ^ 
more progress in Rajasthan than in any 
other State. These are indications that 
even a feudal State lacking purpose can 
change into a purposeful one given the 
proper political leadership, the spread of 
modern agricultural techniques and irri¬ 
gation, and a happy relationship between 
the State Government and private enter¬ 
prise. 

How does one sum up the experience 
of State Governments? One important 
conclusion seems to bz that the Korea- 
Taiwan model is indeed relevant for India 
in many respects. This means that land 
reform is important, combined with an 
enlightened attitude of State Governments 
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Labour mili- 
tancy needs to be quelled instead of being 
H^ncouraged, as the worst State Govern- 
ments are wont to do. Labour-intensive 
industries like tourism and transport can 
yield far better dividends than heavy 
industry. It is not necessary to be export- 


orieiited» as Korea flttd ttaiwan ait. But 
that it is doubtless a help, as export indus¬ 
tries have to be competitive, a characteris¬ 
tic which is sadly lacking in many Indian 
industries. There has to be a stress on 
productivity instead of propping up and 
even creating inefficient industries. Above 


■■ ' >:■ 

m Biete has to be ^ politfcal teterett 
results, instead of simply lefiuing to di 
lessons from failures and blaming it 
on the class system or some such 
goat. (Detailed tables on State ODP 
given in the Records and Statistics seodt^ 
of this issue.) C 


Growth in Per Capita Real Income in the Different States of the Indian Union Durii^ the Seventies 


SI. Slates/Union Territories Year-to-Year Percentage Variation in Per Capita Real Income Average Annual^ 

No. Percentage i 

> Change j 




1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1970-78 1970-.7^| 

1 . 

Andhra Pradesh 

1.0 

-9.5 

17.2 

1.0 

- 0,2 

- 10.3 

10.7 

7.8 

1.4 


2 . 

Assam 

0.7 

0.7 

- 0.9 

-2.4 

6.8 

—2.0 

5.2 

-1.7 

1.2 


3. 

Bihar 

1.0 

-2.2 

- 3.8 

3.1 

4.8 

2.2 

1.9 


1.0 

i.cr 

4. 

^ Gujarat 

1.0 

- 22.2 

20.1 

- 16.9 

23.4 

1.9 

2.8 

4.4 

1.4 

1 .S 

5. 

Haryana 

Nil 

3.4 

-0.2 

—0.9 

9.7 

5.2 

2.5 

7.8 

1.8 

2.^ 

6 . 

Himachal Pradesh 

0.3 

^ 1.6 

3.6 

—2.2 

8.8 

-7.0 

6.3 

1.4 

J.2 

U 

7. 

Jammu and Kashmir 

1.4 

1,4 

6.0 

2.2 

1.2 

4.9 

2.9 

8.7 

2.9 

3^ 

8 . 

Karnataka 

-0.3 

-7.9 

14.3 

- 3.2 

0.9 

—10.1 

14.6 

0.4 

1.2 

i.ii 

9. 

Kerala 

2.7 

Nil 

- 1.7 

Nil 

-•0.9 

—3.9 

2.8 


—0.1 

— 0.| 

10 . 

Madhya Pradesh 

3.7 

- 6.7 

0.2 

3.6 

2.2 

-6.6 

13.3 

-7.3 

0.4 

-01 

11 . 

Maharashtra 

0.9 

- 5.5 

10.0 

4.4 

3.6 

4.1 

3.7 

1.7 

3.0 

23 

12 . 

Manipur 

3.5 

—3.4 

17.2 

7.1 

—1.0 

—2.0 

5.8 

—8.4 

3.9 

2^ 

13. 

Orissa 

^10.0 

5.3 

5.3 

— 11.2 

14.8 

- 14.1 

15.9 

2.7 

0.9 

1.1 

14. 

Punjab 

1.6 

1.1 

2.1 

0.4 

4.6 

2.9 

5.6 

5.4 

2.6 

3.<i 

15. 

Rajasthan 

- 14.6 

- 8.9 

10.8 

— 10.1 

10.5 

3.6 

— 1.6 

3.2 

-^-1.5 

—0.S 

16. 

Tamil Nadu 

3.0 

-* 1.0 

3.1 

—14.4 

10.8 

- 1.3 

9.7 

9.2 

1.4 

2.^ 

17. 

Tripura 

7.6 

14.6 

20.0 

—7.4 

1.2 

9.5 

1.6 

Nil 

2.1 

U 

18. 

Uttar Pradesh 

- 7.2 

4.0 

- 6.4 

2.5 

6.9 

1.2 

4.9 

2.5 

0.8 

U 

19. 

West Bengal 

1.2 

—5.0 

1.1 

2.5 

3.8 

— 1.4 

4.5 

-2.7 

1.0 


20 . 

Delhi 

3.4 

-1.7 

-0.7 

Nil 

5.3 

- 3.8 

2.7 

-0.1 

1.8 

u 

21 . 

Goa, Daman and Diu 

9.8 

—1.4 

2.4 

13.0 

6.6 

l.l 

4.4 


5.1 

Si 


•pQf want of relevant data, the figures for 1970-78 have been repeated. 
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Economic Analysis 


India and Private International Capital 

T. Thomas 

Director, Unilever Ltd,, London 


, At toe outset, 1 must clarify that 
we shall not be discussing the normal 
investment criteria for specific capital 
investment proposals, e.g. return on 
capital, risks attached to a specific 
investment, payback period, etc. 1 
shall not discuss them not because 
they are not important - in fact 
they are very important- but because 
they are common criteria whether wc 
arc considering an Indian investor or 
an international investor. 1 shall 
concentrate on those additional con¬ 
siderations which influence an inter- 
;; national investor. Unlike a domestic 
^ investor, he has options among several 
' countries and therefore he has an 
added set of criteria in exercising his 
^ options. 

For any business, whether domestic 
y, or international, political stability is 
y the most important criterion. As an 
international investor is more vulner- 
able than a domestic investor, he tends 
to attach more significance to relative 
political stability. Furthermore, the 
..political philosophy and conduct of 
V a country governs its economic policy 
and its attitudes to investors. Business 
> would look for a predictable pattern of 
political as well as economic behavi- 
our in a stable country. Investors will 
(‘avoid unstable regions like Central 
America and parts of the Middle East. 

But along with stability, the over¬ 
-riding consideration would be the 
.^attitude to private sector. Even if a 
^country is politically stable, it may 
I’fjiave very restrictive attitudes to pri¬ 
vate sector—domestic or international. 
gBurma and Tanzania arc examples of 
l^^untries which perversely have the 


peace of the graveyard of private in¬ 
vestment. No international investor 
will bother to consider such countries, 
other than banks which may advance 
money to Governments. 

Apart from the general attitude to 
private sector or its degree of commit¬ 
ment to a mixed economy, for an 
international investor the attitude to¬ 
wards international investment, in 
pKirticular, is important. The record 
of treatment meted out by a country 
to international investors is an im¬ 
portant criterion. Like elephants, 
international investors have very long 
memories and bad news travels much 
faster. 

The size of the market available in 
a country will be an important consi¬ 
deration in investment decisions. For 
instance, Taiwan or the West Indies 
will have some different priority as 
compared to Indonesia or Brazil. For 
a given level of management attention, 
the opportunities will be infinitely 
more in the latter countries. 

Of course, market potential is based 
not only on the size of population but 
also the growth rate of the economy 
and the standard of living of the 
people. Thus, whilst India has a very 
large size of market, the growth rate 
and standard of living are well below 
several other developing countries. But 
very often, international investors wait 
patiently for economic performance to 
improve, if other conditions are satis¬ 
factory. They can afford to take a 
longer term view. 

International companies value their 
right and freedom to manage their 
business within the laws of any given 


country. So they take into account 
the limitations imposed or the degree 
of impediments in operatin^g in a 
country- its regulations and their 
administration, the extent and level 
of corruption and nepotism, the prob¬ 
lems in training and motivating local 
management, the attitude and be¬ 
haviour of trade unions and local 
authorities, the rcmittability of profits 
etc. Normally such hazards do not 
put off international investors if their 
rewards are commensurate with the 
efforts required to overcome them. 
But when opportunities for investment 
are available in several countries, these 
operational hazards could weigh con¬ 
siderably in deciding on preference 
among countries. 

Based on the above criteria, inter¬ 
national investors tend to rank the 
countries where investment opportuni¬ 
ties exist. Of course any such ranking 
is necessarily subject to constant re¬ 
view as political and economic situa¬ 
tions can change. This is perhaps 
best illustrated by the change in Iran’s 
status among international investors. 
Bearing this caveat in mind, I would 
like to outline how an international 
investor would rank regions. 

USA—In today’s world an inter¬ 
national investor who is not US based 
will give top priority to increasing his 
stake in the USA. It is still the largest 
economy in the world producing 25 
per cent of the world’s GNP (US GNP 
= S2130 billion vs India $ 116 billion). 
In other words, the economy is eighteen 
times bigger than ours and as 
the population is only one-third of 
ours, the per capita income is about 






fifty-four times ours. It has political 
* stability, economic growth (3.5% 
per annum) and a very positive 
attitude to private investment. For 
instance, they welcome Japanese in¬ 
vestment to compete with US com¬ 
panies in automobiles, television, etc. 

Recent political changes have further 
strengthened this attitude. Therefore, 
you find every large European or 
Japanese company wanting to set up 
or acquire businesses in the USA. 
Shell has done so; TCI has done it. 
Our own company, which had a large 
existing base in the USA, where we 
had Lipton and Lever Bros, for several 
decades, bought a business called 
National Starch Co in the USA two 
years ago for $ 485 million. So, for 
all non-US business, increasing their 
stake in the USA is a prime investment 
target. 

'^Even for US based companies, in¬ 
creasing their stake in USA is attrac¬ 
tive as evidenced by the recent re¬ 
cord-breaking acquisition bid of S4 
billion by Socal for Amax. 

Japan-Next to the USA, the eco¬ 
nomy which attracts investors most 
is Japan—again because of its size 
(GNP$840 billion, growth rate 8% 
per annum), stability and very 
positive attitude to private investment. 
With 115 million people and per capita 
income forty times larger than ours, 
it is very attractive. However, cul¬ 
tural differences do constitute a barrier 
and the hazards arc somewhat more 
than in the USA. But most inter¬ 
national investors solve this problem 
through joint ventures with Japanese 
partners who could bridge the cul¬ 
tural barriers. 

West Germany - In Europe, the most 
attractive economy for an investor is 
Germany with 60 million people (GNP 
$590 billion) which gives it a per 
capita income about fiftyfour times 
higher than ours. It enjoys relatively 
good economic growth rate (3.5 % 
per annum), stability and positive 
attitude to investment. Therefore, 
many US and non-German inter¬ 
national companies tend to augment 




their investment in Germany. This 
is very much in contrast with the 
attitude to another European country, 
viz. Italy, which does not figure as 
an attractive country because of poli¬ 
tical instability, high inflation, negative 
trade unions and poor performance of 
the economy. 

United Kingdom-JThe UK is also 
emerging as an attractive place for 
investment as Mrs Thatcher is 
succeeding in bringing down infla¬ 
tion which will result in a pro¬ 
cess of economic growth without 
high inflation. The strength of the 
economy lies in its oil and coal and 
a very innovative people. The trade 
union attitudes, which constituted a 
serious operational hazard, j»rc now 
getting somewhat moderated. And 
at last the UK Is dealing with its in¬ 
efficient public sector in a way which 
could offer many lessons to our own 
country. The strength of the sterling 
in the last two years is a measure of 
the confidence of the international 
investing community in the UK eco¬ 
nomy. 

Mexico —Moving away from the 
USA and Europe, there are several 
other attractive areas for investment. 
One which is high on the priority of 
many international investors nowadays 
is Mexico. It is a large economy 
with a population of 65 million, GNP 
$85 billion and growth rate of six per 
cent per annum. Its per capita income 
of $1300 per annum is seven times 
higher than ours. It has oil reserves 
exceeding those of Saudi Arabia. It 
has a very strong private sector and a 
very stable democracy, Mexico res¬ 
tricts the level of foreign piirticipation 
in certain industries but there arc 
several large Mexican firms which arc 
suitable partner.s to go into business 
with. They enjoy the confidence of 
their Government. One of the things 
which impressed me most was the 
rapport between Chambers of Com¬ 
merce hnd the Government in Mexico. 
It is very much unlike India. The 
Government seeks and takes the advice 
of the Chambers of Commerce. There 


is a degree of nationali.sm which reacts Jjj 
against possible US domination of 
the industrial sector; but this does not J 
prevent successful investment with £ 
Mexican partners. It is a country I' 
with vast potential. Apart from its 
own resources, it has two major ad¬ 
vantages being adjacent to the USA, 
viz. (a) access to the large US market, 
and (b) automatic defence umbrella. 

Ascan— Next to Mexico perhaps, the 
region which attracts international in- jr ; 
vestors most is the Asean region, \ j;' 
consisting of Thailand, Malaysia, 
Philippines. Singapore and Indonesia, j;*' 
Together, they have a population of 
240 million, GNP $120 billion, growth ; 
rate of 6.5 per cent per annum. The n 
per capita income in the region as a ¥ 
whole is three times higher than ours, 
with some countries having much 
higher levels. They have oil, tin, T 
rubber, palm oil and rice. Their eco- T 
nomic cooperation seems to be evolv- T 
ing positively. J 

Among the Ascan countries the most i 
stable and attractive is Malaysia. It i 
has a stable political system and a a 
very positive attitude towards private t 
investment for development of the Z 
economy. It has registered a GNP j 
growth of 6.5 per cent per annum in Z 
the 1960s and of eight per cent in the a 
1970s. This has, of course, meant that Z 
its GNP is doubling every ten years Z 
which is more than twice the rate at S 
which our own economy is growing. ^ 
It has a per capita income of $1100 t 
per annum compared to our $180 1 
per annum. Malaysia is a much smaller | 
country than India with a population f 
of only 13 million and has therefore j 
greater reason to be afraid of foreign 4 
investment. Yet they permit it in J 
many sectors, including plantations 4 
and industry. Their policy is that j 
70 per cent of overall investment in « 
any sector of industry should belong - 
to Malaysians. But the foreign parti- 3 
cipation in individual enterprises can * 
be much higher because the criterion 3 
applies to an industry as a whole. 3 

Even Thailand with a population ^ 
of 46 million has managed an cigh^ J 


JUVlIlpf BCXINOMlSr 


MAY 8, 1981 ji 







per cent per annum growth over the 
last twenty years as against our three 
per cent per annum to give them a 
per capita income of $500 per annum 
against ours of $J80 per annum. They 
have achieved this without petroleum 
or any significant natural resources. 
They permit foreign investment very 
freely and there is no restriction on 
the level of shareholding. 

Indonesia has shown an impressive 
doubling of economic growth rate 
from a four per cent per annum level 
in the 1960s, which was comparable 
to India’s, to a level of about eight 
per cent per annum in the 1970s. 
This has been achieved because of 
the end of the Sukarno era and its 
so-called socialist policies and also 
the development of petroleum industry. 
Foreign investment is permitted on a 
much more liberal scale than in India 
in all sectors of industry. There are 
some operational problems due to 
the involvement of the armed forces 
in the management of the economy; 
but on the whole, it is a large and 
booming economy which international 
investors look upon with favour. 

Latin America—Oihtr than Mexico, 
the countries in Latin America that 
international investors find attractive 
are Colombia, Chile, Argentina and 
Brazil. All of them are very much 
richer than India and follow a much 
more liberal policy towards inter¬ 
national investment. Argentina has a 
population of 27 million with a per 
capita income of $3700 per annum, 
i.c. twenty times India’s and is self- 
sufficient in oil. They invite inter¬ 
national investment even into activi¬ 
ties like chains of department stores. 
After the disastrous years of Peron, 
they denationalised Shell which was 
nationalised under Person, and while 
denationalising, they even paid com¬ 
pensation for the loss of profits during 
the period of nationalisation so that 
Shell could invest all that and more 
into oil exploration in Argentina. That 
is indicative of the pragmatic attitudes 
to international investors. 

Brazil is much bigger in population— 


120 million but the per capita income 
is $1700 per annum; i.e. nine times of 
India’s with a growth rate of 6-8 per 
cent per annum over the last twenty 
years, in spite of not having any oil. 
They have achieved this by massive 
injection of private capital from 
abroad which continues to flow in 
despite all the problems of Brazil. 

Both Argentina and Brazil have 
hyperinflation, periodic devaluations 
etc, but international investors have 
learned to cope with these problems. 

Then there is Columbia, which is 
a prosperous, well endowed and well 
governed country which welcomes in¬ 
vestment in many sectors. Even Chile, 
after Allendc, is attracting investment. 

In short, Latin America is a con¬ 
tinent of opportunities for investors 
because it has tremendous resources, 
growing population and a rate of 
growth which we cannot find in 
Europe. 

4 /r/VY7—Excluding South Africa, the 
rest of Africa has at least three coun¬ 
tries which arc economically strong 
and attract investment. There is 
Nigeria, which is the largest African 
State with its oil wealth. It permits 
foreign investment, including trading, 
and even 60 per cent shareholding in 
certain sectors. Then there is Came¬ 
roon with petroleum, and Ivory Coast, 
both of which are prosperous countries 
with a welcoming attitude to inter¬ 
national investment. Even 2^ire is 
beginning to become attractive as the 
country has petroleum in its 25 mile 
wide coastal strip on the West. 

So when you sit in London or New 
York, the world is full of countries 
which offer you diverse opportunities 
and it is always a question of choosing 
from among them and not one of 
queuing up for investment in any one 
country. 

Now let us pause and compare India 
with all these other countries available 
to international investors and try to 
place our economy in a comprrable 
perspective. 

In terms of size of population and 


^ ^ ^ ^ ^ A A ^ A A A A A A A 

potential market, we will come highest 
on the list. Yet we do not find inter-' . 
national investors placing India high 
on the list of investment opportunities, 
whatever some people in our country 
may wish to think. However, flat¬ 
tering or alarming it may sound, the 
picture of the international investment 
community queuing up to invest in 
India is an illusion. The truth is that 
India comes pretty low in priorities 
when you sit in Tokyo or Dubai or 
London or New York. In 1978, the 
last year for which figures are avail¬ 
able, the net inflow of foreign private 
investment to India was nil, while 
Indonesia look $272 million, Malaysia 
$596 million, Thailand $53 million, 
Brazil $1886 million, Mexico $530 
million and Argentina $298 million. 
And all those countries have a much 
less urgent need for investments as 
they are much richer than us in terms 
of per capita income and sophistica¬ 
tion. 

It is worthwhile appreciating this 
fact and trying to analyse the reasons 
why the world of private international 
investors have stayed out of India. 

It can be argued that it is not the 
international investor who has stayed 
out of India but that he has been 
kept out of India quite deliberately 
by our Government for the good of 
our country. I shall be dealing with 
that aspect in the next section. But 
the truth is that whatever might be 
our intention, today the international 
investor rates India very low and it 
is worthwhile for us to understand 
why it is so. Of course, whenever 
such opportunities are offered like 
the present invitation to explore for 
oil, international companies will bid 
for it. That is because they are looking 
for opportunities all over the world. 
That is different from our country 
being rated as a very desirable place 
to invest in. I hope the distinction 
is clear. 

As an Indian it is somewhat painful 
for me to present this analysis because 
it does hurt me and 1 am also cons¬ 
cious of that fact that it could be 
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misunderstood. But then 1 feel this 
needs to be analysed and as an Indian 
I have better credentials to say these 
things because my motive is not to 
indulge in criticism but to create better 
understanding which can provoke cor¬ 
rective action and, I hope, a much 
better flow of private investment into 
India for reasons I shall explain later. 
What then arc the ihhibitions of 
the investor? 

One of the major inhibitions about 
our country is the attitude to private 
enterprise in general. While in private 
our political leaders arc very under¬ 
standing and friendly with industria¬ 
lists, most of them find it embarassing 
to identify themselves publicly with 
private enterprise' -domestic or inter¬ 
national. They find it convenient to 
treat their views on the subject as 
purely private. Why should wc as a 
country have such a guilty conscience 
about private enterprise? One has 
only to look at our performance. It 
is very clear that whatever has been 
left to the private enterprise has per¬ 
formed far better than the general 
run of public sector enterprises. There 
arc inherent and valid reasons for 
this inevitable difference between pri¬ 
vate sector and public sector in terms 
of levels of motivation, misplaced 
accountability and interference and 
linkage with conflicting objectives for 
the public sector. 

Perhaps the most fortunate thing 
in India was that agriculture was left 
to private enterprise unlike in the 
USSR and Eastern Bloc. So at least 
we arc not importing food. But we 
have to import coal and petroleum 
and cement and various other things 
which could be produced indigenously. 
Unfortunately, or perhaps in the long 
run fortunately, we cannot import 
electricity. At least that may accele¬ 
rate the process of having more faith 
in the private sector electricity genera¬ 
tion. Similarly the OPEC pricing will 
force us to seek more efficient ways 
of exploiting our petroleum resources. 
Unless wc, as a country, restore once 
again the open commitment to private 


enterprise and a mixed economy, the 
outside world will see us to be blunder¬ 
ing along the same lines as Britain 
had done with its public sector which 
is now an albatross round that 
nation’s neck! But, of course, they 
were shrewd enough not to throttle 
their private sector or to put petroleum 
into the public sector so that today 
they are kept afloat on petroleum 
wealth. 

On another plane, what is going on 
in Poland and Soviet agriculture should 
give us a lot to think about 
with regard to the efficacy of the State 
as the entrepreneur. So the first in¬ 
hibition to an international investor 
is India’s apparent drift to predomi¬ 
nance by State socialism. 

One of my weary fellow passengers 
on a recent trip was a young Punjabi 
doctor, coming from the USA on the 
pilgrimage that all non-resident Indians 
make to visit the family in his native 
place. He was full of nostalgia and 
patriotic fervour till we landed at 
Palam. The airport could not handle 
the immigration or baggage off two 
international planes because of sheer 
bureaucracy and inefficiency. We, 
as passengers, could do nothing but 
wait patiently for all the minions of 
the system to perform at their own 
pace and at their pleasure. After all, 
we were only homesick Indians return¬ 
ing home where wc send a good 
portion of our savings; but to the 
minions at the airport, we were border¬ 
ing on criminals who were probably 
trying to smuggle valuable things into 
this utopia which they protect. 

At the end of it all, the Punjabi 
doctor said to me-“Sir, why do we 
Indians have to make things so diffi¬ 
cult for ourselves? We do everything 
as if we have to reach around behind 
our head to reach our nose!” That 
was a very profound statement from 
the young man. Although he was 
referring only to our experience at 
the airport, what he said applies to 
the whole system of hazards created 
in our country in dealing with any 
issue—whether it is returning to our 


country or being so bold as tryittg W' 
start an industrial enterprise in ] 
country. You will be caught in th6 
same net. 

The cardinal assumption of our 
system is that every person engaged in 
economic activity is per se to be 
treated with suspicion as one of his 
motives has to be, it is presumed, to 
cheat the Government. So all the 
procedures have been built up around 
this cardinal principle of mistrust. 
So it breeds a set of entrepreneurs , 
who specialise in and perfect the art 
of circumventing the rules. Of course, 
the very intelligent bureaucracy then 
makes the rules even more stringent , 
and complex, which the entrepreneur 
in turn takes on as a challenge to his 
ingenuity. 

And so the game has developed into 
a nightmare of rules and regulations 
which could not have been designed 
better if the objective was to frustrate 
and prfevent people from undertaking 
honest economic activity. Administer¬ 
ing the rules has become the main 
objective rather than getting the re¬ 
sults for which they are framed. All 
of us engaged in business know this 
as part of our experience and we also 
know that it has got worse over the 
years. This is despite the genuine 
desire of our top political leadership 
that the delays and frustrations should 
be somehow minimised. 

We, as residents of the country, 
can do nothing but wait and hope for 
the leaders at some stage to gather the 
courage to change this. However, inter¬ 
national investors, Even Indians having 
opportunities to invest abroad, simply 
give up and go to Thailand or 
Indonesia or Nigeria if they cannot 
get into the USA, Japan or any of 
the other promising economies. If 
one were to rate bureaucracies on a 
scale of achieving intelligent frustra¬ 
tion of economic activity, the Indian 
bureaucracy will come very near the 
top. International investors cannot 
afford the time for this to change. 
Those who arc already here have to 
and have learnt to cope with it. New- 
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P comers used to take a look and get 
^ frightened. If there is no change, 
they will stop coming even to look. 

jj; Due to various reasons which 1 
( shall not be able to deal with in this 
► , talk, and which are well known to 
^ most of us, the economic performance 
\ of India has been both erratic and at 
; a low level for the last two decades, 
GNP having grown at 2.5 per cent 
• per annum in Ihe 1960s and at only 
; three per cent per annum in the 1970s, 

' with negative growth in certain years. 
; Most other comparable developing 
j economics have grown at six to eight 
; per cent per anuum. Our own target 
I in the Five Year Plan after Five Year 
{ Plan has been also in this higher range 
^ but we have never got there. There- 
J fore, when an international investor 
J looks at our economy he does not find 
» it sufficiently dynamic for him to 
j take the risks and invest the resources 
I in overcoming the various obstacles 
of attitudes and operational hazards. 
If our economy had been growing at 
; seven per cent per annum, several of 
i them would be prepared to put up 
; with a lot of frustration, but wc arc 
K far from that threshold. 


for India among intematidnal investors. 
I do not intend to go into the merits 
of these cases. But if Communist 
countries like Russia and China can 
find some accommodation for com¬ 
panies like Coca Cola, surely it would 
not have been beyond our imagination 
to make use of these companies rather 
than convert them into bad press for 
ourselves. Even if what wc did was 
right and necessary, it should have been 
possible for us to have avoided 
emotions and the bad press among 
international investors. 

These then are some of the reasons 
why the net inflow of foreign invest¬ 
ment to India has almost entirely 
dried up. Of course, one could legiti¬ 
mately ask whether India needs private 
foreign capital at all. Therefore, now 
I would like to analyse why foreign 
private capital could be, on balance, 
beneficial to India. 

We arc short of capital for our 
development. We have the people 
and plenty of untapped resources. 
But wc need capital. With gross do¬ 
mestic investment already at a high 
level of 22 per cent of GDP, the scope 
for squeezing further savings out of 


that sort of capital to ensure that 
it is (a) used for development of the 
economy in directions chosen by the 
country, and (b) the return made 
on it is not excessive by international 
standards. 

As all of us know, our Government 
has such tight controls on all invest¬ 
ment proposals that we can really 
ensure that the international investor 
can be regulated adequately. In fact, 
in India the situation is one of over¬ 
regulation. So there is nothing to 
fear in their investing here. In fact, 
the fear is always on their side, if 1 
may speak from experience. Once an 
international company has invested 
in a given country, it is very much at 
the mercy of that country’s Govern¬ 
ment. These investors have no power 
whatsoever which can countenance 
national Governments. The power of 
the multinationals lie in other direc¬ 
tions, viz. (a) in attracting and uti¬ 
lizing resources on a large scale and 
efficiently, (b) in creating new techno¬ 
logies and products, and (c) in trans¬ 
ferring capital and knowhow across 
frontiers. They certainly do not have 
any power today to stand up to 


i India started as a major inter- 
national spokesman for the develop- 
ing countries and maintained this 
position in the fifties and sixties. But 
in the last few years, due to our own 
internal problems and the growing 
tensions among countries, wc seem to 
I have become more inward looking 
I than before. Our contacts, especially 
with the Western world have become 
more tenuous. Trade and investment 
to some extent sail with political winds. 
^ As India seems to be withdrawing 
1^ away from Western countries, so also 
Western investors have followed the 
^cuc, 

i Indkr has a very good record in 
4 dealing with foreign investors. We 
I have honoured all commitments re- 
I garding remittances and shareholdings. 
^ We have a clear set of rules and laws 


domestic population is extremely limi¬ 
ted, especially because most of our 
savings are forced out of the middle 
class and lower income groups through 
indirect taxes such as excise and sales 
tax. Therefore, it is prudent for us to 
look for other sources of capital to 
accelerate our rate of development. 

Private international capital is one 
such large resource relatively untapped 
by India. It represents the savings 
of people in other countries which 
are available for investment. Of 
course, they expect a return which is 
commensurate with international norms 
and the risks involved in any specific 
situation. To say that we will not use 
it as a country is like a businessman 
saying that he will not borrow any 
money from a bank. Any business 
that wishes to expand, will at some 


Governments even if at one time some 
of them had illusions of having it in 
some places. In any case, India is 
big enough and has enough of its own 
private sector and public sector organi¬ 
sations that it can safely afford to have 
probably 20 or 25 per cent of its in¬ 
dustrial investment coming from inter¬ 
national private capital instead of the 
present nil flow. 

Even our Government borrowing 
abroad exhibits an inhibition that 
seems to be unwarranted and counter¬ 
productive. Looking at a table of 
external public debt at the end of 
1978 of several LDCs, one finds that 
many LDCs with dynamic growth 
rates have done so with considerable 
proportion of their Governments’ inter¬ 
national borrowing coming from pri¬ 
vate international capital. Malaysia 


I governing foreign investment. Yet stage have to inject capital from out- had a debt of S4.4 billion of which 

c^Jses like IBM and Coca Cola side. What really matters is the ex- 52 per cent was from private sources. 

t|rreatcd a spate of adverse publicity tent of control one can exercise on Indonesia had $19 billion of which 
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33 per cent was from private sources. 
Even Ivory Coast had $4,2 billion of 
which 69 per cent was from private 
sources. Mexico had $31 billion in 
Government external debts of which 
82 per cent was from private sources. 
Brazil’s public external debt is $33 
billion of which 70 per cent is from 
private sources. Against these, India, 
at the same time, had an external 
public debt of $21 billion of which 
only one per cent was from private 
soure'es. The total external public 
debt of all LDCs was $350 billion of 
which 46 per cent was from private 
sources. If India had adopted more 
enterprising policTy and got 50 per 
cent of our borrowings from private 
sources, we could perhaps have had 
another $20 billion investment in 
productive enterprise. That is just 
one measure of the resource India 
cOuld have access to. It could be much 
more if Indian private sector is also 
liberated from inhibitions. 

Capital by itself is not everything. 
The efficiency of its use is as impor¬ 
tant as the capital itself. For a develop¬ 
ing country which is short of capital, 
the efficiency of capital is very critical. 
One of the greatest strengths of inter¬ 
national companies which even their 
worst critics admit is that they are 
very efficient in their operations. By 
associating their capital with ours and 
by their example and pace setting, 
our economy will get a stimulant 
in efficiency. 

Over the last few years, this stimu¬ 
lant has diminished in the Indian 
economy because of the dominant 
growth of the public sector which, 
by nature, cannot be efficient. This is 
because the behaviour of the Indian 
public sector has been conditioned by 
the crucial assumption that they arc 
working more for an auditor than 
for an investor. This is the essential 
difference between them and the pri¬ 
vate sector where priority has to be 
the interests of the investor. In the 
public sector, the owner investor being 
the Government looms large more as 
an auditor through its Administrative 


Departments, Parliamentary Com¬ 
mittees, etc, than as an investor. This 
is a luxury which, at some stage, even 
our Government will have to forego. 

In this connection, 1 would like to 
submit an unorthodox thesis about 
the debilitating side effects of World 
Bank funds in India. Perhaps we as 
a country have been in some ways 
unfortunate in having been so liberally 
treated to cheap World Bank loans 
for our public sector enterprises which, 
in some ways, have made them more 
secure in their inefficiencies. 

T am tempted to draw a parallel 
between the crippling effect of PL-480 
imports on the productivity of Indian 
agriculture in the ]950s and J960s 
and the similar effect of World Bank 
aid on efficiency of investment in 
India. The massive PL-480 foodgrain 
supply to India was a very generous 
gift from the USA and a very neces¬ 
sary one at that time. But one of 
its consequences was the complacency 
it generated with regard to Indian 
agriculture. When Mr Nixon cut off 
PL-480 in the early 1970s, although 
he meant it as a punishment, India was 
able to turn it into a ble.ssing because 
it was not accidental that shortly 
after that event, our country became 
self-sufficient in foodgrains as Govern¬ 
ment policies and attitudes to agri¬ 
culture began to undergo a drastic 
change. 

There is no doubt that World Bank 
loans given for our public sector at 
very low interest rates and with very 
long repayment after generous grace 
periods, and all the grants from friend¬ 
ly countries, which are used for public 
sector, arc great gestures by the Bank 
and the donor countries. But the 
fact that it is made available almost 
exclusively to an inefficient public 
sector has, I submit, actually made 
that public sector even more com¬ 
placent in its inefficiencies. How else 
could they afford to have such poor 
return on investment on such massive 
scales after so many years! 

But, in some ways fortunately, the 
scene is likely to change drastically 


for three reasons, viz. (a) the limi¬ 
tation of funds that will be made J 
available by Reagan administration to 
IDA, (b) the entry of China into the 
World Bank system which will divert ^ 
a significant part to that country leav¬ 
ing less for India, and (c) the effect 
of international inflation which has 
eroded the real value of the resources 
of the lenders while increasing India’s 
own needs for investment capital. 

Perhaps all this is not an unmitigated 
disaster. Like in the case of PL-480 
discontinuation, it may in fact provoke 
our Government to give a greater head 
to our own private capital to colla¬ 
borate with international private capi¬ 
tal so that the overall efficiency of 
utilisation of capital is improved. 

Apart from augmenting our total 
resources and improving the efficiency 
of using capital the flow of inter¬ 
national capital into a country acts 
as a catalyst in some directions, viz. 
Technology, Management and Exports. 

(i) Technology Whatever our own 
scientists and others may claim, no 
country in the world, less so India, 
can claim that it is self-sufficient in ! 
technology. Neither the USA nor 
Germany nor Japan nor the UK claim 
that. Nor docs the USSR or China, 
Other than in defence activities, 
technology largely resides in the pri¬ 
vate sector in the developed world. 
And technology normally flows with 
capital. An international investor 
lends to give his up-to-date techno¬ 
logy only where he has a long slake 
in the form of investment because 
he needs a return for the investment 
made in his R&D. Therefore one 
of the very significant benefits of 
international investment is the in¬ 
jection and updating of technology 
which comes only with capital. 

If we do not have such international 
associations, which even the Japanese 
«find it necessary to encourage through 
joint ventures, we will be left behind 
with diminishing access to the techno¬ 
logy being developed through R&D 
in the West. 

(ii) Management —International in- 
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vestment also brings along with it 
closer association with international 
management development. Over the 
years, our own management educa¬ 
tion in India has become very inward 
looking, academic and bureaucratic. 
When our institutes of management 
were set up they had close links with 
leading international institutions such 
as Harvard Business School, Sloan 
School in MIT, and the Staff College 
at Henley. But these Jinks have become 
very weak and eroded. One of the 
causes for this is the diminishing inter¬ 
national investment in India. Now 
that it hi.s almost entirely dried up, 
it is only a matter of time before we 
lose whatever tenuous links exist. 

Another channel through which 
international management develop¬ 
ments flowed into India was the inter¬ 
national companies that operated in 
our country. Even the worst critics 
of the so-called multinationals would 
admit that their management training 
and career development programmes 
are unmatched in creating and deve¬ 
loping professional managers. This has 
had a catalytic influence on the whole 
process of management development 
in our country far beyond the confines 
of the foreign compimics. But this 
again is diminishing and will peter 
out unless international investors revive 
their interest in India. 

(iii) /fATJorn-Another very signi¬ 
ficant catalytic effect of international 
investment is the stimulus to exports. 
Despite all the inhibitions of some 
minor groups in India, all international 
majkets, including the Soviet Union, 


► prefer to buy products with an inler- 

Z _ A!_1 *_A i; _ _ __ 


national reputi tion. They are even 
j willing to pay a premium for inter- 
f national brands. This is because of 
C the assurance of quality standards 
‘ which such names bear. One of the 
h benefits of encouraging international 
^ investment into India would be the 
j greater international access it will 
J give for products made in India. 


k 


4 Having thus made out a case for 
k attracting international investment to 
India; 1 would like to conclude 

iasurn economist 


by 




outlining some steps that need to be 
taken by businessmen in India and 
by the organisations like the Chambers 
of Commerce. The private sector 
businessman in India today has an 
excellent opportunity to educate our 
parliamentarians, and politicians and 
senior Government officials as well as 
many of our innocently political 
academics. 

We have fortunately a young end 
intelligent bank of people in all these 
categories who can understand this 
and may be able to change the direc¬ 
tion. 

As a specific project, may 1 suggest 
that the Bombay Chamber of Com¬ 
merce commissions a study of the 
performance of Indian public sector 
undertakings in steel, fertilizer rnd 
electricity where there are compar¬ 
able private sector companies. Whether 
we like them or not, the performance 
of these public sector institutions hes 
a tremendous impact on your business. 
Therefore, it is worth our while to 
help to eliminate their deficiencies. 

Let the study be carried out by 
independent bodies like the NCAER, 
or the Staff College, or some other 
organisation. You will find that such 
a study will be more revealing than a 
lot of emotional talk. It will cer¬ 
tainly help to clarify the thinking and 
strengthen the hands of the well mean¬ 
ing politicians who are caught in a 
net woven by the bureaucrats and 
ideologues who both find a growing 
and successful private sector to be an 
inconvenience. 

Such a study should include several 
studies which should be presented to 
the politicians. It must also cover 
international experience in public sec¬ 
tor under different political systems. 
The objective will not be to blame 
any set of individuals but to expose 
the fallacy of the whole system which 
assumed that Government should or 
could own, control and manage an 
increasing number of commercial enter¬ 
prises in a democracy. 

In turn, it will restore the balance 
so necessary between the private and 
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public sector in the mixed economy 
which was what India set out to estab¬ 
lish. If Indian business does not take 
the initiative to restore this balance 
intellectually, it will be reduced to a 
series of relatively medium sized and 
small industries, totally dependant on 
the public sector under the total 
control of the Government. There 
is still lime to restore the faith in 
private enterprise. 

Partly due to our own behaviour 
pattern in Ihe past, the Indian private 
sector induslt'y has created an image 
for itself in this country which is not 
flattering. It is a mixture of exploit¬ 
ing, corrupting, profiteering etc. This 
may be true of some - but surely it is 
not true of all. And there are many 
other achievements which could be 
communicated especially to our parlia¬ 
mentarians, academicians and journa¬ 
lists. Should we not be more open 
and inviting for people to see us iS 
we are ? Could your chamber 
arrange for this to take place and 
should not some of our business houses 
participate in such a programme 
of communication and exposure? 

Once the domestic image has been 
restored. It is necessary also to project 
the image of our industry abroad. 
At present, it is one of a closed eco¬ 
nomy where talented people are struggl¬ 
ing against heavy odds placed against 
them and in spite of their efforts they 
arc falling behind in sophistication 
and quality. We have to change 
this international image also. It is 
not going to be easy and it will have 
to be preceded by the domestic task. 

In spite of our free press, and access 
to international news, it is a strange 
phenomenon that our politicians and 
officials nurture a static view of the 
world economic scene. And our busi¬ 
nessmen are mostly inward looking. 

There is need to bring into focus 
and make them aware of some im¬ 
portant international trends— 

(i) In the Western countries there 
is a definite move away from welfare 
socialism as it has become a crushing 
economic burden, especially in the 





context of energy costs. Welfare is 
seen to be creating a society with 
too much security and too little enter¬ 
prise. All western countries are there¬ 
fore moving away from socialism to 
a more realistic set of economic poli¬ 
cies. As India will be increasingly 
dealing with conservative Govern¬ 
ments in the West, we should try to 
understand their philosophy, even if 
we do not agree with them always. 

(ii) Due to the trebling of petro¬ 
leum prices in 1979-80, the rate of 
economic growth in the West has 
slowed down considerably. It is al¬ 
most down to nil for Europe. There 
is considerable unemployment. As 
a result, most of these countries will 
tend to give less aid and become 
more stringent in their trade barriers 
to protect their own economies. Whilst 
this will not suit us, we will be belter 
off if we understood their plight. 

(iii) The Eastern Bloc is doing ex¬ 
tremely badly in economic terms. The 
troubles in Poland are due to economic 
deprivation which is typical of all 
East European countries including 
USSR. Yet it is surprising that the 
press and public opinion in India are 
not very conscious of the disastrous 
result of State enterprise in the Eastern 
Bloc. In fact, the Indian press is 
relatively mute about the trauma in 
Eastern Europe. 

(iv) At the other end of the scale 
there arc countries like Malaysia, 
Indonesia and Mexico who are making 
great strides in their economic deve¬ 
lopment. And there is Japan defying 
all predictions. 

Why don’t you, for instance, ask 
a Japanese business leader or a 
Malaysian to come and tell you about 
the policies and attitudes in their 
country? Why don’t you ask a 
European business leader to come and 
tell you about their domestic policies? 
I am sure many of these things need 
much greater exposure in India and 
some organisations like yours have to 


take the initiative. On the whole, 

I feel it is time that private sector 
takes a less defensive position in our 
country and seeks for itself a greater 
role. 

It should be possible for Indian 
private businessmen to raise loans 
abroad for executing projects in India. 
Have we done everything possible to 
borrow in London or New York? 
Instead of exclusively dealing with 
Indian financial institutions, should 
we not be asking merchant bankers 
in London or New York to arrange 
finance for some projects in the private 
sector? T know this is beginning to 
happen but why not on a broader 
front and why not try to convince 
our Government that it is in the 
national interest to do so? 

To provide an ongoing source of 
information and advice the Govern¬ 
ment or the Chambers of Commerce 
should invite Indian businessmen who 
are either working or investing abroad 
to form an advisory panel. They are 
the best source of advice our country 
can get on the opportunities for in¬ 
viting investment and the obstacles 
that need removal. Our businessmen 
arc investing capital all over the world, 
but they arc very loyal to the interests 
of India and most keen to see our 
country progress. So it will be most 
sensible to obtain their advice on 
private international capital. 

May I conclude this address by 
citing a parable from the Bible which 
is extremely relevant to our country 
today. It says— 

“The kingdom of heaven is as a 
man travelling into a far country 
who called his own servants and 
entrusted his goods to them. And 
upto one he gave five talents, to 
another two and to another one; to 
every man according to his ability. 
Then the owner went away on a 
journey. He that had received the five 
talents went and traded with the same 


and earned another five talents. Like¬ 
wise did he with the two talents. But 
he that received the one talent digged 
in the earth and hid his muster’s 
money. After a long time, the owner 
came back and reckoned with the 
three servants. He that had received 
five talents came and brought 10 
talents and the one with two talents 
delivered four talents and the master 
was pleased and said *that since you 
have been faithful and wise over a 
few things J shall make you responsible 
for more things’. Then came the 
man who had received the one talent 
and said ‘Lord, I knew you arc a 
hard man, reaping where thou has 
not sown. And I was afraid and 
went and hid thy talent in the earth; 
behold here is the talent you gave 
me’. The master answered and said 
‘You wicked and slothful servant. 
You ought to have invested the talent 
and earned a return on it. Instead 
you buried it. Now it will be taken 
away from you and given to those that 
know how to use it.” 

We in India are at the crossroads. 

Our need for investment is great; our 
need has also assumed much greater 
urgency because the combination of 
much higher import bills for petro¬ 
leum, and the world recession has 
caused a quantum change in the need 
as well as availability of development 
capital for our country. On the other 
hand, our talents are many—more 
abundant than of any country in the 
Third World. Arc we going to bury 
these talents in layers of rules and 
regulations and bureaucracy? Or 
are we going to invest them wisely? £ 
When the huge silent majority of our ^ 
country makes its reckoning one day, 
they will, I hope, find us not like the 
foolish servant who hid his talent 
from the world, but like the others who 
made bold and traded profitably with 
others and multiplied their wealth. 


This is an edited version of Mr Thomas* 
address to the Bombay Chamber of Commerce | 
and Industry. 


-- ^ ^ M. . ^ -*■ A A. A -M. M. A ^ ^ M. ^ . 
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Development Banking 


JVERiNCi THE Dr S.K. Muranjan Me- 
rial Lecture, recently in Bombay on 
velopment Banking—Retrospect and 
C>spect, MrN.N.Pai, Chairman, Indus- 
i Development Bank of India, traced 
i growth of development banks in the 
buntry and also the problems faced by 
development financial institutions, 
development banks in India as they 
!gve evolved arc not at all financial in- 
^mediaries in the sense that a financial 
^mediary is expected to mobilise com- 
^ity savings and lend them to activi¬ 
ty that ensure profitable plough-back 
a period of time. Development 

r ;s in India as also in many other 
tries devote very little time for mobi- 
; directly the financial savings of the 
Omunity. 

tiring the last two years or so there 
t been such a spurt in lending by the 
acial institutions that the resources 
itraint is posing to become the *'chal- 
t of the 80s”. Institutions, therefore, 
i to study steps for mobilising addi- 
resources directly from the savers 
Hidso explore the possibility of raising 
1 $ in the international market. 

Two Alternatives 

this connection, Mr Pai suggested 
I alternatives: 

I The higher cost of foreign currency 
|loaos could be spread over the entire 
!?^>*kitty” of funds of the institutions 
|ao that the impact of rising average 
Icost of funds is owned by all the 
jrrowers. 

, Alternatively the more costly funds rais¬ 
ed in foreign currency market could 
^ be lent to relatively more profitable 
I ventures. 

[ic former suggestion is not equitable 
Joe the high cost of foreign currency 
IS cannot be expected to be subsidised 
|ithc borrowers of rupee funds. This 
even lead to a situation wherein 
of the marginal projects financed by 


rupee loan become unviable. The second 
alternative will have the effect of prevent¬ 
ing the promotion of ventures which 
prove to be financially not so viable but 
still require to be supported on econo¬ 
mic considerations. Under these circum¬ 
stances there appears to be no easy solu¬ 
tion to this problem. Perhaps it may be 
prudent for the banks to charge the bor¬ 
rowers their cost of funds keeping of 
course the necessary spread. If for any 
reason some of these projects are consi¬ 
dered not viable financially but still on 
economic considerations require to be 
promoted, there exists a valid case for 


T.T. Vijayaraghavan 
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offering necessary subsidies which may 
take various forms. 

So far as to the objectives of develop¬ 
ment banks are concerned in spite of 
their socio-economic obligations the im¬ 
portance of projects being financially 
viable cannot be ignored. The projects 
must be in a position to service the debt 
in terms of payment of interest and re¬ 
payment of outstanding assistance as also 
rewarding the equity holders. Mr S.S. 
Mehta. Chairman and Managing Director 
of ICICI, while delivering the A.D. Shroff 
Memorial Lecture earlier this year, per¬ 
tinently observed; "*A$ things stand, in¬ 
stitutions have not been able to do full 
justice to their primary responsibility, 
namely, efficient provision of industrial 
finance and resource mobilisation. Their 
operational efficiency depends upon 
several things not all of which are under 
their control. For instance, earning rea¬ 
sonable profits so that a sound base is 
maintained for expansion of their opera¬ 
tions is important for the financial insti¬ 
tutions. They also have to distribute 
dividends besides servicing their debt. 


Establishing a healthy relationship with 
the shareholders, lenders, employees, 
financial community, business and indus¬ 
try and the community at large are some 
of their objectives. At the same time they 
are required to discharge their social obli¬ 
gations. Financial institutions have to 
strike a balance between their primary 
responsibility of financial efficiency and 
these obligations”. 

Cost Overruns 

Appraisal standards of the institutions 
have been naturally subjected to severe 
criticism. This has become all the more 
pronounced with invariably all the projects 
reporting cost overrun, delayed implemen¬ 
tation etc. In this connection Mr Pai 
has suggested a practical solution which 
requires to be implemented without any 
delay. “Occurrence of cost overrun” 
Mr Pai said “has become a regular fea¬ 
ture of almost all projects assisted since 
1973 on account of the continuing high 
inflationary trend. Increasing import cost 
of capital goods have further contributed 
to the problem of cost overrun. Deve¬ 
lopment banks have long since been 
making allowance for possible escalation 
in project cost at the time of sanctioning 
assistance through the contingency pro¬ 
vision. But the experience of the last 6 
to 8 years suggests that the normal con¬ 
tingency provisions are inadequate in the 
face of rising investment cost of projects 
with relatively large gestation periods. 
For improving the reliability of project 
cost estimates we need to devise an in¬ 
dexation system that provides more 
reliable forecast for preparing such cost 
estimates”. 

Although indexation, prima facie 
appears to be plausible, it will create 
tremendous operational difficulties in 
terms of selection of suitable index, fluc¬ 
tuation of the exchange rates, etc. To 
start with, indexation could be initiated 
for projects of reasonable size say, above 
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Rs 10 croreft. this will also call for inore 
precise sensitivity analysis in project 
appraisal in order to judge the financial 
and economic soundness o^ the project. 

Mr Pai also emphasised the importance 
of encouraging growth of the capital mar¬ 
ket. As it stands today, the financial insti¬ 
tutions are the largest operators of the 
capital market. This has resulted in 
keeping small investors away from the 
capital market. As a first major step to 
activise the capital market, Mr Pai re¬ 
newed his earlier suggestion that institu¬ 
tions need to consider their policy of 
holding on to sizeable investment in easily 
marketable securities. The bulk of the 
investment of the institutions in shares 
and debentures is as a result of develop¬ 
ment in part of the issues underwritten 
by them in the past as also due to exercise 
of conversion option in respect of rupee 
loans to the assisted units. With a view 
to creating a wider market for industrial 
secutities and also for recycling the funds 
required for the growing volume of ope¬ 
rations, the institutions should, more 
than ever in the past, give greater atten¬ 
tion to unloading their holdings. As a 
matter of policy, Mr Pai suggested that 
the preference of the institutions should 
be one of not holding on to the securi¬ 
ties in which the investors are interested. 

Industrial Sickness 

The growth of industrial sickness is 
causing a lot of concern. The Institutions, 
more often than not, are helpless in tak¬ 
ing the steps in order to protect their 
interests. Mr Pai had rightly observed 
that finance is not the panacea for in¬ 
dustrial sickness nor is it the sole res¬ 
ponsibility of the banks and financial 
institutions. The attitude of the State 
Governments is often most unhelpful. The 
State Governments are concerned more 
with sustaining employment than produc¬ 
tion and very often the pressures of 
labour unions weigh more in their consi¬ 
deration than the viability of the units. 
Like his predecessor Mr R.K. Talwar, 
Mr Pai has also advocated the adminis¬ 
tration of euthanasia for irretrievable 
cases. While social considerations cannot 
be ignored they cannot be the sole 
I guiding factor and in any case the entire 
burden of social cost should not be passed 
on to the lenders. 


It is quite possible and also well within 
the operational control of the institutions 
to prevent industrial sickness allicting 
many a unit provided the institutions 
have an effective monitoring system. 

It is, of course, true that institutions 
reserve the right to appoint their nominees 
on the board of assisted concerns. The 
effectiveness of these nominees is rather 
doubtful. Mr Pai himself had agreed 
that a review of the system of nominee 
directors indicated that the experience of 
the institutions has been somewhat mixed. 
On many occasions certain matters that 
have a material bearing on the opera¬ 
tions of the company arc not reported 
to the board until it becomes absolutely 
assciUial to do ‘o. As at present, it ap¬ 
pears that the institutions stop short at 
conducting an appraisal at the pre-sanc¬ 
tion stage and disbursing the assistance 
in the expectation that the borrowers 
would report to them periodically. Tne 
validity of these reports as also the utility 
is doubtful. At least in respect of long 
gestation projects, the projects arc subject 
to environmental changes even before 
commissioning. 

Periodic Appraisal 

The institutions, it appears, do not 
periodically monitor the impact of 
these changes on the viability of the 
projects. These projects should be 
subjected to periodical appraisal even 
during implementation. This calls for 
constituting a monitoring team consisting 
of members of the institutions to monitor 
the affairs of the assisted concerns on 
full time basis till the operations are 
stabilised. The cost of such monitoring 
would be negligible compared to the 
enormous stake the institutions have in 
these projects. If need be. the cost could 
as well be charged to the borrower. For 
example, the cost of setting up a fertili¬ 
ser project amounts to around Rs 400 
crores. Nearly 90 per cent of the project 
cost is directly or indirectly financed 
by the institutions. Of the total assi¬ 
stance, term Joans by the institutions 
alone amounts to nearly Rs 320 crores 
allowing for a debt equity of 4; 1. In 
this the institutions earn an interest of 
nearly Rs 47 crores. Compared to this 
income, the cost of constituting a moni¬ 


toring committee would be rather neg^ 

Many borrowers may feel that thig'jl 
an interference in their activity, 
in the larger interests of the finan 
institutions this cannot be avoided. If I 
any reason the borrower discourages 
is not willing to subject himself to i 
a discipline, institutions should de 
from assisting such concerns. Constit 
ing such monitoring team, by itself, w| 
not avoid overrun or delayed implemeiil^ 
tion. But it will definitely put the finiuif! 
ing institutions on guard to protad 
their interests in a better manner than i 
the case now. 


Sethna’s Invitation til 
Engineering Industri 

I 

The Chairman of the Atomic Energ!^ 
Commission, Dr Hoini N. Sethna, deliverl 
ing the keynote addre.ss at the annufl 
general meeting of the Association 
Indian Engineering Industry fNorthei 
Region) while referring to the cngineerii 
industry's opportunity in the Indian m 
clear power programmes says that in 
next 20 years India would have 10 mi 
reactors of the 235-MW Narora m^ 
and 12 reactors of 500 MW capacity. 

He also said while there was clami 
for setting up nuclear power stations 
over the country the new plants would 
confined to such areas as were rein 
from coal fields, namely the westett|^ 
northern and southern regions. At futuni 
nuclear sites, instead of the two-reactO| 
combination as had been done so fiij| 
there would be four reactors each to tak^ 
optimum advantage of the facilities pr^i 
vided at power project sites. 

Defending the nuclear power pd 
gramme. Dr Scihna forecast higher capi 
city utilisation at nuclear power statiol 
compared to that at thermal po^ 
stations. He said that even at Rajasti^| 
Unit I the average capacity factor in 1 
at 53 per cent was higher than the 40 
45 tier cent achieved at the thcj 
stations. The Unit 11 had achieved 
operating factor of 80 per cent. Dr Sethi 
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he expected the Kalpakkam and 
[Mrora reactors under construction to 
levc a capacity factor of 65 to 75 per 
fpt. 

'^Following the indigenisation of nuclear 
^wer plants the quality of finished corn- 
events was even better than that of the 
Imported ones. There was also a substan- 

fabrication 

and in other jobs, though it had 
the country four to five years to 
iplete major components. 
t)r Sethna also referred to the problems 
by the industry in meeting the chal- 
of indigenisation due to brain drain 
the Middle East and other countries. 
it suggested that the industry should 
eecruit a large number of engineers at 
junior levels and train them up for main- 
‘^ning high quality in nuclear compo* 

m'" 

\ 'As over Rs 1,000 crores would be spent 
j the activities of the Department of 
^j^tomic Energy in the sixth Plan, the 
industry would have a lot to 
during the period, Dr Sethna 
specific 

which the industry could manu- 
^^acture. 

^ Lack of Rapport 

ISfv 

ge . One of the problems that we have been 
id^onstantly facing is being able to obtain 
within the country castings and 
i^rgings suitable for nuclear components, 
id^lthough India does possess some very 
|ood facilities such as the Alloy Steel 
Plant, Durgapur, Heavy Engineering 
Corporation, Ranchi and some dcvelop- 
^^ent tasks have been fairly successful in 
past, it has not been possible to get 
supplier of the special material 
the forging shop to work as a team 
give a total product meeting quality 
I^V^trements. The possibilities as to how 
facilities available at Mishra Dhatu 
; ^t^^am and BHEL. Hardwar, can be put 
'A> use are now being explored. Apart 
larger components, there is a 
demand for forged fittings 
/ifittzles and tube sheets for a variety of 
exchanges which can be taken on 
by the medium*sizcd forging 
ry. 

fe said the AEC had now obtained 
i within the country’s shops, compo- 
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nents^large and small, ^iear and con¬ 
ventional—for three reactors, namely, 
Rajasthan second unit and Madras units 1 
and 2. This phase of work covering a 
time span of 1970-80, should be looked 
upon as a period of ‘apprenticeship’ that 
is to say a period of learning. The plans 
for the next 20 years would involve ins¬ 
tallation of some ten reactors of the type 
being built at Narora and about 12 reac¬ 
tors of 500 MW to follow. Such a pro¬ 
gramme naturally poses a major challenge 
from the point of view of procuring timely 
supplies of components. India has now 
reached a stage where it is proposed to 
standardise the designs evolved for the 
Narora Atomic Power Project and use 
them in the subsequent 235 MW reactors 
that will be built at a number of locations. 
For the present the Planning Commission 
has agreed to the commencement of work 
on six such reactors during the Sixth Plan 
period. 


The Challenges 

Dr Sethna enumerated the specific chal¬ 
lenges facing the Indian engineering indus¬ 
try as follows: 

1. Fabrication of large stainless steel 
components of high precision, low distor¬ 
tion and highest quality welds for end 
shields and calandria. 

2. Fabrication of a variety of tanks 
and vessels in stainless steel using special 
grades not prone to intergranular stress 
corrosion cracking, with control on the 
extent of cold work, absence of sensitiza¬ 
tion and avoiding possible risks of con¬ 
tamination with harmful chlorides. 

3. Manufacture of special pumps for 
pumping heavy water involving mechani¬ 
cal shaft seals with zero leakage which 
can operate over extended periods of 
time without the need for seal replace¬ 
ment. 

4. Manufacture of heat exchangers for 
heavy water systems and other active 
fluids involving low-hold-up volume and 
high integrity, also incorporating feature 
for carrying out periodical eddy current 
testing of the tubes to monitor the health 
of the tubes in service. 

5. Large capacity pumps for condenser 
cooling water service so that a typical 235 
MW unit will be served with two cooling 
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water pumps (wUch oonild also % itsad 
in 500 MW reactors) with such pumps 
operating at high reliability. 

6 . Other rotary equipment, centrifugal 
chillers, air compressors, blowers and 
fans of high capacities operating with 
minimum or no attention for long periods 
of time; this is especially necessary as the 
equipment which operate in areas which 
cannot be approached during normal 
reactor operation must run satisfactorily 
for long periods of time between mainte¬ 
nance. 

7. Techniques for monitoring the 
health of rotating equipment in areas n,ot 
normally approachable during operation 
of the reactor. 


Improvement in 
Power Supply 


Even though there have been again signi¬ 
ficant slippages in the programme of 
adding 2,687 MWs to the installed capacity 
during 1980-81, the power situation in 
the critical period to June-end this year 
promises to remain much more comfor¬ 
table than in the last two years. This is 
due to the fact that not only hydel gene¬ 
ration is behaving well but also the ther¬ 
mal power stations have comfortable coal 
stocks following the concerted drive by 
railways to build them up during the last 
six months. In April, generation aggre¬ 
gated to 10,007 million units, as against 
8,521 million units during the correspon¬ 
ding month last year—a record increase 
of 17 per cent in this month in recent 
years. Hyde! generation was up by over 
20 per cent and thermal generation, inclu¬ 
ding nuclear, by 16 per cent. 

The capacity augmentation programme 
for 1980-81 envisaged an addition of 
2,687 MWs, besides the stabilisation of 
nearly 900 MWs capacity which had 
been rolled towards the close of 1979-80. 
Whereas the latter expectation did mate¬ 
rialise, the additional capacity rolled or 
commissioned upto January 31 was only 
around 1,200 MWs—way behind antici- - 
pation. According to the annual report 
of the Ministry of Energy, the installed 




generation capacity during 1980-81 was 
expected to go up by only 2,778 MWs, 
including the stabilisation of the approxi¬ 
mately 900 MWs capacity rolled in the 
previous year. This means that there will 
be about 800 MWs shortfall in the attain¬ 
ment of the target of 2,687 MWs set for 
the year. 

The commissioning of the Kalapakkam 
first unit (235 MWs) has again proved to 
be elusive; the only addition in the nuclear 
sector during the year has been the 220 
MWs second unit of Ranapratap Sagar. 
Thermal capacity had been augmented by 
January-end by 630 MWs and hydel capa¬ 
city by 350 MWs, as against the yearly 
target of 1,825 MWs and 407 MWs. 
While the latter target is stated to have 
been more or less accomplished by 
March-end, there has been a shortfall of 
about 600 MWs in the thermal sector, 
apart from the non-commissioning of the 
Kalapakkam unit No. 1. 

Power Mix 

A marked change is expected to take 
place in the power generation-mix during 
the current. Sixth Plan period. Whereas 
during the five years of the fifth Plan— 
1973-74 to 1978-79—the proportion of 
hydel capacity in the overall generation 
capacity declined from 38 per cent to 37 
per cent, that of thermal capacity grew 
from 59 per cent to 61 per cent. The 
Sixth Plan projections envisage that the 
share of hydel capacity will go down by 
1984-85 to just 31.6 per cent and that of 
thermal capacity will increase to 65.8 per 
cent. The remainder capacity is account¬ 
ed for by nuclear power. Whereas the 
percentage of nuclear capacity declined 
from 3 to 2 between 1973-74 and 1978-79, 
it is expected to grow to 2.6 per cent by 
1984-85. The subsequent five years, 
however, will again witness a reversal of 
this trend. Hydel capacity in 1989-90 is 
likely to account for 37 per cent of the 
total capacity. The thermal capacity in 
that year will account for 61 per cent. 
The balance two per cent capacity will be 
nuclear. 

This underscores the fact that if the 
power situation is to be kept under con- 
f trol during the remaining years of the 
current Plan, coal output will have to be 
increased commensurately. Any slippages 


in the coal development programmeJwill 
have wide-ranging impact on the eco¬ 
nomy. Incidentally, the increased share 
of thermal capacity in the aggregate in 
the Sixth Plan should ensure the base re¬ 
quirement of power being met more easi¬ 
ly throughout the country. 

The sharp change in the generation-mix 
during the Sixth Plan period obviously 
will result from the emphasis being plac¬ 
ed on the setting up of super thermal 
power stations. The first such unit at 
Singrauli is to be commissioned this year. 
By 1990, more than 7,000 MWs capacity 
is expected to be added by the first batch 
of the four super thermal power stations 
that have been sanctioned for being put 
up at Singrauli, Korba, Ramagundam and 
Farraka. Advance action has been initia¬ 
ted for identifying some more super ther¬ 
mal power stations. Feasibility reports 
in respect of such stations at Pench and 
Vaiden in Madhya Pradesh, Kahalgaon 
in Bihar, Talchcr in Orissa, Mangoor in 
Andhra Pradesh and second station at 
Singrauli arc at various stages of prepara¬ 
tion. All the super thermal stations, each 
ultimately to have a capacity of 2,000 
MWs, are to be set up in the central sec¬ 
tor under the aegis of the National 
Thermal Power Corporation. 

Central Schemes 

The role of the Centre in hydel gene¬ 
ration too is being enlarged. The hydel 
projects that have been taken up for in¬ 
vestigation and execution in the Central 
sector include Dul Hasti (390 MW) in 
Jammu and Kashmir, Koel Karo (710 
MW) in Bihar and Kol Dam (600 MW) 
in Himachal Pradesh. Another five 
schemes have been entrusted to the Central 
public sector agency in the field, namely, 
the National Hydro Power Corporation 
for investigation. These are: Eastern 
Ramganga (80 MWs), Dhauliganga (900 
MWs), Gori Ganga (450 MWs)—all the 
three schemes in Uttar Pradesh—and 
Chamera (640 MWs) and Parvati (1,900 
MWs) projects—both in Himachal Pra¬ 
desh. The NHPC is currently executing 
three projects within the country at Baira 
Siul(3y60 MW) in Himachal Pradesh, 
Salal (3x115 MWs) in Jammu and 
Kashmir and (3 x 35 MWs) at Lok Tak 
in Manipur, 


''•‘jt 

Another Central undertaking, the Noi^ 
Eastern Electric Power Corporation 
which is executing the Kopili 150 
project in Assam, is investigating 
projects—Ranganadi (500 MWs), Damn; 
(400 MWs) and Papu (80 MWs) il 
Arunachal Pradesh and Tuivai (200 MWM 
in Mizoram. :] 

The Central sector, which accounted foj 
12 per cent of the installed generatiof 
capacity in 1979-80, is expected to own lj| 
per cent of the capacity in 1984-85 and 2^ 
per cent in 1989-90. The growth in phyd 
cal terms will be from 3,720 MWs ii 
1979-80 to 8,190 MWs in 1984-85 and a 
much as 21,320 MWs in 1989-90. 


Export and 
Employment 


In his presidential address at the annui^ 
session of the Federation of Indiaij 
Chambers of Commerce & Industry, he|« 
recently, Mr K.N. Modi regretted tiu| 
India had to import commodities 8ud| 
as cement, paper, caustic soda, soda ai 
and fertilisers which we ourselves coul 
produce at a cost less than one third ( 
the landed prices. He asked why Ind 
should import at such exorbitant price 
when we could produce these commoditic 
at cheaper costs. He added that if Indi 
could avoid these imports, the trade defic| 
would have been reduced by ovcj 
Rs 2,000 crores. Mr Modi, of cour$(| 
was right in emphasising the need f(^ 
avoiding unnecessary imports. But hij 
argument that by importing these con§ 
modifies, we arc aggravating the problel 
of unemployment in our country is n< 
quite correct. 

Mr Modi said, “when we import, w 
create employment in other countrioi 
When we manufacture ourselves, vj 
jpreate employment right here. Wh 
should we lose this employment oppd 
tunity and to add inflation by importil 
from other countries?” It is true tb 
when wc import certain items for whic 
we have the capacity to manufacture, t]| 
employment in the industries conceme' 
is affected. But does it mean that tli 
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over-all employment position in the 
country suj^rs? For example, if we 
• import large quantities of cement, steel 
and similar items, do we not create 
employment since these are used for 
implementing various development 
schemes? If these imports had not been 
made, the creation of more employment 
opportunities would have suiFered. 

India has been attaching a great deal of 
importance to the promotion of exports. 
For 1981-82 we have fixed a target of 
Rs 8400 crores. If Mr Modi's argument 
' is taken seriously, the importing countries 
can say that, by buying goods from India, 
they are adding to their own unemploy¬ 
ment! Indian goods are being increas¬ 
ingly exported to a large number of 
developing countries, many of which are 
facing unemployment in an acute form. 
In the developed countries also many 


R. J. Venkateswaran 
writes from Calcutta 


industries have resorted to protectionist 
measures in order to safeguard employ¬ 
ment in certain industries. Therefore, 
is it right for India to create the impres¬ 
sion that when wc import from other 
countries, we add to the problem of our 
unemployment? On the other hand, wc 
should emphasise the fact that when we 
export goods we are generating employ¬ 
ment not only here but also in the 
countries which buy our goods because 
these help to develop their economy and 
promote more employment. Similarly, 
when we import capital goods and raw 
materials for our industries, we too are 
trying to solve the problem of our un¬ 
employment. 

Although export promotion has been 
getting a great deal of importance during 
the last fifteen years, the fact that thereby 
we create more employment in our 
country has not been sufficiently appre¬ 
ciated. One reason why many State 
Governments are not interested in export 
promotion is due to the fact that they 
are not clearly aware of the opportunities 
for employment that can be created by 
encouraging exports. Many State 
Governments seem to think that cxpc>rts 


help the country only to earn more 
foreign exchange. Since all the foreign 
exchange earned from exports goes 
entirely to the Centre, the State Govern¬ 
ments do not have much interest in this 
matter. But they should realise that by 
promoting export, a large volume of 
direct and indirect employment of a 
productive nature can be created. For 
example, the Task Force on agricultural 
exports, set up by the Commerce Minis¬ 
try some time ago, had indicated that the 
total agricultural exports could be step¬ 
ped up from Rs 1848 crorcs in 1976-77 to 
Rs 3125 crores by the end of the Sixth 
Plan. It envisaged great scope for the 
export of several items including meat, 
fish, fruits and vegetables, sugar, coffee, 
tea, pulses, cereals, tobacco, oilseeds and 
so on. The Task Force pointed out that 
in many products, the yield could be 
increased to levels twice as much, and in 
some cases even four times as much as 
the present yields so that the higher 
production can lake care of the growing 
domestic demand as well as the need for 
larger exports. 

It is therefore clear that an imaginative 
export strategy can create substantial 
opportunities for employment. The im¬ 
pact of imporls and exports on the 
employment situation has to be coircctly 
understood in order to avoid misunder¬ 
standing both in India and abroad. 


Bounty in Bengal 


In LAST November, Mr Jyoti Basu inform¬ 
ed the Prime Minister, Mrs Gandhi, that 
the Government of West Bengal had 
introduced certain measures to reduce 
expenditure. 1 hesc related to the non- 
creation of new posts, non-filling up of 
some posts, economics in petrol con¬ 
sumption and a 10 per cent cut in expen¬ 
diture. He pointed out that the Govern¬ 
ment would not cut the expenditure on the' 
Plan account since it would affect pro¬ 
duction and employment. The Chief 
Minister added however that due to the 
inflationary pressures, the Government 
could not afford to avoid the commit¬ 
ments relating to the dearness allowance 


Vij 

and other emoluments of its employeei^ 
He said that till a national formula wai|| 
adopted to regulate prices and JacomdK 
the Government would have to consid"* 
sympathetically the demand of its en 
loyees for higher salaries and allowano 

it is not surprising therefore that 1 
Goveinment has not only accepted all 1 
major recommendations of the second 
Pay Commission but has also improve^ 
upon them in some respects. The Financi| 
Minister, Dr Ashok Mitra, told tU 
Assembly on April 20 that the new paj 
scales would benefit 800,000 employed 
and the cost to the exchequer would bj 
Rs 6 crorcs per month. Teachers i| 
schools and colleges as well as non-teacii 
ing employees have also been given libo 
ral bjnefUs in the form of various alloD^ 
ances. 

Restructuring the Scales 

The Finance Minister explained th^ 
a Government employee, getting j 
total emolument of Rs 375 per moat 
would henceforth receive Rs 467.7* 
Municipal employees have also been giv^^ 
higher salaries and allowances. Tl| 
Minister for Local Government, Nj 
Prasanta Sur, announced on April 28 tfc 
the Government had decided to rc.stni| 
tiirc the pay scales of 30,000 employees j 
the urban local bodies and that they wo 
get remuneration on par with that of S 
Government employees. West 
budget for 1981-82 has estimated a cloa 
deficit of Rs 65 crorcs. The State Gov 
menl had earlier decided to write off ^ 
loans due from the farmers to the extd 
of Rs 40 crores. In this background,| 
incur an expenditure of about Rs i 
crores on account of the higher pay i 
allowances of the employees, it is fear 
will worsen the State Governme 
finances. Dr Mitra has said that he i 
appeal to the Central Government 
financial assistance to meet this ex 
expenditure but New Delhi will, of < 
turn it tiown. Dr Mitra has observed i 
the Centre is solely responsible for 
inflationary conditions and therefor 
has a duty to compensate the 
Governments for the deficit incurred f, 
them as a result of offering higher si 
ries and allowances to its staff. But i’ 
unconvincing to suggest that the Si 
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wmmeDts have no responsibility at all 
pdhecking inflation. 

^^owcvcr, now that the Oovernmcnt of 
(Test Bengal has shown a generous gesture 
Wards its employees, it should see to it 
iMX the latter reciprocated by stepping up 
pireificiency. There is vast scope for im- 
fovement in this direction especially in 
le management of the State under- 
|ddngs, almost all of which continue to 
iir heavy losses every year. The 
presentatives of the West Bengal State 
ctricity Board Power Engineers’ Asso- 
ation told the Electricity Enquiry Com- 
lission, set up by the Calcutta High 
hurt, on April 28 that the power crisis 
, as caused mainly by indiscipline and 
Inefficiency at all levels of the Board, 
^y disclosed that even persons who had 
1[udied only upto class four had been 
’^omoted as assistant engineers in the 
foard. On April 29, the Statesman repor- 
id that there had been ''a sudden deteri¬ 
oration in the services and a sharp fall” 
^ the sale of tickets of the Calcutta Stale 
'Ibasport Corporation in the last two 
due to large-scale absenteeism among 
i^fvers and conductors and the growing 
notice of not issuing tickets to passen- 
fp. It seems therefore that even after 
% substantial increase in the pay and 
ilrquisites of the employees, there is 
itle prospect of an improvement in the 
s$rformance of the Government depart- 
tots and its commercial undertakings. 

k 

Us 

lakery Development 


10-YEAR perspective plan for the 
i bakery industry covering the I980.S. 
liCh has been prepared by the Society 
I Indian Bakeries for the first time to 
' a major lacuna in the planning for 
; industry, expects that the consump- 
of bakery products will register a 
i-fold increase by 1990 from an 

i i&imated level of 1.048 million tonnes 
11979) to 3.096 million tonnes. Nearly 
jV of this G^usumption is accounted for 
^bread and|"onc-third by biscuits, the 
IWinder being the share of other mis- 
|aneous bakery products. The produc- 
of bread, estimated to be around 
iMXK) tonnes in 1979 is likely to grow 
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to 1.52 million tonnes during the 10-year 
period and that of biscuits from 348,000 
tonnes to 1.041 million tonnes. 

Since owing to its high output : capital 
ratio and large manpower requirements 
per unit of capital, the future expansion 
of the industry has already been reserved 
for the small-scale sector, the growth 
in the 1980s in the small-scale sector 
is anticipated to be at the rate of about 
11 per cent per annum. Although no 
further expansion is envisaged at pre¬ 
sent in the large-scale sector, the perspec¬ 
tive plan docs not rule out 5 to 7 per 
cent growth in the DGTD units, resulting 
primarily from the fuller utilisation of 
the available capacities. The share of the 
small-scale sector, including the tiny sec¬ 
tor, in the aggregate is expected to grow 
by 1990 to 84.4 per cent from 75 per cent 
presently in the production of bread and 
to 79.5 per cent from 71.6 per cent in the 
case of biscuits. The plan anticipates 
that employment in the industry will grow 
from 600,000 to 1.5 million. In view of 
this large employment potential and 
bakery products being common man's 
food, it has been suggested that the in¬ 
dustry should be classified as a pri¬ 
ority one. 

The wheat flour requirements of the 
industry by 1990 arc expected to grow to 
2.18 million tonnes, of which 1.14 mil¬ 
lion tonnes will be needed by the bread- 
making units, 596,000 tonnes by biscuit 
manufacturers and 381,000 tonnes for the 
production of other bakery products. 
Wheat requirements will be of the order 
of about four million tonnes. The capital 
requirements during the 10-year period 
are estimated around Rs 945 crorcs, of 
which Rs 430 crores investment will have 
to be made by 1985 and Rs 515 crores 
during the subsequent five years. The 
investment in machinery and equipment, 
of course, will be just around Rs 84 crorcs 
over the 10-ycar period. As special types 
of wheat flour are needed for different 
bakery products, it has been recommend¬ 
ed that attention should be paid to grow¬ 
ing the appropriate wheat varieties to the 
requisite extent. 

The Society feels that there is good 
scope for exporting bakery products. To 
fully exploit the export potential, not 
only the export procedures have to be 
streamlined but also quality raw materials 


and packaging materials have to be en** 
sured to producers at international prices. 
Efforts have also to be made to standar¬ 
dise packaging of most bakery products. 

Of particular significance is the sugges¬ 
tion for the creation of training fiscilities 
for small and tiny producers. The So¬ 
ciety regrets that there is no institution 
at present to impart training in biscuit 
manufacture. As the small-scale sector 
has to play a greater role in fhture under 
the policy of reservation, attention should 
be paid to the creation of training facility 
so that quality products can be manufac¬ 
tured. 

In the interest of enabling the industry 
to not only market its products at reason¬ 
able rates but also generate some funds 
for development, it has been recommend¬ 
ed that all taxes on bakery products, 
particularly bread, such as sales tax and 
octroi duty, should be abolished. It is 
pointed out that bread is subsidised in 
most countries, whereas significant taxes 
arc imposed on bread and biscuits in 
India directly or indirectly through levies 
on the principal raw material -maida. 
It is pertinently pointed out that the pro¬ 
fitability of the industry has been eroded 
a great deal in the recent years by the 
progressive increases in the prices of raw 
materials. 

To contain the prices of bakery pro¬ 
ducts within reasonable limits, it has been 
suggested that levy sugar should be made 
available to the industry and also the 
uptrend in the prices of shortening should 
be restrained. The marketing costs of 
smaller units, it is felt, can be kept low if 
the marketing infrastructure that the 
larger units have already built up can be 
utilised for the sale of the products of 
the small manufacturers through provi¬ 
sion of brand names to them. The use of 
brand names of the larger units by the 
smaller ones, it has been stressed, how¬ 
ever, should not lead to amalgamation of 
the capacities of the two for the purposes 
of computing the capacities of the toger 
units. This procedure should go some 
way in improving the products of the 
small units. It has also been recommend¬ 
ed that in the interest of tfie coordinated 
future development of the industry, a 
bakery industry development board should 
be set up in the near future, 
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Window on the World 


' f 

El Salvador: A Curtain-Raisel 

Sudhir Sen New York | 


It looks like a small move in a small 
country, but it is a “big signal”, so said a 
top-ranking American columnist on the 
iReagan administration's decision to 
intervene in El Salvador with military 
“advisers” and more advanced arms. 
The signal is, indeed, big; and, more than 
that, it is a curtain-raiser with ominous 
portents for the future. The diagnosis 
is hasty and faulty; the policy prescription 
is wrongheaded and callous. Yet, the 
administration seems determined to resort 
to the same kind of actions wherever it 
spots the spectre of Soviet-inspired 
Marxist activity. 

f The turmoil in El Salvador, needless to 
say, did not explode overnight. Rather, 
it marks the culmination of forces-- 
economic, social and political—that have 
been seething underneath for half a 
century or more. In a continent domi¬ 
nated by feudalism, authoritarianism and 
social injustice, this tiny republic of 4.5 
million people outshines the rest in all 
three respects. Its economy is of course 
still overwhelmingly agrarian, and consists 
mostly of coffee, sugar and cotton plan¬ 
tations developed since the late 19th 
century. They not only preempted most 
of the good land, but inevitably led to 
^ the concentration of political and econo¬ 
mic power in the hands of a microscopic 
minority. The vast majority of people 
remained desperately poor and helpless. 

The first rumblings of revolt surfaced 
in 1932. In that year several popular 
organisations which had sprouted in the 
late 1920’s, banded themselves together 
under the leadership of the Communist 
Party and sought to overthrow the 
Government that mainly served the 
wealthy landowners. The rebellion was 
brutally put down. In the process the 
killed about 32,000 people. The 
scars it left never healed. 

After year^ of relative quiet the popu¬ 



lar movement reemerged, and this time 
it apparently look to a more cautious and 
moderate route. Opposition parties 
were allowed to form in the mid-1960’s, 
and within a few years they joined hands 
to fight the elections—-first in 1972 and 
again in 1977. There is an almost unani¬ 
mous agreement that on both occasions 
the Opposition actually won the election, 
but was deprived of the fruits of victory 
by “massive fraud”. 

It is worth mentioning in parentheses 
that the candidate for president in 1972 
was Jose Napoleon Duarte, now the 
civilian head of the governing junta; and 
the vice-presidential candidate was 
Guillermo Ungo, now leader of the 
opposition Revolutionary Democratic 
Front. This fact has more than a passing 
significance. For, it shows that the 
ideological gulf between the two is not 
all that wide and should not be unbridge¬ 
able, given the right kind of initiative to 
seek a negotiated settlement. 

Popular Upsurge 

In more recent years a fresh crop of 
popular organisations sprang up—both in 
the countryside and in the cities—among 
peasants, students, educators, profes¬ 
sionals and other groups. The goals they 
pursued were similar—agrarian reform, 
higher wages, an end of repression along 
with more specific economic and political 
demands. Most of the groups followed 
non-violent means, but some had less 
scruples about tactics and were unwilling 
to abjure violence. Faced with relentless 
repression and the stubborn refusal of the 
military and the landed oligarchy to 
relax control, they turned increasingly to 
guerilla methods. To brand them indis¬ 
criminately as “terrorists” is a gross 
misreading of the impulses that motivate 
them. 

For a while, in October 1979, there 


seemed to be a sudden break in the cloud 
In that month, the more enlightened anj 
mostly young army officers staged t 
coup, ended the dictatorship of Generi 
Carlos Humberto Romero, and jnstitutaj 
a new regime by a reform-minded jura 
comprising both military men and politi 
cians. There was renewed hope that m 
long-delayed economic and social change 
could perhaps be achieved peacefulljj 
But the hope was shortlived. The younj 
progressive officers soon lost power t 
the right wing of the military; most c 
the civilian members of the junta wer, 
elbowed out in January, 1980, and ii 
frustration they joined the opposition. Sj 
did the other organisations which had I? 
long stood on the sidelines. | 

Only Alternative ^ 

Such, then, is the tangled backgrous 
of the present crisis in El Salvador. Yc 
60 far the Reagan administration hi 
taken scant notice of these depressil 
facts. Instead, it rushed precipitately ’ 
commit itself with men, money ai 
weapon to the present regime. Late 
when faced with mounting pressure i 
home, it came out, ex post facto, withf 
three-fold justification of its actiofi 
namely: that the Duarte regime is tl 
•‘only moderate alternative” to the ft 
right and the far left; that the peopl 
of El Salvador prefer it to the guerilla^ 
that it is carrying out changes like Ian 
reform while guaranteeing elections to tt 
held in 1982. But the validity of thef 
arguments has been challenged f 
knowledgeable people, including ti 
"former US Ambassador to El Salvadq 
Mr Robert E. White, who was prcemptor| 
discharged by the Secretary of Stat 
Mr Alexander Haig. 

Can the present regime really be calh 
“moderate”? Their answer is, N 
As mentioned above, the youc 

I 
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Ibirmist military men who were res- 
Qsible for the October 1979 
up arc no longer there; they have 
en demoted, replaced, dismissed—or 
$11ed. The fact is that the junta now in 
jbwer is not the same as the moderate 
Ipvernment of 1979. It has radically 
Dged its complexion and is now 
uinated by the rightist military officers. 
H the same reason it has proved unable, 
’ unwilling, to control those elements of 
! military that are senselessly torturing 
1 killing civilians even when they are 
ent and have no connection with 
rebel camp. 

Diverse Elements 

Can the opposition be labelled as 
bxtreme left*’? Again, the consensus 
inong informed people is, No. The 
b'^lied Left is an agglomeration of 
^jverse elements ranging from the centre 
K the far left, which has built for itself a 
ss base through decade-long effort, 
main driving force behind it is a 
^tter past—of frustrated reforms and 
tiudulcnt elections. It apparently enjoys 
at sympathy among the populace and, 
.cording to some authoritative estimates, 
’^. backed by 8o per cent of the people. 
^^4tt faced with the unbridled brutality 
l^leashcd by the military operating 
’l^ind a civilian facade, they arc perforce 
^Wintaining a low profile. 

^ As for future elections, the Duarte 
^^ovemmenl has scheduled them for 1982 
|jearly under pressure from the Reagan 
^ministration. But how meaningful 
I'jll be the elections, assuming that they 
[It actually be held? Will the military 
frain from resorting to fraud and 
timidation if it finds itself in danger of 
sing? And if by some miracle, free 

E fair elections arc hcUl and the oppo- 
m actually wins, will the results be 
ouied in practice? Finally, as one 
[jpnner olTicial pointedly asks, “Who’s 
l^ing to run against Duarte? Who’s 
^ing to go to LI Salvador and run for 
fjjection?*' These arc all troublesome 
mestions and, after the experience of 
'^72 and 1977, only an inveterate opti* 
pist will take a rosy view of the promised 
ction. In fact, the promise itself is 
Itle more than a ploy. It helps lend a 
ablance of rationality to the adminis¬ 
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tration*s actions, and it buys badly needed 
time to sort out the full implications of 
the clumsy initiatives it has taken. 

By far the most hopeful event in this 
grim scenario is land reform. But, alas, 
it has also become highly controversial, 
being badly caught in a cross-fire both 
from the right and the left, and is 
drowned in a welter of confused and 
contradictory reports. Nevertheless, the 
essential facts as outlined below stand out 
as incontrovertible. 

The Salvadoran moderates felt convin¬ 
ced, especially after the long and bloody 
civil war in neighbouring Nicaragua, that 
there was only one way of forestalling a 
similar calamity in their own country. 
And this, more than anything else, led 
them to overthrow the dictatorial regime 
of General Humberto Romero. After 
the coup they promptly drafted a basic 
reform Jaw, and Jose Rudolfo Viera, the 
head of the nation’s largest Peasant 
Union, was appointed to run the Govern¬ 
ment’s land reform agency, called the 
Salvadoran Institute of Agrarian Trans¬ 
formation. Mr Viera and his union 
suggested some changes in the draft law, 
pushed hard for its rapid implementation, 
and to facilitate this trained 400 peasant 
workers. 

Significant Programme 

The basic land reform Jaw, in its 
concept and specific formulation, was 
entirely indigenous; the US Government 
role was peripheral, being confined to 
some technical assistance and financial 
aid. However, Mr Viera, with the help 
of the AFL-CIO, obtained the services 
of an American consultant, Mr Roy L. 
Prosterman, Professor of Law at the 
University of Washington Law School, to 
advise him on the new law. A profes¬ 
sional with rare credentials—Mr Protcr- 
man has conducted field studies of land 
reform in 16 developing countries and 
had also prepared an imaginative land- 
to-the-tiller programme for South Vietnam 
in the dark days of Vietnam war -he has 
characterised El Salvador’s “sweeping” 
land reform programme as one of the 
“most significant” in Latin America’s 
history, and it also became the centre- 
piece” of the United States policy in that 
strife - torn country. But now he is 
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worried about the Reagan administration’s 
attitude and the danger of an abrupt 
change of course. 

According to Mr Prosterman, land 
reform in El Salvador is already an 
“accomplished fact”. Under the decree 
of March 5, 1980, the 283 largest estates 
(1,235 acres and over) were transferred 
to 62,000 families of agricultural labourers 
and are now farmed as cooperatives. 
Under a second decree, of April 28, 1980, 
all El Salvador’s 150,000 tenant and 
sharecroppor families were given the land 
they tilled on 7,500 farms of all sizes. 
Together, 40 per cent of all cropland has 
been transferred to more than 210,000 
peasant families. Two-thirds of the 
country's 300,(00 landless farm workers 
and tenants have been the beneficiaries. 
About 150,000 now operate their own 
family farms. 

Self-financing 

The reform, Mr Prosterman empha- 
size.s, took special care to maintain the 
existing scale of agriculture and to avoid •‘3 
disruption of families or production. 
Compensation is being paid to the former 
owners in bonds and cash based on their 
1976-77 tax declarations. The new owners 
arc to reimburse the Government over a 
30-year period. Thus, the reform is being 
carried out as a selFfinancing undertaking. 

In 1979, Fil Salvador had Latin 
America’s highest ratio of tenant farmers 
to the general population. But now it 
has none, and former tenants farm their 
own plots. True, the plots are small in 
size, about two acres. But, as 
Mr Prosterman rightly reminds the critics, 
land reforms in Japan, Taiwan and South ^ 
Korea resulted in even smaller-size plots. 
And since owner-operators had all the 
incentives to cultivate the family farms 
much more effectively, they were followed 
by a rapid rise in pcr-acrc productivity. 

El Salvador should be able to replicate 
the same experience, if anything even 
more easily because of the added advan¬ 
tage it has in a lush tropical climate. 

The owner-farmers, Mr Prosterman 
tells us, have already raised bumper crops 
and are now “eating their first harvest, 
with enough left over to export ‘ to ^ 
Guatemala and Nicaragua”. The critics 
demur and point out that last year cotton 



production fell by 35 per cent and coffee 
by 10 per cent. Part of this decline, 

^ experts agree, was due to guerilla activi¬ 
ties in the producing areas, but the main 
reason was a switch on many farms from 
cotton to corn. Contrary to the ciitics’ 
view, this is not a minus, but a big plus. 
For, a major objective of the reform is 
to bring about exactly this kind of shift 
so that farmers may rapidly step up food 
production to feed themselves and others, 
rather than continue to grow cash crops 
on big farms for the export market to 
> enrich the big landlords. 

The distribution of ownership titles 
and the payment of bond-cash compen¬ 
sation have suflTered delays because of the 
violence that is wrecking the country. 
Still, progress is being made, and the 
whole process should be completed in 
another year—ifthe political will persists 
and the clock is not turned back. This 
is a/ateful if, and the ultimate hinge of 
fate in this ca.se is the Reagan-Huig policy. 

In February, President Reagan sent a 
“signal'' to the Soviet Union. He drew 
a line at El Salvador and declaied that 
the United Stales would not toleiate 
“outside intervention” in Latin America. 
Some of his aides evoked the Monroe 
Doctrine even more bluntly. In addiiion. 
Secretary of State, Mr Haig announced 
that the flow of arms to FI Salvador 
would be stopped, if ncce.ssary “at the 
source” implying a threat to blockade 
Cuba. And, for a time at least, he de¬ 
manded the support ol* the Allies and 
made it a “test case” of the constancy of 
their stand against Soviet expansionism. 

Strident Policy 

This strident policy created an uproar, 
both at home and abroad. Since then 
the voice has been lowered and the El 
Salvador crisis cooled for several reasons: 
strong domestic opposition that conjured 
up the spectre of “another Vietnam”, 
almost uniform opposition from the 
Western Allies and the sobering counsel 
given by the Prime Ministers of Britain 
and Canada, the President of Mexico, the 
Foreign Ministers of France and West 
Germany among others; the danger of 
£1 Salvador monopolising public atten¬ 
tion and thereby pushing the economic 
recovery programme, the President's 


number one priority, into the back¬ 
ground; and, finally, the assassin's bullet 
that has temporarily immobilized him. 
But the lull is not expected to last long. 
And in all probability it signifies a 
change of tactics, not of policy. 

So far the United States has despatched 
56 military advisers who, Mr Reagan has 
assured, would be withdrawn by July. 
It has contributed S30 million as direct 
aid for the agrarian programme in the 
last and the present fiscal year. It is 
giving another 5^27 million in indirect 
aid, mostly as grants to the private sector. 
And it is considering an additional eco¬ 
nomic emergency aid package of S200 
million, including help through the 
international agencies. 

Big Question 

The big question now is whether all this 
represents only the thin end of the wedge 
and, above all, whether or not the des¬ 
patch of military advisers will be follow¬ 
ed some day by the despatch of American 
troops. It is still too early to judge how 
this involvement will shape up in the end. 
What seems cenain, however, is that the 
Reaganites will tenaciously pursue their 
goal by one means or another. 

Recently, there have been several 
reports of training camps for rightwing 
Cuban and Nicaraguan guerillas located 
in Florida, of people trained in these 
camps carrying out attacks on the Govern¬ 
ments of those countries, also of ‘ ‘death 
squads” bankrolled by them to kill pro- 
reform leaders in El Salvador. Moreover, 
observers report that the Guatemalan 
right and the Honduran military arc 
ready to join the battle against the 
Salvadoran opposition forces. And they 
arc of course heartened by Secretary of 
State Haig's public espousal of the 
“domino theory” that would topple the 
Central American states, one by one. 
into the Communist camp, with El 
Salvador as the second target (after 
Nicaragua) and Mexico at the end of the 
line. This means that a regional explo¬ 
sion engulfing the Central American 
states cannot be ruled out. 

Astute observers believe that the 
Reaganites are using the events in El 
Salvador for testing the domestic water.s— 
that is, to determine the limits of tloe- 


rance of pui»lic opinion on US intia:^ 
tion abroad—in £1 Salvador, Cuba»^| 
elsewhere, 

The message for the Third-Worltf iji 
clear. The United States, under ^ 
Reagan regime, is concerned exclusiyii 
with what it considers its global-strataj|| 
interest in a heated-up cold war with fll| 
Soviet Union. It is therefore makh 
common cause with all regimes, howevf 
reactionary and repressive, as long i 
they take an avowed anti-Soviet stani 
And it is doing so without qualms abo 
the hopes and aspirations of the peopi 
and their struggle for political and econ 
mic justice. 

This has unquestionably strengthen^ 
the extreme rightists in El Salvador, wl 
would dearly love to undo the lal 
reform and go back to the status 
ante. It may be too late for them to i 
so, but not too late to cieate disruptioi 
through rccklc.ss violence. This w 
grimly exemplified on January 3 wh 
right-wing death squads murdered Jo 
Rudolfo Viera along with his 
American advisers, Michael Hammer atj 
Mark David Pcarlnian. } 

r 

Wrath of Reds | 

Meanwhile, land reform has attrao^ 
the wrath of the leftist revolutionati 
for a dilFercnt reason. It has undem 
the peasant support they had bM 
relying upon, by hurridely substituting j 
land-to-thc-tillcr programme for il 
Cuban-Soviet type of collectivised fan! 
they would have introduced at the eartM 
opportunity. | 

If El Salvador is a curtain-raiser | 
the Reagan’s muscle-based polici' 
towards the Third World countries, 
so also in another, and no less profourj 
sense: it reveals how fast lime is runnlj 
out for them lo carry out effective la 
reform pcace/iilly, that is, to liquicfi 
archaic landlordism on payment of a f 
compen.sation and lo create an army 
self-reliant owner-farmers intensiV 

"working their family holdings. This 
the road the developing countries ni 
travel to raise their food production f i 
enough to feed their still-soaring ppL 
lation, to stamp out poverty and hunj • 
to speed their overall development, ’ 
achieve domestic peace and stability, t 
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A hreati) 
of freshness! 

JIYAJEE SUITING, SHIRTING 
and COTTON PRINTS are 
something different from the 
run-of-the-mill clothes 
available today. 

JIYAJEE is like a Breath of 
Fresh Air after a long search 
for the right kind of SUITING, 
SHIRTING & COTTON PRINTS. 
You will immediately like 
yourself more. 

Because JIYAJEE SUITING. 
SHIRTING & COTTON PRINTS 
are meant just for you. 

JIYAJEE-even for the Wildest 
of Surroundings! 


JIYIUEE 

SUITING-SHWVTmO 

COTTON PRINTS 

JIYAJEERAO COTTON MILLS LTD., 
BIRLANAGAR GWALIOR <M. P.) 



























































































































































































too miicB time inis Ibeen wasted iiomg kr 
too little on this vital front in the last 
^three decades which have been marked by 
pious talks, callous shrugs, elaborate 
charades, massive fraud and suicidal 
self-deception. 

Not too far down the road loom 
famines of unimaginable dimensions. 
The prospects of peaceful transition 
from outdated feudalism to modern high- 
yielding owner-farming are waning day 
by day. Meanwhile, forces conducive to 
violent uprisings are steadily gaining in 
I strength, especially in the countryside. 
£1 Salvador should serve as an eye- 
opener. It will render an inestimable 
historic service if it can jolt the Third 
World countries to their senses and halt 
them from sleepwalking into abysmal 
disasters. 


US Foreign Exchange 
Intervention Halted 


r. 




The us Treasury announced a major 
change in the US foreign exchange inter¬ 
vention strategy recently that should im¬ 
prove the conduct of the US domestic 
monetary policy. The Federal Reserve 
System—operating through its foreign- 
exchange trading desk at the New York 
Federal Reserve Bank—will no longer 
intervene in the foreign exchange markets, 
except in emergencies. This shift should 
have no effect on the dollar’s foreign 
exchange value or on worldwide foreign 
exchange markets, since the magnitude of 
the US intervention activities has histori¬ 
cally been small compared with the total 
size of actual and potential foreign ex¬ 
change transactions. The change should, 
however make for a more consistently 
applied US monetary policy. 

For example, last winter there was a 
basic conflict in the tactics employed by 
the Federal Reserve’s foreign-exchange 
desk and the domestic open market 
desk. The foreign desk was a net pur¬ 
chaser of foreign currencies—usually Ger¬ 
man marks—and thus a supplier of dollars 
to world money markets. The domestic 
desk, which operates in volumes many 
times the size of the foreign desk, was 


‘‘i:"'. •' );.. 

attempting during this $wkt period to con¬ 
strain the growth of the money supply. 
Thus, the domestic desk consistently off¬ 
set the impact of the foreign desk's tran¬ 
sactions on world money markets. 

This inconsistency m basic operations 
by the Federel Reserve has been address¬ 
ed in the intervention strategy imposed by 
Treasury Under-secretary Sprinkcl. If the 
United States adopts a fundamentally 
more restrictive monetary policy than its 
trading partners, policymakers should 
adticipate that the dollar will strengthen. 
To resist this dollar strength through 
market intervention is fruitless, even when 
this intervention is carried out on a day- 
to-day basis with the objective of reducing 
exchange rate volatility. 

The presumed basis for the new 
strategy is the proposition that foreign 
exchange markets are linked closely to 
domestic money markets. Indeed, most 
international banks locate their foreign 
exchange and money-market dealers in 
the same trading room with access to the 
same information, which they can share. 
This makes for extremely efficient mar¬ 
kets that are tightly linked. With the 
new intervention strategy, the Treasury 
has acknowledged that attempts to play 
one market against another are not viable 
operational strategies for the Federal 
Reserve. 


Subsidies Make a 
Mockery of the EEC 




Only weeks after the new EEC Com¬ 
mission took up office, the mood in 
Brussels is grim again. Even crisis- 
hardened Eurocrats and diplomats are 
pessimistic and irritable. Perhaps the 
general world malaise plays a part, but 
home-made EEC problems are certainly 
the main cause, with the renewed failure 
of fishery negotiations shaking even the 
most incorrigible optimists. 

The experts had agreed on all the 
details but agreement foundered on the 
political inflexibility and obstinacy of 
the British and the French. Negotiations 
on a common fishing policy have been 
going on for four years and still there 
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is no i^esult. Is it any wdfi^ 'tiiift 
EEC’s reputation is at a lo^w ebb? 
compared with other problems facing 
EEC fisheries policy is a minor 
The Commission will have to 
proposals for a structural reform 
expenditure by summer. The aim be; 
this bureaucratic formulation is to 
the cost of the Common Agricul 
Policy and use the money saved 
other ends. 


Insoluble Problem 

The Commission was asked to revli 
the Community’s financial structure aftS 
the row between Britain and the 
about net payments to the Commi 
EEC Commissioners are already sayi 
this problem is simply insoluble as thi 
stand. 

Even without protest demonstratic^ 
by farmers, the general opinion in 
scis is that there is no chance of a radic^ 
reform being introduced and acceptd 
by all Community members. 

Leading civil servants say they woulj 
be pleased if they could bring about j 
trend change and prevent a further 
crease in costs. 

But the agricultural price rise, gt^ 
the difficult situation farmers 
now sure to be higher than would 
been predicted a few months ago. 

Hopes of additional funds becon 
available for other purposes can be ! 
gotten, Bonn, Paris and London havj| 
made it clear that they will not accc| 
an increase in Community revenue 
Value Added Tax. 

This automatically raises the questij' 
of British contributions. BriUin wolf 
cut in contributions, but only until ^ 
end of this year. From 1982 it 
have to pay more. 

The unmistakable writing on the 
has led many to conclude that this 1 
be a major crisis year for the EEC,, 

If funds from the EEC run 
member-countries, urdcr pressure 
their farmers, will subsidise agricuf|| 
from their national budgets. ,r:| 

This admittedly already happens,-^|S‘ 
it is controlled and limited to specif. 
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although the French are now 
:>ut to break the rules here. 

"The French farmers have been 
^i^omised a one-billion-franc payout. 
Bonn and London will be 
to stick to Community rules, but 
j^hpnntries such as Ireland and crisis-ridden 
^ Jy will hardly be able to do so. 

^ It is doubtful whether the EEC could 
1 such a test, and it will face similar 
Its in commerce and trade policy too. 

l^iThe West Germans and others favour 
ii-market policies but with the 
tiese making ever greater inroads 
re is increasing resistance to this. 

f^France has to all intents and purposes 
lapped out of the common trade policy 
is applying administrative restric- 
to Japanese imports. 

[ Other countries are pursuing similar 
Jicies. This cannot go on much longer 
the contractually-binding common 
policy will only exist on paper. 

If'And the countries who do not apply 
rictive policies, such as West 
rmany, will have to pay the bill. 

I There is an increasing trend through- 
it the Community to keep ailing in- 
itries on life-support systems in the 
l^pe of subsidies. 

|?The British, Belgian, French and 
ian steel industries could not survive 
|thout national subsidies. 

!f/®veryone knows that there is little 
at in keeping uncompetitive indus- 
alive at high cost to the taxpayer 
it many Governments find it advisable, 
ist their better judgment and under 
sure from trade unions and detcrio- 
ting social conditions, to make these 
sidies all the same, 
ke German steel manufacturers will 
also be obliged to demand State 
sidies in order to compete. 

widespread feeling in Brussels 
|t nothing can really be done in the 
Ottomic field is the deeper reason 
kind the plans for a European Union 
|>w being put forward. ^ 

^The idea put forward by Bonn For- 
Minister, Hans Dietrich Genscher 
since been taken up b^ other com- 
lity politicians, including the new 


President of the EEC Cdmmission, Gaston 
Thorn of Luxembourg. 

Herr Genscher’s proposal is that a 
framework treaty on European Union 
should increase Community solidarity 
and help solve the difficult financial 
problems the EEC is facing. 

But the main emphasis is on more 
coordination of defence policy and closer 
cultural cooperation. A shift in em¬ 
phasis from economics to defence and 
culture has long been under discussion. 

However, in Brussels one has the im¬ 
pression that this is a kind of retrench¬ 
ment aimed at preventing the Commu¬ 
nity from collapsing completely if eco¬ 
nomic problems continue to intensify. 

The original idea of the Community’s 
founders to weld the Community eco¬ 
nomically and then build political union 
upon this structure, is no longer consi¬ 
dered feasible. 

It remains to be seen whether politi¬ 
cal cooperation without common eco¬ 
nomic interests meets a better fate. 


New Solar Cell is 
More Effective 


A MORE energy-effective solar cell has 
been developed at Erlangen University. 

The new cell is easier to produce, so it 
should also be cheaper. 

The current cell, made of monocrystal¬ 
line silicon, is 13 to 14 per cent effective. 

But the new one, developed by R. Hezel 
of the university’s Material Sciences De¬ 
partment, is 16 per cent effective, 

This could easily be boosted to 19 per 
cent in the near future. 

Hezel’s development could be an im¬ 
portant step towards the economical use 
of solar cells. 

Much effort is going into reducing 
costs in this form of energy 

One method is to use polycrystalline 
or amorphous material instead of the ex¬ 
pensive silicon chips. This is cheaper, 
but less effective, as greater amounts are 
needed. 

To produce traditional silicon solar 
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cells it is necessary to change the ma¬ 
terial's electrical qualities that a **np 
transition”—or border layer between po¬ 
sitive and negative particles—is formed. 

For this purpose extraenous substances 
such as phosphorus are heated up to 850 
degrees and mixed with the silicon. 

However, the high temperature alters 
crystalline structure and this affects effec¬ 
tiveness. 

Hezers method does not entail the use 
of high temperatures and so the material 
is not subjected to such pressure, and the 
number of procedures involved is also ^ 
fewer. The new solar cell has a 
fundamentally different structure. 

The silicon is covered by a thin oxide 
layer of 1.2 to 1.6 nanometres. On top 
of this conies a silicon nitride layer 80 
nanometres thick. Here positive charges 
arise and these are vital for the effective 
functioning of a .solar cell. 

When light has created a positive and 
a negative charge carrier, they arc separat¬ 
ed in an electrical field. The electrons 
penetrate the oxide layer and enter the 
metal electiodes in the silicon nitrite. ' 
The electric voltage in these cells is higher 
than in normal cells. 

The silicon nitrite forms an opaque, 
mechanically and chemically powerfull 
resistant layer. This layer is the product 
of a chemical reaction between silan and 
ammonia on the silicon disc. 

In this process atomic hydrogen is pro¬ 
duced, which neutralises crystalline de¬ 
fects. This improves effectiveness, parti¬ 
cularly useful in the case of polycrystal¬ 
line carriers. 
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Point of View 


Energy Dilemma: Economists' Viewpoii 


Joyashree Kar 


Energy is not scarce. It requires the art to convert It according to 
one’s needs. There are two types of energy, replenishable and 
non-replenishable. So far It Is the non«replenishable energy sources 
that have been utilised. Natural scientists are trying to harness 
solar and other replenishable sources. However the energy technology 
of the future is yet uncertain. The author states that the energy 
policy of the future should be multidimensional which takes into 
account supply of pollution-free energy at reasonable cost. 


The energy debate is echoing from each 
and every corner of the world. Today the 
energy problem is a pivot around which 
all the socio-politico-ecoromic problems 
are revolving. Why so much clamour 
on the energy front? is energy a scarce 
resource? What is the solution to this 
mounting problem? Do the natural 
^scientists have monopoly in the solution 
of the problem? 

Energy by itself is never scarce. Each 
and every object in this universe has its 
mass and energy. One only requires the 
art to convert them according to one’s 
needs. All the natural resources, including 
energy, are of two types-replenishable 
and non-replenishable. Replenishable 
resources like sunshine, water, etc, grow 
biologically. Non-replenishablc resour¬ 
ces like minerals, petroleum, coal, etc, 
exhaust with time due to exploitation 
and extraction. 

If the available technology permits a 
system to derive its energy needs from 
the replenishable sources then it will work 
uninterrupted till eternity. On the other 
hand, if the technology compels the sys¬ 
tem to rely solely on non-replenishable 
resources, then a time is bound to come 
when the system will face scarcity of 
these resources 

The direct cause for the present concern 
is that tl c global demand for energy is 
primarily met by the non-replenishable 
energy sources. Therefore, the threat of 
^an imbalance between the demand for and 
^he supply of the energy sources with the 
present technologies in hand is hanging 


like a Damocles* Sword on the present 
generation. 

The second reason, which is no less 
important, arises from the multidimentio- 
nal consequences of the energy usage 
which is indirectly sapping our vitality. 

There is a third reason for concern 
which is equally important but is often 
eclipsed by the other two. It is the dis¬ 
parity in the distribution and consump¬ 
tion pattern of energy between the nations 
as well as within the nations among diffe¬ 
rent groups. Let us elaborate on these 
aspects. 

The root of the present energy menace 
lies in the fact that since the dawn of 
civilisation, attempt has been to 
convert the non-replenishable energy 
sources, without any effort until very re¬ 
cently to harness the replenishable energy 
sources. Till 1960*s optimism on the 
energy front was running high. Realisa¬ 
tion of an impending imbalance between 
demand for and supply of energy sources 
came very late. IJiere has been shift in 
the type of fuel consumed from firewood 
to coal, coal to oil and at present electri¬ 
city and oil dominate a large part of the 
total energy consumption. In the 1950’s, 
oil was so cheap that even the coal-abun¬ 
dant countries developed oil-intensive 
technologies. The number of oil import¬ 
ing countries increased day by day making 
themselves vulnerable to the world oil 
market fluctuations. This optimism receiv¬ 
ed a joU for the first time due to the Arab 
oil embargo in 1973-74 and overnight 
rise in the price. Even after the rise in 
the import price of oil from $2 to $14 


importers of oil, did not think in terms < 
alternatives to oil, since till then oil contfi 
nued to be cheaper than its alternative. 

However, the decision of the OPEC jiH 
1979 to raise the oil price by 35 per < 
was successful in stirring the impor 
world. India’s import bill on account < 
oil which rose from Rs 52crorcs in 193 
to Rs '316 crores in 1976-77, Rs 37 
crorcs in 1979-80 and over Rs 5000 cror 
in 1980-81 is a burden on its domesti 
economy due to its inflationary imp 
Although the Fusing trend in import bifl j 
true for both developed and developiii 
countries, for the former it will redu 
only the affluence but for the later 
will adversely affect the tempo of growth^ j 

Pollution Problem 

1 he second reason for concern isvei^i 
strong but has attracted attention 
recently. Production, conversion 
use of energy emits residuals (effii 
heat, radiation etc) into air, wat 
and land, thus adding to pollution 
increasing social costs. This has led i 
an ecological imbalance. Meteorologisi 
fear that the global climate may be chan]^ 
ed by the carbon dioxide and othif 
gaseous matters released by the combu^ 
tion of fossil fuels. Ecologists fear tha^i 
there may be no resiliency if more an^, 
more toxic materials are vented into th^ 
air, water and land. Thus, the use ojf 
non-replenishable energy sources came Uf 
the civilisation disguised as a boon witt^ 
all its curse unobseived until very late. 
India the situation is even worse, due 
the continued consumption of non-conia 
mcTcial fuel varieties like firewood, dut 
cakes, etc, to a very largo extent. Mon 
qyer, although the procurement cost < 
these fuel varieties is zero from an indiv 
dual’s point of view, the opportunity 
of their use is very high. ;;j 

Another aspect of the energy probtetti^ 
which is often overlaokcd is the disparity 
in its distribution among various groups 
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sumers. The richer nations with 
; population consume much more than 
M underdeveloped nations with more 
li^ulation. The USA with only six per 
nt of the world's population consumes 
li^^ird of the world energy. The average 
I consumes 200 times the energy 
1 for survival. While the developed 
ns consume more energy to add to 
lir affluence, less is available for the 
rdeveloped ones to meet even their 
limum needs for survival. The richer 
Ions are not only using up the oil but 
I also contributing to the rising prices 
* oil. The developing countries face a 
Qdrance in their big leap forward in 
nnomic development, since the latter 
nds, now-a-days, to a large extent on 
' cost oil for fertiliser, irrigation, trans- 
tation and industrialisation. 


Prominent Disparity 

[ In a country like India, the disparity in 
consumption pattern of different 
oups is very much prominent. 

! The above discussion makes it clear 
at besides its present scarcity, energy 
^ posed a new challenge to the society 
tie to its unequal distiibution and 
Averse esviionmental effect of produc- 
pn and use. 

I The most straightforward and gene- 
Uy accepted line of solution for the 
sent energy problem may be the deve- 
pment of technology so as to increase 
t supply of pollution-free replenishable 
ergy sources at reasonable price, 
^atural scientists are trying to harness 
blar energy and energy from ihcrmo- 
(iclear fusion process. However, these are 
: the experimental stage and are opti- 
liiistically expected to materialise not 
fore at least two more decades. Thcrc- 
before any breakthrough in the 
ply side, the world has to pass through 
I transition phase. Moreover, the ‘tcch- 
ology of the future' is also very uncer- 
I and also it is doubtful how far the 
technology would be acceptable to 
advantageous for the capital scarce, 
scarce, labour abundant develop- 
ag and underdeveloped nations. Therc- 
e, energy policy should not be formu- 
[ in isolation as it has multidimen- 
unal connections with the economy. The 
ind in the demand for eneitly due to 


the various developmentai programmes 
should be the guiding principle for energy 
policy. 

The transition phase will continue to 
be characterised by rising prices, worsen¬ 
ing supply condition and rising demand. 
Every nation is thinking in terms of re¬ 
ducing the import bill on account of oil 
and is thus emphasising the policy of 
energy conservation. The practicability 
of energy conservation policy depends on 
the energy demand structure. The notion 
of energy conservation is that emphasis 
on energy-saving technology would be 
able to buy time so that the horizon of 
the doomsday for the non-replenishable 
energy sources can be pushed further. It 
will however depend on the degree of 
substitutability between energy and capi¬ 
tal. It is expected that through conser¬ 
vation policy, the present level of con¬ 
sumption will be brought down to a very 
large extent. How far this will be effec¬ 
tive will depend upon the nature of 
energy demand. 

Any policy towards equitable distribu¬ 
tion of energy sources—existing as well 
as future-needs a thorougti analysis of 
the demand for energy of different groups 
of people within a nation. Thereafter 
energy should be distributed in terms of 
the priorities attached to each sector in 
the national economic policy. 

The Dilemma 

In the context of present energy dilem¬ 
ma, economists* responsibility lies in the 
formulation of an alternative growth path 
which would be energy-saving not only 
in the short run but also in the long run. 
Such a policy would be of great advantage 
to the developing and undeveloped nations. 

Therefore, adoption and implementa¬ 
tion of any energy policy in the long run 
or the short run require an analysis of 
the likely paths of energy demand through 
time and of sensitivity of these paths to 
prices, technology and other influences. 

An analysis of energy demand and any 
projections in this regard are a somewhat 
complicated exercise. Energy demand 
is not a final demand; it is a derived 
demand which depends on: 

—The demand for and the level of the 
final product for which it is demanded. 

—Relative prices. 


—InteMnput and iiiter-6iet substitutit^ 
ability. 

All these factors should be included 
into any study on energy demand. Owa- 
and-cross-price elasticity of demand, 
elasticity of substitution between the 
inputs over time should be the guideline 
in the formulation of energy policy. 

A powerful tool for studying energy 
demand is the econometric approach of 
studying various elasticities. This appro¬ 
ach recognises the role of the markets. 

The role of the economists in the energy 
problem can be established from another 
angle. 

Inter-Connection 

The energy debate has gained its momen¬ 
tum due to its serious connection with 
the economic growth. While energy 
accelerates the tempo of economic growth, 
the latter, in turn, increases the demand 
for energy. Therefore, economic policy 
and energy policy should go hand in 
hand. The basic economic decision ; for 
whom to produc', vhat to produce and 
how to produce, are the premises from 
which ener^iy policy should be formulat¬ 
ed. Given the constraints on the supply 
of energy and from the analysis of demand 
structure of energy, it is the responsibility 
of economists to decide the optimal path 
of growth, whether there should be any 
shifts in the priorities, etc. 

Thus, standing on the altar of modern 
civilisation, it appears that economists 
also have a very important responsibility 
to shoulder along with the natural scien¬ 
tists in the field of energy. 

Until very recently, it is the supply 
aspect and technology which received all 
the emphasis. Recently, in the developed 
western c:>untries, analysis of demand for 
energy has also received a complementary 
status. A large number of econometric 
studies have already been carried out in 
the field of energy in the context of the 
developed nations of the west. But, in 
the Indian context almost all the encour¬ 
agement still continues to be on the sup¬ 
ply aspect of it. Available literature 
reveals that the energy projections in the 
context of India have neglected the im¬ 
pact of prices and there is absence of any 
econometric study in this field. 
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Point o/ new 

Punjab Agriculture: Inter-District 

Disparities in Growtii 


A.J. Singh, B.8. Bhullar & Indtr Sain 


The authors who are associated with Punjab Agricuitural 
University, Ludhiana, compare the rates of growth in area, production 
and yield of selected crops at district level of pre- and post-green 
revolution periods, and examine the contribution of different 
factors to agricultural growth. Their analysis shows that there has 
been a sharp growth rate in the production of paddy. In respect of 
maize, bajra and gram they find the growth rates generally negative. 


Although Punjab 
progressive States, 


is one of ihe most 
there is little empiri 
cal evidence on the pattern and pace 
of its agricultural growth. Particularly, 
there is insufficient knowledge about the 
specific regirns which have witnessed 
phenomenal increases in farm produciion 
under the impact of technological advance. 
There is also little knowledge regarding 
the relative contribution of different com¬ 
ponents to agricultural growth. This study 
was, therefore, undertaken to examine the 
regional disparities^ in growth performance 
in Punjab agriculture for the pre-green 
revolution period from 1950-51 to 1965- 
66 and the post-green-rcvoluiion period 
from 1966-67 to 1978-79. 

Specifically, the objectives of this study 
were: 

(1) To compare the compound growth 
rates of area, production and yield 
of selected crops at the district/Statc 
level of the post-green revolution 
period with pre-green revolution 
period; t?nd 

(2) To decompose agricultural produc¬ 
tion at district/State level to examine 
the contribution of different factors 
to agricultural growth. 

Methodology: Data on production, 
prices, yield and acreage of important 
crops grown in the Punjab State, i.e, 
rice, bajra, American cotton, wheat, gram 
and sugarcane were obtained from statis¬ 
tical abstracts, Punjab.' 

Compound growth rates for area, pro¬ 
duction and yield for the pre-green revo¬ 
lution period from 1950-51 through 1965- 
65 were taken from an earlier study on 
'Agricultural Growth Rates in the Punjab*, 
conducted by the Department of Econo¬ 


mics and Sociology, Punjab Agricultural 
University, Ludhiana® in 1968. Compound 
growth rates for the post-green revolution 
period from 1966-67 through 1978-79 
were calculated by the authors. These 
compound growth rates were worked out 
both at the State and the district levels. 
The data were properly adjusted in rela¬ 
tion to the change in district boundaries 
both in the pre-green revolution period 
because of merger of PEPSU with Punjab 
on the eve of re-organisation of States in 
1956 and also in the post-green revolution 
period because of the division of Punjab 
in 1966 and the creation of Faridkot 
district in 1972. The compound growth 
rates of area, production and yield were 
calculated by the least squares method of 
fitting exponential function Y AB*^ 
where Y is the variable for which growth 
rate is calculated and X is the time, 
r::^(B- I) <100 where r is the compound 
growth rate. The standard errors of the 
growth rates were found by using the 
formula; 

lOOB 


S.E(r) = 


logi 


y)® 


(S \og yf 
'N 


(log 

cB)* 

■Zx*-(Ix)*' 
N _ 

(N-2) 

pix” 

L 

- (Sx)'- 
N ^ 



where N is the number of years for which 
the data were taken. Students* 'f test 
was applied to examine the significance of 
the growth rates. 

Since increases in production are the 
net result of changes in acreage, yield and 
cropping pattern, it was considered im¬ 
portant to examine how the relative con¬ 


tribution of these factors has chang^ 
from the pre-green revolution perid 
to the post-green revolution period 
Minhas-Vaidyanathan have used Additii|| 
Model® for decomposing production in 
the effects of area, yield, cropping 
tern and interaction of yield with croppn^ 
pattern, 

^ However, some recent studies have indj 
cated that in addition to area, cropph^ 
pattern and yield, price structure is attj 
an important factor w'hich needs to 1) 
taken into consideration^. An attemj^ 
has, therefore, been made to decompoS 
change in production to take care of prk 

structure as follows: i 

■1 

Ql_ a 0 ■ A'y* _ Ay -- 

(A’ -A*) la? yp p? + A‘ I ap yp (p^-pj 

C f 

>1 

+ A‘I y? ap pp (y; yp) + 

C 

A‘ S yp pP (aP - ap) + A' I'a? (yP - yj 

(pP - pS) + A‘ r yP (aP - aP) (pP - 

' 'i 

+ A*Ipp(aP ap)(yp - yP)+ .! 

C f. 

A' I (aP - ap) (YP - yp) (pP -- pp) ! 

c 

i 

where y^ yield of the cth crop, a^—pi; 
portion of gross cropped area of the c 
crop, Q gross agricultural output 
value terms, p^ deflated price ofcthcrc 
The superscripts 0 and 1 refer to the bi 
and current periods. 

Decomposition of production gives 
the individuil effects of area, price str| 
tiire, yield and cropping pattern. In ad 
tion to this, the interaction effects obtai 
ed are crop pattern X yield, yiel^ 
price stiucture, crop pattern X pr 
structure and yield X crop pattern X 
structure, respectively. 1 

Table I presents the compound groT* 
rates of area, production and yield i 
selected crops for the two periods i. e. 
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and post-green revolution periods. It 
^uid be seen that the growth rates of 
increased sharply for wheat and 
)addy, with these two crops emerging as 
t dominant rotation particularly in areas 
Provided with assured irri^;ation in 
SuHjab. There was a deceleration in the 
^owth rates for area under maize, 
American cotton and sugarcane. Bajra 
Utd gram recorded negative growth rates 
the second period. 

The sharpest increases in growth rates 
hr production took place for paddy and 
i^eat. There was a deceleration in the 
(iiowth rates of production of American 
lOtton and sugarcane. The growth rates of 
toduclion of gram and bajra turned nega- 
ive, whereas growth rale of production of 
ttaize turned zero. 

Sharp increases 

Correspcndingly, the sharpest ir.creases 
U compound growth rates of yield were 
ilN^orded for paddy, sugarcane, wheat and 
{tam. The growth rates of yield in 
espect of maize, bajra, and American 
otton declined from thepre- to post-green 
^elution period. Tables II, III and IV 
iresent the district-wise compound 
jrowth rates of area, production and 
iield of the selected crops for the two 
leriods. It would be seen from Table II 
hat the sharpest growth rate of area for 
MGUldy were recorded for Ludhiana fol- 
pwed by Sangrur, Putiala, Faridkot, 
^erozepur, Jullundur and fihatinda. Tn 
iase of maize, the sharpest growth rates 
^rc recorded for Ludhiana followed by 
iopar and Hoshiarpur. The growth 
ites for Jullundur and Sangrur were 
positive but non-significant whereas the 
(irowth rates for Bha^inda, Kapurthala, 
^crozepur, Patiala, Gurdaspur, Amritsar 
md Faridkot were found to be negative 
ind significant except for Patiala. In case 
if bajra, the growth rates were found 
O be negative for all the districts for 
he post-green revolution period except 
or Ropar where it was positive but not 
ignificanl. So bajra is on way out in the 
Topping pattern of the farmers. As 
egards the growth rates of area under 
American cotton, it is interesting to note 
bat the highest growth rate has been 
ecorded for Sangrur followed by 
lhatinda, Faridkot and Ferozq)ur. 


The growth rates for this crop in respect 
of all other districts have been negative 
which implies an increasing trend towards 
concentration of this crop in certain 
specialised geographical areas known as 
the cotton belt of the State. 

In respect of wheat again, it is interest¬ 
ing that the growth rates in area arc 
positive and significant for all the districts 
of the Stale for post-green rcvoultion 
period. Wheat is just an omnibus crop 
which is grown all over the State. How¬ 
ever, the growl h rates of area under 
this crop have accelerated for Kapurthala, 
Ferozepur, Jullundur, Hoshiarpur, 
Sangrur, Patiala, Gurdaspur and Amrit¬ 
sar and decelerated for Ludhiana and 
Bhatinda from the pre-to post-green 
revolution period. The growth rates of 
area under garni are rather disheartening 
as these arc negative for all the districts 
except Amritsar. Again, the growth 
rates of area under sugarcane were 
negative for all the districts except 
Ropar in the post-green revolution. 
However, even for Ropar the growth 
rate was found to be non-significant. 

Tabic HI presents the district-wise 


growth rates of production for selected 
crops for the two periods. The sharpest 
growth rates in the production of paddy 
have been recorded for Ludhiana, Sangrur, 
Jullundur, Faridkot, Ferozepur, Patiala, 
Ropar and Kapurthala in the post-green 
revolution period. It would also be 
noted that the growth rates for paddy 
have increased for all the districts 
from the pre- to post-green revolution 
period. In respect of maize, the growth 
rates of production have been generally 
negative except for Hoshiarpur where 
it has been positive and significant. In 
respect of bajra also, the growth rates 
have been generally negative except for 
Ropar, Patiala and Gurdaspur where 
these have been positive but non-signifi¬ 
cant. For American cotton, the growth 
rates of production have been the shar¬ 
pest for Sangrur, Bhatinda, Faridkot, 
Ferozepur and Amritsar in that order 
and significantly negative for Jullundur, 
Hoshiarpur, Sangrur, Ropar, Kapurthala 
and Gurdaspur and positive but non¬ 
significant for Patiala. 

The growth rates for wheat have been 


TAIUJ: I 

Compound Growth Rates of Area, Production and Yield of Selected Crops in 
the Punjab State, 1950-51 fo 1965-66 and 1966-67 to 1978-79 


Crops Area Production Yield 



Period 1 

Period 11 

Period I 

Period II 

Period I 

Period II 


1950-M 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 


to 

to 

to 

to 

to 

to 


1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 

Rice 

6.38**^ 

10.30^*^ 

9.13**^ 

18.80*** 

2.56*** 

8 .10*** 

Maize 

3.93**^ 

O.OONS 

6.50*** 

O.OOONS 

2.23NS 

O.OONS 

Bajra 

American 

_2 48**^ 

- 6.39*** 

0.02 NS 

—4.52 NS 

2.67 NS 

1.60 NS 

Cotton 

8.53*^ 

6.70**^ 

9 23*** 

8 .00*** 

1.74*** 

1.30** 

Wheat 

3.22*** 

8.70*** 

5.48*** 

8.40*** 

2.19*** 

4.20*** 

Gram 

3.38** 

•3.97*** 

3.73 NS 

—2.43 NS 

0.19 NS 

1.60* 

Sugarcane 

4.08^*^ 

3.19^^^ 

6.24*** 

1.90* 

1.22 NS 

5.20*** 


j ♦Significant at 10 per cent level, ♦♦Significant at 5 per cent level. ♦♦♦Significant at 
I I per cent level, NS—Not Significant. 

V.- J 
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imifonniy positive and have generally 
accelerated except for Ludhiana district 
fwhere it declined from 7.03 per cent over 
pre-green revolution period to 6.30 per 
cent over the post-green revolution 
period. The growth rates in the produc¬ 
tion of gram have been generally negative 
and significant in post-green revolution 


period and even in the districts such as 
Patiala where these were positive and 
significant in the pre-green revolution 
period these have turned significantly 
negative. In respect of sugarcane, also 
the growth rates of production have been 
negative for Ludhiana, Bhatinda, Ferozc- 
pur and Faridkot during the post-green 


revolution period. 7f%e grdwth rates h 
been positive and significant for Roj 
Jullundur, Hoshiarpur, Sangrur, Pa 
and Gurdaspur. However, the gro 
rates have decelerated except for lull 
dur. 

Coming to an analysis of the compo 
growth rates of yield for the sel 


Table H 

Compound Growth Rate of Area of Selected Crops in Different Districts of the Punjab State through 1950-51 to 1965-66 and 

1966-67 to 1978-79 


Districts 

Rice 

Maize 

Bajra 


1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

Ludhiana 

_ 

26.30*** 

5. II*** 

11 .66*** 

— 

• 3.80** 

Bhatinda 

— 

11.90*** 

— 

-4.70*** 

0.97NS 

—6.72*** 

Ropar 

— 

8 .20**» 

— 

2.60*** 

— 

I.50NS 

Kapurthala 

11.18*** 

8.60*** 

4.98*** 

-3.73*** 


-8.79*** 

Ferozepur 

2.93*** 

13.40*** 

7.38*** 

—5.92** 

■ - 

6.36*** 

Jullundur 

15.70*** 

12 .00*** 


1.40NS 


22.91*** 

Hoshiarpur 

5.98*** 

3.60** 

].09** 

2 .00*** 

—- 

-9.12** 

Sangrur 

15.63*** 

17.60*** 

3.35*** 

I.30NS 

—3.16*** 

-0.85** 

Patiala 

11.85*** 

16.20*** 

().78NS 

— I.2INS 


1.67NS 

Gurdaspur 

4.30*** 

6.30*** 

0.97NS 

-2.34** 

— 

—7.04** 

Amritsar 

7.02*** 

7.60*** 

3,03*** 

3 .88*** 

— 

-12.12*** 

Faridkot 

_ 

14.10*** 

.... 

—4.74*** 

— 

- 5.64*** 


Districts 

Colton 

(American) 

Wheal 

Gram 


Sugarcane 


1950-51 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 


to 

to 

to 

to 

to 

to 

to 

to 


1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 


Ludhiana 

_ 

—5.06NS 

3.31*** 

1.90*** 

-2.94*** 

-11.34*** - 

-3.35*** 

—4.28*** 

Bhatinda 

— 

9.10*** 

4 4'^*ii«* 

4.00*** 

1.63NS 

- 2.66NS 


9.86*** 

Ropar 

— 

-29.16*** 

— 

4.20*** 


- -1.65*** 


l.OONS 

Kapurthala 


-8.05*** 

2.67*** 

4.30*** 

-4.77NS 

--■I .05NS 


... IJl)*** 

Ferozepur 

— 

7.70*** 

2.21*** 

4.30*** 

—3.26*** 

-2.75** 

—- 

10.05*** 

Jullundur 

— 

—31.56*** 

2.04*** 

3.70*** 

—0.54NS 

-12.96*** 

1.95*** 

-2.I4*** 

Hoshiarpur 

— 

— 13.88** 

—0.145NS 

2.90*** 

0.09NS 

—0.39** 

0.76NS 

--I.83NS 

Sangrur 

— 

15.00*** 

3.53*** 

3,80*** 

—0.99NS 

- 1.30*** 

3.38*** 

-1.51** 

Patiala 

— 

—8.82*** 

3.67*** 

5.70*** 

6.76*** 

—5.19*** 

^ 4*7*** 

-3.32** J 

Gurdaspur 

— 

--20.55*** 

1.055NS 

3.20*** 

1.55NS 

—4.90** 

1.78** 

1.72*** 1 

Amritsar 

— 

—4.43*** 

1 29*** 

4.00*** 

-3.67*** 

7.62** 

0.13NS 

’3.80*** ;i 

Faridkot 

— 

8.30*** 

— 

4.20*** 

— 

-3.35** 

— ■ 

-11.76*** 1 

*Significant at 10 per cent level **Significant at 5 per 
NS—Stands for non significant. 

V_ 

cent level * 

♦♦Significant at 

1 per cent level 
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, it would be seen from Table iV 
t the sharpest growth rates were recor- 
^ for paddy in Ludhiana, Sangrur, 
U>par, Patiala, Jullundur, Faridkot, 
^erozepur, Gurdaspur, Kapurthala, 
ioshiarpur, Bhatinda and Amritsar in 
hat order. For maize, the growth rates in 
itld were generally negative which 




Uttcierliiied the need jfdr evolving high 


dikncti Fdr siilptfoaiie, fte cbmpo^ 


yielding varieties as the older varieties 
had stagnated and were yielding dwindl¬ 
ing yields In respect of bajra, the growth 
rates have been positive and significant 
only for Hoshiarpur, Gurdaspur, and 
Bhatinda in that order, whereas these have 
been negative or non-significant for other 


growth rates of yield were found to be 
positive and significant for all the districts 
indicating a yield break-through. However 
high growth rates were found to be posi¬ 
tive and significant for all the districts 
indicating a yield break-through. However, 
high growth rates were recorded for 


-—-N 

Table 111 

District-wise Compound Growth Rate of Production of Different Crops through 1950-51 to 1965-66 and 

1966-67 to 1978-79 


Districts 

Rice 

Maize 

Bajra 

1950-51 

to 

1965-66 

1966-67 

to 

J978-79 

1950-51 

lo 

1965-66 

1966-67 

to 

1978-79 

1950-51 

lo 

1965-66 

1966-67 

lo 

1978-79 

Ludhiana 

— 

42.00*** 

9.06NS 

1.40NS 


- 3.()6NS 

Bhatinda 

— 

12.50*** 


—7.15*** 

—0.69NS 

—4.34NS 

Ropar 


19.30*** 

— 

2.00NS 

— 

34. IONS 

Kapurthala 

16.34**^ 

I6.50*** 

2.7HNS 

-2.69NS 

~ 

-7.47NS 

Ferozepui 

3.19** 

22.30*** 

5.93** 

-9.43*** 

— 

—4.72* 

Jullundur 

4 45** 

27.70*** 

6.37*** 

2.00NS 


-42.90*** 

Hoshiarpur 

4.45** 

10.50*** 

7.93** 

3.10*** 

- 

—4.37NS 

Sangrur 

17.84*** 

30.80*** 

2.54NS 

1.I4NS 

— 1.70NS 

—0.62NS 

Patiala 

19.84** 

21.30*** 

1.61NS 

-2.03** 


1.50NS 

Gurdaspur 

2.8INS 

13.90*** 

3.22NS 

—3.71* 

— 

3.99NS 

Amritsar 

5.33*** 

13.20*** 

3.62NS 

—4.24NS 

— 

13.06** 

Faridkot 

— 

23.50*** 

— 

-6.07** 

--- 

^ 4.32NS 


Districts 

1 

Cotton 

(American) 

Wheat 

Gram 

Sugarcane 

1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

1950-51 

to 

1965-66 

1966-67 

to 

1978-79 

1950-51 

to 

1965-66 

J 966-67 

to 

1978-79 

i Ludhiana 


2.20NS 

7.03*** 

6.30*** 

- 1.82NS 

-9.84** 

4.84*** 

0.09NS 

{ Bhatinda 


10.30*** 

7.68*** 

11 .00*** 

1.56NS 

0.92NS 

— 

-6.81 

? Ropar 


-39.01*** 

— 

9.60*** 

— 

1.90NS 

— 

8.70*** 

1 Kapurthala 

-- 

— 10.13*** 

2.77NS 

6.30*** 

-4.51NS 

4.00NS 

— 

O.IONS 

i Ferozepur 

— 

8 .20*** 

3.40** 

10 .10*** 

--3.29NS 

—0,74NS 

— 

—7.21*** 

> Jullundur 


—34.42*** 

4.04*** 

8 .00*** 

0.52NS 

■ 14.85*** 

2.74** 

3.10** 

i Hoshiarpur 


—29.27*** 

0.35NS 

10 .00*** 

—2.13NS 

4.fONS 

— 

6 .20** 

i Sangrur 

— 

29.10*** 

6.34*** 

9.80*** 

-2.70NS 

- 1.14*** 

6.13*** 

3.00** 

c Patiala 

~ 

0.20NS 

7.33*** 

10.40*** 

7.20** 

—7.36*** 

4.60*** 

2.50** 

t' Gurdaspur 


- 34.43*** 

2. IONS 

8 .10*** 

0.80NS 

-0.32NS 

4.53*** 

4.10*** 

a Amritsar 

— 

5.40*** 

3.56*** 

7.70*** 

—1.85NS 

—7.92** 

2.26NS 

0.20NS 

t Faridkot 

— 

9.40*** 

--- 

9.70*** 


—1.05*** 

— 

-8.42*** 


t 


'''Significant at 10 per cent level. •"'Significant at 5 per cent level. ♦"""Significant at 1 per cent level. 
NS-Stands for non significant. 
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I HoAiarpur, Ropar, iCapurthala and 
Curdaspur districts. 

An attempt was also made to decom¬ 
pose districtwise, the relative contribu¬ 
tion of different factors to the growth of 
production for the post-green revolution 
period. The results are depicted in Table 
V. It would be seen that at the state level, 


Table IV 

District-wise Compound Growth Rate of Yield of Different Crops through 1950-51 to 1965-66 and 

1966-67 to 1978-79 


Districts 


Rice 


Maize 


Bajra 

■'i 

^ J 


1950-51 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 

i 


to 

to 

to 

to 

to 

to 

i 


1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 


0.90NS 
2.80** / 
6.70NS 
--2.60** 

1.40NS 
—36.13*** 
6 . 10 ** 

1 .SONS 
2.70NS 
5.10*** 

—2.48NS 
1.40NS 


Districts Cotton (American) Wheat Gram Sugarcane 


1950-51 ' 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 

1950-51 

1966-67 

to 

to 

to 

to 

to 

to 

to 

to 

1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 

1965-66 

1978-79 


1.19NS 4,70**^ 

3.30*** 

— 7.60*** 

— 6.50*** 

— 3.10*** 

I.05NS 5.30*** 

— 9.70*** 

2.J9NS 4.60*** 

-O.I6NS 5.90** 

2.65*** 6.00*** 

2.97*** 4.10**^ 

— 3.50*^ 


♦Significant at 10 per cent level. **Significant at 5 per cent level. ***Significant at 1 per cent level. 
NS—Stands for non-significant. 
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Ludhiana 

— 

—2.23** 

3.54*** 

2.40** 

1.15NS 

1.90NS 

Bhatinda 

— 

0.90** 

4.20*** 

4 .00*** 

~0,15NS 

1.80NS 

Ropar 

— 

—13.50*** 

— 

5.30*** 


3.50** 

Kapurthala 

— 

—6.94*** 

—1.16NS 

1.90** 

—1.74NS 

0.60NS 

Ferozepur 

— 

0.40NS 

0.92NS 

5.60*** 

0.04NS 

2 .10* 

Jullundur 

— 

—35.91*** 

2.07** 

4.10*** 

— 

0.90NS 

Hoshiarpur 

— 

—22.84*** 

0.42NS 

6.90*** 

—2.19** 

5.50** 

Sangrur 

— 

2.30** 

2,71*** 

5.80*** 

0.92NS 

0.80NS 

Patiala 

— 

O.IONS 

3.35*** 

4.60*** 

0.54NS 

—2.03NS 

Gurdaspur 

— 

—5.39*** 

1.08NS 

4.80*** 

—0.64NS 

4.40* 

Amritsar 

— 

0.60NS 

2.25** 

3.50*** 

1.79** 

--0.28NS 

Faridkot 

— 

1 .00** 

— 

5.30*** 


2.30NS 


Ludhiana 

— 

12.40*** 

Bhatinda 

— 

6.40*** 

Ropar 


10.30*** 

YCapurthala 

6.57*** 

6.80*** 

Ferozepur 

1.85NS 

7.70*** 

.lullundur 

1.70NS 

8.60*** 

i Hoshiarpur 

0.16NS 

6.60*** 

! Sangrur 

7.00*** 

11 .20*** 

Patiala 

8.75*** 

9.00*** 

Gurdaspur 

0.09NS 

7.30*** 

Amritsar 

~0.74NS 

5.30*** 

1 Faridkot 

— 

8 .20*** 


3.23NS 

•-1.40** 

— 

— 

—4.04*** 

0.99NS 

— 

-0.67NS 

— 

—2.23NS 

1.30NS 

— 

—1.09NS 

—3.66* 

— 

1.86NS 

0.40NS 

— 

6.39*** 

-0.18NS 

— 

0.83NS 

O.IONS 

1.32NS 

0.56NS 

-- 1.12NS 


2.19NS 

-^1.44NS 

— 

2.45NS 

0.39NS 

— 

— 

— I.40NS 

— 


tbe highest contribution (73.74%) is that 
of yidd, followed by area (29.64%), and 
interaction of cropping pattern and yield 
(10.27%). However, at the disaggregated 
district level, yield contribution was above 
the State average for Sangrur and Gurdas- 
pur, whereas the area contribution was 
above average for Ludhiana, Ropar, 


Kapurthala,. Ferozepuf, Jii] 
Hoshiarpur, Amritsar and Faridkot. 
implies that the relativdy less de 
districts like Gurdaspur and 
have recorded above average gro! 
yield levels. 

It would also be seen from Table 
that the price structure has 
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IBptfve contribution to the, gross value 
Sdutput for the State as a whole al- 
^ough the volume of this effect is negli- 
|tft)le. However, at the district level, 

. «rice structure had an adverse effect on 
^jross value of output for Ludhiana, 
l^pipurthala, Ferozepur, Sangrur, Anirit- 
and Faridkot, whereas this factor 
|jed a positive effect on gross value of 
output for Bhatinda, Ropar, Jullundur, 
^Oihiarpur, Patiala and Gurdaspur. 

^se differential effects are due to 
' iflbrentials in agro-climatic complexes of 
lese regions and disparate growth in 
#ices and yield of specific crops grown in 
l^se regions. 

From the foregoing analysis it can be 
included: 

(a) That there are sharp inter-district 
ffbrentials in the growth rates for the 
Jected crops. The growth rates for 
^ddy have increased for all the districts 
jOm the pre- to post-green revolution 
jriod. The sharpest growth rates in the 


production of paddy have been recorded 
for Ludhiana, Sangrur, Jullundur, Farid¬ 
kot, Ferozepur, Patiala, Ropar and 
Kapurthala in the second period. In 
respect of maize, bajra and gram, the 
growth rates have been generally nega¬ 
tive. For American cotton, the growth 
rates of production have been the shar¬ 
pest for Sangrur, Bhatinda, Faridkot. 
Ferozepur and Amritsar in that order. The 
growth rates for wheat have been uni¬ 
formly positive and have generally 
accelerated. The growth rates for sugar¬ 
cane production have been positive and 
significant for Ropar, Jullundur, Patiala 
and Gurdaspur. 

(b) The decomposition of production 
at district level has revealed that the 
yield contribution was above the State 
average for Sangrur and Gurdaspur 
whereas area contribution was above 
average for Ludhiana, Ropar, Kapur¬ 
thala, Ferozepur, Jullundur, Hoshiafpur, 
Amritsar and Faridkot. Further, the price 


Structure had an adverse effect on gross 
value of output in Ludhiana, Kapurthala, 
Ferozepur, Sangrur, Amritsar and Farid-^ 
kot, whereas it had a positive effect in 
Bhatinda, Ropar, Jullundur, Hoshiarpur, 
Patiala and Gurdaspur districts. 
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Table V 




Relative Contribution of Different Factors in the Growth of Agricultural Production in Different Districts of Punjab 


Districts Effects 


- 

Area 

Price 

structure 

Yield 

Crop 

pattern 

Price struc¬ 
ture and 
yield 

Crop pat¬ 
tern and 
Price 
structure 

Crop pat¬ 
tern and 
yield 

Crop pat¬ 
tern and 
yield and 
price 
structure 

Ludhiana 

42.24 

—2.13 

64.76 

—6.54 

—8.41 

-4.04 

13.81 

0.31 

Bhatinda 

27.31 

0.73 

67.60 

1.86 

—4.55 

—3.82 

15.42 

-4.55 

.Ropar 

29.86 

7.92 

68.80 

—3.48 

—1.64 

—2.19 

3.22 

—2.49 

; Kapurthala 

41.43 

—3.89 

61.50 

—7.66 

0.63 

2.23 

5.50 

0.26 

^;Fcrozepur 


—2.71 

72.11 

—3.23 

—8.23 

—J.7I 

10.27 

0.68 

i^;Jullundur 


4.39 

47.34 

12.18 

-6.68 

2.20 

5.99 

3.52 

jHoshiarpur 


13.54 

70.16 

-6.01 

—15.68 

-4.05 

2.74 ' 

—5.18 

fSangrur 


—1.68 

75.89 

—0.18 

—7.86 

—3.08 

15.81 

-0.96 

fPatiala 


1.03 

71.72 

—4.67 

—2.64 

—3.73 

13.04 

—2.00 

^Gurdaspur 

^Amritsar 

25.45 

0.79 

86.87 

—10.64 

—0.82 

— 1.83 

—0.12 

0.30 

34.74 

—0.85 

64.10 

—3.51 

—3.71 

-3.77 

13.38 

-0.38 

j^aridkot 

it-- - - 

35.31 

—3.24 

62.31 

1.78 

—6.99 

—2.17 

13.72 

—0.72 

P^ate as a whole 

29.64 

-0.04 

73.74 

-4.20 

—5.28 

—3.22 

10.27 

—0.91 
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Customs Duty on 
Iron & Steel Products 

Having regard to the 
general trend in the inter- 
j^ational prices of iron and 
fiiteel items, some changes have 
been made in the customs 
duties effective from April 28, 
1981. The effect of the changes 
is as follows: (a) Basic cus¬ 
toms duty on iron or steel 
products falling under Head¬ 
ing No. 73.06/07 (1) of the 
Customs Tariff (e.g, billets, 
blooms, ingots) and Heading 
No. 73.10 of the Customs 
Tariff (c.g. bars and rods)- 
excluding hollow mining drill 
steel—is raised from 30 per 
cent ad valorem to 40 per 
Iftcnt ad valorem, (b) Basic 
customs duty on alloy steel 
^excluding stainless steel) and 
high carbon steel in the forms 
covered in (a) above is 
raised from 35 per cent ad 
valorem to 45 per cent ad 
valorem, (c) Additional cus¬ 
toms duty (countervailing 
duty) on gootis covered in (a) 
and (b) above is raised from 
Rs 165 per tonne to Rs 363 
per tonne (including the special 
excise duty ^dement), (d) 
Basic customs duty of 30 :^r 
cent ad valorem is, however, 
continued on hollow mining 
drill steel. 

^Performance of 
Public Sector 

The production in March 
1981 of public sector under¬ 
takings under the Department 
of Industrial Development was 
valued at Rs 2564.95 lakhs 
being 112.66 per cent of the 
target of Rs. 2276.64 lakhs. 
Tnis shows an increase of 
42.63 per cent over that of 
March, 1980 (Rs 1798.30 
lakhs). Also the toial produc¬ 
tion in 1980-81 was valued at 
llRs 19,661.99 lakhs, which was 
T4.15 cent of the target of 
Rs 20,882.37 lakhs. This was 
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24.84 per cent higher than the 
production of Rs 15,748.60 
lakhs in the year 1979-80. 

The monthly production ex¬ 
cludes production of Hindustan 
Salt Limited, which is engaged 
in a seasonal industry and 
whose production is valued at 
Rs. 47.82 lakhs, and Andrew 
Yule and Company Ltd whose 
accounting period of 1980-81 
consists of 15 months i.e. from 
January 1980 to March 1980 
and their production is valued 
at Rs 91.89 lakhs during the 
month of March, 1981. 

The undertakings that have 
shown spectacular performance 
were: Hindustan Cables Ltd. 
(132.16 percent), Instrumenta¬ 
tion Ltd. (166.52 per cent) and 
National Newsprint and Paper 
Mills Ltd. (130.02 per cent). 

Hindustan Cables Ltd pro¬ 
duced goods worth Rs 807.84 
lakhs in March 1981 as against 
the target of Rs 611.25 lakhs. 
The achievement of Instru¬ 
mentation Ltd. was Rs 358.03 
lakhs against the target of 
Rs 215 lakhs. The production 
of National Newsprint and 
Paper Mills Ltd during March 
1980 has been of Rs 219.99 
lakhs as against the target of 
Rs 158.24 lakhs. The produc¬ 
tion of Bharat Ophthalmic 
Glass Ltd. during March 1981 
has been Rs 5.01 lakhs against 
the production of Rs 4.75 
lakhs in March 1980, and of 
Cement Corporation of India 
Rs 296.22 lakhs as against 
Rs 143.96 lakhs. The produc¬ 
tion of Hindustan Paper Cor¬ 
poration during the month has 
been of Rs 59.88 lakhs as 
against Rs 13.01 lakhs in 
March 1980. 

New Travel Circuits 

The Department of Tourism, 
after discussions with tourism 
officials of the State Cjovcm- 
ments, has finalised 56 travel 
circuits for integrated and co¬ 
ordinated development of 


tourism infrastructure in the 
country. This was disclosed 
by Mr A.P. Sharma, Minister 
for Tourism and Civil Avia¬ 
tion, at the meeting of the 
Parliamentary Consultative 
Committee of the Ministry held 
recently. Mr Sharma inform¬ 
ed the Members that 88 places 
of tourist interest have been 
identified along with the travel 
circuits. The State Govern¬ 
ments have been asked to 
furnish details of the existing 
facilities at these places and the 
facilities required to be deve¬ 
loped. The schemes should 
also assign responsibility for 
their implementation between 
the Central, Slate and private 
sectors. 

The Minister pointed out 
that computerisation of the re¬ 
servation system of the Indian 
Airlines was also under the 
active consideration of the 
Government. The committee 
was informed that the Electro¬ 
nics Commission has given 
clearance for separate compu¬ 
terisation for Indian Airlines 
and Air-India. 

The members were further 
mformed that the Indian Air¬ 
lines will be adding two 
Bocing-737 aircrafts in Septem¬ 
ber this year. lA have plans 
to buy two additional Airbuses 
and four Boeing-737 aircrafts 
during 1982-83- The Minister 
said that two new Boeing-737 
were inducted into the lA fleet 
on Februarv 23 and March 23, 
1981 respectively. 

Copper-based 

Handicrafts 

Mr Khurshed Alam Khan, 
Minister of State for Com¬ 
merce, recently stressed the 
need for promoting copper 
based handicrafts and archi¬ 
tectural items industries which 
he felt have vast export poten¬ 
tial together with social consi¬ 
derations of providing employ¬ 
ment as well as preservation 
of a rich traditional heritage. 
He was inaugurating'.t seminar 
on Copper Based Handicrafts 
and Architectural Items. 

Mr Khan pointed out that 
Government was taking sjjccial 
interest in the field of .training 
of young craftsmen, particularly 
those belonging to artisans' 


families, in order to 
enlarge the production base ql 
this industry. Over 30 trajaft|| 
centres are currently being rui 
by the All India Handicrnra 
Board in the Stales of tJt« 
Pradesh, Andhra Pradew 
Tamil Nadu, Rajasthan. Wesjf 
Bengal, Orissa etc. In additioiU 
some training j$ also beinj 
provided by seasoned masteN 
craftsmen in their homes to is 
few young children under thi^ 
apprenticeship training pKH 
gramme. He said that in botlj 
these training programmet; 
Government provides an hono^ 
rarium to the teachers/m aster*] 
craftsmen and stipend to thcj 
trainees. 

The Minister indicated that 
in order to provide an easy 
and steady .supply of raw xnatCr 
rials to Ihe craftsmen, Govem** 
ment has liberalised the pro* 
vision in the latest Import 
Policy for 1981-82. It is now 
possible for a brass manufac« 
turer or associations registered 
with the Directorate of Indus¬ 
tries to import brass scrap 
under OGL, along with Export 
Houses and State Corporations! 
This provision should go a 
long way in enhancing produc¬ 
tion by the small artisans and 
thus boosting our export 
effort, said Mr Khan. 

PEC's Indonesian 
Project 

The Projects and Equipment 
Corporation of India (PEC), 
which has bagged, in stiff com^ 
petition from Australia and 
Denmark, an order for puttUdlg 
up on a turnkey basis an appro 
ximatcly Rs 100 crorcs cement 
manufacturing project for P.T. 
Semen Padang of Indoneski 
has associated with it the 
Walchundnagar Industries fot 
the execution of the projed, 
To be completed in three ycaw 
the plant will have a capacity 
to produce daily 2,000 tonnet 
of cement (0.6 million tonnes 
per annum) using the dr} 
process. It is to be located at 
Padang. Deferred paymen? 
facilities have been made avail 
able by the PEC under tht 
IDBI comniercial terms ol 
credit. 

While the civil constructior 
work will be executed bj 
Indonesian sub-contractors 
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the lay-otit, equipntottt 'design¬ 
ing, construction and com¬ 
missioning of the project will be 
dime by Indian technologists 
under the overall supervision 
and responsibility of the PEC. 
Infrastructure is proposed to 
be so designed as to eventu¬ 
ally raise the capacity of the 
plant to 4,000 tonnes per day. 

The responsibility of the 
PEC, of course, will not end 
with the commissioning of the 
plant. It will extend training 
to Indonesian personnel in 
agement. The contract 
provides management by 
the PEC if the Indonesian 
authorities so desire. 

One of the largest industrial 
projects undertaken by an Indian 
public sector undertaking 
abroad, it is considered to be 
a major breakthrough for the 
PEC. Eightyfivc per cent of 
the value of the projccl is 
accounted for by Indian equip¬ 
ment and machinery. The 
remainder represents the cost 
of imported critical materials. 
Mjle PEC has earlier put up 
^rcc small units abroad on 
turnkey basis a small sugar 
mill, a paints factory and a 
biscuit manufacturing plant. 
It is concentrating on turnkey 
projects in the developing 
countries in such industries as 
cement, sugar, textile, chemi¬ 
cals and food processing. The 
order book of the undertaking 
is stated to be comfortable. It 
has on hand orders worth Rs 
133 crorcs and expects to 
raise its exports to Rs 56 crores 
this year from a little less than 
Rs 50 crorcs last year. 




|iift in Newsprint 
Jlocation Policy 


The Newsprint Allocation 
Policy, 19S1-82, announced 
recently provides that small 
and medium newspapers apply¬ 
ing for initial allocation will 
be allowed a growth rate of 7 
per cent in their circulation 
in 1980-81 or the actual rate 
of growth between 1979-80 
and 1980-81, whichever is 
higher. In the case of big 
newspapers the rale of growth 
will be only five pei cent. 

Plhln calculating the allocation 
of newsprint only the increase 
in circulation will be taken 
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into account and the page level 
will be taken to be the same 
as in 1979. However, in the 
case of daily newspapers which 
increased the number of their 
pages to eight per day, the 
average number of pages 
in 1980, will be taken into 
account. 

The policy rationalises 
the extra newsprint allowed 
for likely damage in transit or 
in the press. The wastage will 
be uniformly five per cent over 
^and above the allocation for 
"imported newsprint. In the 
case of allocations of indi¬ 
genous newsprint a further 
15 per cent extra newsprint 
will be allowed. 

in Sheets 

Since most small newspapers 
arc printed on shccl-fcd print¬ 
ing machines and the imported 
newsprint is mostly in reels, 
there had been a persistent 
demand for import of news¬ 
print in sheets. The Stale 
Trading Corporation which 
handles distribution of im¬ 
ported newsprint has now be¬ 
gun importing a limited quan¬ 
tity of newsprint in sheets. 
The policy therefore lays down 
that depending on the avail¬ 
ability of newsprint in sheets, 
all papers printed on sheet¬ 
fed machines will be suppli¬ 
ed newsprint only in sheets. 
If however sheets are not 
available, and the newsprint 
has to be supplied in reels, 
five per com more newsprint 
will be given to compensate 
for the loss in conversion, on 
providing proof that the paper 
is acruafly printed on sheet¬ 
fed machines. 

The policy leaves it to the 
small and medium newspapers 
to decide what percentage of 
their entitlement to draw in 
imported or indigenous news¬ 
print. Further, pap us with 
an entitlement up to 400 M fs 
will have the option to lift any 
proportion of their require¬ 
ment cither from high sea 
sales or from the buffer stock 
of the STC. Newspapers with 
entitlement of more than 400 
MTs will have to lift at least 
15 per cent of their entitlement 
in indigenous newsprint and 
will have to place orders for 
at least 75 per cent of their 


entitletuent in high-sea sales. 
Papers with enritlcment below 
50 MTs. have the further faci¬ 
lity to lift their entitlement of 
newsprint within six months, 
as against three months for 
the others. 

Import of Raw 
Cashew Nuts 

The import of raw cashew- 
nuts has been dccanaliscd 
and placed on Open General 
Licence. It shall be a condition 
that 59 per cent of the quantity 
contracted for import shall be 
offered by the importer to the 
Cashew (Corporation of India, 
for distribution in such manner 
as may be decided by the 
determinant. The (^GL facility 
is available to Actual Users 
(Industrial). Export Houses 
also will be able to import this 
item against REP licences in 
accordance with the general 
policy. 

Indo-Bahrain 

Cooperation 

Prospect of increasing Indo- 
Rahrain trade and econo¬ 
mic cooperation and supply 
of iron ore concentrates from 
Kudremukh to Bahrain were 
discussed recently when the 
visiting Minister of Commerce 
and Agriculture of Bahrain, 
Mr Habib Ahmed Kasim 
called on Mr Pranab 
Mukhcrjec. IJ.iion Minister of 
Commerce, S cel & Mines. 
The latter pointed out that 
although bilateral trade bet¬ 
ween the two countries was 
increasing, India's share in 
Bahrain's total imports was not 
even two per cent. The two 
Ministers agreed on the need 
to have periodical official level 
talks between the two countries 
for increasing and diversifying 
Indo-Bahrain trade. I'hcy also 
agreed to encourage exchange 
of visits of business delega¬ 
tions between the two coun¬ 
tries so that the specific areas 
for trade and economic co¬ 
operation could be identified. 

The Commerce Minister 
referred to an offer of 
Kudremukh Iron Ore C'o. to 
Arab Iron Steel Co., Bahrain, 
regarding supplies of iion 
ore concentrates for their 
proposed pellet plants. It was 


pointed out to 
Minister to consider the tei:hni- ■ < 
cal specifications of iron ore ; 
concentrates from Kudremukh,";: 
which would be suitable to j^ 
Bahrain because of georaphi- ‘ii 
cal proximity between the two. ' v 
countries which would also * : 
make the Indian offer more ;; 
competitive. Mr Kasim reveal- 
ed that the matter was being 
looked into and a decision , 
on this issue would be taken 
shortly. ' 

Indo-Bahrain trade is not \ 
regulated by any trade agree- ' 
mcnl or protocol. Trade is 
conducted ^reely against pay- 
m.’iits in free foreign exchange. 
India’.s exports to Bahrain 
during 1979-80 was to' the 
extent of Rs 16.37 crores 
while India's imports from ) 
Bahrain during the same year 
amounted to Rs 47.7 crores \ 
The imbalance is mainly ' 
because of inipoit of diesel 
and other petroleum products 
from Bahrain. 

This country's main items 
of export to Bahrain arc 
basmali rice, fruits and vege¬ 
tables, meat, fa, colFoc, spices, * 
manufactures of base metals, 
cables and wires, domestic > 
uten.sils. Our main imports 
from Bahrain arc aluminium, 
diesel and sulphur. 

Automatic Power 
Factor Systems 

Uptron Sli reel roll ix Ltd, have v, 
introduced VAR Cor Series 
Automatic Power Factor 
Correction Systems to jnain*: 
tain power factor between^ 
preselected levels for large./ 
industrial loads. Automatic' 
regulation of power factor at 
all times can mean lower uti- - 
lily charge.s, increased system ' 
capacity, safeguard against/ 
clTects of over-capacituncc afi4-V 
improve operating conditions, .| 

When for any reason the/ 
measured power factor falls- 
outside the desired preselected- 
value, the switching impul.se iH/ 
transmitted to the respective; 
switching contractors, whichV 
switch pi>wcr capacitors on Oit 
off in sequence. A builUii 
time delay for switching 8C-„ 
qucncc allows the internal dis¬ 
charge resistors to drain the 
trapped voltage before the 
capacitors are re-energised, 
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tims protecting capi^tors from 
: Pvcr voltage and high switch- 
' ing transients. 

Other advantages obtained 
. are : increased life of capaci¬ 
tors, increased system capa¬ 
city, improved system voltage, 
reduced power losses, reduced 
power bill, improved power 
' factor control and elimination 
of penally. The system will 
i ensure that power factor will 
i .iiever be of a leading nature 
t thus ensuring trouble-free opc- 
.f ration ol* standby power gene- 
. rators. 

i;lnt6rnational Airports 
^Authority 

The International Airports 
Authority of India has in hand 
I Rs 125 crores worth of airport 
consultancy and engineering 
works, both in India and 
abroad. Since its inception in 
1978, the authority has earned 
; a net profit of Rs 20.72 crores 
during the first eight years of 
; its existence. 

The Authority earned Rs 
16.22 crores in foreign ex¬ 
change from landing and park¬ 
ing charges and consultancy 
projects abroad during the 
year as compared to Rs 12.95 
crores in the previous year. 

J TOe revenue of the Authority 
I increased from Rs 28.68 
’ crores in 1978-79 to Rs 26 03 
1 crores in 1979-80. This did 
I not include a profit of Rs 42.7 
j lakhs from the consultancy 
; projects. The Authority earned 
i a net profit of Rs 6.60 crores 
I during the financial year as 
against Rs 3.99 crores earned 
in 1978-79. 

During the year increase in 
traffic and revision of landing 
and parking rates resulted in 
an overall increase in income 
of the Authority from traffic 
operations by 27 per cent. 

Ntw Telephone 
Ixchenges 

The Posts and Telegraphs 
Department has planned to 
instal 25 lines new telephone 
exchanges in rural areas whcrc- 
cver a minimum of 10 pros¬ 
pective subscribers register 
their demands with the pres¬ 
cribed advance deposit pro- 
^ vided the anti^aled revenue 
will cover at l^yt^O per cent 


of estimated annual recurring 
expenditure. The exchanges 
can generally be commis¬ 
sioned in about 18 to 24 
months of approval of the 
scheme. To extend the tele¬ 
phone fiicilities into rural areas 
the department has also decid¬ 
ed that a 10 line exchange 
may be opened in a rural 
area if a minimum of five 
perspective telephone subs¬ 
cribers in a village or a group 
of villages within a radius of 
five kins of the central villages 
register, their demand by pay¬ 
ment of the necessary advance 
deposit, subject to the anti¬ 
cipated revenue being at least 
35 per cent of the estimated 
annual recurring expenditure. 

For this purpose Indian 
Tclephcne Industries andTcIc- 
coinmunicalion Research C cn- 
tre have developed a 10 line 
electronic exchange. The pilot 
units aic at present under 
field trial. The clearance for 
bulk production is expected 
shortly. The lime frames for 
introduction of these ex¬ 
changes will be finalised once 
bulk^ production is com¬ 
menced. 


results thereof mulit 
the sole responsibility of the 
National Mineral Develop¬ 
ment Corporation. 

In Madhya Pradesh, the dia¬ 
mond occurrences are spread 
over a bell—about 90 km 
long and 15 to 30 kg in width— 
between Kerala and Itwadun- 
dalia. In Andhra Pradesh, the 
diamond occurrence are found 
in Wajrakarur pipe rocks, 
Munimadagu conglomerate and 
Partiala gravels. 

The National Mineral Deve¬ 
lopment Corporation (NMDC) 
has developed the Majhgawan 
pipe rock, one of the th-cc 
rocks located in Chhattarpur 
district of Madhya Pradesh, 
and produces about 18,000 
carats of diamonds per annum. 

Besides, some occurrences of 
precious and semi-precious 
stones like coloured corundum, 
spinel, garnet, amethyst and 
agate have also been reported 
from some places in Madhya 
Pradesh but these finds are 
minor in nature. 

Role of Enginooring 
Industry 


Programme for 
Diamond Exploration 

The Centre has drawn up a 
time bound programme to 
intensify the diamond explora¬ 
tion work in Madhya Pradesh 
and Andhra Pradesh. The pro¬ 
gramme aims at establishing 
the incidence of diamonds in 
different host rocks, locating 
primary sources of diamond 
and evaluating the commercial 
viability of these occurrences. 

While diamond mining has 
been going on in the Panna 
district of Madhya Pradesh 
since long, Andhra Pradesh 
has been included in the pro¬ 
gramme following recovery of 
three diamonds in Wajrakarur 
area. One of these diamonds 
weighed 67 mg while the other 
weighed 18 mg each. 

Geological Survey of 
India (GSI) has been identified 
as lead agency in this task 
while the Mineral txploration 
Corporation would be the 
executive agency for drilling, 
pitting and exploratory mining. 
Processing and treatment of 
samples and the evaluation of 


Mr Pranab Mukherjee, Union 
Minister of Commerce, pointed 
out recently that the engineer¬ 
ing industry was a vital part 
of our total industrial infra¬ 
structure and has a vital role to 
play in increasing total indus¬ 
trial production and exports. 
He was addressing the seventh 
annual general meeting of the 
Association of Indian Engine¬ 
ering Industry. Mr Mukherjee 
commended the vast advances 
made by the industry in 
diverse fields, including the 
development of our own tech¬ 
nology m different sectors of 
production. He felt that the 
execution of a wide range of 
giant project by the Indian 
companies in this country was 
the biggest tribute to India’s 
own capabilities. He, however, 
stressed the vital role engineer¬ 
ing sectors have to play to¬ 
wards developing more exports 
and felt that in the years to 
come, the share of manufactur¬ 
ed products in our total ex¬ 
ports would be much higher. 
In this regard, he noted that 
another interesting feature of 
the country’s exports was the 
growing part of the capital 


1956i*S7, 

our exports of capital goods 
accounted for 12 per cent df 
the total exports of engineering 
goods, by 1978-79 they had im¬ 
proved their share to nearly 
36 per cent. 

The Minister, however, felt 
that the country’s performance 
in relation to the growing 
levels of international trade in 
engineering goods and the 
growing technological comiw- 
tence of India did not have its 
rightful place in international 
field. He said that in spite of 
various measures taken by the 
Government to assist export 
promotion and the recognised 
ability of Indian industry to 
produce goods of the requisite 
quality to meet international 
specification, India has still a 
long way to go in reaching 
optimum levels in the export of 
engineering goods. 

Mr Mukherjee said that 
India has a vast and growing 
market for variety of goods 
including various types of en¬ 
gineering goods. “The aim 
a manufacturer should not bW 
confined lo keeping his unit 
going and earn the best possi¬ 
ble returns from the domestic 
market alone, disregarding the 
national need lor exports”. 

ICICI Workshop on 
Enorgy Conservation 

A workshop organised in 
Bombay recently by the In¬ 
dustrial Credit and Investment 
Corporation of India Limited 
discussed various measures for 
conservation of energy and 
its efficient utilisation in the 
paper and cement industries. 
The workshop was attended^ 
by over 60 participants com¬ 
prising business executives, 
senior technical managers, con¬ 
sultants, Government officials 
and representatives of financial 
institutions. Papers presented 
at the workshop indicate a 
sharp increase in energy cost 
of industries, one of the con¬ 
tributory factors being road 
transport of coal, the freight 
cost of which is almost three 
limes the railway freight. The 
inadequate supply of coal has 
resulted in a loss of produc- 
tion ranging between 10 lb ‘ 
30 per cent in the recent past. 
The workshop therefore^ 
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-' additiiiw'' to 'tke conversion 

requisites for industry to for- from wet to semi-wet or dry 


mutate its own strategy for 
t^kling the energy problem 
\i^as the assured sujipty of 
power, coal and its rail trans¬ 
port, In addition to better 
housekeeping measures, papers 
presented by various experts 
dealt with new technologies 
and processes, modifications 
in existing equipment, instal¬ 
lation of balancing equipment 
etc. 

Mr Siddharth S. Mehta, 
Chairman and Managing 
J^cctor of ICICI, in his wel- 
Wnc address stressed the need 
for concerted action by policy¬ 
makers, Governmental agen¬ 
cies, industry, financial insti¬ 
tutions and consultants. Mr 
Mehta added that there is 
considerable scope for energy 
conservation through re¬ 
cycling. 

Modernising Equipment 

Me M.S. Parkhe, Managing 
Director, Paper and Pulp 
Conversion Limited, who 
|Mircd the group discussion 
^ paper industry suggested 
modernisation of existing capa¬ 
city with a view to conserve 
energy, which could cost 
about Rs 2,000 to Rs 3,000 
per tonne. The group on 
paper industry also discussed, 
among other issues, the feasi¬ 
bility of installing chemical 
recovery boiler in a mini 
daper unit. 


process, the group also dis¬ 
cussed steps such as instal¬ 
lation of more energy-effi¬ 
cient equipment, the use of 
slurry thinners, better grind¬ 
ing aids etc. 

Haiira Fertiliser 
Project 

The Hazira Fertiliser Pro¬ 
ject which is to be completed 
in two phases, each consisting 
of one ammonia plant and 
two urea plants, would have 
March 31, 1981 us the zero 
date for calculating the period 
it would take to complete the 
project. The first phase of 
the project was expected to 
be completed in 41 months 
and the second phase in 53 
months from the zero date 
when consultancy contract for 
the ammonia and urea plants 
became effective. 

Stating this in Rajya 
Sabha recently the Minister 
for Petroleum, Chemicals and 
Fertilisers, Mr P.C. Sethi, said 
that though the zero date was 
March 31, 1981 preliminary 
work of the project had com¬ 
menced as early as September 
19, 1979. Till March, 1981, 
an expenditure of Rs 42.50 
crores had been incurred on 
the project which was based 
on natural gas from South 
Basscin Gas Field. The Minis¬ 
ter said that 43 million stan¬ 
dard cubic metres of gas per 


Mr S. ICrishnasvvami, Manag- ^ould be required to be 
ing Director of ACC, supplied to the project. 


chaired the group discussion 
on the cement industry. He 
particularly referred to the con¬ 
version from wet to semi-wet 
■|d dry processes as important 
vreps for improving the effi¬ 
ciency ill utilisation of energy 
by the cement industry. Accor¬ 
ding to him, this could 
save about 1.2 million tonnes 
of coal and effect a saving 
in cost of Rs 72 crores. He 
also stressed the need for 
giving due consideration to 
locational aspects for effecting 
energy saving. He hoped that 
the committee recently 
appointed by Government for 
looking into pricing of 
cement, would ensure that the 

« e control does not have 
tents acting as disincentive 
for energy saving efforts. In 


World Tourism 
Organisation 

Mr A.P. Sharma, Minister 
for Tourism and Civil Avia¬ 
tion, said at KovaJam re¬ 
cently that physical planning 
of tourist projects .should in¬ 
clude employment generation, 
use of local materials and 
arts and crafts. He added 
it was important that the 
natural environment of tourist 
centres should not be dis¬ 
turbed while creating the neces¬ 
sary infrastructure facilities for 
tourists. Jt was, therefore, 
essential that everyone con¬ 
cerned at the grassroot level, 
the local Panchayat, the dis¬ 
trict authorities, the State 
Government as well as the 




prh^ate oector sWid ^ in¬ 
volved in working out a fully 
integrated approach to deve¬ 
lopment. The Minister was 
inaugurating a workshop on 
Physical Planning under the 
auspices of the World Tourism 
Organisation (WTO), a 
specialised agency of the 
United Nations, at the in¬ 
vitation of the Government 
of India. Over 34 delegates 
from South Asian countries 
and 22 affiliate members took 
part ill the workshop. This 
was the second in the scries 
of workshops on T<mrisin 
Planning and Organisation 
in the South Asia region. 

Euro-Dollar Loan 
for ONGC 

The Oil and Natural Gas 
Commission (ONGC) has 
signed a $ 200-miJIion agree¬ 
ment with a syndicate of 
banks at London for financing 
its general operations. The 
agreement followed visit 
of an official delegation 
deputed by the Government 
to London to negotiate and 
finalise the loan. Stating 
this in Rajya Sabha re¬ 
cently the Minister for Petro¬ 
leum, Chemicals and Ferti¬ 
lisers, Mr P.(\ Sethi, said that 
the loan, which was already 
being drawn and utilised by Oil 
and Natural Gas Commission, 
was ill addition to the World 
Bank Loan already sanctiinied 
I’or the commission. '1 he 
Minister said that the loan 
negotiated at London was to 
be drawn within a period of 
six months and I he Govern 
merit had agreed to stand 
guarantor on behalf of 
ONGC for repayment of loan 
spread over a period of seven 
years. 

Increase in Cargo 
Traffic 

There has been significant 
improvement in the working 
of major ports under the 
Ministry of Shipping” and 
Transport. Inuring the first 
six months of the current 
financial year i.e. from April 
to November 1980 the tra¬ 
ffic at the ten major ports 
increased by six per cent as 
compared to the traffic during 


the 

year. In real terms the 
handled by the major port^^ 
in the period from April 
November 1980 was 51,C*' 
million tonnes as against 48.C^.^ 
handled in the correspondiii|ji}| 
period of the year 1979, 

According to the 1980-81, 
annual report of the Minis*^ 
try of Shipping and Trans¬ 
port this achievement came 
in the wake of concerted 
efforts made both by the 
Government and the Port 
Authorities with the coopera¬ 
tion of the labour. As a result 
of these efforts there has been 
a steady improvement of the 
position in respect of waiting 
vessels at ail the major ports.. 
The number of ship days lost 
at the Ports of Calcutta, 
Bombay and Madras came 
down to about 5000 during 
the period from April to 
Novcmbei, 1980 as com- 
pa red to a bout 14000 during 
the corresponding period last 
year. On the other hand, 
there was an increase in the 
number of ships that called 
on these ports by about 13 
per cent during the same 
period. 


Improvements in Ports 

During J 979-80, the total 
number of ships that entered ; 
all the 10 major ports for f 
cargo operations was more ^ 
than 7000. The number of 
ships that called during the 
period from April to Novem- 
her, 1980 were about 5000 
as compared to 4000 during 
the corresponding period of V 
last year. 

The improvement in the v 
working of the major ports ^ 
has been recognised all over, v.’ 
For the first time, after Octo- jisj 
her 1977, the congestion sur- > 
charge levied by the Inter- 
national Conference Lines at. : 
Bombay has been withdrawn 
totally. Simihniy, congestion 
surcharges at C alcutta and , 
Madras have been lifted. A r 
settlement was arrived at re- i 
cently between the Ministry 
of Shipping and Transport 
and the four major federations ■ 
of port and dock workers on 
issues of wage revision and 
liberalisation of terms and con- 
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editions of empioymeii^ d/ port 
^and dock workers at the major 
ports. The settlement will 
be applicable for a period of 
four years from January 1, 
1980 to December 31, I‘>83. 

New Industrial Policy 
in Uttar Pradesh 

The Uttar Pnidesh Govern- 
; ment has decided to draw up 
an industiial policy for the 
State and lo intrc-duce a new 
pattern of *Onc-point Contact- 
Service' under PJCLJP l^ur 
speeding up industralisalion 
in the Slide. Under this pat¬ 
tern, a composite ixicKage of 
hicilities would be ollercd to 
the new and the existing units. 
Such contact points are pro¬ 
posed to be established at 
Delhi and Kanpur also. The 
Government has already fixed 
time for proccssing/clearing 
applications for establishing 
new units in the State. Dis¬ 
closing this at the meeting 
organised by the UP Com¬ 
mittee or the PHD Chamber 
of Commerce and Industry 
here, Mr Ashok Chandra, 
Commissioner and Secretary 
Industries. UP, stated that a 
high powered committee has 
been constituted under the 
Chairmanship of the Chief 
Secretary for monitoring im- 
plemcntalion of various de¬ 
cisions taken for speedy in- 
dustralisation. He said that 
in addition to the otTicials 
concerned. Chief Mijiister 
and Industries Ministers of 
the Slate arc also participating 
in the deliberations of the 
committee which is indicative 
of the deep interest shown by 
the State leadership. 

He added that any project 
where loans are extended by 
PIC UP and UPFC or have 
equity participation, sanction 
01 power load would be 
considered as automatically 
sanctioned with the fmali/a- 
. tion of the loan. Government 
has also fixed a time limit 
for switching on the power 
load to cut any possible delay 
between sanctioning of lord 
and energising the lines. Mi 
Chandra informed that the 
State Government was consi¬ 
dering setting up of power 
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plants near tke Industrial 
areas. He said that the State 
Government has an open 
mind and proposal for 
setting up plants on co¬ 
operative basis by the entre 
preneurs or as a joint Pro 
ject between the entrepreneurs 
and the State Corporation 
would be possible. 

Names in the News 

Mr Arvind Naroftam Lal- 
bhai, has been elected as the 
President of the Federation of 
Indian Chambers of C ommerce 
and Industry for the year 1981- 
82. He assumed office at 
the close of the 54th Annual 
Session of the Federation 
held in the second half of 
April. Mr Laibhai is the 


1981. Prior to joittingStefC % 
was the Deputy Managing Di- 



Arvind N. Laibhai 



S.C. Bhattacharjee 

rector of Union Carbide India 
Ltd. 

Mr A. Sivasailam is the 
Chairman of Amalgamations 
Limited, Madras, one of the 
largest Industrial Groups in 
the country. The Amalgama¬ 
tions Group consists of over 
25 companies. He is now the 
('hairman and Managing 
Director of TAFL. He is also 
the Chairman of Malaysia Pis¬ 
tons Sdn. Bhd., a joint venture 
set up in Malaysia in technical 
collaboration with India Pis¬ 
tons Limited, one of the unit 


Chairman of Ashoka Mills 
Ltd., Suessen Texiile Bearings 
Ltd., Baroda, Laibhai txporls 
Ltd., Ahmedabad, Anup Engi¬ 
neering Ltd., Ahmedabad, 
Shiee Digvijay Woollen Mills 
Ltd., Jamnagar and Anil 
Starch Products Ltd., Ahmeda¬ 
bad. He is also on the Board 
of Directors of .several textiles 
mills and other manufacturing 
companies engaged in chemi¬ 
cals, engineering, glass, paper 
and tyres. 

Dr S. C. Bhattacharjee has 
taken over as Managing Di¬ 
rector of Rohtas Industries Ltd. 
He had been Chairman of 
State Trading Corporation of 
India from 1977 to January 



Local Boari rf the liefiiFve 
Bank of India and was on the 
Court of Governors of the 
Administrative Staff College of 
India. He was also a Member 
of the Managing Committee of 
the Madras Institute of Tech¬ 
nology. 

Mr B.J. Khira, Director, 
Khira Group of Industries was 
elected as President of All 
India Pressure Cooker Indus¬ 
tries Association. Mr Chander 
Bathega, Director, The Con¬ 
cept, Counsel of Management 
Services was elected as Hono¬ 
rary General Secretary of the 
Association. 

Dr B. M. Kacholia was 
elected President of the 
Bombay Management Asso¬ 
ciation (BMA) for the year 
1981-82. 

He has been associated with 
the BMA for many years in 



A. Sivasailam 

companies of the Amalgama¬ 
tions Group. 

Mr Sivasailam is a Past Pre¬ 
sident of the Association of 
Indian Automobile Manufac¬ 
turers, Bombay. He was a 
Member of the Southern Area 
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B.M. Kacholia 

various capacities and has 
held many responsible offices. 
Under his Chairmanship th^ 
Small Scale Industries Serviced 
Committee has done com¬ 
mendable work in the last 
four years, organising four 
all-India seminars, a number 
of educational and training 
programmes especially tailored 
to the needs of the small 
sector and extended the unique 
voluntary consultancy services 
to many small units in and 
around Bombay. He is 
presently Senior Marketing 
Manager in Century Rayon. 

(The above item was pub¬ 
lished last week with the name^ 
of Dr Kacholia wrongly spelt. 
The error is regretted)* 

UAY4,19lti 
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Kesoram Industries 

The Directors of Kesoram 
Industries and Cotton Mills 
Eive recommended a dividend 
14 per cent for the year 
ended March 31, 1981, on 
the capital enlarged by a 
one-for-two bonus issue. This 
works cut to a 21 per cent 
payment on the old capital 
as against 17 per cent of the 
previous year. 

The company has fared very 
well with the gross profit jump¬ 
ing from the previous year's 
Rs 10.0.3 crores to Rs 13.88 
crotes in 1980-81. After 
depreciation of Rs 2.71 crores 
^R.s 2.42 crores) and taxation 
IfP* Rs 5.150 crores (Rs 2.50 
crores), the profit is Rs 5.67 
crores compared to Rs 5.10 
crores of the previous year. 

Out of this, Rs 54 lakhs (Rs 
50 lakhs) has been set aside for 
transfer to investment allow¬ 
ance reserve. The proposed 
dividend on preference and 
equity shares will absorb 
Rs 107.68 lakhs (Rs 87.79 
lakhs). 

A sum of Rs 2.36 crores 
(Rs 1.67 crores) has been 
allocated to General Reserve 
No One and Rs 77 lakhs 
(Rs 75 lakhs) to General 
Reserve No Two. Debenture 
Redemption reserve gets Rs 25 
lakhs (Rs 115 lakhs), capital 
reserve Rs o4.42 lakhs (Rs 
15.26 lakhs) and dividend re¬ 
serve Rs 1.64 lakhs (nil). 

Aslan Bearings to 
Enter Market 

Asian Bearings is coming to 
the market on May 13 with 
a public issue of 24.50 lakh 
equity shares of Rs 10 each 
to raise a part of the finance 
required for its Rs 16.38 
xrorcs bearings project being 
Rt up at Bagalpur near Hosur 
in Tamil Nadu. The company 
has been promoted in the 
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joint-sector by TIDCO and 
Mr S.M. Palaniappa Chetliar. 
The technical collaborators are 
a GDR firm. 

Licensed to manufacture five 
million antifriction bearings, 
the company is in.slalling capa¬ 
city for 4.1 million bearings 
per annum. It will manu¬ 
facture a wide range of ball, 
taper and cylindrical roller 
bearings to cater to the needs 
of electric mrlors, pumps, 
machine tools, two-wheelers, 
three-wheelers, Ir: ctors, com¬ 
mercial vehicles, etc. 

Most of the imported and 
indigenous machinery, plant 
and equipment have been 
received. The erection of 
machinery will commence from 
the second quarter of 1981. 
The management expects com¬ 
mercial production to rom- 
mence during the last quarter 
of 1981. 

According to Mr M.G. Raja 
Ram. Chairman, demand lor 
bearings is estimated at 50 
million numbers for 1981 with 
an average growth of 15 per 
cent per annum. The com¬ 
pany docs not envisage any 
difficulty in marketing its pro¬ 
duction. 

Simon-Carves 

The Directors of Simon- 
Carves have decided to repeat 
the equity dividend of 16 pci 
cent for I980. 

According to brief preli¬ 
minary results, the company 
has earned a gross profit of 
Rs 63.33 lakhs against Rs 54.46 
lakhs in the previous year. 
After depreciation Rs 12.79 
lakhs against Rs 14.83 lakiis, 
investment allowance reserve 
Rs 0.25 lakh against Rs 5.7^ 
lakhs and taxation Rs 25.94 
lakhs, the net surplus is 
Rs 24.35 lakhs compared to 
the previous year’s Rs 19.99 
lakhs. 


Out of this, the recommend¬ 
ed dividend distribution will 
absorb as before Rs 14.40 
lakhs. 

Bajaj Plastics 

The Directors of Bajaj 
Plastics have decided to main¬ 
tain the dividend at 15 per 
cent for 1980, although the 
working results have been 
poor. 

The company has earned a 
gross profit of only Rs 34.59 
lakhs compared to the pre¬ 
vious year's Rs 84.40 lakhs 
following .sales of Rs 3.23 
crores against Rs 3.39 crores. 
After depreciation Rs 10.53 
lakhs against Rs 27.35 lakhs, 
investment allowance reserve 
Rs 3.25 lakhs agaii sl Rs 2.90 
lakhs and taxation Rs 15.50 
lakhs against Rs 25 lakhs, 
the net surplus is Rs 5.30 lakhs 
compared to the previous 
year's Rs 29.15 lakhs. Out 
of this, the proposed dividend 
will require Rs 3.75 lakhs 
(same). 

The Directors have decided 
to make a rights issue of 
equity shares at par on the 
basis of two shares for each 
share held, subject to the con¬ 
sent of the Controller of 
Capital Issues. 

Zell-ate Changes Name 

The name of ZclI-ale is 
proposed to be changed to 
“Assotex Lnginccriiig Indus¬ 
tries” as the collabcralion 
agreement with Maschinen- 
fabrik Zell has expired. 

The company has completed 
the first phase of moderni¬ 
sation programme of Rs 21 
lakhs by the end of 1980, 
It now expects to avail the 
benefits of this programme 
during the current year. 

Doom Dooma 

Doom Dooma India Ltd has 
shown that during'the year 
ended December 31, 1980, 

there W'HS a profit before tax 
of Rs 164.63 lakhs, lower by 
Rs 60.59 lakhs compared to 
last year. Lower auction 
prices, incrca.se in wages, 
freight rates, and inflationary 
effect OP prices of almost all 


inputs were responsible 6k 
the decline in profit. Surpttti 
available for appropriation foi 
the year is Rs 51.43 laldll 
against Rs 62.92 lakhs in tlM 
previous year. The provision^ 
for investment allowanoi 
reserve in this year if 
Rs 172,000 against Rs 93,00( 
ir the previous year. DeveIoj> 
ment alk.wancc reserve it 
Rs 4,000 against Rs 61,(KX) it 
the previous year. The Dirco 
tors have transferred th< 
balance of profit of Rs 29.1^ 
lakhs from the previous twc 
financial periods to genera 
reserve. Total income ai 
Rs 8.50.62 lakhs is lower bj 
Rs 6.06 lakhs compared tc 
the previous year due tc 
lower auction prices for tea 
The export turnover gi 
Rs 244.97 lakhs shows ap 
increase of Rs 70.71 lakhs ovej 
last year. The Directors re¬ 
commend a dividend ol 
rupees two per equity share 
(subject to tax) thus maintain¬ 
ing ihc same rale of dividend 
as in 1979. 

Camphor and Allied 
Products Maintains 

The Directors of Camphoi 
and Allied Products Ltc 
Bombay, have proposed tc 
maintain the dividend at If 
per cent fc'r the year ended 
December 1980. The dividenij 
will claim Rs 22.89 lakhs 
(Rs 20.25 lakhs). The divi- 
dend will be paid at pro rata 
basis on 22,221 equity sharee 
of Rs 100 each, issued in 
conversion of 4,938 convcrtib|« 
bonds of Rs 1,(XX) each, few 
the pciiod from March 17. 
1980 to December 31, 1980. 

The gross profit mounted 
from Rs 63.18 lakhs tc 
Rs 119.13 lakhs. Provision* 
are Rs 21.66 lakhs (Rs 21 .Ot 
lakhs) for depreciation, Rs 
lakhs (Rs 21 lakhs) for taxa* 
lion Rs 55,000 (Rs 51,000' 
for investment allowance re¬ 
serve, Rs 5.24 lakhs (nil) foj 
ci»ntingcnl excise duty liabilitj 
Rs 4.30 lakhs (nil) for genera 
reserve No one, Rs three lakh 
(Rs 3.25 lakhs) for genera 
reserve No two, Rs 3.50 lakh 
(same) for debenture redemp 
tion reserve. The turnove 
increased by 45 per cent fron 
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Ill 6.36 crores to Rs 9.19 
^ores. 

; Production of camphor in¬ 
creased from 978.49 tonnes to 
995.86 tonnes. Total exports 
improved from Rs 11.60 h’khs 
to Rs 36,78 lakhs. The 
management looks forward to 
better working in 1981. 

The implcmen till ion of the 
menthol project is as per 
icheduJe. Civil construction 
work will be ready by the 
snd of June 1981. Instalkilion 
of plant and equipment will 
4tart in July 1981. The plant 
will be ready for trial runs 
by November 1981. 

The company has got letter 
>f intent for the manufacture 
yf 100 tonnes of trans butyl 
:harysanthemale (a pesticide), 
200 tonnes of met a phenoxy 
(jenzyl alc<^hol (an inlenncdiate 
:o manufacture synthetic pyre- 
hroids a pesticide). One 
akh cubic meter of hydrogen 
IS part of utility services. 

The company has also ob- 
ained registration with the 
DGTD for the manufacture 
)f 150 tonnes of fcnvalarale, 
in agricultural pesticide. 

MIPCO Seamless Rings 

MIPCO Seamless Rings will 
)e entering the capital market 
>n May 19, 1981 with a public 
ssuc of 1,500,000 equity shi;res 
>f Rs 10 each for cash at 
wr, for an aggregate value 
>f Rs 1.50 crores according 
o Mr P.H. Patel, Director of 
he company. 

The capital outlay of Rs 5.85 
•Tore would be met by equity 
hare capital of Rs 2.50 crores, 
crni loans in foreign exchange 
lom ICICI and IFCI totalling 
<s 2.15 crores, rupee term 
oans from IDBI and the LIC 
Otalling Rs 77 lakhs, deferred 
redit for land from the GIDC 
otalling Rs 12 lakhs and iin- 
ecured k a ns arranged by pro- 
notors totalling Rs 11 lakhs. 

MIPCO’s Rs 5.85 crorc 
»lant fer manufacture of rolled 
ings for bearing races is ex- 
>ected to be commissioned 
icfore September 1981. 

Mr Patel said that the 
)lant to be located in the 
)ackward district of Broach 
n Giyarat, would have capa¬ 


city to manufacture seven mil¬ 
lion rolled rings per annum. 
At present, the only other 
similar existing unit of TISCO 
has a production capacity of 
two million rings. Our coun¬ 
try's annual need at present 
is about 50 million rolled 
rings per annum. 

MIPCO Seamless Rings, a 
company promoted by Mr 
Manubhai Patel, Chairman 
and Managing Director of the 
Antifriction Bearings Or- 
poralion, will import the entire 
plant from West Germany, 
which has so far supplied 
over 200 similar plants to 
various countries. The techno¬ 
logy for ring rolling is built 
into the plant. The raw material 
for producing rolled lings is 
hot rolled round alloy steel 
bars indigenously available. 
The imported machinery is 
expected to arrive in July 
1981, and will take only a 
couple months for erection 
and commissioning. 

United Carbon India 

The Directors of United 
Carbon India Lid, have pro¬ 
posed a dividend of 12 per 
cent for the year ended Decem¬ 
ber 1980 against nil paid for 
the previous year. The divi¬ 
dend will claim Rs 33.56 
lakhs. Production and .sales 
were lower than in 1978. The 
company made a profit of 
Rs 272.55 lakhs against a 
loss of Rs 72 lakhs sustained 
in the previous year. Pro¬ 
visions arc Rs 42.05 lakhs 
(Rs 18.89 lakhs) for deprecia¬ 
tion, Rs 4.11 lakhs (Rs 1.20 
lakhs) for investment allow¬ 
ance reserve, Rs 60 lakhs (nil) 
for taxation, Rs 53.59 lakhs 
(nil) for general reserve. 

Due to long shut-down, 
cost of repairs to plant and 
machinery amounted to rupees 
one crorc, about twice that in 
1978. Further repairs are 
still necesrary to put the entire 
plant into working condition. 
Indigenous industry has the 
capacity to manufacture even 
exportable surplus, the Direc¬ 
tors state in their annual re¬ 
port. 

The company has recently 
signed a collaboration agree¬ 
ment with the UP State Indus¬ 


trial Development Corpora¬ 
tion Ltd, whereby it will parti¬ 
cipate both in equity and 
technical expertise in building 
a carbon black plant in UP. 

Associated Bearing 

Mr Akbar Hvdari, Chair¬ 
man, Associated Bearing Co 
Ltd, Bombay, told the 20th 
annual general meeting in 
Bombay recently that the turn¬ 
over in the first quarter of the 
current year was about rupees 
nine crores of bearings and 
Rs 2.5 crores of textile cem- 
ponenls, making a total of Rs 
11.5 crores, about 38 percent 
higher than that in the cor¬ 
responding period last year. 

He, however, warned the 
shareholders that such a high 
rate of growth could not be 
expected during the rest of 
the year, but the working was 
most heartening. 

The extension of the exist¬ 
ing factory building and other 
civil engineering works were 
progressing as per the schedule. 
The company had successfully 
negotiated a foreign currency 
loan of Rs 8.25 crores from 
the ICTCI/II CI. 

The company had further 
finalised supplier's exports cre¬ 
dits of about 7.5 million US 
dollars on terms financially 
beneficial to the company. 
These would finance the im¬ 
port of plant and equipment 
needed for expansion and 
modernisation projects ap¬ 
proved by the Government. 

straw Products 

The Directors of Straw Pro¬ 
ducts say in their annual re¬ 
port that the implementation 
of the Rs 36-crore cement 
project, being set up in Rajas¬ 
than, has been as per schedule 
and the plant is expected to 
be commissioned by the end 
of 1982. 

The first phase of the Rs 5.5- 
crorc expansion project at the 
paper mills to increase pulp 
production by 12,000 tonnes 
per annum and paper pro¬ 
duction by 5,000 tonnes per 
annum has been completed. 
The compiiny has received a 
‘letter of intent’ for increasing 


the capacity for manufacture 
of straw board from 6,000 
tonnes to 7,350 tonnes and. 
M.G. industrial packaging and 
base papers from 5,500 tonnes 
to 7,600 tonnes at the board 
mills. These schemes are 
expected to be implemented 
during the current year. 

The company has under¬ 
taken a balancing and moderni¬ 
sation programme to augment 
capacity of the batteries divi¬ 
sion by 30 million cells per 
annum. A Tetter of intent’ 
has also been received foi\ 
increasing the capacity by 
additional 60 million cells per 
annum. 

Borosil Raises Dividend 

The Directors of Borosil 
Glass Works have raised divi¬ 
dend from IS per cent to 20 
per cent for 1980. 

The company has earned a 
gross profit of Rs 2.32 crores 
against Rs 2.15 crores in the 
previous year according 
preliminary figures. The turn-^^ 
over has been Rs 9.55 crores 
against Rs 7.72 crores. After 
depreciation of Rs 4.70 lakhs 
(Rs 6.84 lakhs) and taxation 
of Rs 154.96 lakhs (Rs 149.22 
lakhsj, net profit is Rs 72.08 
lakhs compared to the pre¬ 
vious year's Rs 57.89 lakhs. 

J. K. Synthetics Maintains 

J.K.. Synthetics is repeating 
the 18 per cent dividend for 
the year ended December 31, 
1980. According to brief preli¬ 
minary working results, the 
company has earned a lower 
gross profit of Rs 15.92*’ 
crores against Rs 17.57 crores 
in the previous year despite a 
higher turnover of Rs 170.57 
crores against Rs 153.19 
crores. 

With depreciation requiring 
Rs 9.36 crores (Rs 7.95 crores) 
and with no tax liability as 
before, the net profit is Rs 6.56 
crores compared to the pre¬ 
vious year's Rs 9.62 crores. 
Out of this, Rs 3.50 crores 
(Rs 6.58 crores) has been allo¬ 
cated to investment allowance 
reserve and general reserver 
and Rs 16 (Rs J 7.50) to capital 
redemption reserve. 

HAY K 
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Records & Stitl»t<d^ 


Total Net State Doaiestic Product of the Different States of the Indian Union : 1970-71 to 1978-79. 


(At Constant Prices) 


(Rs Millk»i| 


Slate/UT 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

J 975-76 

1976-77 

1977-78 

- ——■ ..-da 

Percentage Variat 
tion over 1970-71' 

1978-79 1977-78 1978-79 





(At 

1970-71 Prices) 






A.P. 

25,228 

26,002 

23,966 

28,596 

29,347 

29,830 

27,210 

30,605 

33,527 

21.3 

32.9 



( + 3.1) 

(- 7.8) 

(+19.3) 

( + 2.6) 

(+1.6) 

( 8.8) 

(+12..5) 

(+9.5) 



||} Asspm 

7,730 

8,050 

8,343 

8,5J5 

8,566 

9,421 

9,513 

10,309 

10,435 

33.4 

35.0 



( + 4.1) 

( + 3.6) 

(+2.1) 

(+0.6) 

(+10.0) 

(+1.0) 

( + 8.4) 

(+1.2) 



Bihar 

22,454 

23,093 

22.998 

22,604 

23,761 

25,334 

26,390 

27,440 


22.2 




( + 2.8) 

(- 0.4) 

(- 1.7) 

( + .5.1) 

( + 6.6) 

(+4.2) 

( + 4.0) 




Gujanit 

21,899 

22,592 

17,973 

22,046 

18,773 

23,6(>2 

24,592 

25,877 

27.639 

18.2 

26.2 



( + 3.2) 

(- 20.4) 

( + 22.7) 

( 14.8) 

( + 26.0) 

(4 .3.9) 

(+5.2) 

(+6.8) 



HP. 

2,324 

2,377 

2,391 

2,529 

2,528 

2,810 

2,662 

2,888 

2,986 

24.3 

28.5 



( + 2.3) 

(+0.6) 

(+5.8) 

(Ncgl.) 

(+11.2) 

( .5.3) 

( + 8.5) 

(+.3.4) 



K.H Ilia taka 

19,845 

20,230 

18,992 

22,184 

21.905 


20,668 

24,134 

24,723 

21.6 

24.6 



( + 1.9) 

( 6.1) 

(+ 16.8) 

( 1.3) 

(+2.8) 

( 8.2) 

(4 16.8) 

( + 2.4) 



Ktrala 

11,834 

12,443 

12,718 

12,800 

13,080 

13.251 

12,987 

13,574 


14.7 




( + .5.1) 

(+2.2) 

( + 0.6) 

( + 2.2) 

(+1.3) 

( 2.0) 

( + 4..5) 




^M.P. 

20,0.32 

21,452 

20,629 

21,212 

21,005 

21,980 

21,044 

24,365 

23,1’68 

21.6 

15.2 


( + 7.1) 

(■ .3.8) 

( + 2.8) 

( kO) 

(+4.6) 

( 4..3) 

(+1.5.8) 

(- .5.3) 



Manipur 

418 

447 

446 

539 

596 

609 

615 

672 

635 

60.8 

51.9 



(4 6.9) 

( 0.2) 

( + 20.9) 

( 1 10.6) 

( + 2.2) 

(+ 1.0) 

( + 9.3) 

( 5..5) 



Orissa 

10,467 

9,631 

10,360 

11,1.52 

10,125 

11,885 

10.443 

12,381 

13,006 

18.3 

24.3 



t( 8.0) 

( + 7.6) 

( + 7.6) 

( 9.2) 

(+17.4) 

( 12.1) 

( 18.6) 

( + 5.0) 



Punjab 

13,818 

14,309 

14,745 

1.5.3.57 

15,714 

16,757 

17.593 

18,936 

20,357 

37.0 

47.3 



( + 3.6) 

( + .3.0) 

( + 4.2) 

( + 2.3) 

( + 6.6) 

( 1 5.0) 

( + 7.6) 

(+7.5) 



T.N. 

24,207 

25,454 

25,566 

26,751 

23,249 

26,116 

26,147 

29.118 

32,240 

20.3 

33.2 



( + .5.2) 

(+0.4) 

(+4.6) 

( 13.1) 

(+12.3) 

(+0.1) 

(+11.4) 

(+10.7) 



Tripura 

779 

8.50 

731 

940 

897 

935 

1,038 

1,052 

1,078 

35.0 

38.4 



(+9.1) 

( 14.0) 

( + 28.6) 

( 4.6) 

( 1 4.2) 

(+11.0) 

( + 1.3) 

( + 2.5) 



U.P. 

42,565 

40,166 

42,537 

40,587 

42,-366 

46,111 

47,451 

50.767 

53,113 

19.3 

24.8 



(- 5.6) 

(+5.9) 

(- 4.6) 

(+4.4) 

(4 8.8) 

(..2.9) 

(4 7.0) 

(4 4.6) 



W.B. 

32,041 

33,145 

32.212 

33,289 

34,891 

37,069 

.37.362 

39.896 

39,718 

24.5 

24.0 

L 


( + .3.4) 

( 2.8) 

( + .3.-3) 

( + 4.8) 

(+6.2) 

( 4 0.8) 

(4 6.8) 

(—0.4) 



Delhi 

4,723 

5,090 

5,220 

5,402 

5,634 

6,185 

6,701 

7,174 

7,473 

51.9 

58.2 



( + 7.8) 

( + 2.6) 

( + .3.5) 

(+4..3) 

(+9.8) 

( + 8.3) 

( + 7.1) 

( + 4.2) 



Goa, Daman 

767 

872 

879 

919 

1,060 

1,149 

1,185 

1,2.59 


64.1 


and Diu 


(+1.3.7) 

(+0.8) 

(+4.6) 

(+15.3) 

( + 8.4) 

( + 3.1) 

( + 6.2) 








(At 1960-61 Prices) 






Haryana 

4,365 

4,485 

4,447 

4,555 

4.6.30 

5,221 

5,641 

5,933 

6,552 

35.9 

50. t 



(+2.7) 

(- 0.8) 

( + 2.4) 

(+ 1.6) 

(+12.8) 

( + 8.0) 

(+.5.2) 

(+10.4) 



J & K 

1,331 

1,383 

1,438 

1,565 

1,644 

1,706 

1,837 

1,938 

2,164 

45.6 

62.6 



(+3.9) 

(+4.0) 

( + 8.8) 

(4 5.0) 

(+3.8) 

( + 7.7) 

( + 5.5) 

(+11.7) 



Maharashtra 

21,293 

21,974 

21,249 

23,902 

25,491 

26.972 

28,613 

30,279 

31.348 

42.2 

47.2 



( + 3.2) 

( 3.3) 

(+12.5) 

(+6.6) 

( + 5.8) 

(+6.1) 

( + 5.8) 

(+3.5) 



Rajasthan 

9,080 

7,938 

7,424 

8,473 

7,819 

8,852 

9,.396 

9,495 

10,035 

4.6 

10.5 



(12.6) 

(-6.5) 

(+14.1) 

( 7.7) 

(+13.2) 

(+6.1) 

(-1-1.1) 

( + 5.7) 




Note : Figures in Parentheses represent the percentage change over previous year. 
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Statc/UT 


IPer Capita Net State bomestle jplrodiict of the Ditteeat States of the laiiaii tJnloB : l<i70*71 to 1978-19 

(At Constant Prices) 

(Rupees millions) 

Percentage varia¬ 
tion over 1970-71 



1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1977-78 1978-79 





(At 1970-71 Prices) 






A.P. 

586 

592 

536 

628 

634 

633 

568 

629 

678 

7.3 

15.7 



(+1.0) 

( 9.5) 

(+17.2) 

(+1.0) 

(-0.2) 

(-10.3) 

(- 10.7) 

(+7.8) 



Assam 

538 

542 

546 

541 

528 

564 

553 

582 

572 

8.2 

6.3 



(+0.7) 

( + 0.7) 

( 0.9) 

( - 2.4) 

( + 6.8) 

(- 2.0) 

( + -5.2) 

(-1.7) 



Bihar 

402 

406 

397 

382 

394 

413 

422 

430 


7.0 




(+1.0) 

(-2.2) 

( 3.8) 

( + 3.1) 

(+4.8) 

( + 2.2) 

( + 1.9) 




Gujarat 

«29 

837 

651 

782 

650 

802 

817 

840 

877 

1.3 

5.8 



( + 1.0) 

( - 22.2) 

(+20.1) 

(- 16.9) 

( + 23.4) 

(+1.9) 

( + 2.8) 

( + 4.4) 



H.P. 

678 

680 

669 

693 

678 

738 

686 

729 

739 

7.5 

9.0 



( + 0.3) 

(-1.6) 

( + .3.6) 

(- 2.2) 

( + 8.8) 

(-7.0) 

(4-6.3) 

(+1.4) 



Karnataka 

685 

683 

629 

719 

696 

702 

631 

723 

726 

5,5 

6.0 



( 0.3) 

( 7.9) 

(+ 14.3) 

( 3.2) 

(+0.9) 

( lo.l) 

(+14.6) 

(+0.4) 



Kerala 

564 

579 

579 

569 

569 

564 

542 

557 


(- ) 1.2 


• 


( + 2.7) 

(Nil) 

( 1.7) 

(Nil) 

(-0.9) 

(• -3.9) 

( + 2.8) 




M.P. 

489 

507 

473 

474 

457 

467 

436 

494 

458 

J.O 

’ 6.3 



( + 3.7) 

( 6.7) 

(+0.2) 

( 3.6) 

( + 2.2) 

(- 6.6) 

(+13.3) 

( 7.3) 



•Manipur 

396 

410 

396 

464 

497 

492 

482 

510 

467 

28.8 

I7.9’^i^ 

1 


( + -■<.5) 

(- 3.4) 

(+17.2) 

( + 7.1) 

( 1.0) 

(- 2.0) 

( + 5.8) 

(-8.4) 



. Orissa 

482 

434 

457 

481 

427 

490 

421 

488 

501 

1.2 

3.9 



( 10.0) 

( + 5.3) 

( + 5.3) 

(- 11.2) 

(+14.8) 

( 14.1) 

(+15.9) 

(+2.7) 



1 Punjab 

1.030 

1,046 

1,057 

1,079 

1,083 

1,133 

1,166 

1,231 

1.298 

19.5 

26.0 



(+1.6) 

(+1.1) 

( + 2.1) 

(+0.4) 

(+4.6) 

(+2.9) 

(+5.6) 

(+.5.4) 



iT.N. 

595 

613 

607 

626 

536 

594 

586 

643 

702 

8.1 

18.0 



( + 3.0) 

( - 1.0) 

(+3.1) 

(- 14.4) 

(+ 10.8) 

( 1.3) 

(+0.7) 

( + 9.2) 



' Tripura 

502 

540 

461 

553 

512 

518 

567 

558 

558 

11.2 

11.2 



( + 7.6) 

( 14.6) 

( + 20.0) 

( -7.4) 

(+1.2) 

(+9.5) 

( 1.6) 

(Nil) 



I U.P. 

486 

451 

469 

439 

4.‘<() 

481 

487 

511 

524 

5.1 

7.8 



(- 7.2) 

( + 4.0) 

( 6.4) 

(+2.5) 

( + 6.9) 

(+1.2) 

(+4.9) 

( + 2.5) 



1 W.B. 

735 

744 

707 

715 

733 

761 

750 

784 

763 

6.7 

3.8 



(+1.2) 

( - 5.0) 

(+1-1) 

(+2.5) 

( + 3.8) 

( 1.4) 

( + 4.5) 

( 2.7) 



i Delhi 

1,186 

1.226 

1,205 

1,196 

1,196 

1.259 

1.307 

1,342 

1.340 

13.2 

13.0 

1 


( + .3.4) 

( 1.7) 

( 0.7) 

(Nil) 

( + 5.3) 

( + .3.8) 

(+2.7) 

(-0.1) 



I Goa, Daman 












1 and Diu 

916 

l,(M)6 

992 

I.0I6 

1.148 

1.224 

1.2.38 

1,293 


41.2 


( 


+ (9.8) 

( 1.4) 

( + 2.4) 

(+13.0) 

(6.6) 

(+1.1) 

(+4.4) 








(At 1960-61 Prices) 






i Haryana 

441 

441 

426 

425 

421 

462 

486 

498 

537 

12.9 

21.8 

,, 


(Nil) 

( 3.4) 

( 0.2) 

( 0.9) 

( + 9.7) 

’( + 5.2) 

(+2.5) 

(+7.8) 



1 J & K 

292 

296 

3(X) 

318 

325 

.329 

345 

355 

386 

21.6 

32.2 



(+1.4) 

(+1.4) 

( + 6.0) 

(-f2.2) 

(+1.2) 

( + 4.9) 

(+2.9) 

(+8.7) 



! Miihanishliii 

1 

'J 

430 

434 

410 

451 

471 

488 

508 

527 

536 

22.6 

24.7 : 


(+0.9) 

( 5.5) 

( + 10.0) 

(+4.4) 

(+.3.6) 

(+4.1) 

( + 3.7) 

(+1.7) 


i 

1 Hajasthi'n 


304 

277 

307 

276 

305 

316 

311 

321 

(-)12.6 

- 9.8 1 


(- 14.6) 

(-8.9) 

(+10.8) 

( lo.l) 

(+10.5) 

(+3.6) 

(-1.6) 

(+3.2) 


__ _* ^ 

»—ir^T' 







. 




- ^ 


t-es in parentheses represent the pcrc'cntiige change over the previous year. 
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For the price of a taUe fan 
Orient gives you more than just 

a table fan. 


A table fan is a table fan is a table fan. 
Except when it's an Orient. Because 
Orient believes that if you are paying 
quite a lot of money for a fan, you 
should be getting a lot more. And this 
belief has guided Orient for the last 25 
years. 

The tah experts. 

25 years in the fan business have 
given Orient the unique experience and 
expertise to manufacture the latest and 
the best in fans. In India's tNAro most 
modern fan plants. Orient is 
continuously innovating and developing 
technology to come up with fans that 
give you more, fans that deliver ex4‘a 
value 


More extras. More benefits. 

Orient table fans are fitted with easily 
replaceable best quality self*aligning, 
self-oiling bush bearings. Which means 
they give whisper-quiet performance 
end are easy to service and maintain. 

Orient table fanq[.have a floating 
mechanism for 1j90^ oscillation. Which 
means you can getbreeze in every 
corner of your room. 

Most Orient table fans have cast-iron 
stand and body. Which means they are 
more stable and sturdy. 

Orient table fans have stove- 
enamelled finish and are available in a 
wide range of colour combinations with 
a choice of switches, trims, guards and 
stands. Which means you can match 
your fan with your decor and your 
lifestyle. 

Think Value. Think Orient. 

• Orient offers you a wide range of 
stylishly engineered, impeccably finished 
table fans to suit different budgets. 
Orient Deluxe-sturdy and streamlined; 


Orient Super Deluxe with piano or 
rotary switch and tilting facility; Orient 
Summer Queen with ornamental trims 
and rotary switch ; Orient Desk with 
tilting or wall-mounting arrangement 
chrome-plated guard and push-button 
switch ; and Orient AM-purpose which is 
a ceiling, table and an exhaust fan all in 
one. 

' So. the next time vofib.uy a table fan. 
buy an Orient You'll get a40t more. 



Suptr DtIuNU 


Summtr Qumh 


ORIENT FANS 

Get the No. 1 fan. 
You'll get more for your 
mwiey. 
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5 flights to 
Moscow every week 
4-from Delhi 
1-froni Calcutta 
and 

3 flights to South East 
Asia Every Week 


For Ro»orvation$ Ptw Cofttaet 



The Soviet Airlines 
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“Thh U/eek 


May 6 

The managements of four public sec¬ 
tor units in Bangalore declared a lockout 
following continued agitation by the 
employees. 

The Gauhati High Court struck down 
the notifications imposing censorship of 
Hl^news and views on some newspapers of 
the State. 

The Prime Minister, Mrs Indira 
Gandhi, made an impassioned appeal to 
the World Health Organisation (WHO) 
in Geneva, to devise programmes **within 
reach in terms of distance as well as, 
money of all”. She expressed her con¬ 
cern over the reported move to amend 
American laws so that the US was able 
to give military aid to Pakistan even if 
Pakistan made the nuclear bomb. 

May 7 

Ifl The Lok Sabha adopted a motion, 
described as '^historic and epoch- 
making’* lescindJng a resolution of the 


previous Lok Sabha expelling Mrs 
Indira Gandhi from the House. 

The Reagan administration ordered the 
closure of Libyan embassy and ordered 
ail Libyan diplomats to leave the country 
within five days. 

The Assam Government headed by Mrs 
Anwara Taimur received a jolt when 
six Congress(I) MLAs, belonging to the 
tea garden labour group, resigned from 
the ruling party. 

Japan to extend to India a loan of 
392 million for the Hajira fertiliser plant 
in Surat (Gujarat). 

Mr J.R.D. Tata, noted industrialist, 
underlined the need for allocating more 
funds for the family planning programme 
for which the Sixth Plan provided less 
than one per cent of the total outlay. 

Mays 

The official wholesale price index 
for all commodities (base 1970-71 -100) 



stood at a record 275.8 (^visional) ; 
during the week ended April 2S. 

The Finance Minister, Mr R. Venkata* : 
raman, introduced in the Lok SablMt?a | 
Bill for the setting up of an export-^^^ 
import bank with an authorised capital ;| 
of Rs 200 crores. :‘!f 

A 16-niember Ministry headed by thio j 
Congress(l) leader, Capt. Williamson 1 
Sangma, assumed office in Meghalaya, 'i 

The Lie had paid about Rs 18 cro- ] 
res as bonus and Rs 3 crores as interest , 
to its class three and class four emp¬ 
loyees for the years 1978-79 and 1979-80.. 

May 9 

The Union Government decided to 1 
extend the refinancing facility under its | 
rupee finance scheme to cover capital j 
goods import till October 31 this year. ) 

May 10 

Socialist Party Chief Francois Mlt- ! 
terand, won the French Presidential ! 
election. 

The 12-day-old hunger strike by lea- i 
ders of the public sector workers in 
Bangalore called off following the > 
managements’ move to invite the work- i 
ers* unions for talks on their demands. 

Kuwait announced a Rs 50 crores i 
loan to India for the first stage of the | 
Anpara thermal power project in Uttar j 
Pradesh. j 

May 11 j 

Prime Minister Indira Gandhi and I 
the United Arab Emirates Presidcnl j 
Shaikh Zayed Bin Sultan al-Nahyan 
stressed that the security of West Asia 
was interlinked with the security of India.' 

The World Bank announced throe 
interest-free loans worth 388 million for 
farm training in Tamil Nadu, Madhya 
Pradesh and Maharashtra. 

Thirty-six-year-old Mr Rajiv Gandhi 
gives up his flying career to contest the 
Aniethi Lok Sabha seat. 

May 12 

Kuwait cut its oil production to 1.25 
million barrels a day from 1.5 million 
from April 1. 

AMU closed as a student dies in firing. 

India and the United Arab Emirates 
call upon the non-aligned countries to 
strengthen their solidarity to prevent 
intervention and interference by the sup^ 
powers. 
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Defeat of a President 

The opinion polls were right after all. Mr Valery Giscard in 1974, anxious to preserve the rightist coalition that had-]^ 
D^estaing came tumbling down from the Olympian heights of the restored political stability in the French Republic. 

French Presidency humbled by a man who had been written But 1981 turned out tabs different from 1974. The clash 

off by many as a political has-been. Mr Francois Mittcrand between Mr Chirac and Mr D’estaing was so abrasive that, as 
was considered a lost hope when the election campaign started jesujtg clear, several Gaullist voters switched 

in France. Having lost two successive election campaigns, he Mitterand in the second round of polling. The unity of 

was at one time considered unlikely to be selected even by ^ cracked apart, 

his own Socialist Party. He had to fend off a strong challenge 

within his party from Mr M. Rocard. He has now been Having slipped through the crack, it remains to be seen 

catapulted to the very top. whether Mr Mitterand will be able to consolidate his position 

Some observers are still rubbing their eyes with disbelief *** manner that Mr D’estaing did before him. Mr Mitterand 
at the spectacle of the ancient sparring partner suddenly a much more daunting task than his prederessor. 

emerging as the champ. Mr Mittcrand has been around so D’estaing could count on a rightist majority in the French 
long and so unsuccessfully that he was practically a profes- Assembly. But Mr Mitterand cannot. During the election 
sional twelfth man, always on the periphery but never in the campaign, he declared that, in the event of getting elected, he 
centre. If he has now captured the limelight it is more by would dissolve the Assembly and hold fre^ elections. Doubt- 
luck than good management. The most electrifying perfor- less he will do so. But it seems most unlikely that the result 
mancein the campaign came from neither Mr Mitterand nor will be a leftist minority. There is an excellent chance that 
Mr D'estaing but from the Gaullist candidate Mr Jacques Chirac’s Gaullists will do better than ever, and Mr Mitter- 
Chirac. He ended up with 17 per cent of votes, starting from Socialists may actually lose some seats, 

no more than 11 percent (if opinion polls are to believed). This will certainly cast a pall on the claim of the French 
It was his slashing sword that lopped off those few votes from Presidency, which has often been touted as the most powerful 
Mr D’estaing’s bag which tilted the balance in Mr Mittcrand’s executive position in the democratic world. The claim has 
favour. never really been put to the test so far, as the President has 

For the first time in the Fifth Republic, the right split to always had the support, no matter how tenuous, of a rightist j 

such an extent that a leftist was able to squeeze through. As majority in the Assembly. Now for the first time there will be | 

long as General De Gaulle was alive, his party dominated the a leftist President battling with a rightist majority, and it is far , 

right. Then in 1974 MrD*estaing, representing a smallish from certain that he will come out on top. In theory he can 

centrist parly, upset the Gaullist apple-cart by outpolling rule by decree, ignoring Parliament. He can also order 

Mr Chirac in the first round. Despite Gaullist bitterness at referendums to bypass ParHament. But in practice it will be , 

t this result, party members by and large voted for Mr D’estaing politically very difficult for him to rule by decree* This provi- 
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sion wu istrodne^ in Constitution of the Fifth Republic 
to avoid the kind of political chaos witnessed in the Thiid and 
Republics, when unwieldy coalition Governments fell 
^ry six months and were paralysed by inter-party differences. 
This is hardly the case today. It Mr Mitterand uses the 
Presidential decree to overrule the rightists, he will have to be 
extremely selective in its use. Otherwise he risks precipitating 
a constitutional crisis. France is veiy much a preserve of the 
right today^ Mr Mitterand’s victory notwithstanding. If he 
tries to use the Presidency to bludgeon the right into sub¬ 
mission he could be in serious trouble. It will be no surprise 
to discover that the President of France is not a very powerful 
man after all. Power may swing quite decisively from the 

« sident to the Assembly, as it has already done in the USA 
T Watergate. 

Many Western observers are worried that Mr Mitterand 
will have to make concessions to the Communist Party in 
return for their support. This theory fails to take note of the 
fact that the Communists and Socialists combined will almost 
certainly be in a minority in the Assembly after the fresh 
elections that Mr Mitterand has promised. What good is 


Communist support to him if it does not hitil a'i^ihjority? 
Mr Mitterand may well decide that he has to cultivate and : 
compromise with the parties of the right rather than with 
of the feft. This will involve a delicate balancing act. Havh^ 
lashed out at the right for so long, he cannot now woo it wifK^I| 
out provoking a revolt from the left wing of his party. But 
good sense may convince all antagonists that it is better ; 
for the President to rule by the consent of the majority in the ; 
Assembly than by a fistAil of decrees. He cannot resort to 1 
referendums with any degree of confidence in a country where 
the overall temper is rightist. 

Mr Mitterand is a one-term President. He docs not have 
to worry, therefore, about getting re-elected, or wooing the 
left wing of his party. Like Mr Giscard D'estaing before him, 
he will be inclined to shift his position from that of a mere 
party leader to that of a President who is above the political 
battle. It is a special characteristic of the French system that 
Presidents can owe their election more to other parties than 
their own. Mr Mitterand would be well advised to start 
putting some distance between himself and the Socialist Party, 
and start behaving as a statesman rather than a politician. 


Tndo-West Asian Relations 




vEN THOUGH the immediate outcome of Mrs Indira Gandhi's 
visit to Muscat, Kuwait and the United Arab Emirates in the 
past few days has been modest in so far as economic relations 
with these West Asian countries are concerned, it has wide 
import from the longer-term point of view. Kuwait has an¬ 
nounced a Rs 50-crore loan on soft terms (four per cent inte¬ 
rest and repayment period 25 years, with five-year grace period) 
for a power project in Uttar Pradesh. The UAE has indicated 
that it will not only increase its crude oil supplies from the nor¬ 
mal one million tonnes to 1.5 million tonnes per annum but 
also consider making available another half a million tonnes if 
India experiences any difficulties in tying up its requirements. 
The visit to Muscat, of course, was just a stop-over on way to 
Geneva where Mrs Gandhi was to deliver the keynote address 
the 24th World Health Assembly. The talk she held there 
primarily concerned political affairs of common interest. Politi¬ 
cal matters, of course, figured prominently in her talks with the 
Kuwait and the UAE authorities as well, where she reiterated 
her well-known stands on Afghanistan, friendship with neigh¬ 
bouring countries including Pakistan, the Palestinian issue, the 
; Iran-Iraq conflict, the need for solidarity among the non-align- 
I ed, prevention of intervention and interference by super 
powers in West Asia and the Indian Ocean region, etc. But a 
good deal of attention was paid to economic collaboration in 
her discussions in these two countries. 

The major significance of the visit lies in the fact that it has 
paved the way not merely for further improvement in the age- 
L^ld relations between the Gulf countries and India but as 
^mll for greater cooperation among the developing nations 
I themselves. It has been indicated both by Kuwait and the 


UAE that they will be considering investment opportunities in 
India in a wide variety of fields, especially power generation, 
irrigation and fertilisers. The UAE has also shown interest in 
setting up an export-oriented 10/12 million tonnes oil refinery 
on the west coast of India. Besides the Rs 50-crores loan for 
the UP power project, the possibility has emerged of Kuwaiti 
financial aid for the Thai Vaishet giant fertiliser project in 
Maharashtra. A team of experts from the Abu Dhabi Fund 
will be visiting India shortly to make technical appraisal of 
several projects in the above three fields. 

Much more significantly, both Kuwait and the UAE have 
expressed willingness to join hands with India for setting up 
projects in the third countries. Funds for these schemes may 
be available from these countries, while technical expertise can i 
be provided by India. This may well usher in a new era of the 
developing countries going in for mutual development in a big , 
way. India is already associated with many turn-key projects ^ 
in West Asia. They have undoubtedly created a good image of y 
its capabilities for assisting the developing world in industrialix^ 
sation, notwithstanding the fact that some difficulties have bemt^>; 
encountered in the implementation of a couple of them. 

The Kuwaiti loan for the UP power project also perhaps /^ 
marks a significant development in the economic assistance pro- ^ 
gramme of the West Asian oil-rich countries. In their enlighM 
ened self-interest, they probably have come to realise that they! 
will do well by helping the developing world by making avail- < 
able a significant portion of their large surplus resources on soft' 
terms suited to the requirements of the developing nations, 
especially when reservations are growing in the United States 
on the World Bank's soft-lending window. 
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New Technique for Increasing Yield 


T.C.A. Srinivasa-Raghavan 


An important problem in the use of ni¬ 
trogenous fertilisers is of devising a me¬ 
thod which will allow the soil to retain 
the nitrogen longer, otherwise, it escapes 
into the atmosphere and the plant is un¬ 
able to derive any benefit. The Central 
Fuel Research Institute has developed a 
lUlchniquc to do just this. The trick lies 
m combining with nitrogenous fertilisers, 
coal acids (polycarboxylic acids). The 
amalgam is the new kind of coal fertiliser 
called AMP (ammonium polycarboxylate) 
and/or CAMP (composite ammonium 
polycarboxylate). Field trials have shown 
that this increases the nitrogen utilisation 
efficiency (and therefore productivity) by 


as much as 3D to 40 per cent in the case 
of paddy, wheat, maize etc. 

Very briefly stated the use of AMP/ 
CAMP tends to do the following things: 

(a) The rate of nitrification gets re¬ 
tarded ; 

(b) Microbial activity in the soil is 
increased; 

(c) The moisture retention capacity is 
enhanced; 

(d) Soil aggregation characteristics 
improve; and 

(c) It helps solusilisation of insoluble 
phosphates. (Table 1). 

Some bench-scale estimates of the cost- 
benefit ratios of the use of coal acid com¬ 


binations (with N-fertilisers) have all 
been made. The results are most enc 
raging (Table 11). 

According to present estimates, the < 
for commercial plant works out to R$ 
per kg for a 500 tpd plant and that f0 
AMP/CAMP Rs 2.50 per kg. Recently 
there has been a breakthrough wh 
could further simplify the process and 
considerably reduce the requirement 
nitric acid and thereby the final cost 
the product. § 

From Table 11 it can be seen thal| 
hardly 33 kgs of coal acids in combinatioh| 
with 163 kgs of urea (i.c. 20 per cent by | 
weight of urea), the yield goes up by 11,1 


Taulb I 

Results of Experiments on the Cultivation of Rice with Combination Fertilisers 
(Coal-acids Blended with Urea or Ammonium Sulphate) 





Source of N 

Urea kg 
N/ha. 

Dosage 

Ammonium 
Sulphate 
■f kg N/ha. 

Coala-cids 

kg/ha. 

yields 

Paddy Straw 

% Increase over 
Urea or Amm. 
Sulphate 





Paddy 

Straw 

A. 

Experiment Conducted at lARI, New l>elhi( 1979) 

Urea 75 



45.6 





Urea+Coal-acids (20% by wt. of urea) 

(163) 

75 

— 

33 

58.6 

- 

29 

■ 


Urea 

(163) 

150 

_ 


54.2 

_ 




Urea+Coal-acids) 

(326) 

150 

_ 

66 

69.6 


29 


B. 

Experiment Conducted at CFRI, Digwadih (1980) 
Urea 

(326) 

75 



28.00 

25 




Urea+Coal-acids (10% by wt, of urea) 

(163) 

75 

- 

16.3 

30.0 

29.3 

7.1 

174 - 


Urea 4-Coal-acids (20% by wt. of urea) 

(163) 

75 

___ 

32.6 

36.0 

35.0 

28.5 

40.0 


Ammonium sulphate 

(163) 

75 

- 

32.0 

36.3 

. 



Ammonium Sulphate-f-Coal-acids 


(375) 

75 

37.5 

39.3 

44.7 

23.0 

23.0 

► 

Ammonium Sulphate-f Coal-acids 


(375) 

75 

75 

34.6 

37.7 

8.1 

3.7 

(20% by wt. of ammonium sulphate) 


(375) 







Figures in brackets indicate the amount of Urea or Ammonium Sulphate corresponding to the nitrogen level. 
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An impossible dneam 
turns into a silver-jumlee success 
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A V * State trading. That First as an importer of crucial Donning new mantles,'^. 

' ^impossible dream’ of 25 developmental inputs to aid as a direct trader in selected t 

vears ago is today’s silver India’s drive for self goods; as a partner in joint Y 

jubilee success. And you’ll sufficiency. Next, as an ventures in capacity creation; 

find reasons to celebrate. exporter of a variety of projects. In short, a partner /. 

goods. And more recently, in progress. . 

For today, the State in the open, fiercely tough t j* ' * 

ing Corporation has world of competitive trading State Trading 



For today, the State 
Trading Corporation has 
placed India on the trade 
map of the world. And in 
the process, emerged as a 
sophisticated international 
trading house, responding 
with skills and speed to the 
needs of competitive world 
markets. Backing this 
experience has been a 
history of consistent 
success. *. i' .r 


ventures in capacity creation 
projects. In short, a partner 
in progress. . 


world of competitive trading 

And yet, STC takes 
on new challenges. At 
home, turning me concept 
of 'service through imports* 
into a reality, with a 
country-wide network of 
distribution depots that 
stock imported items of 
mass consumption, like jf 
edible oils. 


State Trading 

completes 25i/ears inIndicL k 
You II find reasons . ^ 
to celebrate, . 
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quintftb of (»addy (per hectare). This, in 
implies an extra gross return of 
1,400 against an additional cost of 
Rs 66 for the coal acids. If credit is 
given for the extra straw that would ob¬ 
tain, the yield goes up to Rs 1,600 i.e. a 
cost-beneht ratio of 1:24, which is high 
indeed. 

However, another trial showed that 
while gross return was lower than above, 
the percentage increase in the yield was 
more-or-Iess the same for paddy. Much 
SApends on soil quality and the device of 
the N-fertiliser to be used in combination 
with the coat acids. All things consi¬ 
dered, the cost-bmellt ratio in average is 
estimated to be around 1:66. Even if 
these estimates turn out to be on the high 
side, compared to the conventional N- 
fer.iliser-use-only technique (with its ratio 
of 1;6), the ratio at half the value of 
present estimates would be good going. 

A scrutiny of Table II shows that despite 
its other virtues, the use of CAM P+urea 
Ifcay not be favourable. But due to its 
agro-cconomic efficiency, the use of CAMP 
is still considered to have an edge over 

A Study of the Cost Benefit for 
Treatment 


urea since it would yield an extra return 
ofRs 140/hectare. 

The one drawback is the high order of 
initial investment. To get around this, it 
has been suggested that a composite ferti¬ 
liser containing a mixture of CAMP and 
urea should be used. The cost-benefit ratio 
has been calculated as being 1:4 which 
means a substanlal increase in return. 

Over and above this, the continued use 
of mixed fertiliser with an organ c compo¬ 
nent w.uld, it is believed, not only im¬ 
prove soil fertilily but also ensure a prog¬ 
ressively higher residual effect. This, in 
turn, is likely to economise the use of 
plant nutrients in the subsequent rotation 
of crops. 

Sincw‘ the need to increase in producti¬ 
vity is vital by 1985 the target is to in¬ 
crease it from 1.4 to 1.8 tonnes per hec¬ 
tare—the importance of coal acids be¬ 
comes quickly apparent. The point to 
note is that these combinations permit in¬ 
creases in productivity without there hav¬ 
ing to be proportionate increases in the 
input of nutrients. 

The implications of this are quite stag¬ 
gering. It means that the consumption 

Table II 

the Lise of AMP/CAMP and Combination 


(or availability) of fertilisers to 
of 9.2 million tonnes will be good 
not only 156 million tonnes of food 
duction but it could well boost it to 
215 million tonnes set for 2000 AD. 
achieve this, it would be necessary 
produce about 2.5 million tonnes of co^^ 
acids by 1984-85. The availability of thit^ 
also implies a saving in the capital ifi** 'I 
vestment in the fertiliser industry. Simi^ f 
larly, there will be other savings too in the | 
form of additional fertiliser that woutd;^ 
not have to be transported, distributed..;? 
and marketed. It would also lead to sav- 
ings in the u.se of feedstocks such as oil, 
gas and coal. ■ 

The process for the production of coal^.^ 
acids consists of oxidative degradation of vj 
coal by nitric acid. There are basically ; 
two stages in the procc’is. First coal isjij 
converted to nltro-humic acid and then ; 
the nitro-humic acid is converted to; 
water-soluble polycarboxylic acids called 
coal acids. 

The technique has been based on bench 
scale studies at the laboratory level. Now, 
the design for a continuous process plant. 
has been adapted. 

Fertilisers ('ontaining Coal-acids 


- - ■ - - 1' 

Kg Urea Materials Kg/ha CAMP Total Extra Yield of Extra Gross | 
4 /ha Ammonium Coal- •Cost of Cost Paddy Yield Extraf ; 

Sulphate acids Materials Due to q/ha q/ha Returns ,4 


(Rs) Coal-acids 


(Rs) i 



^ * In computing the cost, the prices of the fertilisers have been taken as follows : \ 

^ Coal-adds @ Rs 2.00/Kg; CAMP @ Rs 2.50/Kg; Urea @ Rs 2.00/Kg and Ammonium Sulphate @ Re 1.00/Kg. 

f on the basis of Rs 110 per quintal of paddy. This is gross return against extra investment due to the use <1^ 

dither Coal-adds with Urea/Ammonium Sulphate or the use of coal fertiliser (CAMP) as such or partially with Urea. 
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Economic Analysis 


Education and Employment 


Wmi E IN theory everyone agrees about 
the seriousness of unemployment prob¬ 
lem, in practice not enough thought 
is being given to it. Thus, when an 
investment proposal comes to Govern¬ 
ment, it gets examined from every con¬ 
ceivable angle. Its foreign exchange 
implications, its raw material, power 
and transport needs, its location, its 
capital structure, whether the applicant 
is a new entrepreneur or a monopoly 
house, all these and many other issues 
arc examined with infinite care, but the 
employment potential of the project is 
rarely given the kind of weight it de¬ 
serves. None of the economic depart¬ 
ments and Ministries which examine 
such proposals have employment in 
the list of the business allocated to 
them. The Ministry of Labour, which 
is formally concerned with employ¬ 
ment, does not get a say in the evalua¬ 
tion of the proposal. Even within the 
Labour Ministry, so heavy is the 
load of work on account of problems 
emanating from or pertaining to those 
who are already employed, that there 
is little time left to deal with the needs 
of the unemployed. 

Primarily it is those who are in poli¬ 
tical life, are in touch with the realities 
of the situation at the grassroots, who 
arc most concerned with the problem 
of unemployment. It is they who feci 
such pressure as the jobless can exert 
and, in the main, it is they who have 
taken certain initiatives to promote cm- 
ployment. One of the things which our 
political leaders have been stressing is 
the importance ( f introducing changes 
in the educational system to cope with 
the problem of unemployment among 
the educated. 


L. K. Jha 

Let me at this point refer to some¬ 
thing 1 noticed in Jammu and Kashmir 
where 1 happened to be Governor for 
many long years. The State regularly 
imports labour for such things as cons¬ 
truction work, road building, setting 
up transmission towers and the like. 
This would suggest that conditions of 
full employment prevail in the State for 
people who can undertake semi-skilled 
manual work. On the other hand, 
among the educated, especially gra¬ 
duates, whose numbers swell each year, 
as education in the State right up to 
the post-graduate stage is free, there is 
a mounting level of unemployment. A 
cynical comment on the situation might 
be that if only the colleges were closed 
down, unemployment in the State 
would disappear. But so far as the 
people arc concerned, they arc cla¬ 
mouring for more colleges to he open¬ 
ed, particularly in the backward areas, 
so that they can come on a par with 
the prosperous cities. 

Essentially what 1 saw in Jammu and 
Kashmir is but a manifestation of cer¬ 
tain trends which are in evidence all 
over the country. For centuries in 
Indian society the manual worker has 
been looked down upon. The man 
who reads and writes, who h is studied 
much, has been given all the respect. 
Thercfoie, it is the ambition of all 
those who are engaged in manual work 
of one kind or another to educate their 
sons so that they no longer follow the 
kind of vocations in which their fore¬ 
fathers have been engaged. Tailors, 
carpenters, blacksmiths and farm 
workers would like their sons to get a 
desk job. It is with this motive that 
they send their children to school. 




Those who entertain no such dreams, 
or feci (hey cannot afford them because 
their childien must work and help their 
parents in their family vocations, do 
not send their children to schools at 
all. In the schools the educational 
system on’y strengthens a preference for 
white-collared jobs, preferably Govern¬ 
ment jobs. Depending on how well 
they fare in their studies, some aim to 
get into one of the administrative ser¬ 
vices, others hope for clerical jobs or, 
as a last resort, for class four or group 
‘D’ employment. 

Among those who arc able to sec far 
enough ahead to assess the employment 
possibilities of education in different 
fields, there have been shifirs in prefe¬ 
rences for the kind of course which 
they try to lake up. At one lime, science 
subjects became more popular than arts 
subjects. Later technical courses in 
engineering and medi.al colleges began 
to be specially sought after. More re¬ 
cently, business management seems to 
be the craze. Even engineers want to 
take it up. 

In terms of actual earning, products 
of medical, technical and management 
institutions seem to fare rather well, 
largely because only the meritorious 
can succeed in (ett ng admission and 
the number of available seats is very 
limited. Only a fraction of those who 
receive what is known as general edu¬ 
cation, get the kind of emplo>ment 
they are looking for; those who do 
often find that the course which they 
took for their degree has not much 
relevance or use in the kind of job 
which they are doing. A man may do 
well in a competitive examination by 
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offering subjects Which would have no 
utility in the work he would do. 

In sum» we have a situation in which 
a good proportion of the population 
denies itself even primary education* 
because the children cannot be spared 
from family work to take time for 
schooling. Children who do go to 
school all too often begin to get a little 
alienated from their families and sur¬ 
roundings—except for those whose pa¬ 
rents come from the educated and 
better off families—as they begin to 
feel superior and look down on manual 
work. Later frustrations begin to 
manifest themselves. Only a few can 
get admissions to the technical insti¬ 
tutions they want to enter. The rest 
take up a greneral course but most of 
them fail to get the kind of jobs they 
were aspiring for. They cither remain 
unemplo}cd or eventually reconcile 
themselves to doing something for 
which their education has little rele¬ 
vance. What is worse, even among 
those who do get reasonably good jobs, 
the chances are that what they studied 
in the university is of little practical 
use to them in the careers which they 
pursue. 

Without delating at a length on the 
many weaknesses of the educational 
system as an agency for providing the 
kind of manpower we need, let me put 
forward for discussion and debate some 
suggestions to make the educational 
system more responsive both to the 
problems of individual students and of 
the community as a whole. 

I suggest that primary schools in 
rural areas should not follow the time 
schedule and programme of holidays 
which come down from the British 
days. Let the hours of schooling be 
such that children who have to help 
their parents in the farm or in any 
other way can continue to do so. Simi¬ 
larly instead of a summer vacation or 
Christmas vacation, the timing of holi¬ 
days should be such as to leave the 
young free to help with agricultural 
operations at sowing and harvesting 
time. 

Second, in all schools, as far as 




possible, the task of keeping the class¬ 
rooms clean and tidy and of otherwise 
looking after the physical needs of the 
student community should be entrusted 
to the students themselves. The prac¬ 
tice of engaging non-teaching staff 
should be reduced to the minimum. 
Payments to students for work done 
would also be a worthwhile reinforce¬ 
ment of the work ethic. 

Third, in the school syllabus there 
should be a practical paper which 
covers training in a craft which can be 
locally practised. A certain amount of 
flexibility between area and area will 
have to be there but in general in rural 
areas something connected with agri¬ 
cultural operations would be suitable, 
while in urban areas even repairs to 
some mechanical equipment such as a 
bicycle or replacing a blown electric 
fuse could be a part of the craft curri¬ 
culum. In short, schooling should 
bring the benefits of literacy and learn¬ 
ing to the traditions of productive 
work which are there in every village 
and, in fact, in every family, rather 
than create barriers between the young 
and their environment. 

Let me now turn to college edu¬ 
cation. Some of the brightest and the 
best students after leaving school try 
to secure entry into a variety of 
institutions imparting specialised 
training in some profession or other. 
A good proportion of really deserving 
candidates cannot get entry into the 
fields of specialised study which they 
want to undertake. I believe wc should 
expand the facilities for such courses, 
especially as employment outlets for 
them extend beyond the shores of 
India. 


Indeed this is true of technical 
training at all levels. Vast numbers 
of Indians are going abroad to work, 
and if they are well trained and 
have the necessary skills, they 
can enrich themselves and the 
country. Even from a purely econo¬ 
mic point of view, the expansion 
of technical training facilities would 
pay us good dividend. If financial 


resources prove to be a euajor bottle^ 
neck, I see no reason why some of 
these institutions cannot be run on n 
basis which entails no subsidisation. 
Further, we could also get some 
finance from countries which are 
interested either in getting trained 
personnel from India or in sending 
their own x)eFsonnel for training in 
India. 

Not everyone could or should go in 
for technical training. A high pro¬ 
portion of those who want to study 
more after leaving school seek entry 
into degree colleges, most of them not 
because they have any genuine interest 
in higher studies but because they 
want to become eligible for jobs, 
mostly governmental jobs, for which a 
degree is regarded as a minimum 
qualification. I suggest we should do 
some rethinking about minimum 
qualifications. 

I feci we should do away with the 
insistence on a degree for jobs the 
entry to which is through a competi¬ 
tive examination. Since success on a 
competitive basis in the entry exami¬ 
nation is what ultimately matters, 
why should we insist on a degree as a 
pre-condition for appearing in the test? 
It is not as if the course of study 
undertaken at the degree stage is of 
much use in the jobs for which candi¬ 
dates are being recruited. In the 
administrative services, knowledge of 
mathematics or Sanskrit is not of 
much use, though because it is re¬ 
latively easier to secure high marks 
in these subjects, those who have 
studied them tend to fare better. 


Would it not be desirable, 1 wonder, 
to start recruiting for the IAS after 
the plus-two stage? In so far as a 
competitive examination is meant to | 
evaluate the general ability of the | 
candidate, the purpose could be served I 
i^qually well by holding the test at a I 
younger age. Thereafter the success- | 
ful candidates could be sent to aa % 
administrative college where the | 
subjects which are taught are those 
which would help in the discharge of | 
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duties which they would be called upon 
to perform. 

The objective I have in view is to 
create an atmosphere in which only 
those take up university courses who 
are interested in the subjects which 
they are studying and are not merely 
trying to make themselves technically 
eligible for certain jobs by sporting a 
degree. The attempt, in other words, 
should be to reduce the overcrowding 
and the frustration in the university 
campus which makes vice-chancellor¬ 
ship one of the most hazardous jobs 
in the country. But even at the 
college stage, 1 suggest a vocational 
paper should be introduced as a com¬ 
pulsory part of the syllabus. As 
regards subjects, 1 feel dairy develop¬ 
ment, poultry farming, beekeeping, 
soil levelling, repairs to equipments 
like pumpsets and automobiles, typing 
and shorthand and the like could be 
considered. Preferably the vocational 


paper should have links with the 
subject which the candidate offers for 
his degree. This would pave the way 
for graduates to take advantage of 
self-employment schemes which we arc 
promoting. 

In contrast to the approach for 
higher jobs, I would suggest that for 
what are known as Group ‘D* services, 
we might raise the level of minimum 
educational qualifications. This would, 
on the one hand, reinforce the links 
between education and manual work 
and on the other result in a much 
better standard of service in various 
institutions. To support my point, 

I would refer to the fact that while 
our surgeons perform the most difficult 
operations with a skill and proficiency 
which is comparable to the best in the 
world, all too often because of the 
carelessness and ignorance of the staff 
responsible for maintaining sanitary 
conditions in hospitals, the mortality 


a a ^ a a a a a * 

rate in India tends to be higher. T 

In our society, we cannot direct 4 
people to go in for particular courses 1 
to conform to projections of future Z 
demand for manpower. We have to % 
allow a lot of freedom to choose. % 
Therefore, we have to create an at- 1 
mosphere in which of their own I 
volition more and more students and t 
their parents begin to opt for courses t 
of a specialised vocational character X 
rather than go in for the kind of X 
general education which in British days t 
became so popular. To fulfil this objec- X 
tive, we cannot just rely on setting X 
up institutions of a technical kind. X 
No doubt more such institutions are t 
needed. But it would be more econo- t 
mical and advantageous to transform Z 
the content of education, to make it 1 
more relevant to our needs. X 


(This is an edited address by Mr L K. Jha ^ 
to a Conference of Manpower Data Producers T 
and Users) 4 
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In the Nation 


Disturbed Industrial Relations 


It is claimed that 1980 witnessed relative¬ 
ly greater peace on the industrial front 
than in the preceding three years. The 
number of mandays lost as a result of 
industrial disputes declined very consider- 
^llPy. The focus of agitation shifted to 
the political plane, initially in Assam and 
subsequently in Gujarat. The resistance 
by farmers that started initially in Tamil 
Nadu and then spread to Karnataka and 
I Maharashtra also diverted attention 
I from the familiar confrontations in 
factories. 

However, there has been simmering dis¬ 
content especially on the part of organis¬ 
ed workers. The peculiar aspect of this 
.is that such discontent appears to be 
|i||bre widely prevalent among the better 
fon sections of organised labour who have 
[ better clout for bargaining and who, over 
a period of years, succeeded in fully uti¬ 
lising this advantage. 

The year 1980 saw a break to the uninter¬ 
rupted success of this modus operandi. 
Several instances could be cited of the resi¬ 
stance of the management (with Govern¬ 
ment backing) to put a stop to the facile 
[assertion of organised labour. Binny witne- 
sed the first major confrontation in this 
Isphere; The management took the stand 
tin the middle of the year that without a 
adjustment of the work norms to con- 
industrywide practices with its 
ivitable corollary of cutting down the 
labour size, the viability of its textile divi¬ 
sion can never be ensured. Labour instic- 
tively resisted leading to the announce¬ 
ment of closure of operations from 
January 1, 1981. In fact, for some eight 
months now production activities at the 
Buckingham and Carnatic Mills have been 
at a standstill. After prolonged negotia¬ 
tions with labour, the Central Govern- 
nent agreed to reopen the mills on condi- 
ion that the question of work norms will 
thoroughly reexamined and will be 
isted to industry-wide practices. Innu- 
bie problems have been cropping up 
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in the fixation of these and the date of 
reopening gets postponed time and again. 

A similar lack of decisiveness, both 
on the part of the Government and 
labour, is witnessed in the case of public 
sector undertakings based in Bangalore 
and Hyderabad. The trade unions struck 
work from December 26 demanding 
among other things parity in wages with 
those of BHEL employees. Production 


S. Viswanathan 
writes from Madras 


remained disrupted at Bharat Electronics, 
Bharat Earthmovers, Hindustan Aero¬ 
nautics, HMT and the Indian Telephone 
Industries for 77 days. The concentration 
of a work-force of over 75,000 in a city 
naturally creates an explosive situation 
for the law and order machinery. 

After several rounds of discussions the 
unions and managements decided to 
resume work in March. But there was no 
clcarcut agreement on the terms of re¬ 
sumption. It was just decided that nego¬ 
tiations will be resumed after normal 
working conditions were restored. But 
the workers did not reconcile themselves 
easily to the total failure of their attempts 
involving considerable losses in their 
emoluments and consequent misery. Un¬ 
easy peace prevailed during the last two 
months with the management complain¬ 
ing poor turnout of production and the 
workers reeling under the disappointment 
of not gaining anything over their sacri¬ 
fices in wages. Predictably last week this 
erupted bringing in its wake widespread 
violence, arson and loss of public pro¬ 
perty. At least three post offices were set 
on fire; 19 buses were burnt and between 
May 6 and? it was hell let loose in 
Bangalore. 

The leaders of the Joint Action Front 
were on fast for some two weeks. The 


condition of some of these leaders was 
deteriorating, which was cause enough 
for large mass of workers to start agita- ' 
ting. What is surprising is the total 
ineptitude of the State Government in not 
anticipating trouble and get prepared to 
meet the contingencies. In a midnight 
swoop it arrested the leaders undergoing 
fast in a public place and promptly mov¬ 
ed them to a hospital. Having witnessed J 
the continuous stream of workers to this 
spot the previous day and having suffered 
the violence of organised mob fury in the 
earlier phase of the agitation, the Govern¬ 
ment should certainly have clamped 
restrictions on assembly of persons, dep¬ 
loyed enough police and even defence 
personnel in anticipation of mob violence. 
Nothing of this type was planned and for 
three days organised groups of workers 
took law into tlieir own hands and mer- i 
rily burned down buses and damaged J 
public property. The helpless manage- i 
ments declared a lock-out. 

The Chief Minister, Mr Gundu Rao, ■’ 
could do nothing but point to Delhi. The • 
leaders of the agitation, whose credibility ^ 
has suffered severe damage in the first I 
phase of agitation, are naturally waging a vf 
last ditch battle to retrieve their lost repu- I 
tation. They are in no mood to agree to 
the Government’s conditions. On the 
other hand, Communications Minister, 

Mr C.M. Stephen, announced in 
Parliament that the Government will not 
negotiate with the J AF leaders, but will be 1 
willing to meet the leaders of the various | 
recognised trade unions. The agitation , | 
has promptly spread to public sector 
units in Hyderabad and also to the ’ 
Kalamassery unit of the HMT, involving 
a total of over a lakh of workers. 

Yet another instance of no decision is ' 
witnessed in relation to the LIC emp- 
loyees who seem to have won the latest 
round of the battle through legal means. 
Here again, a large mass of organised 
employees, accustomed to some of the 






best compensation levels in Government, 
seems to be determined to resist Govern¬ 
ment efforts at bringing order into the 
wage structure, ensuring a measure of 
uniformity in DA at least among public 
sector employees. 

The concept of capacity to pay com¬ 
bined with the bargaining strength of 
unions displayed at bipartite negotiations 
contributed to much of these distortions. 
The Government did not too much 
bother about the harmful efforts of it so 
long as this was confined to the private 
sector. But in the Seventies the dispari¬ 
ties grew much wider among units in the 
public sector also as in this period a 
number of public sector units like BHEL 
grew fast and grew big. It is certainly 
not an easy job to tame the shrew of 
organised labour which has successfully 
got away with its demands without 
yielding in many areas of corresponding 
obligations. So far the Government 
has adopted the attitude of allowing 
the issue to lose its fury by sheer passage 
of time without any exertion to find a 
lasting solution. This was seen in the 
case of Assam and Gujarat agitations as 
also in the industrial disputes involving 
public sector workers in Bangalore and 
Hyderabad and the agitation by the LlC 
employees and B &C Mills workers, to 
cite a few. A comprehensive review of 
industrial relations in the light of the ex¬ 
perience of the last decade is urgently 
necessary. 


Funds for Industry 


Tun overwhelming response which the 
convertible (though partially) debentures 
of well-known private sector enterprises 
4 iave been receiving in the recent past is 
’u clear enough testimony of substantial 
funds seeking safe investment channels 
with prospects of some capital apprecia¬ 
tion. To a significant extent, these deben¬ 
tures, on which return has been judicious¬ 
ly raised to 13] per cent per annum plus 
one per cent if the equity dividend of the 
concerned undertakings exceeds a certain 
limit in line with the general upward 
trend in interest rates, both in the orga¬ 


nised sector and on borrowings on private 
account, have reduced the dependence of 
the private sector on direct public depo¬ 
sits with it: the proceeds from debentures 
are to be utilised not only for investments 
in expansion programmes but also for 
financing part of the working capital 
needs. Considering the easy availability 
of investible funds, it is rather discomfort¬ 
ing to note that the public sector under¬ 
takings, which last year were allowed 
to accept public deposits with a view to 
reducing their dependence on the Govern¬ 
ment or financial institutions, have not 
been able to attract the expected re¬ 
sources. 

Subdued Salesmanship 

To some extent, this might be due to 
the fact that they were not allowed to 
go in for any aggressive salesmanship 
through the appointment of agents and 
had to remain content with the issuing 
of advertisements in the press and media 
calling for deposits. There were also said 
to be some misgivings on the part of the 
prospective investors as regards the ser¬ 
vicing of deposits. Whereas the latter 
have proved to be misplaced as the in¬ 
terest payments by most of the public 
sector undertakings have been very 
prompt, it is gratifying to note that some 
public sector undertakings have also been 
allowed to appoint a limited number of 
agents to solicit deposits. This should 
enable these enterprises to mobilise some 
additional resources but a good deal more 
perhaps remains to be done. 

The Marxist leader, Mr Jyotirmoy Basu, 
has suggested to the Union Finance Minis¬ 
ter that the public sector units should be 
able to attract sizeable funds through 
public deposits if the terms are made 
**attractive'’. It may not be possible to 
alter the interest structure on these depo¬ 
sits, as it has to be the same for both the 
public and the private sectors. A major 
step that, however, can be taken is 
improving the income-tax provision in 
regard to the return from public deposits 
with companies. 

Currently, income-tax is deductible at 
source if interest payment to a depositor 
in a year aggregate Rs 1,0C0 or more. 
This provision has been there in the 
Income-tax Act for several years. But 


whereas income firom d^sits with , 
banks is not now 8ui](jected to tax deduc¬ 
tion at source, no such relaxation fias 
been provided for tax deduction in the 
case of public deposits with companies. 
The primary aim of tax deduction at 
source over a certain limit of income is 
to contain tax evasion. With the exemp¬ 
tion limit for income-tax having been 
raised this year to as large an extent as 
Rs 15000 per annum (which implies that 
salary incomes ranging up to Rs 2,000 
per month, without taking into considera¬ 
tion the tax exemption granted for in¬ 
vestments in the units of the Unit Trust 
of India, banking deposits and industrial 
securities to a return of Rs 5,000/3,000 
per annum), it passes comprehension why 
the tax deduction provision in regard to 
return on public deposits with industrial 
undertakings has not been relaxed. 

Mitigating Hardship 

It is not suggested that measures to 
contain tax evasion should be dispensed^ 
with. But surely, the Rs I,COO limrl!£? 
below which tax is not deductible at 
source, c^n be raised substantially—say to 
Rs 2,500—without any serious risk of 
tax evasion. This can go a long way in 
improving the situation for it will obviate 
in a large number of cases seeking tax 
exemption certificates from the income- 
tax authorities which many a time is not 
an easy proposition. With the freeing of 
nearly 24 lakhs assessees from the income- 
tax net, following the raising of the nil 
tax rate limit to Rs 15,000, it is appro¬ 
priate if these erstwhile assessees are en¬ 
couraged to put part of their savinp in ^ 
deposits with companies without having 
to take the trouble of seeking certificates 
from the income-tax authorities to the 
effect that they are no longer assessable 
to tax. The ceiling of Rs 1,000 was also 
put at a time when the interest rate 
structure was much lower than it is 
currently. 

Further, as the companies, both in the 
public and the private sectors, are allow¬ 
ed to mobilise public deposits only to a 
certain percentage of the capital assets, 
these deposits should be treated at par 
with deposits with the banking system 
within the ceiling of Rs 3,000 per annum 
income from banking deposits, dividends 
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firom iodttstruil securities, etc. In fact, 
the same should aj^ly to debentures. To 
Hke extent general public funds get invest¬ 
ed in deposits with companies, directly 
or through debentures or equities, the 
pressure on financial institutions will be 
reduced. In the case of public sector, 
some relief will accrue to the Central/ 
State exchequers as well. All this can 
have some wholesome effect on the price- 
line. Undue expansion in money supply, 
undoubtedly, has been exerting upward 
pressures on the price level. 


Engineering: 
Improved Prospects 


It is gratifying to note that the Asso¬ 
ciation of Indian Engineering Industry 
(Aid) expects a much better growth in 
this industry this year. Last year engi- 
(Riecring units registered with the CSO 
could yield during the 11 months to 
January only 2.9 per cent more output 
than during the corresponding period of 
the previous year and only a limited 
group of companies registered with the 
DGTD had recorded a growth of 6.9 per 
cent during the ten months to February 
over the April, 1979—February 1980 pe¬ 
riod. Talking to newsmen in New Delhi 
last week, the newly-elected President of 
the AIEI, Mr T.D. Sinha, anticipated that 
the growth in the production of the 
former units this year would go up to as 
much as seven per cent. The perfornr ance 
l^.ofthe latter, similarly, could be better 
than in 1980-81. 

This optimism has its genesis presum¬ 
ably in the considerable improvement that 
has taken place in the power situation in 
recent months. Power shortages last 
year, along with several other factors, 
continued to inhibit capacity utilisation 
a great deal. The coal and steel produc¬ 
tion trends in April too have been 
heartening ; so also the situation on the 
industrial relations front. But as the 
AIEI President stressed, there is still con- 
Iksiderable scope for further improvement 
IQ these fields. He regretted that although 
man-days lost due to strikes or lock * 


outs last year were the lowest during the 
past three years, go-slows were not un¬ 
common and this tendency was not refiect- 
ed in the statistical data in respect of in¬ 
dustrial relations. Mr Sinha also stress¬ 
ed that credit squeeze as well was having 
a negative impact on the growth of the 
engineering industry. Remedial action on 
this front too was necessary. 

With a view to stepping up exports to 
over Rs 1,100 crores this year, in terms 
of the Rs IJ20 crores target set by 
the Ministry of Commerce, from the 
estimated level of Rs 850 crores last 
year, Mr Sinha indicated that the AIEI 
would be .shortly finalising an action 
plan for the 200 top exporters who ac¬ 
count for more than 80 per cent of engi¬ 
neering exports. It is proposed to hold 
a meeting of the chief exporters with the 
Union Minister for Commerce soon so 
that specific problems regarding exports 
can be identified for rectification. The 
AIEI also plans to accelerate the endea¬ 
vours for inculcating greater awareness 
in the engineering industry in general, in¬ 
cluding the small-scale sector, for export 
nromotion. It is already doing so through 
sending missions overseas, holding trade 
fares both within the country aad abroad, 
organising foreign purchasing ^sions to 
India, circulation of information on ex¬ 
port opportunities, etc. The industry had 
on hand on April 1 export orders worth 
Rs 700 crores. This is considered a satis¬ 
factory level. 

Capacity Conatrainta 

But the export performance, Mr Sinha 
has stressed, can improve markedly only 
if production is augmented a great deal 
both for meeting the growing domestic 
requirements and catering for export op¬ 
portunities. The recent liberalisation of 
industrial licensing has been a step in the 
right direction, but Mr Sinha thinks that 
capacity constraints in many sectors of 
the engineering industry have to be elimi¬ 
nated so that it can play its useful role in 
stepping up exports. 

This year's anticipated growth in the 
engineering industry, however, will fall 
significantly short of the Sixth Plan target 
of raising the gross value added in the 
engineering sector to nine per cent per 
annum -two per cent higher than the 


overall rate of growth of the indu 
sector. With a view to avoiding delays i 
the implementation of Plan progran 
and to ensure that supplies of equip 
and machinery to the various sectors 
the economy are available well in tim6«;i 
linkage is proposed to be established 
ween the Planning Commission and 
AIEI through which the avoidable co 
traints would be overcome. 

An important thrust of the AIEI tl 
year will be for accelerating the gn 
of ancillaries. It is also proposed to 
up two new divisions—a nuclear pi 
and equipment division and a petroleui^ 
equipment division—which will 
fostering the nuclear and oil developm< 
programmes. The role conceived 
these two divisions is to develop pli 
and equipment-making capabilities to 
requisite extent in close coordination wltll 
the Atomic Energy Commission, thil 
ONGC and other organisations in tbif 
two fields. ^ 




Liquid Luxury 
in Peril 


"S 

TuR Wrs'i Bengal Chief Minister, 

Jyoti Basu. was recently reported to ha^ 
assured the Union Commerce Ministi 
Mr Pranab Mukherjee, that the 
Government would not do anything i 
harm the interests of the tea induftt 
This assurance is welcome but it is 
enough for the State Government to ad 
a negative approach. What is more 
portant is to see that the Govern 
plays an active and positive role in 
ing the tea industry to implement:, 
schemes of development. Since the Ue 
Front Government came into powe#| 
has raised the tax burden on the tea i 
dustry. All the tea producing States 
the industry heavily but in West 
and Assam the rates are higher. It 
been estimated that the direct taxation 
tea is about 3.5 per cent higher in 
and Tamil Nadu and 9.5 per cent hig 
in West Bengal and Assam than the co^ 
porate income-tax of 59.125 per cd 
levied OQ other industries. The Con 
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t^ter to Mr Jyoti Basu 
was based on the representation that the 
Hpbnner had received from the tea industry 
regarding the imposition of the cess in 
its last budget. If the State Ciovernraent 
bad allayed the anxiety of the industry 
and promptly modified the tax proposals, 
it would have been unnecessary to take 
up this matter with the Commerce Mini¬ 
ster. Mr Basu has said that the State 
Government has “an open mind” and 
that if the industry experienced any difli- 
culty in making direct sales to foreign 
j&uyers, the situation would be reviewed, 
cut considering the keen rivalry that the 
industry has to face from other producers, 
the State Government should have re¬ 
frained from adding to its fiscal burden at 
a time when it needs more funds to carry 
out its development programme and 
strengthen its competitive capacity. 

The Commerce Minister has done well 
m reminding the Chief Minister of the 
vitil role of the tea industry in the eco¬ 
nomy of the State and the nation. But 
irwhy is the Commerce Minister himself 
^not dealing with the problems of this in¬ 
dustry with the urgency they deserve ? 
Why, for instance, is Udyog Bhavan 
adopting a leisurely approach to the revi¬ 
val of the tea gardens in Darjeeling, most 
of which have been suffering from chronic 
sickness for the past many years ? Mr 


R. J. Venkateswaran 
writes from Calcutta 


Mukherjee said in CaJculla on May 4 that 
no action had yet been taken by his 
Ministry on the proposals submitted by 
1 ^ a consultancy firm for the development of 
the industry in Darjeeling. He revealed 
that the Committee of Secretaries under 
the chairmanship of the Union Finance 
Secretary was examining the report of 
this firm and the Tea Board’s recom¬ 
mendations on the same. Meanwhile, 
the brutal murder of the last British 
planter in Darjeeling, Mr J. Johnston, 
recently has created an atmosphere of 
anxiety and uncertainty in the industry, 
which is not conducive to its rapid revival. 

The Tea Board’s London office a few 
|k weeks ago released an advertisement in 
British journals glorifying the quality of 
Dorjeetiog tea. The advertisement des^ 


cribed it as **rarc, refined, the undisputed 
Champagne of teas”. It said: *^Darjeeling 
is unrivalled anywhere in the world for 
its delicacy of fiavour, enticing aroma 
and exquisite bouquet. For afternoon 
lea, the discerning drink Darjeeling. It 
is pure liquid luxury”. But consumers 
abroad may not be aware that the tea in¬ 
dustry in Darjeeling may decay and die 
if New Delhi does not come to its res¬ 
cue toon. 


Port for Prime 
Minister 


Mrs Gandhi's assurance to the delegation 
of the West Bengal Assembly that she is 
interested in saving Calcutta port should 
help to remove the anxiety of the State 
Government as well as indu.stry and trade 
arising from the proposal to delink it 
from the Haldia port. The Prime Minister 
did not make any categorical statement 
about the Government’s attitude to the 
report of the oliicial committee which 
has favoured the separation - of the two 
ports but West Bengal can now rest as¬ 
sured (hat New Delhi will not take a 
hasly decision. The State Government 
has expressed the fear that the delink 
plan would ruin the Calcutta port and 
seriously affect the industrial and commer¬ 
cial growth not only of West Bengal but 
also of the eastern region. The State 
Assembly has passed a unanimous reso¬ 
lution strongly opposing the move. Indus¬ 
trial and trade associations have also 
criticised the proposal. 

It seems surprising however that the 
Ministry of Shipping and Transport has 
not clearly and publicly explained the 
case for separating the Haldia port from 
Calcutta. It* the three-member committee, 
set up by the Ministry to study this prob¬ 
lem, felt that there are sound arguments 
from the tecbnical and economic angles 
for the separation, it should have placed the 
relevant facts and figures before the pub¬ 
lic. This has not been done. The Ministry 
has failed to perform its public relations 
job on an issue which has been causing 
concern to the eastern region and, as a 


result, an impression hae beea cteate^ 1 
New Delhi is deliberately planning to 
something to harm the interests of | 
Calcutta port. 

It is indeed encouraging to note 1 
the State Government is now taking ] 
keen interest in the Calcutta port. In i 
past, neither the State Government 
the Assembly showed much concern fd 
its proper working. Even when the opo<| 
rations of the port were persistently para| 
lysed for a prolonged period, the GoveiJ^ 
inent of West Bengal remained passivi|| 
Between November 1978 and Octobi^ 
1979, the port could not function for ISO 
days because of labour agitation whic|( 
caused heavy losses to the shipping 
panics. | 

According to the Ministry of SbippuH 
and Transport, during 1979 laboiit 
problem resulted in a loss of 6821$ 
ship-days and 131,716 man-days. Thi 
port’s traiVic declined from 11.1 millioti 
tonnes in 1964-65 to 8.7 million tonnes iti 
1979-80. 


Development Plans 

1 he Government of West Bengal theEd 
fore should take a close and continue# 
interest in the working of the port aig 
see to it that labour offers its full qi 
operation in implementing its scheadl 
of modernisation and in its day-to-daj 
working. Though the port’s admiii^ 
tration is the responsibility of theC^ 
trul Government, the Slate Govenune# 
can also do much to promote its fO!^ 
gress. 

The port authorities have dratt 
up plans for its development ovetf'M 
period of 10 to 15 years, based onpi^ 
jections of traffic. The State Govemii 
should be associated with the implen 
lion of these schemes so that its full 
operation will be available to the 
especially on issues relating to labJ 
productivity. West Bengal accounts 
an eJ<port of about Rs 1000 crores 
year ami the potential for export is i 
derable. The port serves a hinterland 1 
nearly half a million square miles cc 
ing West Bengal, Assam, Bihar and Or 
Therefore, both the Centre and the Stait 
Governments concerned should work td 
gether to promote the prosperity of ^ 
port. 
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Two of India’s most successful 
and diversified promoters 

Chowgules and 
the Government of Gujarat 

promote 

India's first 1 million tonne cement plant 

NARMADA CEMENT CO. LTD. 



TECHNOLOGY 


PROMOTERS 


LOW PROJECT 
COST 


LOCATION 


Take a look at the 'built-in* success features of Narmada Cement: 

Narmada Cement. India's largest cement plant (1.000,000 TPA or 3,(K)0 TPD) and the only plant in the 
country to use the commercially proven and the world's latest coal-bascd prc-calcinator technology the 
S.F. (Suspension Preheater and Flash Calcining) Dry Prwess by JHI, Japan and Fuller Co., USA. Modern 
equipment and innovative plant design ensure lower energy consumption. 

Which mean;;: Cost efficiency—lower project costs and lower manufacturing costs. 

Narmada Cement is jointly promoted by the Government of Gujarat—success makers of GSFC, Gujarat 
Alkalies, Gujarat Carbon, etc, and the House of Chowgulc- the pioneers in iron-ore mining and pelleti¬ 
sation, shipping, fisheries, industrial explosives, breweries, etc. 

Which means: Proven, experienced promoters. 

Narmada ( ement has a low per tonne project cost. Based on a debt-equity ratio of 4:1, Narmada 
Ciementhasa low capita I base. Since the selling price of cement is ihc same for all new cement plants, 
Narmada Cement will have a greater profit margin per tonne of cement. 

Which means: A higher per share return to the investor. 

Narmada Cement's manufacturing planlsare spread over 3 ideally located ports for quick and economi¬ 
cal sea iransporlalion : The clinker manufacturing plant in the heart of the limestone area at Jafrabad 
in Gujarat (capacity 3(Xi0 TPD) and cement grinding plants in the midst of major cement consuming 
centres of Magdalla in Gujarat (capacity 2000TPD)and Ratnagiri in Maharashtra (capacity KKX) TPD). 

The split location involves the judicious use of sea ira nsport; ba rges bringing clinker to Magdalla (situated 
close to the Coal Supply Line) carry coal on their return journey to (he clinker manufacturing plant 
at Jufra had. 

Which means: [dependable economical transportation, 
railways. 


Less dependence on the already overburdened 


narmada cement COMPANY LIMITED 


4th Floor, Bakhtawar, Nariman Point, Bombay 400 021 
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lion tonnes was expected to 
be added out of which a 
capacity of nearly two million 
tonnes has already been added 
and about a million tonnes 
is in various stages of imple¬ 
mentation. During 1981-82 
industrial licences have been 
['issued for a capacily of 2.30 
million tonnes and letters of 
intent for nearly 400,000 ton¬ 
nes, making a total of 2.70 
million tonnes. For 1982-83 
again industrial licences and 
letters of intent have been 
issued to the extent of 8.3 
million tonnes. 

Cement industry currently 
is busy implementing sche¬ 
mes designed to increase 
the capacity from 22.8 million 
jtonnes in 1980 to 45 million 
konnes by 1985. For the execu¬ 
tion of such expansion it is 
^jiiecessary that the industry is 
iallowcd a reasonable return 
Ion its investment. 

While the Government is 
krying hard to encourage ex¬ 
pansion and the setting up of 
pew units it has to pay suffi- 
iient attention to the price 
|itructure of this industry. The 
Industry has rightly approached 
|hc Government over and over 
|tgain to make adjustments in 
Inspect of the increased costs 

I Tablk lit 

I Per Capita Consumption 

(K.gs) 




i 


40 



24.61 

26.43 

27.00 

25.10 

23.68 

24.98 

29.08 

28.77 

31.94 

30.07 


Table IV 

Capacity Likely to be Added 
Upto 1982-83 

(Lakh tonnes) 


1980-81 

Industrial Licences 


Zone 


Akaltara 

4.00 

West 

Chunar 



(Jst Phase) 

8.42 

North 

Khrew 

2.00 

North 

Maihar 

4.00 

West 

Mangaiam 

4.(X) 

North 

Neemuch 

4.00 

West 

Yerraguntla 

4.00 

South 

Letters of Intent 



Chanda 

1.60 

West 

Damodar 

2.60 

East 

Rassi 

3.00 

South 

Udaipur 

2.00 

North 

Total 

39.60 


198182 



Industrial Licences 


Chunar 



(2nd Phase) 

8.40 

North 

Dalmiapuram 

0.70 

South 

Maihar 



(2nd Phase) 

4.00 

West 

Narmada 

JO.OO 

West 

Letters oj Intent 



Banjari 

1.34 

East 

Mec'hcria 

0.90 

South 

Tilda 

2.00 

West 

1981-82 

27.34 


1982-83 



Industrial Licence 

'.V 


Narsingarh 

5.00 

West 

Tadpatii 

4.00 

South 

Talaikoti 

4.00 

South 

Palghat 

4.20 

South 

Letters of'Intent 



Adi la bad 

4.(M) 

South 

Gagal 

5.60 

North 


Larsen and 
Toubro 
Manikgarh 
Orient Paper 
Raymond 
Satna 

Straw Products 

Tcxmaco 

Wadi 

(2nd Phase) 

1982-83 


JO.OO 

10.00 

4.50 

5.00 

8.00 

5.00 

4.00 

10.00 

83.80 


West 

West 

South 

West 

West 

South 

South 

South 


so that the profitability in the 
industry justifies expansion. 

The High Level Committee 
headed by Mr Lavraj Kumar 
had recommended a cement 
price which was based upon 
the cost structure prevailing 
in July 1978, and on the basis 
of its report, the three tier 
price formula (Rs 185, Rs 205 
and Rs 220 per tonne for low, 
medium and high cost units 
respectively) was brought into 
force from May 3, 1979. That 
committee had recommended 
that adjustments in price, to 
take (iafe of escalations in 
cost, should be worked out 
every quarter, but the Govern¬ 
ment decided to review the 
prices only annually. Even 
on the basis of an annual 
review (which leaves the higher 
costs of many months pro¬ 
duction uncovered), Mr Palkhi- 
vala suggested that the cement 
industry should have been 
given a price increase of 
Rs 28.54 per tonne from 
May 3, 1980 (Rs 11.14 re¬ 
presenting cost escalations bet¬ 
ween July 1978 and May 3, 
1979, plus Rs 17.40 for the 
12 month period ending May 
3, 1980). Instead the Govern¬ 
ment granted an increase of 
only Rs 13.65 per tonne. 


The ipjustice was com'* 
pounded by denial of even 
this meagre increase in the 
case of new units and subs¬ 
tantial expansions—although 
the Government has been im¬ 
porting cement at a price of 
more than Rs 800 per tonne 
or more than three times the 
price allowed to the indigenous 
manufacturers. 

The price structure of the 
industry is based upon the 
premise that the industry will 
achieve a minimum capacity 
utilisation of 85 per cent. This 
is no longer a valid assump¬ 
tion, because the Government 
which has full cont ol over 
the supply of coal, oil and 
power is unable to provide 
the infrastructural facilities. In 
the case of the cement in¬ 
dustry, every five per cent 
decrease in capacity utilisation^ 
means a loss of Rs five per 
tonne. The loss of production 
due to shortages of coal and 
power alone was 21.87 per cent 
in the case of ACC’s capacity, 
according to Mr Palkhivala. 
Under these circumstances it 
is essential that proper atten¬ 
tion is paid to prices while 
stress is being laid on im¬ 
proved utilisation and expan¬ 
sion in capacity. 


Table V 

Targets and Achievements of Cement Industry 


Period 


Capacity 


Production 


Year 

ending 


Tar- Achieve- Tar- Achieve- 
get ment get ment 


Pre-Plan 
Isl Plan 
Ilnd Plan 
Ilird Plan 
IVth Plan 
Vth Plan 
Vlth Plan 


1950-51 

1955-56 

1960-61 

1965-66 

1973-74 

1978-79 

1982-83 


3.28 

5.31 5.02 

16.00 9.30 

15.00 12.00 

Not fixed 19.76 
24.50 22.55 
35.00 


4.80 

13.00 

13.00 

18.00 

20.80 

38.00 


2.20 

4.60 

7.97 

10.82 

14.67 

19.4i 


Source : Planning Commissioit 
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Cement Supplement 

-----^ 

Widening Gap of Supply and Demand I 

K. C. Jain I 


President, Kesoram Cement 


In the industrial sector, cement 
industry occupies pride of 
place as it is taken to be in 
^e core sector of the eco¬ 
nomy. The level of consump¬ 
tion of cement is considered 
to be one of the indicators 
of the quality of the economic 
life of the people. The im¬ 
portance of cement in the 
economy and life of the people 
is therefore apparent. 

The installed capacity of the 
industry was 25.75 million 
tonnes in 19S0-81 but pro¬ 
duction was only about 18 
Tmillion tonnes as against the 
estimated demand of about 
28»million tonnes. If past is 
any indication of the future, 
the gap between demand and 
supply is going to widen 
further. 

Theie has been a big drop in 
the operating ratio in the year 
1980-81 as compared to the 
preceding two years as will be 
evident from the following : 


Year 

Capacity Utiliza¬ 


tion/Operating 


ratio (%) 

1978-79 

90 

1979-80 

82 

1980-81 

71 


The drop in the operating 
ratio is primarily due to the 
failure of infrastructure, viz., 
power, coal and railways 
(movement). The industry 
has achieved an operating ratio 
of 90 per cent in 1978-79 and 
^nce, looking to this achieve¬ 
ment, 100 per cent operating 


ratio attainment is within the 
realm of possibility if only the 
Government manages well on 
the infrastructute front, if 
this is done, the industry can 
give an additional production 
of about five-six million tonnes 
and the shojtage can be re¬ 
duced, if not wiped out. This 
would, in turn, help avoid the 
import of cement at such an 
exorbitant price, draining our 
precious foreign exchange. The 
foreign exchange thus saved 
can better be used for import¬ 
ing the latest technologies, 
much needed for the industry. 

Operating Efficiency 

Attainment of efficiency in 
operating ratio will have, apart 
from other benefits, the follow¬ 
ing advantages. 

(!) Increase in production 
consequent to full capacity 
utilization will not involve any 
additional investment; 

(2) Capital output ratio 
will become more favourable 
resulting in inersased prolil- 
ability; 

(3) The efficiency on the in¬ 
frastructure front and easy 
availability of the product will 
releas'c large amounts blocked 
in working capital, releasing 
the strain on our meagre re¬ 
sources. 

Assuming a compound 
growth rate in demand of 
cement of eight per cent per 
year, the installed capacity by 
2000 AD should be about 120 
million tonnes. The installed 
capacity of cement will there¬ 
fore increase by about four 


times in the next 20 years re¬ 
quiring addition of about five 
million tonnes capacity on 
an average every year. This 
much additional capacity will 
require an investment of Rs 7200 
crorcs at constant prices. 

Increase in Capacity 

To incrca.se the capacity to 
such great heights will re¬ 
quire stupendous efforts on 
the p.irt i f the Government 
and the entrepreneurs. The 
following suggestions are made 
in this connection : 

Industrial licenccs/lettcrs of 
intent should be freely given 
to such entrepreneurs who 
have the capacity to put up 
and manage the new plants or 
expand the existing plants. The 
provisions of MRTP Act de¬ 
lays the processing of licence 
applications and therefore 
should not act as deterrent to 
the growth of industry. The 
industry must be delicensed as 
was done in 1966 which will 
boost up the industry and 
more and more entrepreneurs 
w'ill come forward to put up 
new cement plants/expand the 
existing plant capacities. 

The present pricing policy of 
the Government is most iin- 
remunerativc to the industry 
which must be reviewed and 
remuneiative retention price 
must be fixed whiclu would 
boost up the production. 

Manufacture of slag and 
pozzolana cement should be 
encouraged. According to 
one estimate, the power plants 
and fertilizer plants annually 


produce 100 lakh tonnes of 
ash which go waste. Cementj 
with fly ash can be produce^ 
with much less capital invesw 
ment and requires less power,} 
fuel and limestone. | 

The capacity of existing pre+j 
heater kilns can be increasedj 
by incorporating latest techno^ 
logics like MFCs and othc^ 
balancing equipment. 

The existing wet procesi^ 
plants should be modernised 
to improve their operational 
cfliciency or wet kilns can be 
converted to dry kilns, where- 
ever economically viable, lead¬ 
ing to increase in production 
or reduction in fuel con¬ 
sumption. 

Soft Loan Facility 

The G >vcrnmcnt should 
allow soft loans through instl: 
lutional financing and also per¬ 
mit raising loans from IDA 
when resources in the countc} 
arc not sufficient. S‘ 

To keep pace with the late|< 
technology, purchase of 
reign know-how should 
permitted. Also import ^ 
such equipment should ^ 
allowed which are either 
available in the country qii 
where deliveries are undidij 
long. : 

Many factories arc losti|j| 
production, on an average || 
10,000—15,000 tonnes a moA^ 
for want of workable ordetl 
The Government must lo<^ 
into the practical problems am 
plan things, after solving 
problems. ' 
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KCP's expertise in turnkey projects is the result 
of long experience in the manufacture of cement 
and cement machinery. 
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Travails of the Cement Industry 

Duigtsh Miloo 

Managing Director, Mangalam Cement Ltd. 


ItiE Industry Ministry has 
constituted four intcr-Minis- 
||terja1 panels to go into the 
^various elements of the 
cement industry. These panels 
include manpower require¬ 
ments of the cement industry, 
Pozzolanu material in cement, 
cement machinery and the 
technology plan for this 
industry. We from the in¬ 
dustry most sincerely wish 
that yet another important 
panel had been constituted 
to realistically assess the 
SJ^claim of the industry for 
a retention price which can 
really yield 12 per cent post¬ 
tax return on investment. This 
decision was taken a couple 
of years ago when the capital 
cost in the industry was esti¬ 
mated at Rs 650 per tonne 
per annum capacity. Today 
it costs Rs 800 per tonne per 
annum and the 12 per cent 
post-tax return on invest¬ 
ment should in all fairness to 
the industry be calculated at 
Rs 800 per tonne per annum 
Incapacity capital cost. Besides 
Government has ignored its 
own committee’s recommen¬ 
dation of reviewing escalation 
in the cost of production 
every quarter. The yearly 
review often leaves the higher 
cost of many months produc¬ 
tion uncovered. Take for 
instanefe the last increase in 
the retention price of cement. 
In terms of the high level 
pricing committee’s recom- 
Wnendaticn as accepted by 
Government a price escalation 


of Rs 28.54 was called for to 
neutralise the increase in input 
cost till January 1980—Govern¬ 
ment however restricted the 
escalation to Rs 13.65 only. 

Belated Announcement 

It was announced belatedly 
on August 30, 1980 giving 
elfect to It from May 3, 1980. 
Since February, 1980 there 
have been further spurts in 
various cost items such as 
power tariffs, dearness allow¬ 
ance, cost of stores and 
spares etc. Government also 
announced sharp increase in 
the coal price from February, 
14, 1981. Coal freight has 
gone up substantially due to 
stepping up of transport classi¬ 
fication for coal by one slab 
from January 24, 1981 and 
the levy of the freight sur¬ 
charge of 15 per cent in the 
railway budget 1981-82. The 
cumulative incidence of this 
hike of input cost entitles the 
industry to a pfice escalation 
of Rs 22.25 per tonne. In¬ 
clusive of uncovered balance 
ofRs. 14.89 (28.54^13.65) the 
total escalation due Vo the 
industry comes to Rs 37.40 
per tonne. 

This policy of Too little 
and too late’ has imposed 
severe strains on the industry. 
In June, 1980 the industiy 
estimated that due to the 
delayed and inadequate price 
increases it had suffered a 
total loss of about Rs 74.77 
crores during the period of 
13 months from May, 1979 


to June, 1980. In the process 
the earlier pragmatic decision 
to grant thb industry 12 per 
cent post tax net return on 
net worth has been completely 
eroded and led the industry 
to sickness. This surely cannot 
be the objective of any price 
control system. Yet another 
inequity perpetuated is that 
the price structure is based 
upon the premise that the 
industry will achieve a mini¬ 
mum capacity utilisation of 
85 per cent. 

Unrealistic Assumption 

This assumption may not at 
all hold good- compared 
with just 73 per cent of capa¬ 
city utilisation in 1980. The 
factors responsible for such 
low production are all Govern¬ 
ment controlled. The Govern¬ 
ment has nationalised coal 
and oil, power and railways, 
which are all to a great extent 
instrumental to such poor per¬ 
formance of the industry. 
Every five per cent decrease 
in capacity utilisation means 
a loss of rupees five per tonne. 
On this account alone there 
is cost escalation of Rs 12.50 
per tonne in 1980 due to 
73 per cent capacity utilisa¬ 
tion compared to 85 per cent 
assumed for the retention price. 

One cannot understand 
w'hy Government feels shy of 
allowing reasonable selling 
prices to the industries where it 
exercises both price and distri¬ 
bution control. Does Govern¬ 
ment really believe that in¬ 


dustries can survive withcMB 
reasonable prices based 
efficient working? Does keeg 
ing the prices at unremunctli 
tive levels really help tif 
consumers or the so calkjii 
poorer section of the society 
Even if the factory selliA, 
prices are kept low do tit 
consumers get their suppUj 
at those prices? In any cai^ 
they have to pay much mor 
than what they would hav 
to pay if factory prices ar 
kept at reasonable prices am 
factories were to operate a 
maximum productivity. Majr 
units both in the public am 
private sectors are gettii, 
'sick* on account of this im 
prudent, unwise and short 
sighted policy. 

Penny Wise Pound Fooliali' 

As a result of the politj; 
to peg down the retenticu 
prices at artificially low levelt 
cement continues to be f) 
short supply and to meet Ijii 
growing demand, we are fouc 
ed to pay more than Rs 801 
per tonne to import cemeftll 
while the domestic maitui 
faclurers receive less thm 
Rs .300 per tonne. Similarly 
while the retention price o 
rr*' ent is fixed at about Rs 2( 

. bag, it is fetching a fa4 
tastic price of about Rs 
per bag in the black markjM 
Thus, the pricing policy ) 
benefiting neither the conSn 
mer, the Government nor tii 
industry. ‘ 

Wc wish that 
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Icing group on cement 
l^ituted by the Planning 
fission some time in May 
linear goes into the entire 

! t of the cement industry 
I view to facilitating the 
lb of this priority sector 
try to cojpe up with 
increasing demand of 
ttt. The most important 
in our opinion before 
^'working group should 
'po arrive at a realistically 
^sed retention price 
|ch can enable the industry 
^arn enough both to 
^mise the obsolete plants 
^^80 to save for expansion. 

this is done we arc 
lid the Planning Com¬ 
mon’s expectation of an 
^asc in the capacity of the 
aistrymay be otal'y belied. 
^ per the Cement Manu- 
jbirers Association, cement 


production in 1980 has been 
only 17.70 million tonnes com¬ 
pared to 18.26 million tonnes 
in 1979 and 19.56 million 
tonnes in 1978. The most 
distressing and alarming thing 
is that production is conti¬ 
nuously slipping despite the 
industry augmenting its pro¬ 
duction capacity. As a result 
the utilisation of capacity has 
been steadily going down from 
90.2 per cent in 1978 to 81.7 
per cent in 1979 and to less 
than 73 per cent in 1980. 

The setback in production 
during 1980 can be mainly 
attributed to erratic power 
supply and the short supply 
to coal by railways. If this 
shortage of power and coal 
had not been there, the country 
would have produced five mil¬ 
lion tonnes of additional 
cement and one can well 


realise and appreciate how^ 
much this additional produc¬ 
tion would have helped the 
country to tide over the cement 
shortage of about seven to 
eight million tonnes and to 
Save precious foreign ex¬ 
change of Rs 120 crorcs now 
spent on importing two mil¬ 
lion tonnes of cement. 

It remains an unfortunate 
fact that never before was the 
utilisation so low and the 
consumers clamoured so much 
for supplies. The black market 
premium soared as high as 
200 to 300 per cent giving 
rise to generation of black 
money in the hands of un¬ 
scrupulous middlemen. 

The pity is that the honest 
producers were denied the re¬ 
tention price as recommended 
by Government'^ own high 


Ce^tmt Sappiement 


level committee headed by 
Lavraj Kumar—It is clear¬ 
ly evident that the unrealistic 
and rigid price and distribution 
control cm the industry has 
done considerable damage to 
it. As per the report the high 
level committee on cement 
industry submitted to the 
Government in December, 1978 
a study of the profitability 
of 19 selected factories in, 
1977-78 indicater that only 
four made profits in excess 
of 10 per cent post-tax return 
on net worth. The profit of 
seven ranged from one to 
10 per cent and eight suffered 
losses. 

The cement industry is thus 
gradually going into the red 
and the two important forces 
working against its restoration 
to health—both of which are 
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entirely Government made- 
are : 

The prevailing unrealistic 
retention price and Govern¬ 
ment’s apathetic treatment to 
the industry’s jugt and viable 
claim for its revision; and 
second the most inadequate 
infrastructural facilities for the 
industry. From time to time 
we hear encouragingly from 
New Delhi but so far these 
utterances have remained in 
the realm of paper on which 
they are printed. Surely no 
amount of increase in the 
installed capacity would help 
raise production as long as 
required power and adequate 
coal is not made available to 
this socallcd priority sector 
industry. The transport bottle¬ 
neck is also to be eased for 
quick inward movement of 
coal and rapid outward move¬ 
ment of cement. 

Railway Transport 

Rail transport continues to 
be a major constraint on 
cement production as an ade¬ 
quate number of wagons for 
movement of coal to the 
cement industry is not avail¬ 
able, coal is not merely a 
means of steam generation for 
this industry but also a raw 
material used in the very pro¬ 
cess of cement manufacture. 

During 1980 the overall coal 
receipt by the cement industry 
was to the extent of only 
53 per cent of the linkage 
quota. The heavy shortfall in 
supplies has been mainly due 
to the Railway's inability to 
provide an adequate number of 
wagons for movement of coal. 
Consequently, coal stocks with 
many cement units continue 
to be low or critical and they 
have been facing temporary, 
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partial or complete closure 
of their factories for want of 
coal. To cite a recent instance, 
during the first 10 days of 
February, 1981 as many as 
19 cement factories had re¬ 
ported closure of kilns on 
critical coal stock position. 

A Way Out 

The Railway should there¬ 
fore direct their efforts to 
meet the existing quota of 
wagons for movement of coal 
to the industry and also to 
step up the same to enable 
the cement factories to move 
by rail at least 75 per cent of 
their production of cement. 
Perhaps Railways can explore 
the prospects and possibility 
of bulk consumers of coal 
owning their own wagons to 
tide over this problem. 

The bottleneck in rail trans¬ 
port has also affected the dis¬ 
tribution of cement. The 
cement industry has thus to 
look to road transport. Ten 
years ago the price of crude 
oil was less than S 2 a 
barrel in the Middle East. 
It may go up approximately 
to US S 50 a barrel now. 
With such a steep rise and 
scarce availability of diesel 
even this option may be 
denied to the industry. 

Power failures have be¬ 
come the order of the day. 
Power cuts and trippings in 
Haryana, Karnataka, Andhra 
Pradesh, Madhya Pradesh, 
UP, Tamil Nadu, Rajasthan, 
Maharashtra, Gujarat, Bihar, 
W. Bengal and Assam have led 
to severe fall in the production 
of this basic input. True the 
Government has granted 
priority status to the cement 
industry but in effect there 
is no relief by way of any 


preferential treatment as far 
as power and coal supply is 
concerned. For Railways also 
it docs not seem to enjoy 
any priority status. 

The panel on manpower 
may not have much to con¬ 
tribute as automatically with 
the growth in the industry and 
demand for the supervisory 
skilled and semi-skilled per¬ 
sons the requirement is met 
from within the industry as 
more people are atlacled to 
such location. Surely the 
second panel on the use of 
the pozziiIonic material in 
cement will be able to contri¬ 
bute significantly as on date 
lot of such material is used 

in the manufacture of poz- 

zolana which may not pass 
the test of any standard poz- 
zoianic material. I am sure 

■ . — ■ .. . . . .— 
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this jMinel will be 
cemtribute to the 
development of stand 
zolanic cement in the' 

The third panel on f 
cement machinery maiiw 
lure can also contribtt^ 
lot as the industry is 
forward to larger size of ^ 
say of one to 1.2 millioiitii 
nes per annum capacity:;^ 
would indeed be unfortt^ 
if indigenous cement him 
nery manufacturing capS 
is kept idle and plants | 
imported from abroad. ^ 
would directly mean thg| 
are creating imcmploymet^ 
the country and creatinjg 1 
ployment in other coiw 
from where we woulcf! 
importing such plants. •; 

The cement machii 
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pufacturers, however, 
Mild be geared to keep to the 
hedule of delivery. A 
jliistic assessment by the 
jidel of thecapacity of 
I cement machinery 
pufacturers to cater for 
industry's demand for 
^er capacity units would 
‘^good. The fourth panel 
the technology plan also 
most welcome as with 
imging technology in the 
^Id such a panel can con¬ 
fute meaningfully to the 
velopment and growth of 
e industry in the country, 
lis panel can piirticularly 
{useful for evolving techno- 
for higher capticity plants 
ufactured in the country 
^uding the latest technology 
: precalcination. We wish 
je panel can be constituted 
study the infrastructural 


problems faced by the industry. 
This panel in my opinion 
should study the acute prob¬ 
lems faced by the industry 
in power supply and coal 
supply. 

To sum up I can say that 
unless Government functions 
promptly and efficiently and 
provides the basic infrastruc¬ 
tural facilities and grants a 
realistic retention price con¬ 
sidering the steep escalation 
in the cost of such basic in¬ 
puts as coal, steel, and power 
the expension planned in the 
industry will never materialise 
and we will be facing shortage 
of cement for all time. 
1 would like to emphasise 
once again that the Cabinel- 
Sub-Committee and thet ask 
Force for this Industry engage 
themselves in the construc¬ 
tive task of doing away with 


rigid regimentation and pro¬ 
lific formalities in clearing ex¬ 
pansion and setting up of 
fresh additional capacity in 
the industry. Surely our 
country cannot afford to con¬ 
tinue importing cement at such 
exorbitant cost. The Govern¬ 
ment has often emphasised 
on the need for greater pro¬ 
duction and the utterances to 
be real and meaningful have 
to be translated into action. 
Even now Government lakes 
considerable time to issue 
letters of intent to willing 
entrepreneurs and the gesta¬ 
tion period thus is extended 
thereby unnecessarily escalat¬ 
ing the capital cost. 

Undoubtedly the solution 
to the problem of recurring 
cement shortage is more pro¬ 
duction but unless Govern¬ 
ment grants a retention price 


which can have some surplus 
with the industry neither'^ex¬ 
pansion nor modernisation 
of existing units for setting up 
of fresh capacity can be possi¬ 
ble. The private sector as we 
have seen has been able to 
deliver the goods against all 
odds. We wish to assure the 
Government that we in the 
private sector are prepared 
to come up to Government’s 
expectation in increasing pro¬ 
duction in this priority sector 
industry. 

It is to be hoped that the 
pragmatic policies now being 
adopted by our Government 
will result in an overall im¬ 
provement in the adverse eco¬ 
nomic environment which 
mainly arose out of infrastruc¬ 
tural deficiencies and high 
rate of inflation. 
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CRI in the Service of Cement 

Dr S. K. Chopra 

Director-General (Acting), Cement Research Institute of India 


The activities of Cement 
Research Institute of India 
K?R1) — encompassing the 
iHpeds of cement manufacturers, 
of cement machinery manu¬ 
facturers, of those engaged in 
packaging, sales and distri¬ 
bution and hnaHy of all those 
concerned with and engaged 
in the utilization of cement— 
have received great impetus 
from the advice of Committee 
of Direction for Cement Rc- 
searbh, the apex national body 
for research and development 
^or the entire cement and 
Allied industries. 


Since its establishment, 
CRI’s main preoccupation has 
been identification of present 
and future technological needs 
of the industry; planning and 
programming the priorities; 
securing the best possible and 
most uptodatc and progres¬ 
sive R&D management; gene¬ 
rating technology and techno¬ 
logical talents for the industry; 
carrying on pragmatic R&D 
work through its own infra- 
listructure and finally ensuring 
^ full and proper transfer of 
\ technology to the country’s 
' industrial stream. 


Delhi; the other at Delhi and 
the third at Muduvathur 
(Tamil Nadu). The institute 
has at its disposal some of 
the most powerful tools of 
research, such as electron 
microscope, infrared spectro¬ 
photometer, atomic absorption 
spectrophotometer. X-ray, fluo¬ 
rescence spectrometer, X-ray 
diffractometer, electron probe 
micro analyser, hot stage 
microscope, DTA-CUM-TGA 
equipment, laboratory equip¬ 
ment and a 2.5 tpd capacity 
pilot plant facilities for R &D 
work on various aspects of 
cement manufacture, equip¬ 
ment for non-destructive test¬ 
ing, test cylinder plant with 
pulsator, electrical, mechani¬ 
cal and acoustic strain gauges 
with data acquisition system 
and photoelastic apparatus for 
two and three dimensional 
studies. Meriting special men¬ 
tion in this regard are the 
multipurpose test rig and the 
controlled test rooms to simu¬ 
late atmospheric conditions 
prevailing in any part of the 
world. 

Infrastructure 


CRI has now an infrastruc¬ 
ture comprising highly com¬ 
petent scientific personnel, the 
necessary tools of research in¬ 
cluding many modern and 
sophisticated equipment and 
a modem professional mana- 
^ gement system to integrate 
j them, covering three units— 
^le at Ballabgarh, Haryana, 
^ a distance of 30 km from 


With the infrastructural faci¬ 
lities briefly mentioned above, 
the Institute is capable of 
efficiently dealing with most 
aspects of materials science, 
design and technology rele¬ 
vant to cement, cement 
machinery, concrete and 
construction industries. All 
these infrastructural resources 
of the Institute arc being made 


use of for pursuing various 
R &D projects and rendering 
technological transfer services 
to the industry in the shape 
of projects categorised as : 

Prof^rammed Projects : For¬ 
mulated with the broad frame¬ 
work of CRFs R &D ob¬ 
jectives, intended to serve the 
needs of the nation in general 
and cement and allied in¬ 
dustries in particular; and 

Sponsored Projects : Arising 
out of the specific and speciali¬ 
sed requirements of particular 
units of cement and allied 
industries and also others who 
need such advice and con¬ 
sultation. 

R &D Transfer 

In its endeavours towards 
technological development in 
the cement, cement machinery 
and allied industries, CRI has 
been pursuing numerous acti¬ 
vities. As a matter of fact, 
CRI has broken new ground 
in technology generation and 
transfer of its R&D to the 
industry especially during the 
last two/threc years. The 
institute has, to its credit, 
the completion of as many 
as 187 projects, out of which 
111 have been undertaken at 
the requests of various clients 
for fulfilling some immediate 
identifiable needs—ther results 
of which arc required for com¬ 
mercial exploitation and in 
most cases utilised. 

The institute has, by way 
of completing these projects. 


contributed towards 
development of technologtf^ 
designs and knowhow fd 
several products and processe 
for the cement machiner; 
manufacturing industry as wd 
as cement manufacturing 
other allied industries. 

Major Contributions 

The major contibutions p 
the CRI are as follows: 

CRI has designed a totall; 
indigenous coal-fired precal 
cinator for enhanced cemen 
production, enhanced life o 
refractory lining and reduce^ 
fuel consumption. The €%!* 
designed precalcinator has beet 
installed at Mysore Cement 
Ltd and is in operation fo 
more than one year now ant 
has given 30 per cent increap 
in the output. 

The same plant has askei 
CRI for installation of simila 
prccalcinators on its remain 
ing three kilns. 

The institute has developei 
the Vertical Shaft Kiln techno 
logy for mini cement plants 
In fact it is running a 20 tpi 
capacity mini cement plant a 
Muduvathur (Tamil Nad^O 
Incidentally this plant forni 
the third unit of the institute 

The institute has complete!^ 
a number of feasibility studi^' 
and detailed project reporf 
for setting up mini cemed 
plants—five projects for 
establishment of mini cemen 
plants in the States p 
Karnataka, Bihar. Gujari^ 
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and Aruaachal Pradesh are at 
differciit stages of Implemen¬ 
tation. 

CRl designed and developed 
optimum heavy cee jute bags 
with desired performance but 
much lower seepage loss, at 
a slightly higher marginal cost 
are now under large-scale 
plant trials. 

designed and 
developed an incinerator for 
producing reactive ash for 
production of Rice Husk Ash 
Masonry (RHAM) cement— 
two production-cum-demons- 
tration units, one at Gangoh, 
Dist Saharanpur, UP, and the 
other at Nilokhcri, DistKarnal, 
Haryana, have already been 
set up and three other units— 
one each in Karnataka, Pun- 
t:” and Andhra Pradesh, have 
also been planned. 

^ All this and more has been 
'achieved during a short span 
of 6-8 years after the building 
of laboratory complex at 
Ballabgarh. The Institute’s 
achievements, capabilities and 
potentials have been well re¬ 
cognised both in India and 
abroad and the Institute has 
been able to carve out a 
distinctive position for itself 
in the community of other 
national and central labora- 
l^ries of much earlier existence. 

With a view to directing 
specific project efforts towards 
serving the cement, cement 
machinery and allied industries, 
the institute has identified 
14 set missions under its cur¬ 
rent research programme which 
act as guidelines for genera¬ 
tion of new project ideas and 
the directions in which speci¬ 
fic time and cost targeted 
projects formulated therefrom 
Ihould be pursued. Keeping 
m view the continued shortage 


of cement and the demand 
growing at a faster rate, more 
than 151 research problems 
have been identified under 
these Set Missions. However, 
in the context of the present- 
day needs of the cement in¬ 
dustry and the stipulated rate 
of growth, some of the areas 
requiring higher priority in¬ 
clude; 

—Providing data on raw 
materials and fuel for pro¬ 
duction planning; 

—utilization of low-grade 
and newer raw materials; 

- rational utilization of 
raw materials and fuel for 
manufacture of cement; 

--cost reduction in cement 
manufacture including those 
in new projects; 

-increasing production of 
cement and other binding 
materials 

- -energy conservation and use 
of alternative forms of energy; 

—optimizing and standardi¬ 
zation and quality control in 
utilisation of cement; 

—development of new, 
special or substitute binding 
materials; 

—utiliziition of industrial 
and agricultural wastes and 
measures to prevent ecological 
and environmental pollutioji 
and safety in operation. 

Besides undertaking investi¬ 
gations on various scientific 
and technological problems 
being faced by the cement and 
allied industries on sponsor¬ 
ship basis, other transfer 
services by CRI to the cement 
and allied industries in the 
form of projects include : 
productivity enhancement pro¬ 
gramme; technological talent 
development programme; test¬ 
ing services; cement and con¬ 


crete standard reference ser¬ 
vice; and central industrial 
information services. 

The object of these services 
is essentially to transfer some 
new element of science and 
technology through CRTs 
actual involvement. In addi¬ 
tion to these projectised ser¬ 
vices, the Institute also runs 
an independent test house for 
providing testing and evalua¬ 
tion services to cement and 
allied industries. 

There is yet another mecha¬ 
nism—the Cement Research 
Scheme—which is intended to 
provide assistance to various 
individual experts or agencies 
with a view to making best 
use of all the talent and com¬ 
petencies available in the coun¬ 
try for the benefit of cement 
and allied industries under the 
guidance of the Committee of 


Direction for Cement Reseam 
with the Secretary, MinistiyM 
Industry, Government of Xon 
as Chairman. Cement m 
search has received a gTM 
boost from the dynamic am 
pragmatic direction of 
apex national committee, rtt 
suiting in several technologi^ 
advances of far-reaching iittil 
portance to the cement 
dustry us well as to the coiJU^ 
try. , I 

Backed by experience M 
projects of varying magnituA 
executed skillfully and dill 
gently, CRI today is inde^ 
well-poised to tackle the mult| 
lateral needs of the indust^ 
for today and tomorrow ani 
render as total a technologic^ 
support to it as possible, ^ 
essential for the growth 
progress of the industry al 
well as for the country. ■( 
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Reagan on the Defensive 


V. Balasubramanian 


|te^EEN February 18, when he chal- 
l^ed the Democrats to show up with 
I credible alternative to his economic 
It^overy programme and April 28, when 
':p\ pleaded with conservatives in the 
Ipposition for their support for his 
Reposals, while appealing to the less 
|iithful m his own ranks for their 
^egiance, addressing on both occasions 
Ihe two houses of Congress in joint ses- 
lon, President Reagan was clearly seen 
have swung from the offensive to the 
|efensive. This change in the fortunes 
jtf his economic package is all the more 
^riking because there are few in this 
l&untry who would question the reality 
jjk the amazing success he has had in 
Vtlding a vast constituency in this land 
JpT cutting the size of the Federal Govern- 
|tent and its spending by slashing prog- 
liunmes outside the defence budget and 
^iMucing the rates of income tax across- 
l^-board. 

Fi«rc» Battles 

Much has been said in praise of the 
,Murage and conviction of his commit¬ 
ment to his economic programme which 
*4td prompted this elderly man, still 
l^valescing from the physical and 
|inotjonal hurt caused by the attempt on 
life, to resume so soon the exacting 
of master-campaigner for his eco- 
llimnic strategy. He deserves, of course, 
SI the tribute that is thus coming his 
mty. But the fact remains that, in spite 
If the regal style in which he has pleaded 
I people’s mandate, his administration is 
^^ving to fight fierce battles in Congress 
saving the hard core of his prog- 
llinnie which is the across-the-board tax 
jf^t of 30 per cent to be spread over three 
^ars in equal annual instalments. 

I Ironically, the very tactics he has chosen 
j’pr selling his programme seem to be 
^ ^Sponsible for his current problems, 
set out with the slogan that the Federal 


deficits which had gone out of control 
were the underlying cause of inflation. 
He argued that, unless the budget was 
balanced within the next few years, 
savings would not go up, industrial 
capital would not be encouraged, invest¬ 
ment in technology wouM not pick up, 
productivity would not improve, more 
jobs could not be created and, in short, 
there could be no escape for the economy 


Small Talk from 
Washington 


from its dead-end experience cf rising 
prices, rising interest rates and rising 
unemployment. Mr Reagan has been so 
successful in dragging into the living 
rcoms of American homes the oppressive 
and almost physical presence of the 
“spending juggernaut” of the Federal 
Government which he has been so vividly 
castigating that the Democrats have 
merely had to come up with their own 
set of economic and budget statistics for 
arguing that the Reagan economic 
package has not in fact excluded the 
propsects of continuing budget deficits, 
which could even be getting bigger and 
bigger. Their counter-strategy has been 
highly productive and conservative Re¬ 
publicans have begun to wonder or 
worry about the President wanting to 
cut taxes so sharply for three successive 
years when there could be reasonable 
doubt that the economic boom which 
he forecasts as the fruit of his recovery 
programme will arrive soon enough or, 
be substantial enough to help balance the 
budget in three years. 

It is possible that had Mr Reagan as¬ 
similated better the supply-side economics 
of his advisers he would have been spared 
some of his current difficulties. They 
do not see the early balancing of the 


budget as the key clement of the recovery 
programme or the main means of counter¬ 
ing inflation. If they demand that 
Government spending be reduced it is 
primarily because they see this as the . 
most direct and effective way of reducing 
the role of Government in the economy, 
providing regulatory relief to business 
and getting the bureaucracy off the back 
of the people. Their concerns are for 
greater freedom for the market economy 
and improved availability of national 
resources for investment in technology, 
productivity and the generation of 
employment opportunities. They there¬ 
fore emphasise the tax cut programme 
as the supreme imperative for the 
President’s recovery strategy, not the ^ 
balancing of the budget. While they 
are all for bringing run-away deficit 
spending under control as early as 
possible they do not go along with the 
President's reading that balancing the 
budget has over-riding urgency for 
dampening inflation. 

Litmus Test 

The supply-sider’s intervention in the 
debate however has not come in time to 
prevent the Democrats from seizing the 
initiative in subjecting the President’s 
recovery package to his own litmus-test 
of how soon it would lead to a balanced 
budget. Here Reagan is at a tactical 
disadvantage because after claiming that 
his spending cuts would help balance the 
budget by fiscal 1983, he subsequently 
indicated that his programme would 
need one more year to achieve that result. 
The Democrats are now telling him that 
they have a plan for helping him meet 
the earlier deadline. They are making 
conservative Republicans uneasy by pro¬ 
posing deeper spending cuts than the 
President has come up with and at the 
same time are arguing that, until in- * 
fJation rates and interest rates actually 
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End of the German Miracle ? j 

The recent performance of the Deutschemark reflects in part the onset of more; 1 
fundamental factors which are likely to make it much harder for West Germany to I 
sustain her remarkable economic prof^ress. ! 

The post-war decades witnessed a dynamic rebuiding and later economic ex- J 
pension of West Germany, widely hailed as the ^German miracle\ This era has now ; 
passed and Germany, burdened by vastly enlarged international responsibilities^ . ‘ 
finds herself on the threshold of a new phase in her development with the emphasis \ 

on defending her economic, social and political achievements, ' 

• ' ^ 

West Germany s dependence on the world economy emerges from « glance at j 
her foreign trade and capital trunsetions. In 1979,/f//* instance, German exports 
and imports amounted to 27.4 per cent and 26.5 per cent of her Gross National Pro^ 
duct. During 1975-79 Germany's direct investment abroad of DM 31.8 billions 
fell little short of her current account surplus of DM 34.4 billions. 

! A dramatic change came in 1979 when the current account surplus turned into 
a deficit, leading to a rapid fall in the rate at'appreciation o*' the currency during 
1980, with the Deutschemark trailing at the 'floor' of the EMS currency band, 
while Germany's foreign curnney reserves fell from S52.5 bi/liotvi in the last 
quarter of 1979 to $49.2 billions in the third quarter of 1980. 

Jlie reasons for the volte-face of the Deutschemark can be divided into external 
and structural, hi the first category the main factors are interest rates, oil prices 
and the recent hehavi our of foreign demand. The relative impact of interest rates 
may he glimpsed from the following comparison of both level and movements of 
central discount rates in West Germany, the United States and the Britain bet¬ 
ween the last quarter of 1979 and September 1980. During this period German 
rates changed from 6 to 1.5 per cent, VS rates from 14 to 11.2 per cent and UK 
rates from 17 to 16 per cent. 

West Germany's five leading economic institutes are predicting that 1981 will < 
he worse than anticipated late lust year - with GNP dropping \ .5 per cent {against 
earlier predictions of one per cent or less), inflation averaging five per cent (about 
( four per cent), and unemployment at more than 1.2 million or around five per 
cent. Four of the prestigious institutes criticize the Bundesbank's policy of tight 
money and high interest. They acknowledge that the policy is attracting foreign 
capital, thereby helping to finance the current-account deficit (DM 28 billion last 
I year: projected at DM 30 billion— S14 billion in 1981). But they insist that the , 

I Bundesbank's policy is thwarting chances for growth: "High intere.st rales, more 
^ than anything else, dcpre.ss investment, squeeze employment, and tend to reduce 
income and private consumption", an IFO Institute spokesman said. ' - 


have started coming down, it would 
be imprudent to commit the Government 
kn advance to a three-year programme 
of sharp reductions in taxes. Their alter¬ 
native to the President’s economic pack¬ 
age is essentially a more modest cut 
in the rate of taxes for one fiscal year in 
the first instance, with more thought 
being given to the claims of the middle- 
income taxpayers for relief and the needs 
of the economy for incentives for saving 
and industrial capital. 

The President has rejected this approach 
csolutely, holding that an assurance 
of steady and substantial reduction 
in tax rates for three .successive years 
alone would trigger a boom in savings 
and investment. Thus two differing views 
of the basics of the free enterprise system, 
its needs and the way it may be expected 
to function are now clashing at the 
centre of American politics. 

Allergy to Aid 

Congressmen are finding it only too 
^easy to agree on a matter like foreign 
aid. In the view of most of them the 
less there is of it the more they would 
be able to tolerate what there is of it. 
Democrats as well as Republicans share 
an allergy to US contributions to multi¬ 
lateral development institutions in parti¬ 
cular. Especially after the advent of the 
present administration. Congressmen 
have been increasingly articulate about 
American taxpayers’ money being given 
away to these institutions to bolster 
socialist economies in the third world 
or providing aid and comfort to countries 
which do not share the security-related 
^concerns of the United States in world 
affairs. They arc being regularly assured 
by administration officials that it is 
reviewing the Government’s role in multi¬ 
lateral development institutions. While 
its basic thinking is in favour of 
American financing being reduced, it 
is also keen on ensuring that it has an 
effective say in the functioning and the 
lending policies of these agencies. 

For the outgoing President of the 
World Bank, Mr Robert McNamara, 
the newspapers these days cannot therc- 
ftfore be providing cheering reading at 
breakfast. The latest annual report of 
^he Bank on the economic situation in 


India may however be of some comfort 
to him. He has always been keenly 
interested in the social engineering 
which he has encouraged the Bank to 
assist with its loans to India. The report 
meant for restricted circulation for the 
purposes of the Aid Consortium which 
would be meeting next month to discuss 
further development assistance to India, 
finds more to commend than criticize 
in Indian economic trends. It welcomes 
the recent policy thrusts of the Govern¬ 
ment of India and the cxpiinsionary 
and open response to the situation of 


scarcity which has characterised 
management of the economy within tlii 
framework of the Sixth Plan. i„ 

The progress towards self-reliance 
foodgrains has been noted as havi|i| 
imparted to the Indian economy a nt$ 
dimension of flexibility. However 
tinuing improvement in the efficiency 
irrigation and other input systems 
considered necessary as also adherence 
to price incentives. Oilseeds need to 
be attended to since increased domestk 
output could save foreign exchange oq 
imports. The sugar economy has to ht 
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But on an even keel since its export 
fiotential is relevant to the resources 
l^ituation. 

1 Policy changes have ameliorated rest- 
.jrictions accumulated under industrial 
i:egulation on laws and rules, but the 
ftasic features of control still remain in 
1 jarce and the fundamental conditions of 
I >hdustrial investment or production have 
I herefore not been altered. The report 
t jfonscquently considers it important and 
; lelpful that the Government itself be- 
I ieves that further changes in the dircc- 
;iion of liberalisation arc possible. 


Controlled Optimism 

Examining the prospects for key in- 
jiustries the report doubts that power 
^neration or coal or steel supplies would 
j;atch up with national requirements 
?fWr the period of the Sixth Plan. It 
^4lso expects the shortfall in the domestic 
jivailability of fertilizers to continue, 
jibout supply-demand balance in cement 
is far more hopeful. Its assessment 
X the outlook for the oil economy 
breathes controlled optimism. India, 
It says, could avoid aggravated depen- 
llcncc on imports provided the production 
^f crude off the west coast comes to be 
tx line with expectations. 
iThc persistence of resource constraints 
H recognised as a fact of Indian eco- 
},omic life. However, the report looks 
askance at the Government's intention 
^f raising additional resources from 
Ugher taxes since its view is that both 
Iverage and marginal tax rates arc al- 
|dy quite high for a country of low 
:>mcs. The report suggests that pres- 
on the Government budget could 
eased to some extent by the public 
ctor a.ssuming more responsibility for 
crating its own finance both by im- 
>ving efficiency and by raising rates 
nd tariffs. 

I The report states that it would be 
>|;oper for India to expect foreign aid 
borrowing to continue to play a 
Alicia] role in the effort to manage the 
^Wce resource position. Development 
iftistance on concessional tenns helps 
’l^uce the future debt service burden 
1 also allows more borrowing on com- 
cial terms. The report is enthusiastic 
at the Government’s intention to 



resort to active borrowing abroad on 
commercial terms. It sees this move 
as a natural development in terms of 
the international commimity's recogni¬ 
tion of India’s enhanced creditworthiness 
and the liberal trends in its strategies for 
economic growth. The Indian economy, 
it is pointed out, is in a much better 
position to cope than it was in the more 
difficult mid-Seventies. A stronger agri¬ 
cultural sector, a larger and more diversi¬ 
fied industrial base and the growth in 
saving and investment rates over a decade 
are listed among its current assets. The 
report believes that India could build 
on them by pushing on with liberal trade 
policies geared to the creation of export 
capacities and the strengthening of ex¬ 
port surpluses in agriculture as well as 
industry. 

It is possible that not too many Cong¬ 
ressmen, even among those who seem 
to take an interest in the multilateral 
development institutions or their activi¬ 
ties, may have a habit of reading their 
reports. This is unfortunate for if they 
do study them they may learn that there 
are assisted countries—and India is one 
of them- which have been using develop¬ 
ment assistance in ways not always 
related to feather-bedding socialist 
broods. 


Industrial Robot 
in Japan 


In Japan the newly coinc dwords “steel 
collar” have recently come into use. 
As opposed to the words “white collar” 
and “blue collar”, the newfangled one 
refers to a robot which is employed in 
the factory. 

Ten years have come and gone since 
the US-made industrial robot was 
introduced to Japan for the first time. 
Since then, industrial robots have been 
finding increasing use in various industrial 
applications. Especially in the last year 
or two, the industrial robot market’s 
expansion has been near to explosive 
proportions. 

Industrial robot technology was origi¬ 


nally developed in the US; however, 
in the last 10 years it has been refined 
and improved to such an extent by the 
Japanese that Japan is now the largest 
producer of industrial robots In the 
whole world. Further, Japan also leads 
all industrial nations in the development 
of new industrial robot technology. 

Thus, a look at how many industrial 
robots are produced in Japan, how they 
are used, and who produces them, seems 
to be in order. 

In 1967, US industrial robot techno¬ 
logy was introduced to Japan, and the 
next year, the Japanese-made industrial 
robot put forth its bud. In 1979, 
Japanese production of industrial robots 
was 14,500 units and 42.4 billion yen 
in value. Total production for the 1968- 
79 period was 56,800 units. The figure 
for 1980 is not yet known, but a safe 
estimate would be about 20,000 units 
and more than 60 billion yen in value. 

The Growth Phase 

In Japan, the industrial robot produc¬ 
tion has encountered two recessions: the 
first recession came in 1971 and the 
second, in 1975. Since 1976, however, 
the industrial robot industry has been 
making remarkable progress and ex¬ 
pansion from year to year. At present 
the Japanese industrial robot industry 
can be considered to have entered an 
era of vigorous growth. 

When the growth of this industry is 
compared between 5-year intervals, it 
can be readily known that the Japanese 
industrial robot market has undergone 
a complete change since 1975: Japanese 
production of industrial robots grew at 
an annual rate of 16.8 per cent from 
1970 to 1975, whereas it registered a 
whopping annual growth rate of 40.1 
per cent in the next five-year period of 
1975 to 1980. 

What are then the main demand areas 
for industrial robots in Japan? 

In 1979, the automobile industry 
accounted for 38 per cent of the in¬ 
dustrial robot demand in Japan; electric 
machinery, 18 percent; plastic moulding, 
11 per cent; metal product manufacture, ^ 
eight per cent; iron and steel, four per 
cent; precision machinery, metal form- 
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three per cent each; 
and exports, two per cent. 

t In Japan, automobiles and electric 
machinery account for more than 50 
per cent of the total industrial robot 
demand. The high demand for industrial 
robots, in these two industries, can be 
accounted for by the fact that the robots 
lend themselves to moderate the job 
lot production of different types of 
products. 

The uses of industrial robots are 
l^roughly divisible into five categories 
according to the production process: 
(I) pressing, (2) machining, (3) welding, 
(4) painting, and (5) assembly. Press 
work is very dangerous, therefore, materi¬ 
al is fed and removed by robots. In 
machining, industrial robots are emp¬ 
loyed in conjunction with numerically- 
controlled machine tools. 

Industrial Applications 

r The industrial robot, employed in 
welding, holds a welding gun in one 
hand and makes rapid, high-precision 
welds. When mounting parts to the car 
body, an industrial robot makes 3,000 
to 4,000 spot weldings per car. 

The painting robot also holds a gun 
in one hand and moves it fast when 
applying paint. The painting robot 
offers the defuiilc advantage of making 
uniform coatings. In the automobile 
industry, such robot painting has already 
been in commercial operation. 

The assembly robot can see and feel 
with the aid of a TV camera, ultrasonic 
'waves and laser. He recognises the 
shape and position of parts to be as¬ 
sembled and/or makes any assembly 
as directed. 

In Japan, industrial robots arc pro¬ 
duced by about 130 firms. By capital, 
industrial robot manufacturers, with a 
capital of 100 million yen or less, make 
up 41.4 per cent of the total Japanese 
production of industrial robots and 
manufactures, with a capital of three 
billion yen or more about 35,3 per cent. 
NBy the number of employees, companies 
employing 500 workers or less account 


tot 46.6 per cent of all industrial rdbots 
produced in Japan and those employing 
5,000 workers or more, 23.3 per cent. 


Renault and Energy 
Savings 


Renault’s engineers and technicians 
have gradually reduced the gasoline con¬ 
sumed by models in the line. The models 
for the 1980 decade, introduced in July 
1979, marked a very large step in this 
field. The most significant advances were 
made on the Renault 5 which has 
become, in fact, the most economical 
car in all categories. This leader’s posi¬ 
tion extends to all European cars, im¬ 
ports included. It is also likely that 
the Renault 5 holds, or comes very 
close Ic holding, the world’s record. 

On the TL version of the Renault 5, 
savings of 20 per cent at 90 km/hr, 21 
per cent at 120 km/hr and 30 per cent 
in city driving (nearly equal perfor¬ 
mance was recorded by the five GTL, 
with a 28 per cent gain) were registered. 
These results arc even more significant in 
that they were obtained on the Renault 5, 
an automobile now produced at the 
rate of nearly 3,000 cars per day with 
undeniable success. For several years 
now, the Renault 5 has been the largest 
selling car on the French market. 

But the Renault 5 is not an isolated 
case. The Renault line is rich, with 
several models which are most econo¬ 
mical in their respective categories. In 
1979, the average consumption of Renault 
models was already at 8.15 litres, while 
average consumption of European com¬ 
petitors was 8.85 litres and the goal set 
by American automakers for 1985 was 
at an overall average of 8.55 litres. 

In the future, Renault will continue to 
reduce consumption to keep its lead in 
this field, for the customer is becoming 
increasingly aware. The company has 
also recently committed itself to reduce 
new model consumption by 10 per cent 
between now and 1985: this should 
reduce average consumption by all 
models to less than 7.5 litres. Renault 


has also signed a huve 
with the French Government 
Savings Agency to design and buildj 
prototype with gas consumption ^t tt||i 
25 per cent lower than that of an eqtilM 
lent vehicle at present. This prototOT 
known as EVE, should enable 
to have a line in the 1990’s which tip 
consume 30 per cent less gasoline 
the same performance as at present^ 

In a country such as France, the autfi 
mobile’s share of total oil consumf^tii^ 
is barely 17 per cent. All new ener| 
sources arc certainly worthwhile 
Renault follows their evolution velr 
closely (hydrogen, methanol), but it i 
also possible to make substantial savip 
with traditional fuels. There arc variou 
ways to proceed: > 

— With the engine-drive assembly 
Renault plans to obtain constant ytel 
from the engine and also make it 
at optimum level. Appreciable result 
(on the order of 10 per cent consumf 
tion savings) have already been obtainc 
by reducing mechanical power losse 
due to friction and through added engin 
power. In addition, the turbinc-compret 
sor, which has already been tested q 
the Renault 5, enables recovery of a pai 
of the power lost to exhaust. 

“ With the transmission; one of th 
means of reducing consumption lies i 
adapting a long transmission to a larg 
engine. The process has especially bee, 
adapted to the Renault 5 GTL, wl< 
good results. 

- Besides mechanical improvement 

Renault can work on aerodynamics % 
improving the air penetration coefficidD 
CX. * 

- Lightening the vehicle is an 
portanl factor, especially in city trafr|i 
Weight can be reduced by using 
alloys of aluminium or plastics, evi 
though the latter are petroleum derivi 
tives and may become more expensivi 

Great progress can be made throu|| 
electronic driving aids which can mal 
calculation and choices unavailable I 
man in the matter of seconds. ^ 
several years now, Renault has alresi 
worked out concrete electronic sohittcl 
such as automatic gear boxes. Todit 
it is directing its efforts towards overt 
control and stability of consumption 


warns woasoMBtt 


1229 


MAY 1$, 1911 



nnt of Vieui 


DRI Scheme Needs a Second Look 


B. Yerram Raju 


Tha Diffarantlal Rata of Intarast Schama is maant for tha waakast of 
tha waakar sactlons of Sociaty. It has racantly baan axtandad to 
tha ragional rural banks. Tha National Instituta of Bank Iflanagamant 
has baan askad to taka up an evaluation study of tha schema. This 
article Intends to examine tha sagacity of its extension to tha 
regional rural banks (RRB). Tha author is incharga of tha State 
Bank of India's lead bank schema for tha Talangana Region of 
Andhra Pradesh. Tha views expressed by him are his own and not 
necessarily those of tha institution with which ha is associated. 


Reservh Brnik of Jndiw appointed 
i committee under the Chairmanship 
iff Dr R.K. Hazjiri, former Deputy 
^vernor, to determine the criteria for 
dentifying borrowers within each sector 
a selected income groups who could 
la granted the benefit of lower interest 
Igtes without affecting the prohtability 
banking institutions. The committee, 
^ich submitted its report in May, 1971, 
several notes of dissent, notable 
'biong them coming from Dr Ashok 
fetra. Overriding all the voices of dis- 
because of the heavy political over- 
Snes attached to the scheme, the Govern- 
jent gave its assent for its implcmenta- 
W in the State Bank Group and the 
'ationaiised banks. It is surprising that 
\ a country where 258 million people 
•Ve reported to be living below the 
^vcrly-line and of whom 68 per cent 
^ relying on private money-lenders 
Vjfxng usurious rates of interest, a scheme 
|!|^esigned to benefit a negligibly low 
Iwiber of people whose annual income 
^yels are difficult to be established, 
t yp ing as it does from the Government 
% India, the commercial h*nnks had no 
^ion but to implement the scheme. 

lUthough the Working Group had 
^Commended a differential rate of interest 
hging from 8-1/2 to 10 per cent per 
mum when the Bank Rate was six 
.if cent and normal lending rate ranged 
11 to 12 per cent, the Government 
I India decided that the preferred catc¬ 
hy of weaker sections should receive 

r t at a low rate of four per cent (two 
cent below the then Bank Rate), 
initially laid down criteria were rc- 
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vised in March, 1973. The main features 
of the revised scheme are: 

(i) The income limit for eligibility in 
rural areas is Rs 2,0C0 per annum per 
family and Rs 3,000 in urban areas. 

(ii) The land holding criterion of one 
acre wet and 2.5 acres dry land was 
retained. 

(iii) The scheme was made applicable 
to all areas whether SFDA is operating 
there or not. 

(iv) The ceiling of loans for working 
capital and term loans per borrower 
were revised from Rs 500 to Rs 1,500 and 
from Rs 2,500 to Rs 5,000, respectively. 

(v) The income criterion is not appli¬ 
cable for the physically handicapped, the 
scheduled castes and tribes and orphans. 

(vi) Each nationalised bank was a.sked 
to lend 1/2 per cent of the previous year's 
lendings (in terms of total outstanding 
advances) to this section. This was raised 
to one per cent in 1977. 

Originally, the rate of interest for 
these preferred borrowers was supposed 
to be stepped up annually by one per 
cent until it reached the normal rate of 
interest as it was expected that the 
borrowers would improve their level of 
living year after year. This was not 
merely not implemented but neatly for¬ 
gotten both by the banks and the Govern¬ 
ment of India—may be deliberately. 
Secondly, the rate of interest was linked 
to the Bank Rate. When the Bank Rate 
was raised to nine per cent, the powers- 
that-be retained the DRI rate at only 
four per cent per annum, although the 
other normal lending rates ranged from 
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10 to 19.40 per cent per annum. This 
leaves the impression that this abysmally 
low number of beneficiaries have reaped 
a very great benefit —paying only four 
per cent interest per annum. 

Further, the borrower eligible for this 
type of facility should normally work ' 
on his own accord or with the help of 
his family members or joint partners and 
should not employ other persons on a 
regular payment basis. He should not 
also incur liability and debts from more 
than one source of finance at the same 
time. What a naive presumption that 
this paltry Joan amount would meet all 
his investment requirements! 

The Performance 

Tables 1 and II give bank-wise and 
region-wise performance upto the end 
of March, 1979. It is observed from these 
tables that between July, 1976 and June, 

1977, there was maximum spurt in DRI 
advances. The number of borrowal 
accounts increased by 5.53 lakhs and the 
amount advanced increased by Rs 25.33 
crores. Between July, 1977, and June 

1978, the increase in number of accounts 
was just 2.86 lakhs although the amount 
outstanding went up by Rs 19.70 crores. 

The increase in amount outstanding has 
been going up faster relative to the in¬ 
crease in the number of borrowers be¬ 
cause of application of interest on all 
advances outstanding at half-yearly inter¬ 
vals and in some banks at quarterly 
intervals. In such a context, the average 
amount lent will not lead us to meaning¬ 
ful conclusions. Conceding its merit on 
different grounds, the average amount 
lent increased from Rs 338 in 1972 to 
Rs 477 in 1976 and to Rs 619 in 1979. 
The average, therefore did not reach even 
the minimum of Rs i ,500, the limit pres¬ 
cribed for working capital for this class 
of clientele. 

The very fact that the type of borrowers V 
selected should be within the annual 
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incdtoie ^lagi ^i»cribed should lead 
us to conclude that they require both 
Investment credit and working capital. 
u the full requirements of a viable activity 
pursued by such type of clientele in rural 
areas are to be met, the average amount 
lent per borrower should have ranged 
from Rs 2,500 to Rs 3,500. But the 
average of Rs 619 which includes cumu¬ 
lative interest accruals is just one-fourth 
of the need. Further, had this been the 
average amount, the banks would have 
been in a position to cover lesser number 
Upf borrowers than what they have re¬ 
ported but certainly to the distinct ad¬ 
vantage of the target population. 

This analysis leads us to the inescap¬ 
able conclusion that quite a large num¬ 
ber of eligible and needy borrowers 
have spent the loan amounts for con¬ 
sumption needs because in such type of 
clientele, the consumption need would 
be more imminent than the productive 
need. Consequentially, all such borrowers 
would not have repaid the loans just 


because there is notbing for them to 
repay. They would have again knocked 
at the doors of the private money¬ 
lenders who were earlier meeting their 
requirements. With the overlapping in 
area of operations between different 
lending agencies, it is not unlikely that 
at least 10 per cent of the borrowers 
would have borrowed from more than 
one financing ageneV—may be that a 
borrower of ‘A’ bank in the year 1976 
has become the borrower of ‘B’ bank 
in the subsequent year. 

A majority of the DRl advances also 
lacked follow-up on account of two 
main reasons: (i) large numbers getting 
out of reach for the limited staff; (ii) 
the lethargic attitude of staff. One of 
the leading public sector banks did 
not believe in the ceilings for working 
capital and term loans prescribed for 
these types of borrowers which became 
evident from the level of discretionary 
powers vested in their managers till 
recently for this scheme, at only Rs 500 


per torroiverr' 

deavour of managers to limit the 
tions within their discretionary PO^ 
to avoid any correspondence with'« 
controlling authority. Under these « 
cumslances whatever be Ihe levcli;i|| 
lendings as between different regions, 
imbalances need not very much conoM 

Against such a background and win 
the dwindling interest of commerw 
banks in the scheme, the Reserve Bad 
of India thought of extending the schen 
to the Regional Rural Banks. The ]l3 
has advised the sponsoring banks modu 
ties of implementation of the schcim 
through the Regional Rural Banks, 
general criteria for granting SU^ 
advances remain unchanged. The RR|i 
were asked to maintain the accounts § 
their books separately so that the relati^ 
particulars would be readily availal^ 
The responsibility for the grant q 
advances, maintenance of accounts a||ii 


Table 1 

Public Sector Banks* Advances under DIR Scheme (Number of Borrowal Accounts) 


Name of the bank/group of banks 

December 

June 

June 

June 

June 

December 

■ / 

March ) 



1972 

1974 

1976 

1977 

1978 

1978 

1979 ? 

A. 

State Bank of India 

6441 

91676 

246255 

506238 

625358 

660336 

725636 i 

B. 

Subsidiaries of SB! 

4337 

21572 

61319 

123477 

132278 

140947 

1503471 


Total 

10778 

113248 

307574 

629715 

757636 

601283 

8759831 

C. 

Nationalised Banks 







'■$ 


Central Bank of India 

1042 

10361 

27741 

54864 

64322 

80262 



Bank of India 

907 

11436 

20020 

35038 

49072 

72133 

774171 


Punjab National Bank 

685 

16392 

35268 

43381 

54296 

62774 

7246S| 


Bank of Baroda 

60 

14493 

16035 

31992 

82354 

114512 

1277541 


United Commercial Bank 

770 

5405 

19352 

33429 

39863 

45583 

49]56e| 


Canara Bank 

3446 

23740 

62618 

92593 

107975 

101557 

loosisl 


United Bank of India 

378 

12195 

15702 

21178 

29505 

34967 

36945f 


Dena Bank 

765 

6015 

8344 

15888 

23205 

26724 

288431 


Syndicate Bank 

1020 

27601 

36119 

67581 

76832 

77765 

78623| 


United Bank of India 

4984 

19238 

41423 

72266 

82191 

87467 

89IS8f 


Allahabad Bank 

153 

1532 

2369 

6863 

9893 

12278 

14503t| 


Indian Bank 

433 

5198 

12466 

23814 

31231 

32711 

352041 


Bank of Maharashtra 

313 

6250 

18822 

12479 

16112 

17924 

1961S| 


Indian Overseas Bank 

468 

1722 

10839 

35985 

47977 

51597 

55430| 


Total ‘C’ 

15424 

161578 

317118 

547351 

715328 

818254 

88083]|| 


Total (A.+B+C) 

26202 

274826 

624692 

1177066 

1472964 

1619537 

17568^^ 


Note : Data are provisional 


BMpIR lOCWOlllfT 


Source : Current Banking Statistics, September 1979^ 
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recovery would refit with the 
|Hegional Rural Banks. 
fW: 'Advances granted under the scheme by 
RRBs would be eligible for guarc'intce 
^ leover by the DICGC. The incidence of 
S'^uarantce fee on direct lending by the 
^''iRRBs under the DR I scheme has to 
borne by the concerned sponsor 
p^j^ks (an unremuncrative charge on the 
pSlrcady eroding profits of the sponsor 

||«nks!). 

The RRBs were asked to make 
|fkdvanccs under the scheme on their 
;S^^^bwn. They should submit periodic statc- 
'^'itiaents of the advances outstanding under 
^'jthe scheme to sponsor banks which 
®WOuld provide refinance to the RRBs 
^on the basis of outstanding amounts 
S^beyond their normal eligibility for re- 

'^finance under the 15:35:50 formula. 
- 


Tlie sjxniiKH- Wlu ^ ratitled to 
take into account the amount of re* 
finance made available for the purpose 
of the target of one per cent of the pre¬ 
vious yearns total advances outstanding 
under the DRl scheme. 

Some of the latest relaxations xmder 
the overall DRI scheme are: (i) A bor¬ 
rower may now be granted loans totalling 
to Rs 6,500 without making the dis¬ 
tinction between working capital loan 
and term loan; (ii) commercial banks 
should not compound the interest on 
current dues in respect of advances under 
the scheme irrespective of the purpose 
of such advances. 

According to a report published in 
the Economic Times on December 28, 
1980, as on December 1, 1980, the 
total lendings under the DRI scheme 
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0.94 per cent of the previous year’s total 
outstanding advances. With a barely. 
20 per cent recovery performance under 
this scheme banks cannot be expected 
to go any further in the scheme except 
through the recently permitted outlet, 
viz., Regional Rural Banks. The extent 
to which they might lend through these 
intermediary organisations may not also 
be more than 0.5 to 0.6 per cent of the 
previous year’s total lendings, for two 
reasons: first because of their very 
bad experience in this area and second 
because this is an additional liability in 
terms of their refinance commitment— 
an erosion into their none-too-com- 
fortable resource position. The relaxa¬ 
tion that such refinance amount would 
be reckoned as part of their target will 


Table 11 

Public Sector Banks* Advances under DRI Scheme: Total Amount Outstnnding and as Percentage of Total Advances 

(Rs lakhs) 


)^ Name of the bank/ 
iriGroup of banks 


Amount outstanding 


Amount outstanding as percentage of total advances 


1 

11 


Dec. 

June 

June 

June 

June 

March 

Dec. 

June 

June 

June 

June 

March 

ICif 

.f - 


1972 

1974 

1976 

1977 

1978 

1979 

1972 

1974 

1976 

1977 

1978 

1979 

WS 

njA. 

State Bank of India 

20.8 

377.1 

1057.7 

2221.9 

2888.5 

3757.5 

0.01 

0.24 

0.46 

0.72 

0.84 

0.86 

TIB. 

Subsidiaries of SBl 

11.3 

64.8 

241.3 

515.6 

627.5 

840.2 

0.03 

0.15 

0.42 

0.74 

0.71 

0.77 

S 1' 

OIB 

Total: 

32.1 

441,9 

1299.0 

2737.5 

3516.0 

4697.7 

0.02 

0.22 

0.45 

0.72 

0.81 

0.86 

BkC. 

Nationalised Banks: 













f r: 

Central Bank of Jndia 

4.0 

44.2 

126.K 

257.7 

367.9 

665.4 

0.01 

0.07 

0.16 

0.26 

0.36 

0.56 

ig^ 

Bank of India 

4.8 

55.7 

104.5 

163.1 

245.8 

400.6 

0.01 

0.11 

0.15 

0.18 

0.27 

0.39 


Punjab National Bank 

. 2.8 

113.7 

261.8 

286.0 

393.2 

744.5 

0.01 

0.28 

0.45 

0.36 

0.46 

0.74 


Bank of Baroda 

0,2 

100.7 

93.0 

170.5 

496.0 

978.3 

Neg. 

0.24 

0.17 

0.22 

0.57 

0.96 


United Commercial 














Bank 

3.1 

21.9 

99.3 

181.8 

239.6 

332.5 

0.01 

0.00 

0.27 

0.41 

0.44 

0.48 

»# 

Canara Bank 

9.5 

47.3 

227.7 

323.3 

373.9 

403.6 

0.05 

0.17 

0.51 

0.51 

0.57 

0.48 


United Bank of Jndia 

1.4 

32.6 

55.2 

76.2 

142.0 

180.1 

0.01 

0.14 

0.15 

0.16 

0.28 

0.31 


Denu Bank 

2.5 

18.6 

33.8 

71.4 

149.1 

209.8 

0.02 

0.09 

0.14 

0.24 

0.48 

0.57 


Syndicate Bank 

4.4 

103.2 

177.4 

318.2 

354.0 

372.3 

0.03 

0.45 

0.48 

0.66 

0.63 

0.55 

d|^ 

Union Bank of India 

18.7 

84.1 

227.5 

451.0 

545.8 

644.0 

0.14 

0.37 

0.64 

0.90 

1.06 

1.05 

rhi 

Allahabad Bank 

0.9 

5.9 

9.5 

27.1 

43.9 

105.8 

0.01 

0.05 

0.05 

0.12 

0.16 

0.30 


Indian Bank 

1.2 

22.9 

67.9 

128.6 

177.5 

224.2 

0.01 

0.16 

0.31 

0.40 

0.49 

0.52 

^ 1: 

Bank of Maharashtra 

0.8 

24.6 

42.5 

63.6 

86.9 

139.9 

0.01 

0.20 

0.24 

0.26 

0.28 

0.42 

icit 

Indian Overseas Bank 

0.9 

6.1 

52.4 

155.2 

250.7 

318.2 

0.01 

0.05 

0.20 

0.55 

0.73 

0.71 


Total ‘C’ 

55.2 

681.5 

1579.3 

2673.9 

3866.3 

5619.0 

0.02 

0.17 

0.28 

0.36 

0.47 

0.61 

isr 

tUC5^-. 

Total (A+B+C) 

87.3 

1123.4 

2878.3 

5411.4 

7382.3 

10316.7 

0.02 

0.19 

0.34 

0.49 

0.60 

0.69 


Data are provisional 


nooMOMisr 


Savee : Current Banking Statistics^ Sq;>tember 1979. 
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Table ni 

SttfwrfaelM«triiiati<m of Creiit mder DRI Scheme by PuUic Sector Banks (As at the end of:) 


Region/State/Union 


No. of Borrowal Accounts 


Amoiuil outstanding (Rs lakhs) 



June 

June 

June 

June 

March 

June 

June 

June 

June 

March 


1974 

1976 

1977 

1978 

1979 

1974 

1976 

1977 

1978 

1979 'tj 

Northern Region 

38525 

94650 

145971 

170882 

209868 

272.46 

639..59 

987.24 

1289.97 1870.90 j 

Haryana 

7338 

16859 

29593 

34850 

43561 

56.70 

124.62 

255.89 

339.73 

506.14 i 

Himachal Pradesh 

1690 

16132 

25347 

28162 

32116 

8.67 

82.12 

131.87 

162.43 

208.29 J 

Jammu and Kashmir 

2358 

8157 

12720 

15063 

20284 

20.25 

55.01 

75.13 

90.56 

143.17 ; 

Punjab 

12327 

31444 

46317 

50110 

58119 

80.53 

231.61 

320.90 

378.12 

493.32 ' 

Rajasthan 

14444 

20889 

30303 

38543 

49665 

102.75 

139.02 

192.65 

266.87 

445.15 

Chandigarh 



215 

1596 

1866 

— 


2.09 

33.76 

31.99 j 

Delhi 

368 

1169 

1476 

2538 

4257 

3.56 

7.21 

8.71 

18.50 

42.84 J 

North-Eastern Region 

1782 

7648 

20207 

27852 

30813 

7.92 

35.20 

91.33 

128.33 

155.34 

Assam 

1345 

4932 

14522 

20463 

21899 

5.61 

22.35 

63.35 

86.71 

98.38 i 

Manipur 


172 

309 

573 

755 


0.85 

1.68 

3.56 

6.10 j 

Meghalaya 

100 

648 

1434 

1778 

2317 

0.98 

3.15 

5.99 

8.85 

15.06 

Nagaland 

— 

111 

536 

641 

689 

— 

0.37 

1.60 

3.83 

5.17 

Sikkim 


- 

53 

58 

68 



0.37 

0.38 

0.42 

Tripura 

337 

1767 

3180 

3978 

4744 

1.33 

8.37 

17.47 

22.46 

32.18 

Arunachal Pradesh 

__ 

14 

118 

227 

200 

- 

0.08 

0.49 

0.95 

0.85 

Mizoram 

— 

4 

55 

134 

141 

- 

0.03 

0..38 

1..59 

1.73 

Eastern Region 

36941 

79200 

178785 

2228(10 

278350 

115.18 

288.78 

632.45 

855.15 

1237.98 : 

Bihar 

6564 

28814 

90791 

101103 

137298 

26.75 

129.39 

329.35 

373.79 

660.03 J 

Orissa 

5937 

16603 

35472 

48306 

58278 

15.47 

47.26 

111.73 

170.33 

232.87 . 

West Bengal 24400 

Andaman and Nicobar 

33580 

52242 

72666 

82411 

72.80 

111.16 

190.27 

309.74 

343.35 

rsUinds 

40 

203 

280 

325 

363 

0.16 

0.97 

0.10 

1.29 

1.73 

Central Region 

31150 

100400 

203510 

270091 

322231 

136.59 

460.36 

878.44 

1331.21 

1861.98 t 

Madhya Pradesh 

12781 

36378 

73834 

94663 

106565 

52.20 

169.21 

345.24 

443.68 

546.14 ii 

Uttar Pradesh 

18369 

64022 

129676 

175428 

215666 

84.39 

291.15 

533.20 

887.53 

1315.841 

■1 

1940.11 :i 

Western Region 

57264 

92424 

150335 

204781 

277695 

194.99 

378.06 

714.15 

1161.37 

Gujarat 

26610 

37238 

58329 

83967 

I2I451 

96.99 

1.59.68 

319.17 

570.42 

1032.87 1 

Maharashtra 

Dadra & Nagar 

29053 

50997 

84312 

109196 

142345 

92.77 

198.18 

356.57 

514.74 

797.961 

Haveli 

250 

327 

561 

510 

463 

0.48 

0.90 

1.46 

1.00 

0.96'| 

Goa, Daman & Diu 

1351 

3862 

7133 

11108 

13436 

4.75 

19.30 

36.95 

75.21 

108.321 

'ij! 

Southern Region 

109164 

250370 

478258 

576758 

637857 

396.27 

1076.28 

2107.74 

2616.31 

' ? 

3250.30 

Andhra Pradesh 

19539 

53495 

95165 

129137 

J41183 

65.25 

240.59 

488.83 

642.66 

824.95’! 

Karnataka 

29550 

67764 

159154 

179286 

183985 

117.57 

326.78 

733.83 

873.03 

942.^?| 

Kerala 

28082 

65361 

87984 

109120 

127431 

70.63 

197.32 

263.68 

333.57 

528.8$| 

Tamil Nadu 

28060 

61028 

131232 

152729 

179825 

127.67 

■^301.31 

600.69 

739.67 

921:6^ 

Lakshadweep 

41 

39 

37 

60 

61 

0.09 

0.16 

0.15 

0.30 

0.2i^ 

Pondicherry 

3892 

2683 

4686 

6431 

5372 

15.06 

10.12 

20.56 

27.09 

32.2^ 

All India 

274826 

624692 

1177066 

1472964 

1756814 

112.3.41 

2878.27 

54n;35 

7382.34 10316.^ 


: Data are provisional 



Source: Current Banking Statistics September 1979.'3 
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cut much ice with them. The RBI 
not make clear in its instructions 
liethcr the sponsor banks which have 
iready reached the stipulated target of 
ae per cent should go beyond the target 
extend the scheme to the RRBs set 
by them. 

^That the DRf scheme has remained a 
Ulitical gimmick is too obvious to point 
It has not enabled the beneficiaries 
come out of the clutches of the 
ley-Iendcrs and to take to viable in- 
Stments because of the low amounts 
nt by the banks under the scheme. It 
SS not bcncfitlcd the banks in getting 
' better image, because it has left more 


dissatisfied people in the same income 
group who were not able to get the loan 
under DRI. There were complaints of 
favouritism and corruption at the field 
level. It has not increased the produc¬ 
tive capacities of the target population. 
It has not helped the Government either 
in getting a better image. But it did serve 
certain vested interests. In a country 
like ours where capital is scarce, it cannot 
go abegging. In fact, this is one of the 
reasons why the soft loans received from 
the World Bank reach the utimate bor¬ 
rowers at 10 to 10.5 per cent per annum. 
Further, no beneficiary finds nUes of 
interest charged by banks as usurious 


or even hiiji. is 

ly content if it is easily available when 
he actually needs it--more so in the case 
of weaker sections of the community. 
Instead of forcing banks to do this 
type of lending, it is perhaps desirable 
that half of such targetted amount is 
diverted for creating enduring overhead 
assets such as markets and storage 
godowns which, in the normal course, 
may not stand the test of viability. It 
is time that the Government of India and 
the Reserve Bank of India took a hard 
look at the facts of the scheme and 
restrained this unproductive outflow of 
banks' scarce resources. 


Comparative Cost to Milk 


Amrik S. Sainl. Jagjit Singh & Puran Chand 


The authors who are associated with the National Dairy Institute, 
Karnal, have made a study of 50 rural households and another 
SO urban households of Karnal District of Haryana to analyse the 
east and return of cross-bred cows and buffeloes in those two 
different situations and come to the conclusion that to bring about 
a white revolution in both situations the introduction of high yielding 
milch animals is of great Importance. Being a capital-intensive 
venture, dairying needs financial support from appropriato agencies 
on low interest as farmers and landless labourers lack resources to 
practise scientific dairying. 


UKYiNG WHICH is an important alter¬ 
ative to crop farming, increases the 
imers’ income because of its relative 
rofitability and is gaining importance 
1 their production programmes. It has 
Dwever been observed that some 
ationalitics have crept in the business, 
fore they get soaked in, it is impor- 
at that they are eliminated so that 
iry enterprise becomes a useful 
endage of the farm business.^ 

Dairy enterprise, next to agriculture, 
>t only provides continuous income 
id improves dietary standards cf family 
lembers but also supplements the income 
id reduces under-employment of a 
ge number of the lural poor,® 
Asides, dairying reduces the degree of 
iCome varii bility if adjusted with crop 
ming at profitable levels.® Thus, dairy 
^terprisc could be a better means of 
Hired gainful employment to the rural 
lople in general and the lower strata in 
rticular.* In the recent pitst, there is 
growing concern over the adoption of 
>roved technology by rcaring/kceping 

^^^I^STERN ECONOMIST 


high yielding milch animals (cross-bred 
cows) to supplement wholly or partly 
the farm income. 

Several attempts hai^e already been 
made to study milk production efficiency 
of cTos.sbi'td cows over non-descripts 
cows in terms of cost of milk production, 
net income yield gap and production 
responses to various inputs,® but none 
of them has compared the cost of milk 
production under rural conditions with 
that of urban. Keeping this in view, 
an attempt, therefore, has been made 
in the present study to analyse the cost 
and return of cross-bred cows and 
buffaloes both under rural and urban 
situations. 

The study pertains to 50 rural house¬ 
holds and 50 urban households of Karnal 
district in the State of Haryana. These 
households were selected randomly re¬ 
presenting various categories from the 
villages falling beyond and within a 
radius of 10 kms from Karnal city 
respectively. 

The information on various aspects of 

1234 


dairying were collected to meet the 
requirements of the objectives of the 
investigation. The entire data required 
were broadly classified into two cate¬ 
gories, viz., information on physical 
inputs and outputs and their prices. ^ 
In addition to investment in milch 
animals, cattle sheds and stores and dairy 
equipment, the input-output diita in¬ 
cluded feeds and fodders and family 
and hired labour utilised for various 
dairy operations, insurance premium and 
veterinary and miscellaneous expenses 
incurred. The data were collected from 
the respondents on a specially designed 
questionnaire through the interview 
method for the year 1978-79. The cost 
of milk production for the said year 
were based on 80 buffaloes and 
45 cross-bred cows in rural condi¬ 
tions and 100 buffaloes and 60 cross- t 
bred cows maintained under urban con¬ 
ditions, respectively. The prices of milk 
used were those reported by respondents. 
The human labour cost was computed 
on the basis of the prevalent wage rates 
in the study area. Variable and fixed 
costs were considered for the analysis 
of present study.* Variable cost includes 
the expenses on green fodder, dry fodder 
concentrates and mineral mixtures, labour, 
veterinary charges and miscellaneoiis ex¬ 
penses whereas the fixed cost includes 
depreciation^ on milch animal, dcprecia*^ 
tion on equipment (10 per cent), dc- 
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preciation on building* (5 per cent), 
interest on fixed capital (10 per cent per 
annum) and insurance premium (3.S 
per cent) on the animal value. 

As cost and return analysis of dairy 
enterprise with different types of milch 
animals is very essential to evaluate the 
economic viability of enterprises and 
examine their relative performance, an 
attempt was made to examine the extent 
of expenditure incurred for cross-bred 
cows and buffaloes under two types of 
technology level. 

Variable Expenses 

A close examination of the tabic along¬ 
side reveals that the overall cost per milch 
animal per annum for cross-bred cow 
and buffalo was about Rs 3222 and 
Rs 2686 for rural conditions and Rs 4631 
and Rs 3758 under urban conditions. 
It is evident from the table that the major 
Share in the total cost of milk produc¬ 
tion was of variable expenses for all 
types of milch animals under both situa¬ 
tions. The share of feed in the total 
cost accounted for about 64 and 63.5 
per cent in cross-bred cow and buffalo 
under rural technology, while it is about 
50 and 56 per cent for the two types of 
milch animal under urban conditions. 
Labour accounts for about 15.36 and 

15.63 per cent (rural) and 12.95 and 

14.63 per cent (urban) for the cross¬ 
bred cow and buffalo, respectively.* The 
total cost of milk production was found 
to be more for both types of milch 
animals in urban conditions as com¬ 
pared to the rural situation. Further, 
it is interesting to note that cost of milk 
production for cross-bred cow in the 
rural as well as under the urban condition 
was found to be on the higher side as 
compared to the buffalo maintained 
under both the situations. 

There arc many other concepts for 
measuring the profitability of milk enter¬ 
prise like returns to fixed resources 
(margin over variable cost), net income 
(margin over total cost), return over 
cash costs (margin over cash costs), 
margin over feed costs and family labour 
income^® etc. 

The return on fixed resources, net 
income, returns on cash cost and family 
labour income is much higher in cross- 



Costa and Returns Per Milch Attfanal—1978-79 
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(In ri4»edsj 


Particulars 


I. Gross Returns 


Rural condition Urban conditi( 


CBC Buffalo CBC 


11 . 


IV. 

V. 

VI. 

VII. 

VIII. 

IX. 


X. 

XI. 


(a) Sale proceeds from milk* 

3634 

2508 

4550 

423Qi 

lb) Value from dung 

(c) Appreciation on one year female 

85 

70 

100 

■'if 

calf 

700 

200 

1000 

70S 

Total 

Variable Cost 

4419 

2778 

5650 

452ff^ 

i 

(a) Green fodder 

1173 

912 

1825 

I4d 


(36.40) 

(33.95) 

(39.40) 

(38.8^ 

(b) Dry fodder 

466 

472 

110 

ii<^ 


(14.46) 

(17.57) 

(2.37) 

( 2.9211 

(c) Concentrate & mineral mixture 

430 

321 

821 

S4« 


(13.34) 

(11.95) 

(17.72) 

(14.58) 

(d) Labour 

495 

420 

600 

550 


(15.36) 

(15.63) 

(12.95) 

(14.63) 

(e) Veterinary charges 

32 

23 

50 

40 


(0.10) 

(0.85) 

(1.07) 

(1.06) 

(f) Miscellaneous 

30 

20 

ICO 

90 


(0.93) 

(0.74) 

(2.15) 

(2.39) 

Total 

2626 

2168 

3506 

2798 

Fixed Cost 

(81.50) 

(80.72) 

(75.71) 

(74.48) 

(a) Depreciation on milch animals 

227 

180 

400 

375 


(7.04) 

(6.70) 

(8.63) 

(9.97) 

(b) Depreciation on equipments 

20 

20 

50 

SO 


(0.62) 

(0.74) 

(1.07) 

(1.33) 

(c) Depreciation on buildings 

15 

15 

85 

85 


(0.46) 

(0.55) 

(1.83) 


(d) Interest on fixed investment 

295 

292 

450 


(9.15) 

(10.87) 

(9.71) 

(9.57) 

(e) Insurance premium 

39 

11 

140 


(1.21) 

(0.40) 

(3.00) 

(2.34) 

Total 

596 

518 

1125 

95« 


(18.90) 

(19.28) 

(24.29) 

(25.52) 

Total Cost (11 + III) 

3222 

2686 

4631 

375* 


(100.0) 

(iOO.O) 

(100.0) 

(ico.o; 

Return to fixed resources (I—11) 

1793 

610 

2144 

172J 

Net Income (1 ^ IV) 

1197 

92 

1019 

764 

Return over cash cost (V— IIlc) 

1754 

599 

2004 

1634 

, Family labour income (VI + lid) 1692 

Per litre cost of milk production over 
total cost (IVtotal milk per milch 

512 

1619 

1314 

■ f 
] 

animal) 

1.61 

1.79 

1.65 


Average market rate per litre of milk 

1.65 

1.85 

1.75 

2.4* 

Margin per litre of milk 

0.04 

0.06 

0.10 

0.1^ 


♦Sale proceeds from milk has been calcuatcd after deducting milk consumed 
by calf from the total milk. ] 

Note : Figures in parentheses indicTate the percentage to total cost. 




as compared to that ofbiiffolo 
pm both rural and urban conditions, 
prefore, it can be easily suggested 
^ the dairy enterprise with cross-bred 
has greater potential for providing 
jp^r income and gainful employment 
S;j1he rural as well as urban poor^^. 
is per litre cost of milk production 
lir total cost is Rs 1.61 and Rs 1.79 
|v cross-bred cow and buffalo under 
|hl conditions. It is Rs 1.65 and 
for the two types of milch animals 
lllfban conditions, respectively. A simi- 
(Ijircnd is found for average market 
P of a litre of milk of cow and buffalo 
rural and urban technology, 
iff margin per litre of milk is Re 0.04 
Re 0.06 for cow and buffalo milk (in 
m conditions) and Rc 0.10 and Re 0.52 
^ urban conditions), respectively. The 
f litre margin is higher in urban condi- 
ins as compared to that of under rural 
fldition because milk fetches remune- 
Bve price in former than that of latter 

|t may, therefore, be concluded that 
make the dairy enterprise more viable 
^general and to bring about the white 
J^olution'* in the country in particular, 
5 introduction of high-yielding milch 
)mals like cross-bred cows in the farm 
iliness of rural as well as urban situa¬ 
tes is of great importance. Dairying, 
log a capital-intensive venture, re¬ 
ifies short-term and medium-term capi- 
The farmers and the landless with 
f resource base, low productivity and 
ime levels need exogeneous financial 
ipott which may be given by the 
te^opriate financial agencies quite well 
teme and that too at the (low interest 

! | differential rate of interest keeping 
jew the objectives of growth with 
ll justice. Moreover, there should 
f^produccr-oriciited uniform pricing 
jfiry (two axis) for milk based on the 
centage of fat and solid not fat 
fF) to protect the interest of the milk 
ducers in general and rural poor in 
ticular. 

References 

. Amrik S. Siini ; (IV74); “Farming Dairy 
fpriae by Commercial Banks and its Impact 
Psim and Family Income”; M.Sc. thesis. 
S'kjudhinnu (Unpublished). 

i; National Commission of Agriculture : 
I); **Mtlk Production through Small and 



"iV 

Maiginal Farmers and Agricultural Labourers*'; 
Interim Report, Government of India. Ministry 
of Agriculture and Irrigation, New Delhi. 

3. Dhawan. K.C. and Jobl S.S. : (1967); 
"Comparative Profitability of Dairy Enterprise 
in Relation to Crop Cultivation of Sub-urban 
Farms in Punjab"; Indian Journal of Agricultural 
Economics; 22(1): Pp. 81-97. 

4. It is well recognised that a permanent 
solution for improving the standard of living of 
rural poor can be obtained only through increas¬ 
ing their incomes and employment potential, 
in the villages itself. For reference see: Raj Vir 
Singh and ArerikS. Saini : (1980): “Technology 
fcr Increased Farm Incomes, Employment*’; 
Eastern Economist, Vol. 75, No. 7, Pp. 456-58. 

5. (a) Madiman. S.G. and Desai. N.K.: 

(1965); Indian Journal of Agricultural Economics, 
6:52. (b) Reddy, Y.V.R., ct al.: 0978); Indian 
Journal of Animal Sciences, 3v(l): 74-76. 

(c) Patel, et al.: (1976); Mimeograph. NDRI, 
Karnal. 

6. The variation in cost of milk production 
at higher levels of milk yield is another a.sp^t 
which has got a direct bearing on the economics 
of milk enterprise. The gross as well as net in¬ 
come per milch animal per day increase with the 
increase in milk yield. In order to prove this 
hypothesis, it becomes necessary to distinguish 
between the fixed and variable costs involved in 
the cost component. The fixed costs are those 
costs which arc independent of the level of pro¬ 
duction while the variable costs arc directly 
related tothcyieldand vary with it. Sec: Kiiber 
Ram and Kulwant Singh: (1979); “Cost of 
Milk Production at NDRI Farm, Karnal”, 
Res. Publication No. 175, NDRI, Karnal. 

7. In the present study, no depreciation was 
charged for the milch animals upto 3rd lactation, 
10 per cent depreciation was worked out and 
charged for the animal in 4th and 5th lactation 
whereas 20 per cent depreciation was taken for 
the 6th lactation and above. See: R.K- Patel. 


etal.: “Herd EvalMlion at NDRI, Karnal'*;' 

an unpublished report. 

8. The depreciation cost on cattle sheds was 
apportioned on the basis of the total number 
of Adult Units kept in the shed: For detail see: 
I.J. Singh, etal.: (1979); “Economics of Milk 
Production in Haryana State”; Research Bul¬ 
letin No. 4. H.A.U., Hissar (Haryana). 

9. Jagjit Singh: (1980); “Flow of Dairy 
Credit and its Impact on Productivity and Income 
on Rural Households in Karnal District”; M.Sc. 
Thesis, NDRI, Karnal (Unpublished). 

10. A word of caution is very necessary here 
to give that in the short-run the receipts^ from 
proceeds must cover variable cost, but in the 
long run, both variable and fixed costs are to 
be recovered to ma ke the dairy business a sound 
proposition. The production level at which 
the total cost is recovered would be the break¬ 
even point of the business. Below this, the enter¬ 
prise would be a loosing proposition. The profit 
margin would increase with the increase in the 
levels of milk production per milch animal per 
day. For further details, see: Kuber Ram, 
ctal. ; (1979); op. cil. 

11. Jagjit Singh: (1980); op. cit. 

12. The Union Ministry of Agriculture has 
prepared an ambitions plan to bring about a 
’white revolution* by increasing the milk produc¬ 
tion in the country. A target of 37 million tor- 
nes of milk per annum (.38 million tonnes is 
the economic demand of milk for 1978-79 esti¬ 
mated on the basis of projected population 
growth rate of a bout two per cent during 1971-79, 
contemplated income growth rate of 5.5 per 
cent per annum and income elasticity of 1.6 
for milk: Rao, G.V.K. : Dairy Developments, 
Rural Income and Employment - - A Planning 
Approach”; Indian Dairyman, 30(2): 1978: 90) 
by the end of terminal year (1984-85) has been 
fixed in the Sixth Plan by the Agriculture Minis¬ 
try of India : Abuja, D.R. : “Plans to Usher in 
While Revolution”, TYi^ Tribune, April 25, 1981. 
Page 10. 



■OQNOIIIST 


1236 



ypcM on induitff 


Setting up Rural Workshops 


As was suggested in 'Focus on Industry’ in the issue dated May 1,1981, Some 
more workshops can be established in the rnral areas for the benefit of the local popula¬ 
tion. These shops can improve the services to the people while they employ and train 
local workers. 


% 


Mntalworking Shop 


This shop must be able to provide 
complete services for all simple machinery 
and tools used in the area. The servicing 
of more complicated items such as 
broken gearwheels or bearings should be 
obtained from a higher level village. 

The shop will perform a variety of 
equipment maintenance services for 
farmers, craftsmen and others and pro¬ 
duce some locally required implements 
^and hardware. The use of improved 
materials and tools and the training of 
skilled workers will lead to improved 
varieties of traditional blacksmiths pro¬ 
ducts. 

A representative selection of products 
and services includes; (a) Sharpening, 
tempering and hardening of agricultural 
and handicraft tools and implements such 
as knives, sickles, chisels, scissors, mower 
blades; (b) Manufacture of tools and hard¬ 
ware such as nails, rivets, hinges and 
wall brackets; (c) Simple repairs of metal 
parts of agricultural machinery and tools 
requiring welding, riveting or bending. 

^ All sales and services will be done at 
the shop and sufficient storage space 
should be available for common materials 
such profiles and sections, plates, sheets, 
readymade rivets, bolts, nuts and screws. 
When a number of units are set up in a 
cluster, or similar units are set up in 
different clusters, the possibility of co¬ 
operative purchases should be examined. 

Initial assistance will be required for 
fitting out the shops, installing machinery 
and ensuring power supplies. As the unit 
^will be in a workshop cluster, the other 
unit in the cluster will provide mutually 
supporting services. 


A covered floor area of approximately 
70-80 sq metres is required. Larger as¬ 
sembly and welding jobs could be done 
outdoors weather permitting. Therefore 
an enclosed yard should be available. 

Manpower requirements are indicated 
below: 


Labour Force 

Number of 
persons 

Owner, supervisor, worker 

1 

Welders 

2 

Blacksmith and fitter 

2 

Semi-skilled workers 

3 

Total 

8 


A part time accountant may also be 
needed. 

The owner operator should preferably 
be trained in a vocational training centre 


'i 

for metal trades and skilled workeif | 
rural vocational training centres. 

The shop could be used by Oovemmi^ 
agencies fbr on-the-job training pH 
grammes after trainees have had' # 
initial period of basic training, with )ji 
on-the-job training linked to 
instruction programmes. iV' 

The shop may start initially without, 
lathe, which may be acquired later. 

Joinery Workshop 

This workshop is intended to voH 
all production and repair requireme^) 
of wooden furniture items, fixture 
building components and wooden age 
cultural implements. A representath 
selection of products and services is: (i 
Making or repairing wooden plough 
where such items are used. If an in 
proved plough is to be introduced sue 
a workshop would be suitable for prc 
ducing and promoting it; (b) Making ail 
repairing of bullock or horse carts, Ob 
wheels, by improved methods of turniiilf 
(c) Making institutional furniture, e.| 
school benches, chairs, study tabte 
furniture for Government offices, cliiiilf 
(d) Making household furniture siUc 


Equipment Requirements for Metalworking Shop 


Description of Equipment 


Number required Estimated Price (R 


Fitters* work bench 

Drill stand for use with portable duty drill 
Pedestal grinder, 20 cm, double ended 
Transformer type arc welding machine 
and accessories 

Portable electric drill cum-grinders 
Anvil forge with fan blower and sledge 
hammer 

Measuring and marking tools etc 
Office table and chair 
Total 


1 

1 

1 

2 

1 Set 


5600 

800 

4000 

203C0 

4000 

2000 

16000 

2400 

54800 


lAiiaiM aoQNOUisr 
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^ uscii in the region, e.g. 

cribs, chairs, tables, polishing and 
ting; 

^^( 9 ) Making wooden door and window 
shutters and simple roof truss 
^^ponents for on-site assembly; 

(f) Making or repairing wooden textile 
^ carpet looms, winding devices. 

al;|tegional needs for furniture, housing, 
|.|^jculture and crafts will vary cosider- 
(trUy. An area poor in forest resources 
iid where wood is costly will make 
t^ter use of steel products, tools and 
fe^ponents. A proper assessment is 
t Iterefore necessary. 

^ ^ Almost all production and services will 
done at the workshop. Arrangements 
|!V>uld be needed for the supply of good 
seasoned naturally or in a kiln, 
sawmill must be available nearby for 

“Swing timber to the correct size, 
ve 

i. No assistance is required if the owner 
; ]f entrepreneurs is a trained worker, 
lalKSCpt for the initial installation of 
eWitetrical equipment. 

>]u 
iir' 
na 


file requirieaieats of equipment are : 


Description of 
equipment 

Number 

(timated Required 
price (Rs) 

Electrical bandsaw 





with 1.25 ems blade 


1 


6400 

Multipurpose wood- 





working machine (planer, 




circular saw, groover. 





mortiser, 


1 

16000 

Woodworking lathe 


1 

8000 

Portable electric drill 


1 

1200 

Woodworking work bench 




with 2 vices 


1 

4000 

Measuring, marking, holding 

1 ^ 



tools and fixtures 





Normal range of wood' 





working hand tools 


1 

► 

8000 

(chisels, files, saws, hammers, ! 



mallets, drill bits, metre box 




with saw) 


J 



Total 




43600 


seasoning and storage. 

Manpower requirements are indicated.^, 
below : 


Labour force 

Number of 
persons 

Owner, worker 

1 

Joiner and bandsaw operator 

1 

Cabinet maker, universal wood 

machine operators 

2 

Semi-skilled workers 

2 

Total 

6 


A covered floor area of approximately 
70-80 sq metres will be requied. An open 
covered area of 25-30 sq.m, will also be 


The owner needs to be trained at a 
vocational training centre for joinery and 
cabinet making. The other skilled workers 
should be trained in rural vocational 
training centres for general woodworking. 

This workshop could also be used by 
Government agencies for on-the-job 
training of workers who have completed 
basic training. The on-the-job training 
peried should be linked with related 
instruction programmes. Phased develop¬ 
ment of the shop would not be ruired. 

—Hardev Singh 


Readers’ Roundtable 

Supper for the Soviets 


es 
Ti 

Sir, Kindly allow me to 
irnffer the following comments 
orn yottr above 

^^ption (May 1, 1981). 

me President Reagan’s an¬ 
nouncement that he would 
j^d two million tonnes of 
'®^eat to Soviet Union, break- 
J ;ig his Government’s prcvail- 
Phg ban on such sales, is a 
y wtefaev in American attitude 
,^|Gnvard Afghan crises. This 
!v 5ain would be used for sus- 
^ lining the Russian occupa- 
•^^^on forces in Afghanistan for 
?ulic freedom of which Washing- 
on clamours incessantly. It 
dll also help Kremlin assuag- 
gg the feeling of the people 
kn4 the Soviet Union that their 
^*’*®Jovcrnmcnt is incapable of 
^Hiding them. It would help 
Soviet Unior in stabilising 
. ?^lf at home and fostering 
’ ib aggression abroad. 

mi 

iMgmN ICXINOIIIIT 


Having taken this step 
Reagan administration has no 
justification for blaming its 
European allies for helping 
the Soviets by exporting to 
them their technology on a 
large scale without which the 
current problems of Soviet 
economy would remain in- 
tractible. 

Perhaps Mr Reagan has for¬ 
gotten the basic fact that fight 
against international Com¬ 
munism demands some degree 
of sacrifice of national in¬ 
terest. 

It is not for the first time 
that US has come to the aid 
of a beleagurcd Soviet Union. 
It built up the economy of 
the country in early twenties 
when it was in shambles due 
to civil war and foreign inter¬ 
vention. It came in a massive 
way to its aid during and after 


the Second World War which 
helped Russia to save itself 
from collapse. In fact Solzhe- 
sytsien is not far from the 
truth when he points out that 
the present monstrous growth 
of Soviet military power is 
very much due to the aid it 


has received from the USA 
and West European countries. 

It is questionable whether 
the step taken by Reagan has 
added to its credibility as a 
leader of the free world des¬ 
perately struggling for its exis¬ 
tence. 

—Sqjata Chandliok 


Human Settlement 


Sir, The first National Con¬ 
ference on the Future of 
Human Settlement which will 
be held shortly has evoked 
keen interest in all sections of 
the society. It is an attempt 
to plan for the future, it is 
proposed to bring out publi¬ 
cations of interest relating to 
the future of Human Settle¬ 
ment and distribute them 
during the conference. This 
conference is the first of its 
kind in India in which experts 
from all over the country will 
gather to discuss and plan for 
a new direction on important 
subjects like Agriculture, Irri¬ 
gation, Geology and Mining, 
Transport and Communica- 
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tion, Energy, Education. 
Health, Tourism, Banking and 
Commerce, Industry, Ecology ^ 
and Pollution, Rural Develop¬ 
ment and Civic Management. 

Hence all those persons who 
have interest in the subject are 
requested to send research 
papers to be included in the 
publication and also to pre¬ 
sent them personally at the 
National Conference. The 
papers can be sent to the Co¬ 
ordinator, National Society of 
Urban Development, Januii, 
Dam Road Circle, Hosq^t- 
583 201. 

— Dr Raahml Affaynr ^ 
H. Sarvediwar 
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Modernisation of 
Comont Industry 

The Union Industry Minister, 
JDr Charanjit Chanana, stated 
■ecently that the Govemment 
was been considering a 
modernisation plan for cement 
industry. The plan was sub¬ 
mitted by the cement industry. 
Dr Chanana was addressing 
the Consultative Committee 
of Members of Parliament at¬ 
tached to the Ministry of 
Industry recently. The Minis¬ 
ter said that cement industry 
had two-fold problems viz. 
Capacity utilisation of instab 
led capiicity which had at one 
stage gone down to 68 per 
(feent and of modernisation 
of the existing plants. At 
present, the Minister said, 60 
per cent of the plants were 
based on obsolete technology. 
The under-utilisation of capa¬ 
city has been mainly due to 
external constraints in regard 
to availability of coal and 
power to this industry and 
shortage of railway wagons 
for movement of inputs for 
cement. The Govemment was 
doing all that was possible 
to increase capacity utilisation 
of existing cement plants by 
making available the major 
inputs the Minister added. 

^ The members were informed 
that us regards additional capa¬ 
city, the Gtwernment had fol¬ 
lowed a liberal policy. The 
installed capacity on April 1, 
1981 was 28.22 million tonnes. 
A further capacity of 31 mil¬ 
lion tonnes was approved by 
way of grant of industrial 
licence/letters of intent. Besides 
additional capacity of 2.1 mil¬ 
lion tonnes was approved 
through registration of mini¬ 
cement plants with DGTD. 
Dr Chanana informed the 
l|p>nsultative Committee Mem- 
^rsthat the Government had 
taken a decision to make 
priority allocation of pement 


required for irrigation and 
power projects. 

Li respect of the small-scale 
Sector, Dr Chanana said that 
the manufacture of 834 items 
had been reserved exclusively 
for production in the small- 
scale sector. A Standing Cem- 
mittee under the Chairmanship 
of Secretary (Industrial Deve¬ 
lopment) is constantly review¬ 
ing the reservation policy for 
the small-scale sector. The 

Consultative Committee Mem¬ 
bers were also told that once 
an item was reserved for the 
small-scale sector, no new 
large/mcdium scale unit was 
allowed to expand or to come 
up as a new unit in that line 
of production. Large scale 

units already in existence had 
their capacity frozen. Dr 

Chanana said that to help the 
small-scale units, 379 items 
had already been reserved for 
exclusive purchase from the 
small-scale sector in addition 
to reservation of certain items 
in lists for 75 per cent and 
50 per cent purchase pre¬ 

ference. 

Aluminium for 
Cables 

The Centre will take all 
steps to ensure that adequate 
aluminium is made available 
to cable and conductor in¬ 
dustry for execution of orders 
placed by electricity boards. 
National Thermal Power Cor¬ 
poration and other power gene¬ 
ration organisations so that 
implementation of the power 
development programmes is 
not hampered. This assurance 
was given to cable and con¬ 
ductor manufacturers by the 
Minister for Commerce, Steel 
and Mines, Mr Pranab 
Mukherjee while inaugurating 
the conference recently. He 
said the quantum of imports 
will be decided keeping in 
view the demand for the metal 
and prospects of indigenous 


production. The indigenous 
production during 1980-81, he 
said, was 199,000 tonnes 
against a licenced capacity of 
321,000 tonnes, showing a 
marginal increase of about 
three per cent over that in the 
previous year. 

Referring to the distribution 
policy of aluminium, the 
Minister said the Ministry of 
Steel and Mines has always 
ensured equitable distribution 
of the metal to the manu¬ 
facturing units. The policy 
has worked satisfactorily and 
will be retained with minor 
modifications. He said it has 
also been decided, that unlifted 
allocations for the last quarter 
of 1980-81 will not lapse. 

Mr Mukherjee advised the 
conductor manufacturers to 
quote reasonable rates for 
supply of conductors required 
in projects assisted by IDA 
so that these orders do not 
go outside the country. This 
will not only help earn foreign 
exchange but also improve the 
utilisation of capacity of the 
conductor manufacturing in¬ 
dustry which is now only 
about .50 per cent. 

SAIL Maintains 
Increasing Output 

Continuing the eflorts of 
maximising steel production, 
the Steel Authority of India 
Limited (SAll.) opened the 
new financial year exceeding 
the target of production in 
saleable steel. The integrated 
steel plants under SAIL aggre¬ 
gated 400,300 tonnes of sale¬ 
able steel production in April, 
1981, againrt the target of 
387,000 tonnes. Some units 
of the plants arc under planned 
capital maintenance. As com¬ 
pared to the productioi in 
the corresponding month of 
last financial year, the pro¬ 
duction levels have been ex¬ 
ceeded handsomely. Against 
a production of 299,000 ton¬ 
nes of saleable steel in April, 
1980, the SAIL plants register¬ 
ed an increase of 101,300 
tonnes in April, 1981. This is 
the highest production in April 
(which is traditionally a month 
of low targets due to planned 
repair programmes) after four 
years. In ingot steel the in¬ 
crease was 67,800 tonnes, pro¬ 


duction being 512,300 UOiiM 
in April 1981 against 
tonnes in April, 1980. 
able pig iron production 
also maintained at high Mm 
— 109,000 tonnes of pig in 
was produced for sale duM 
April, 1981. :1 

Bhilai and Rourkela plMM 
which had been operotmg | 
rated capacity levels facitt 
power restrictions. 
they exceeded the targets, n 
for the power restriction sajI 
able steel production WCM 
have been higher still. DurM 
pur and JISCO also exceed^ 
their targets. Comparing wji 
April 1980, Bokaro Steel Plifi 
has shown appreciable pick'M 
The plant established seve^ 
records in monthly product!^ 
notcablc among which 
production of ingot steel, 
metal, slabs, hot rolled coili 
hot rollc<l plates and shect| 
cold rolled coils, CR shee^i 
and sinter. The plant produce^ 
1^5,047 tonnes to ingot duriii| 
April improving upon tlM 
October, 1979 record 
14,474 tonnes. In rolling o’, 
ingots production was 151,21^ 
tonnes improving upon tSi 
J^ebruary, 1981 record ^ 
134,342 tonnes. | 

Saleable steel productiai 
in Bokaro doubled diiriij 
April, 1981, production beii| 

111.200 tonnes as agaiiil( 
53,300 tonnes produced 
April, 1980. ]ISCO‘s Mcrchan: 
and Bod Mill also achievec 
a new high in April’s pr^ 
duction by producing 14,6i§ 
tonnes during the monti 
which is highest in Apr| 
after takeover by the Govern 
ment. Despatches from th^ 
plants have also registered irf 
provement. Stockholding ^ 
the plants has gone down 

330.200 tonnes on May f, 

1981 as against 360,000 tennof 
held on April 1, 1981. 1 

Bearer Bonds 

The sales of Special Beared 
Bends upto April 30, 198fc 
so far reported, amount ^ 
Rs 357.19 crorcs. This figtti^ 
is provisional as information 
about sales at some of thi 
outlying centres is still to 
reported. This was discloscic 
by the Minister of State fol 
Finance, Mr Sawai Singl 


iSnodia in the Rajya Sabha 
l^pently in a written reply to a 
Jntstion. Mr Sisodia said 
^J^t the sales of these Bonds 
1^0 March 3J, 1981 had 
^ifSsounted to Rs 88.67 crorcs. 
#The Minister stated that the 
!jr|kle of Special Bearer Bonds 
. yi|9 been susi^nded from the 
Jlijsc of business on April 
1981. A breakup of sales 
April 30, 1981, so far 
Irlported, is as follows : 


(Provisional figures) 
(Rs lakhs) 


. Offices of RBI at 

Ahmcdabi'.d 

Bangiilore 

Bombay (Fort) 

Bombay (Byculla] 

Calcutta 

Hyderabad 

Jaipur 

Kanpur 

Madras 

Nagpur 

New Delhi 

Patna 

Branches of the 
State Bank of 
India and its 
Subsidiaries 


6,95.40 

2,51.60 

69.20.60 

7.51.80 
13,61.70 

1.44.80 
58.60 

4,25.20 

3.82.80 
2,36.90 

32,41.40 

1,09.90 


211,38.20 

357,18.90 


Modernisation of 
illHway Workshops 

Deputy Minister for 
rajulways, Mr Mi.llikarjun, 
xxwd Lok Sabha recently in 
.^Ipiy to a written question 
Sit the Kharagpur workshop 
“J^South -Eastern Railway was 
m<xlei'niscd at an csti- 
ienited cost of Rs 793. 55 lakhs. 
il ^ modernisation scheme 
j^ed at improvenicitt of 
^Jeshop efficiency through 
^ ^uisitioii of modern machi- 
and plants. It also aimed 
J acquisition of unit c\- 
uc#ngc spares for minimising 
^|Mntcnancc limc. There will 
alher be an incrca.se nor 
tirease in the number of 
^tployees on account of 
^l^^jkternisation. The Deputy 
irt%llister said that in the first 
irajise of workshop's motlerni- 
project, besides Kharag- 
Naji^hc workshcips at Matunga 
! *|fltral Railway), Kanchara- 
ln (Eastern Railway), Parcl 
m Mfihalaxmi (Western 


Railway) and the Chittarai\|an 
Locomotive Works were being 
modernised. 

Pound Rupee 
Exchenge Rate 

The pound sterling has 
become cheaper by IS paise 
following rupee unvaluation 
by 0.85 per cent by the Reserve 
Bank of India (RBI) on May 
5. The RBI fixed a middle 
rate of Rs 17.60 per pound 
sterling against the earlier Rs 
17.75 per pound. Earlier the 
pound sterling had become 


cheaper by 15 paise followmg 
the upvaluation of the rupee 
by 0.85 per cent by Reserve 
^nkoflndia(RBI)on May 4. 
The Reserve Bank had fixed 
a middle rate of Rs 17.75 
against the earlier 17.90 per 
pound. 

PlentBtioiis for Peper 

The Union Industry Mini.s- 
ter, Dr Charanjit Chanana, 
convened a meeting of Chief 
Executives of State Forest 
Development Corporations re¬ 
cently to discuss “Raising of 


Industrial l^tatidfii** wi^ 
particular reference to the raw 
materia] r^uirements of paper >- 
industry. The conference also 
discussed creation of research 
facilities which will have to 
select and list out the species 
which can be raised in a parti¬ 
cular locality on the basis of 
homoclimal comparisons. 

The expansiem and moderni- 
Station of existing facilities for 
training in forestry to meet 
the requirements of integrated 
development of forestry and 
forest-based industries were i 



STATEMENT OF POSITION 


Slat December^ 1979 LIABILITIES 


Rs. 

2 . 00 . 00,000 

13.62,30,000 

2162,28.72.882 

56,48.80.022 

22.21.46.480 

112.01.79.110 

42.25.15.762 

224.27.30.937 

67.00.483 
67,00.483 
N I L 

350.00,518 

88 . 00.000 

192,00,000 


Capital: Paid up Capital 
Reserve Fund etc. 

Deposits and other Accounts 
Borrowings from Banks & Agents etc. 

Bills payable 

Bills for collection per contra. 

Other Liabilities 

Acceptances, Endorsements etc. per contra 
Profit 8i Loss Account 
Balance as per last Balance Sheet 70, 

Less Transferred to Central Govt. 

Profit for the year 400, 

Less transferred to 

(i) Reserve Fund 120, 

(ii) Contingency Reserve 200 

Balance to be transferred to 


31st December, 1980 
Rs. 

2 , 00 , 00.000 
14,82,30,000 
2765.02.81,648 
itc. 82,47,66.428 
38,16.57,051 
169.37.94,083 
65.69.81.172 
r contra 312.90.60,248 


>,00.518 
>.00,518 
N I L 
.07,569 

>.00.000 

>. 00,000 


70.00.518 

Central Government 

80.07,669 

263585.55.711 

ASSETS 

3451.27.78.199 

298,82,77.607 

Cash In hand and with Banks 

408.91.46.055 

2.43,90,000 

Money at call and short notice 

38.51.55.250 

676,43.63.964 

Investments (at or below cost) 

862.31.99.569 

1228,06,83,864 

Advances 

1536,16.16.677 

112,01,79,110 

Bills for col lection per contra 

169.37,94.083 

224.27,30.937 

Acctptances, Endorumants ate. oar contra 312,90,60,248 

2,45.24.009 

Premises 

2,92,96,349 

7,72,87,063 

Furniture & Fixture 

10,09,00,398 

83,60 22.645 

Other Aesets 

111,04,93,678 

96,712 

Non Banking Assets 

1,16,992 

2636.85.66.711 


3451,27,78.199 
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ijoti at the conference. 

^ The conference also discus- 
||^ initiating of forestry acti¬ 
vities for a close link between 
the existing and prospective 
industries. In this context the 
conference also considered the 
setting up of a separate wing 
in the Ministry of Industry 
to meet the requirements of 
the industry in general and 
pulp and paper in particular. 
The special wing would pro 
mote man-made forests with 
|a view to maintain ecological 
■palance and to meet the increa¬ 
sing requirements of the in¬ 
dustry. This wing would also 
function as a nucleus for the 
take-off of forestry activities 
on a much larger scale in 
terms of promoting social 
forestry, arranging finance for 
the developmental activities, 
advising on the establishment 
of wood-based industries, 
m^iintenance of forest eco¬ 
system etc. 

Increased Output of 
Xouimercial Vehidss 

Over 25 per cent growth in 
the production of commercial 
vehicles during 1980-81 has 
been achieved creating an all 
time record. The total pro¬ 
duction of all categories of 
commercial vehicles was 71,877 
during the year as against 
57,441 in the previous year. 
The target ted production for 
the year was 67,000 and the 

E erformance over the target 
as been about /.5 per cent. 
With reference to the installed 
capacity of 95,000 numbers of 
vehicles the production re¬ 
presents a capacity utilisation 
of over 75 per cent. Almost 
all the manufacturers have ex¬ 
ceeded their targets for the 
year. 

The record production has 
been made possible by the 
close monitoring exercised and 
the assistance extended bv the 
Government to the industry. 
Facilities were given to import 
critical components wherever 
there was a shortfall in in-* 
digenous supplies. Assistance 
ms also extended for the 
import of diesel generating 
^sets for the alimentation of 
power availability. Input sup¬ 
port was provided to enable 


iiii ccHfliiii^'ooiog of addi¬ 
tional capacities licensed to 
the maximum possible extent. 

The significant increase in 
production has to a consider¬ 
able extent helped in meeting 
the pending demand for com¬ 
mercial vehicles and reducing 
the waiting period. Supplies 
of chassis to the State Road 
Transport Undertakings have 
been stepped up so as to meet 
their entire requirements. 
During the year 1981-82, the 
production of commercial 
vehicles is expected to in¬ 
crease substantially. 

Consuhancy Contract 
in Afghanistan 

The Water and Power Con¬ 
sultancy Services (India) Ltd 
(WAPCOS), a public under¬ 
taking under the Union Minis¬ 
try of Irrigation, has signed a 
contract with the Helmand 
Construction Corporation, an 
Afi^an Government under¬ 
taking to provide technical ser¬ 
vices for various water re¬ 
sources development projects. 
The contract was recently 
signed by Mr A.K. Pal, Chief 
Engineer of WAPCOS and 
Mr Aqa Mohamed, President 
of the Helmand Constriclion 
Corporation in Kabul. Dr 
Raz Mohammed, Minister of 
Water and Power, Afghanistan, 
was also present on the occa¬ 
sion. 

Under the contract valued 
at 500,000 US dollars, 
WAPCOS will depute techni¬ 
cal experts in various fields of 
construction engineering to 
offer consultancy services and 
to train Afghan personnel. 
The contracts will cover a 
period of two years. The 
company is working as con¬ 
sultants to the Government 
of Afghanistan on a number 
of important multi-purpose ir¬ 
rigation and power projects 
which include l^lma Dam Pro¬ 
ject, Khanabad Irrigation and 
Drainage Project, Kajalaii 
Hydro-Electric Power Project, 
Khanabad Hydro-Electric Por- 
ject and micro hydel schemes. 
The company in association 
with a renowned consultancy 
firm of France, M/s Coyne 
£t Bellier, entered into a con¬ 
sultancy contract with the 
Ministry of Water and Power 


A4;)[ianiistaii ^or preparbig 
feasibility study for the Warscj 
Project. 

Water and Power Consul¬ 
tancy Services (India) Limited 
was established in 1969 by 
the Government of India to 
provide expertise to friendly 
developing countries for the 
development of their water 
and power resources. It is 
recognised as one of the lead¬ 
ing consultancy organisations 
in Asia in the field of planning 
and development of irrigation, 
flood control, hydro and ther¬ 
mal power, water supply, 
ground water surveys etc. in 
17 countries in Asia and 
Africa. These include Afgha¬ 
nistan, Bhutan, Burma, Iraq, 
Nepal, Nigeria, Philippines 
and Sri Lanka. 

Norwegian Assistance 
for Family Planning 

A new agreement was signed 
between India and Norway 
for the extent ion of the 
All India Hospitals Post-Par- 
tum Family Welfare Program¬ 
me to 50 sub-district hos¬ 
pitals. According to this 
agreement, Norway will be 
providing a grant of 23 mil¬ 
lion Norwegian Kroners i.c. 
about 3.5 crore rupees for the 
financing of the project during 
1981-83. The Norwegian 
Agency for International Deve¬ 
lopment (NORAD) is pro¬ 


viding SaMPeial H 

the All India Hospitals,JP m 
Partum Family Welfare Fr^ 
ramme in rural areas. 

The programme is aimed^ 
maximising the extent of e|S 
tive contraception among ^ 
target population by upgradjEu 
hospitals to enable them 
focus attention primarily 4 
obstetricaland abortion ca8il| 
So far the Government i 
Norway has agreed to gif 
financial assistance to the tUq 
of about 33 crores of ru|>l# 
under this programme. 
funds provided by NOR4| 
are utilised mainly to exteif 
facilities to all the dism 
hospitals and medical collei| 
for the implementation g 
family planning programi^ 
in the country. | 

The agreement was sigilf 
by His Excellency Mr W 
Gulowsan, Ambassador c 
Norway on behalf of Goveig 
men I of Norway and b 
Mrs Serla Grewal, Additioni 
Secretary cum Commission 
(FW) on behalf of Govern 
ment of India. 

Import of Edible OHo 

Mr Braja Mohanty, Depitl 
Minister for Civil SuppUt 
told Rajya Sabha recently till 
the Government was not thill) 
ijig of entrusting the Naticirt 
Cooperative Consumers’ Fcdl 
ration (NCCF) with the 


Development Oriented Coins on 
Rural Women's Advancement 


Corrigendum 

The period of booking for UNCIRCULATED COIN SETS 1980 
the India Oovemraent Mint, Bombay is heieby extended upto 30tb Ma 
1981 as Government of India have decided to give permission tolnd 
Government Mint, Bombay to export these coins containing silver, 7| 
earlier advt. giving complete details appeared in this paper on 1? 
April 1981. ^ ; 

INDIA GOVERNMENT MINT, t 
GENERAL MANAGER, 

BOMBAY 

davp. 81/39 '! 
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ng ediUf eh«« He 
State Trading Cor- 
tlon of India (STC) has 
i designated by the Ck)vem- 
I as the agency for the 
E>rt of edible oils and its 
uejQt supply to the 
es/Union Territories for 
iibution to the consum'^rs 
L the public distribution 
The Minister denied 
t the STC had not been 
to maintain regularity in 
[import and distribution of 
oils. The Minister 
tier disclosed that while 
,STC will continue tc be 
listed with the task of 
rting edible oils, it has 
suggested to the NCCF 
l^kc the initiative regard- 
jvdistribution of edible oils 
[some Slates/Union Tciri- 
particularly those in 
Nortn-Easlcri region in 
llltation with the rrspec- 
State/Union Territory 
ernme'ts. 

th-Eastern 
Supplies Corpn. 

.0ie Union Government will 
the States in the North 
Itern region in setting up 
Suppl i es Corpoiii I i on s 
H the necessary outlay for 
tt'^ur(x>se is being provided 
proc Sixth Five Year Pla-i. 
distance will also be pro- 

t id for opening cf outlets 
, difficult and inaccessible 
%s, construction of godowns 
m training of personnel 
in the activities of 
> corporations. 

present there arc Civil 
Aies Corporations in 12 
of which three have 
jfatly been set up in Delhi, 
cnal Pradesh and Orissa, 
f/Government is making 
‘ttcd efforts to further 
then the public distri- 
system as a permanent 
i^re of the economy. Func- 
vae of the public distri- 
system is reviewed from 
to time ill consultation 
the Stale Governments 
the concerned Union 
[tries and Departments, 
latest review was con- 
at a meeting of the 
i, Civil Supplies Ministers 
<«i March 7, 1980. Sub- 
itly a team of senior 

BCONQMIST 



officers from the Centre visited 
various States to see the func¬ 
tioning of the public distri¬ 
bution system. 

At present there are 2.75 
lakh fair price shops function¬ 
ing in the country, covering a 
total population of 6110.3 
lakhs. Supply management 
and all its relevant structures 
have been included as impor¬ 
tant component of Plan policy 
and programmes in the Sixth 
Five Year Plan. It has been 
decided to assist the various 
infrastructure institutions avail¬ 
able with the States for 
supporting the enlarged public 
distribution system. 

Dbtribution of 
Essential Commodities 

Rao Bircndra Singh, 
Minister for Agriculture, Rural 
Reconstruction, Irrigation and 
Civil Supplies has requested 
the State Governments to 
ensure that the quantities of 
various essential commodities 
supplied by the Union Govern¬ 
ment were properly distributed 
and the distribution system is 
brought under proper vigilance 
and supervision. In a letter 
addressed to all Chief Ministers 
on April 9, 1981, RaoBirendra 
Singh has requested that the 
acliop against hoarders, black 
marketeers and other anti¬ 
social elements with view to 
curbing malpractices may be 
intensified under the Essential 
Commcditics Act and similar 
other enactments. The Minis¬ 
ter has further suggested 
strengthening of supply 
arrangements both at the dis¬ 
trict and Slate level. The 
States have been asked to 
suggest measures for making 
to provisions of various en¬ 
actments more effective. 

New Telecom 
Fectories 

The Post and Telegraph 
Department has decided in 
principle to set up two large 
electronic switching equipment 
factories each with an annual 
production capeity of five 
lakhs lines during the eighties 
(1980-90) at an estimated cost 
of Rs 60 crores each. The 


location of these factories has Mr Sinha is cloicfy assb^ 
not yet been decided. As far ciated ynih the Association of 


p telephone instruments (used 
in subscribers* premises) are 
concerned, the increase in 
P & T requirements is pro¬ 
posed to be met by augmenting 
the production capacities in 
the existing factories of the 
India l 1 Telephone Industries. 

Keeping in view the widen¬ 
ing gap between the indi¬ 
genous production and de¬ 
mand of telecommunication 
equipment, inevitable import 
of certain items of telecom¬ 
munication equipment for 
some time to come, is contem¬ 
plated. However, the full 
requirements of telephone in¬ 
struments will be met by in¬ 
digenous production. The anti- 
cipted foreign exchange for 
imports during the years 1981- 
82 and 1982-83 is expeted to 
be about Rs 70 crores and 
Rs 80 crores respetively. The 
countries of imprl will be 
decided on each item based 
on comptitive offers received 
against tenders. 

Names in the News 

Mr T.D. Sinha, Managing 
Director, Indian Aluminium 
Co Ltd, has been elected 
President of the Association 
of Indian Engineering Industry 
(AlEl) for the year 1981-82. 

Mr Sinha joined the Indian 
Aluminium Co in 1949, be¬ 
came its Secretary in 1960 and 



Mr T. D. Sinha 


joined the Board of Directors 
in 1967 and became the Joint 
Managing Director in the year 
1977. 


Indian Engineering Industry^ 
and was (Siairman of its 
Eastern Region during 1978- 
79. He was Vice-President of 
AIEI in 1980-81. Mr Sinha 
is also on the Committee of 
the Bengal Chamber of Com¬ 
merce and Industry. He was 
President of the Calcutta 
Management Association in 
1977-78. 

Mr Jagdish Kapur, Exe¬ 
cutive Director, Tne Atlas 
Cycle Industries Ltd, has been ^ 
elected as the President of All 
India Manufacturers Organisa- 



Mr Jagdish Kapur 

tion (AIMO). He is Executive 
Director of the Atlas Cycle 
Industries Ltd, Sonepiit; Direc¬ 
tor, The Milton Cycle In¬ 
dustries Ltd, Soncpl; Director 
Atlas Auto Cycles, Sonept; 
Director, Sivalik Cellulose Ltd, 
New Delhi; Director; Punjab 
Stores Pvt Ltd, Delhi, Kanpur, 
Bombay and Sonept and 
Partner, Jankidas and Co. ^ 
(Deptt. Store) New Delhi and 
Simla. 

Dr G.S. Sidhu has taken 
over as the Director Genera], 
Council of Scientific and In¬ 
dustrial Research and Secre¬ 
tary in Deprtment of Science 
and Technology, Government 
of India. He was Director, 
Regional Research Laboratory, 
Hyderabad, from 1963 to 1980 
and Chairman, NRDC* 

Mr R. Raghuputfay has been 
re-appointed Chairman-cum- 
Managing Director, Syndicate 
Bank. 
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All India Manufacturers^ Organisation 

(Delhi Haryana Puqjab Regional Board) 


Address by Sbri M.K. Mohta, Chairman at the 3rd Annual General Meeting 
on 21st April 1981, at Hotel Imperial, New Delhi 


Gentlemen, 

lam liappy to welcome you 
all today to the Third Annual 
Upeneral Meeting of AIMO 
"DHP) Regional Board. To 
you, Mr B.B. Singh, I accord 
a special welcome. We indeed 
deem it a privilege to have 
you with us today inspite of 
your busy schedule. Friends, 



Shri M,Ke Mohta 


at the outset, 1 would like to 
introduce to you Shri B.B. 
Singh. 

About the Chief Guest: 

Shri B.B. Singh 

L- Born on March 1, 1928, 
Shri B.B. Singh took his 
Masters Degree from the Uni¬ 
versity of Allahabad and enter¬ 
ed the Defence Accounts Ser¬ 
vice in 1953. He was Coiitrol- 
ler of Accounts from 1960-62 
with International Commission 
for Supervision and Control 
for Vietnam, Laos and Cam¬ 
bodia. Thereafter he worked 
in various responsible posi¬ 
tions like Dy. Secretary in 
the Ministry of Finance from 
where in 1966 he was deputed 
to the University of Harvard, 

^ USA as Public Service Fellow 
and took his Masters Degree 
in Public Administration. In 


1969 he took over as Chair- 
man-cum-Managing Director 
of Hindustan Copper Ltd., irt 

1970 as Financial Adviser to 
the Indian Farmers Fertilizer 
Co-operative Ltd., and later 
on with his capability and 
dynamism he reached the posi¬ 
tion of Chairman and Manag¬ 
ing Director, National Ferti¬ 
lizers Ltd. in 1975. In 1979 
he was on the Board of 
Directors of JRCI and IDBI 
besides being a member of 
Board of the Trustees of Risk 
Capital Foundation, Director, 
Delhi Stock Exchange Asso¬ 
ciation, and a member of the 
Board of Trustees of Unit 
Trust of India. Today he 
is the Chairman of IFCI, 
one of the leading Financial 
Institutions ip the country and 
responsible for providing vital 
hnancial inputs to industry. 

About AIMO: 

About our own organisa¬ 
tion, the AIMO, may 1 simply 
state that it was established 
in 1941 by Bharat Ratna 
Dr. Sir M. Visvesvarya, an 
eminent Engineer, Planner, and 
known for the slogan “Pros¬ 
perity through Industry”. Since 
then, it has been our endea¬ 
vour to pursue this objective 
continuously and persistently. 
Today we take pride in the 
fact that we serve not cnly 
large and medium industries 
but also small scale ones, 
whom we believe best in ed to 
play a very vital role in the 
task of providing employ¬ 
ment along with spreading 
entrepreneurship. 

Economy in General: 

Friends, the decade of 70*s 
terminated on a sour note for 
our economy. There was a 
general deterioration almost on 
every front including low pro¬ 
duction ill agriculture due to 


failure of monsoon. The 
failure of infrastructure and 
non-availability of sufficient 
quantity of raw material, re¬ 
tarded the growth in industrial 
production. Not only this, the 
political uncertainties were also 
growing, which had an adverse 
impact on the general invest¬ 
ment climate. The rise in oil 
prices was nearly 100% in 1979 
and another 50% in first half 
of 1980 which increased our 
import bill, contributed to the 
larger foreign exchange deficits 
and put our economic calcu¬ 
lations out of gear. In such 
a situation, planning for new 
business or industry, as you 
all know, becomes extremely 
difficult. 

1981 heralds the beginning 
of the new decade. The foixl 
production is expected to be 
14% higher than last year, and 
the national income is ex¬ 
pected to increase by 5% in 
1979-80, i.e. the economy has 
not succumbed to the negative 
pressures built earlier. Friends, 
now is the time to not only 
consolidate but accelerate the 
rate of growth, as it is the 
only instrument for achieving 
the national objective of social 
justice in the shortest possible 
time. 

Union Budget 1981-82: 

Mr. Venkataraman’s second 
Budget has been welcomed by 
the common man inasmuch 
as it has taken about 1.4 
million people out of the 
income lax net. Also there 
being no significant change 
in the rate structure of the 
excise duties, price's of articles 
of common man’s consump¬ 
tion may not increase in the 
short run. To an anxious 
housc-w'ife fearing a further 
hike in the prices of articles 
of daily use, the budget has 
come as a relief. 


The implications of 
Budget, however, need a cai^ 
ful study. It came at a tfi^ 
when a 10% incres( 
in the prices of petroleum ai^ 
petroleum products had g 
ready been announced. Thd 
had also been an across u 
board increase of 15; 
in railway freight along wli 
upward revision in the prio 
of steel and coal. The: 
measures would place a bur^ 
of Rs. 2500 crorcs per yei 
on the economy. 

The budget was present! 
almost immediately after tl 
National Development Cou 
cil finalised its Sixth Fi 
Year Plan proposal with 
target outlay of Rs. 97,5i 
crorcs in the public sectc 
The budget provided for a 
nual outlays at the rate 
around Rs. 15,000 crorcs p 
year during the first two ye^ 
of the Sixth Plan (which won 
amount to about l/3rd 
the total plan outlay). Apt 
from Rs. 97,500 crorcs outl 
in the public sector, the Six 
Plan also envisages an outl 
of about Rs. 75,000 croa 
in the private sector. Tl 
is a huge amount but, i 
fortunately, the Finance Mil 
ter did not throw any lt| 
on the all important questi 
of ways and means of t 
private sector. Apart from 
nominal concession of 
percentage points in the fi 
charge on corporate tax, wh 
has more of a psychologi 
value, the budget contains 
incentives for savings and 
vestment, relative to the U 
at hand. 

Capital Market: 

The Finance Minister ! 
placed a ceiling on the r 
of interest that can be offq 
by companies on their depos 
He has also raised the | 
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bte inaxiinuiii rate of 
fit on debentures. It 
however, be utterly 
ealistJc to hope that these 
asures alone would channel 
estible funds into equities. 

policy makers seem to 
firmly of the conviction 
It shutting out one channel 
‘ 1 make money flood into 
her automatically. Un- 
tunately life is never that 
lie. All that a ceiling on 
est on deposits would do 
I be to deprive the smaller 
lesser-known comptinies 
this avenue of resources, 
far as equities are con¬ 
ned, they can never become 
ficicntly popular so long 
the high interest policy 
ntinues to be followed. It 
Uld take a very dedicated 
estor indeed to wait for 
Shears for the first return 
accrue on his equity invest- 
ttt, when he can double 
^ money over this period 
? time. The present bullish 
jsase on the stock exchanges 
“ be very misleading unless 
is recognised that shares 
“ existing companies arc 
ijj^rcciating for the simple 
^^>Jsson that investors expect 
very many new industries 
|l>e established, thus leaving 
^^ existing ones in a comfor- 
Ip^le position. What is chccr- 
wefi shareholders should 
jjjgtitually cause great anxiet> 
1 ^ persons responsible fer the 
|f 4 i|!erall development of the 
IHg^Pnomy. If the Government 
I ^^ally serious in reviving the 
|mW. issues market, it would 
to take the following 
^ps : 

V. Slashing the interest rates 
Ifbss the board-on bank 
;>sits, bank loans and in- 
l^i*ational loans, 

Exemption from personal 
>mc tax and capital gains 
on amounts invested in 
issues, 

i^r<a. Similarly, reduction in 
jfporate tax on amounts in- 
)iied in new issues, 

4. Allowing bank advances 
t shares, and 

Allowing compfinies to 
r a minimum return to their 
j-cholders ' say 8% even in 
absence of profits during 
gestation period. 

' am aware that my last 

BaaNOMUT 



su^estion is almost certain to 
raise eyebrows. However, 1 
fail to see why the poor equity 
shareholder should be singled 
out for sacrifices when interest 
can be continued to be paid 
on loans which form the pre¬ 
dominant source of funds for 
any project. 

Resources for Development: 

While on the question of 
resources for the private in¬ 
dustrial sector, I would strongly 
urge the authorities not to 
precipitate a crisis by insisting 
on the implementation of the 
Chore Committee report. The 
tight money policy of the 
Reserve Bank is unfortunately 
based on the mistaken notion 
that bank credit is primarily 
responsible for inflation. The 
vast difference in the condi¬ 
tions prevailing in western 
countries, from whom this 
philosophy has been borrowed, 
and our own has been totally 
ignored. Unlike in the West, 
bank credit in India does not 
finance consumption purchases. 
Any tightening of credit in 
India thus inevitably leads to 
starvation of development 
needs. In the political climate 
prevailing in India and the 
conditions on the labour front, 
companies must even “beg or 
steal*’ (borrowing being denied 
to them) to keep their current 
operations going. But deve¬ 
lopment can and does get the 
axe whenever availability of 
finances is uncertain—or per¬ 
haps certain to be absent. 
It is high time that we give 
serious thought to the question 
whether slowing down of deve¬ 
lopment would be in the long 
term interest of the economy. 
Would this policy not aggra¬ 
vate the very inflation that it 
aims to control? 

No less a person than 
Shri L.K. Jha, noted econo¬ 
mist and former Governor of 
RBI, had opined that inflation 
in India was not the effect but 
perhaps the cause of mone¬ 
tary expansion. What wc 
generally refer to as inflation 
is actually a shortage of select¬ 
ed commodities and this short¬ 
age can be cured by higher 
production alone. Demand 
management can only bring 
about stagnation, continued 


shortage and black marketing, 
causing, in the long run, even 
greater distress to the con¬ 
sumer. 

The industrial sector today 
faces a tremendous shortage 
of funds on all three fronts, 
namely, for working capital, 
fer m^ernisation and replace¬ 
ment and for expansion. While 
the Chore Committee recom¬ 
mendations would reduce fur¬ 
ther the availability of funds 
for current operations, the 
quaint method of allowing de¬ 
preciation on historical costs 
straves industries of funds 
needed for replacement and 
renewal. Wc helplessly witness 
the sorry spectacle of even 
profitable companies having to 
go into debt just to main¬ 
tain their existing productive 
capacity, owin^ to high tax 
liability on largely fictional 
profits and resultant in¬ 
adequate residual funds for 
replacement. 

The requirement of funds 
for expansion of existing units 
is as important, if not more 
so, as for creation of new 
capacity. It is axiomatic that 
a unit has to continue to 
grow in order to maintain 
its viability. We in the AIMO 
are extremely worried at the 
bleak prospects of getting 
adequate funds from financial 
institutions. 

The development of financial 
institutions has undoubtedly 
been the single most important 
factor responsible for the in¬ 
dustrial growth of the last 
three decades. The continued 
expansion in their scale of 
operations is all the more 
essential today when the coun¬ 
try is faced with a great 
challenge. Not only is a 
greatly accelerated industrial 
development essential to supply 
our growing population with 
their needs but it is indis- 
pensible to pay for our ever 
increasing imports, particularly 
oil. The enormity of the pay¬ 
ments problem can be guaged 
from the fact that our oil 
import bill is estimated to 
rise to $ 50 billion or Rs 
40,000 crores by the year 2,000. 
Japan-*-and more recently 
Korea—has shown to the world 
the path to affluence, even 
against the heavy odds of 
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absefice of domestic natural 
resources, by rapid industriali¬ 
sation and adoption of modern 
technology. It would be a 
great tragedy in the pace of our 
industrialisation is arrested 
due to lack of finance. 

While the politicians never 
tire of preaching to industry 
apinst “ovcr-reliancc** on pub¬ 
lic funds, no one has cared to 
spell out what are the alter¬ 
native sources, in the context 
of State control of institu¬ 
tionalised savings, such as bank 
deposits, life insurance and 
provident fund, inadequacy of 
savings due to high taxes both 
direct and indirect and the 
unattractivencss of industrial 
equities due to the dear money 
policy. It is not that the 
Indian public has not made 
sacrifices in the interest of 
development. Savings amount¬ 
ed to 22 % of the GNP, 
which is incrcdibl> high for 
a poor country. The question, 
however, is what did this 
sacrifice achieve ? What re¬ 
turns were earned from this 
enormous so-called investment? 
Why did it result in inflation 
instead of development ? The 
answer to these unpleasant but 
pertinent questions would give 
a clue to the causes of the 
present crisis ranging from 
unemployment to . foreign ex¬ 
change deficits to inflation. 

While the operations of 
financial institutions have in¬ 
creased in depth and scope 
during the last quarter of a 
century, the responsibility to 
be shouldered by them during 
the decade of the 80’s will 
be even greater. We fervently 
hope that the Govemmcilt 
would not make it difficult 
for them to meet this challenge 
by creating a shortage of re¬ 
sources. Wc in the AIMO 
simply fail to understand how 
the disbursements by a deve¬ 
lopment bank can be branded 
inflationary, when they arc 
the most anti-inflationary out¬ 
lays anyone can think of. 

While on the subject, I 
would also like to mention 
that the procedures of the 
institutions have over the years ] 
become increasingly complex 
and time-consuming. One can- 
not help feeling that there is 
immense scope for aimpli- 

UKYlS,im 



iicaticm and acceleration, parti¬ 
cularly in areas like project 
^^^raisal, title verification, co- 
HRdination with other insti¬ 
tutions and disbursement. It 
would, in our view, be a 
rewarding effort to examine 
how far the cumbersome pro¬ 
cedures of appraisal and docu¬ 
mentation have really helped 
the institutions. 

Industrial backwardness of 
Delhi, Haryana, Punjab Region: 

The States of the Northern 
legion, which account for 
(Re-third of the population of 
India, contribute a bare 21% 
of production in the organised 
sector, 22 % of factory employ¬ 
ment and 25% of the invest¬ 
ment. The share of these States 
in industrial production is 
very low. They have been first 
in absorbing modern agricul¬ 
tural technology, and therefore 
contribute substantially to the 
production tf foodgrains. But 
wnile their achievements have 
been creditable in the agri- 
i^ulturul sector, as far as in- 
^lustry is concerned, the area 
is backward. Today the green 
revolution has reached a 
saturation point and the small 
and medium industries have 
also started to feel the stag¬ 
nation. Rapid industrialisa¬ 
tion is now the only way for 
them to maintain their per 
capita income. 

Need for large Industry and 
Constraints : 

The industries operating in 
these areas suffer from certain 
locational disadvantages, e.g. 
distance from sources of vital 
llljaw materials, like coal and 
steel, absence of mineral re¬ 
sources and distjince from 
ports. Despite the disadvan¬ 
tages, industrial growth can 
still take place if a number of 
large projects, both in the 
pub^lic and private sectors, are 
encouraged to be set up, which 
in turn can help the develop¬ 
ment of ancillary and down¬ 
stream units. 

Industrial Policy 

While pious intentions about 
^apid industrialisation have 
^een uttered by Government 
spokesmen on more than one 
occasion, precious little has 




been done to translate them 
into reality. The MRTP Act 
continues to be a stumbling 
block in the way of large 
projects. The financial level 
for branding a house as 
‘Targe” continues to be Rs 20 
crores inspite of changed cir¬ 
cumstances. Medium level 
promoters are also hamstrung 
by the operation of IDR Act. 
Applications for licences are 
often turned down on the 
plea of “capacity constraint” 
even though it has been our 
experience that the economy 
had suffered much more from 
under-production than over¬ 
capacity. The Industries Minis¬ 
try seems mortally afraid of 
“over production’* and suc¬ 
ceeds only in providing com¬ 
fortable sellers’ market for the 
chosen few. 

To us in the AIMO the 
pleas of shortage of physical 
resources and the limitation 
of market sound rather hollow, 
when Japan, Hong Kong, 
Taiwan and a number of 
other countries have shown 
conclusively that development 
can be achieved by regarding 
the entire world as the supplier 
of inputs and consumer of 
manufactured goods. 

Two more areas where re¬ 
thinking is essential are foreign 
investment and controls. Wc 
must discard the fear psychosis 
generated by 19th Century ex¬ 
perience of foreign economic 
exploitation. Surely we as 
a nation are not all that weak 
as not to be able to success¬ 
fully regulate any industrial 
enterprise—whether Indian or 
foreign-owned—if so demanded 
by national interests. On 
the other hand, the massive 
investment needed for lifting 
the economy out of the pre¬ 
sent morass in a reasonably 
short time, cannot materialise 
without the infusion of size¬ 
able foreign investment. With 
investment will flow modern 
technology, so sorely needed 
by us at the plant as well 
as at the office level. If in 
the process a small amount 
has to be paid out as royalties 
or diividends, it will surely 
be a very small price for the 
development it will generate. 

I do not wish to take the 
time of the house to dwell 


at length on the evil efifects 
of unnecessary controls, which 
slow down development, give 
rise to corruption and erosion 
of moral values, give an im¬ 
petus to black-marketing and 
punish the honest person, lil- 
timately they defeat the very 
purpose for which they are 
imposed in the first place, 
namely, to provide social jus¬ 
tice. 

Image of Business : 

Before I conclude I would 
like to address a few thoughts 
to my fellow members. Today 
the image of business in India 
is anything but flattering. A 
community which generates 
wealth, creates employment 
and saves or earns foreign 
exchange is taken to be simply 
a bunch of black-marketeers 
and tax-evaders. To some 
extent the isolation of busi¬ 
nessmen from the rest of the 
people may be responsible for 
this image. Businessmen must 
therefore strive to bring home 
to the public their useful role 
in nation building. On the 
one hand they should increase 
their participation in social- 
uplift activities and on the 
other avoid conspicuous con¬ 
sumption and ostentation. But 
above ail, 1 would appeal to 
my colleagues to go on doing 
their duty towards society by 
engaging in the creation of 
wealth despite all odds. After 
all, we businessmen know only 
one way of serving mother 
India and wc must not allow 
ourselves to be detracted by 
uninformed criticism. Work 
to us must be its own reward 
and satisfaction of doing a 
job well much more precious 
than the bottom line of our 
accounts statements. 

Personal Note : 

May 1 end on a personal 
note. I have been Chairman 
of AIMO (DHP Regional 
Board) for two terms. During 
this period, I have had dis¬ 
cussions with many of my 
colleagues and sought their 
advice on various matters. I 
am thankful to them all. 
During this period the Organi¬ 
sation did a lot of useful work 
but obviously there arc many 
unfulfilled tasks to which my 


distinguislictf mimasor mw 
have to address himself^ 
can be no limit to work di 
effort, for new challenges had 
to be faced all the time. J 
am sure, the AIMO Secretarlip 
will prove equal to the tasp 
under the able and dynamlig 
leadership of the incominjf 
Chairman, Shri Jagdish Kapur^ 
My work as Chairman waji 
considerably lightened by:ti^ 
active co-operation which 
received from the Vice Chaiirv 
men, Shri Jagdish Kapur and 
Shri Vivek Bhaskar, membeni 
of the managing committee, 
chairmen of various paneif 
and our past president^ 
Shri K.G. Kho.sla and Lala 
Hansraj Gupta. To the Chaif^ 
man-elect Shri Jagdish Kap^ 
I am particularly indebted few 
his unfailing support. 1 anr 
also deeply thankful to th< 
members of various committeef 
and panels who have beet 
giving proper feedback to th< 
AIMO office. Last but no 
least the Secretariat did a| 
excellent job under our un 
tiling and ever active Sec 
retary Dr Y.R. Singh, 
record my appreciation of thei. 
work. My thanks to all o 
them and best wishes for^j 
bright future. 

Jay Shree Tea & 
Industries Limited. ; 

Notice to the Shareholders 
NOTICE is hereby given tha 
the 35th Annual Genera 
Meeting of the Shareholder 
of the Company will be heh 
on Tuesday, the 14th July, 198 
at 3.30 p.m. at 'Birla Building; 
9/1, R. N. Mukherjec Road 
Calcu1la-7()0 001 and it 
Agenda has bcen/will b 
circulated to all members o 
the company in time. 

The equity Share Transfe 
Registers (Registers of Mein 
bers) will remain closed frot 
19.6.1981 to 14.7.1981 bot 
days inclusive, for the purpos 
of payment of dividends. 

By Order of the Board 
for Jay Sliree Tea & Industry 
Limited 
B. C. Biyani 
President 
Registered Office ; 
‘INDUSTRY HOUSE’ 

10, Camac Street, 
Calcutta-700 017 
Dated, the 8th May 198) 
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YiiAR 1980 witnessed a 
significant ijiiprovemcnt both 
in the production and sales 
turnover of Texmaco. Pro¬ 
duction at Rs 51.12 crores 
and sales at Rs 50.39 crores 
during the year represent a 
32 per cent and 36 per cent 
increase respectively. This has 
been on account of sizeable 
increase in the production and 
sales of the wagon, textile 
machinery and road roller divi¬ 
sions. In view of its expand¬ 
ing base of production c'md 
technology, the company looks 
forward to faring significantly 
better in the current year. 
From Rs 2.16 crores in 1979, 
the gross profit of the com- 
aany rose to Rs 3.68 crores 
n 1980. The Directors have 
’ccommendcd 20 per cent divi- 
iend on equity capital. 

The rolling stock division 
>f the company witnessed a 
najor spurt in wagon pro- 
lucticn which rose, in 1980, 
;o 4313 four-wheeler units as 
igainst 2875 units in 1979. 
Inis production included 3629 
inits for the Indian Railways— 
Ae highest among the coun- 
;ry’s wagon manufacturers. 
The cement project is under 
mplcmcntr^ticn as a division 
jf the company. Tcxmaco 
tuts approiiched the Govern- 
nent for permission to diversi¬ 
fy into the shipping industry 
with a view to augmenting 
the country’s shipping tonnage. 

Punjab National Bank 

Punjab National Bank has 
recorded an all time growth 
during the year 1980 with 
total deposits going upto 
Rs 2765 crores as against 
Rs 2162 crores at the end of 
1979, Percentage growth was 
Jj7.9 per cent as compared to 
2S.9 per cent during 1979. 
|Tic growth rate has beer 


much above the banking, sys¬ 
tem and the bank has attained 
No. 1 position in deposits 
amongst the nationalised 
banks. 

Total advances went up from 
Rs 1228 crores in 1979 to 
Rs 1535 crores during 1980 
thus showing increase of 25.0 
per cent in credit expansion as 
against20.2 percent in 1979. 
Bank’s gross income went up 
from Rs 169 crores toRs 217 
crores and profit after provid¬ 
ing for taxiition but before 
provision for bonus from Rs 
3.50 crores to Rs 4.00 crores. 

Priority Sector 

The Bank has made signi¬ 
ficant progress in stepping up 
advances to priority sectors 
which touched Rs 548 crores 
at the end of 1980 against 
Rs 385 crores at the end of 
1979. The absolute increase 
has been Rs 163 crores during 
1980 as against Rs 94 crores 
during 1979. The percentage 
increase has been 42.4 per 
cent as against 32.1 per cent 
during 1979. The ratio of 
priority sector credit to total 
credit has gone upto 37.8 
per cent at the end of 1980 
as against 32.3 per cent as 
at the end of 1979. The 
number of borrowal accounts 
went upto 520,000 as against 
J 10,000 in 1979. The sector- 
wise break-up of priority 
sector credit is Rs 231 crores 
to agriculture, Rs 240 crores 
to smalkscale industries and 
Rs 46 crores to transport 
operators and the remaining 
to other small borrowers. 

The percentage of agricul¬ 
tural advances to total credit 
went upto 15,9 per cent as 
against 13,5 per cent at the 
end of 1979. Thus the bank 
has almost achieved the target 
of 16 per cent to be reached 
by March 1985. During the 
year 1980, the bank opened 
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new offices out of wfaicti 
122 were at rural centres. 
The total number of offices 
at the end of 1980 was 1680 
which included three offices in 
the UK. The ratio of offices 
at rural and semi-urban centres 
is 70 per cent. The number 
of offices in 41 lead districts 
allotted to the banS is 662 in 
1980 as against 565 in 1979. 
Bank has sponsored seven 
regional rural banks with 266 
offices. 

In order to implement the 
ccmcept of centralised policy 
and de-centralised adminis¬ 
tration, the bank has streng¬ 
thened its organisational set¬ 
up. At present, there are 10 
zonal offices, 29 regional 
offices, besides, 10 exceptional¬ 
ly large branches headed by 
the Chief Managers. With 
this decentralisation, decision 
making machinery has been 
geared up iuid almost all 
operational issues are decided 
at the field level. Zones, 
regions and branches have been 
delegated adequate power to 
take decision at their level in 
almost all propc/sals relating 
to priority sector advances. 
Head office now mainly deals 
with policy matters and con¬ 
trol on critical areas. Concept 
of corporate planning for next 
three years has been intro¬ 
duced for the first time in 
the bank. 

Tata Electric Companies 

Three Tata Electric Power 
Supply Companies propose to 
enter the market with a public 
issue of Rs 17.5 crores. The 
issue by the three companies 
namely’The Tata Hydro-Elect¬ 
ric Power Supply Co (Rs 3.5 
crores). The Andhra Valley 
Power Supply Co (Rs 5.25 
crores) and the Tata Power 
Co (Rs 8.75 crores) is being 
made on June 15, 1981 to 
raise n part of the finance 
required for the last phase of 
the groups Rs 180 crores 
500 MW super thermal power 
unit being set up at Trombay, 
Bombay. The shares are 
being offered at jwr, There 
is no threat of nationalisation 
for the next two decades, rince 
the licences of the companies 
have been extended by the 
Government of Maharashtra 


till 2000 Ab in reocgniiioti 
to the contribution made by 
them in meeting the power 
requirements. The comj^nies 
have an uniterrupted divi^nd 
performance for 46 years, with 
the last dividend being 15 
per cent for 1979-80. 

The companies have cmr 
barked upon diversification 
programmes in the past two 
years, which has strengthened 
their earning base. In 1979-80, 
the tax-free earnings from over¬ 
seas diversification contracts 
worth rupees eight crores 
made a sizeable contribution' 
to their net profits. The com¬ 
panies have overseas contracts 
worth Rs J5 crores on hand 
at present. Besides, they are 
also branching out into the 
electronics field and have suc¬ 
cessfully completed a contract 
for the supply of software to 
computer manufacturers in the 
US based on the know-how 
developed by their laboratory. 
The companies propose to 
commence manufacturing so¬ 
phisticated electronic cquist, , 
ments in the near future. 

East India Hotels 

The East India Hotels, run¬ 
ning a chain of hotels in 
India as well as abroad is 
planning to issue a series of 
13.5 per cent 750,000 con¬ 
vertible cumulative debentures 
of Rs 100 each with a con¬ 
dition of converting 20 per 
cent of the principal into fully 
paid equity shares of Rs 10 
each of the company at 
a premium not exceeding 
rupees four per share ?s may 
be approved by the Go^ern- 
ment, the amount of which ^ 
premium will be adjusted 
against accumulated interest. 

The main purpose of the 
debenture issue is to utilise 
the funds for expansion of 
the company’s Hotel Oberoi 
Towers at Bombay which at 
present has a very high average 
occupancy rate, Present 
accommodation in the hotel 
is 500 rooms and the company 
plans to add another 194 rooms 
to its existing accommodation, 
making a total of 694 rooms. 
Giving this information at thc*’^ 
company’s extraordinary mee¬ 
ting Mr M.S. Oberoi said that 
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the compeAy heS itbo plans 
to rebuild its Hotel Oberoi 
jUliint Everest at Darjeeling, 
opart of which was burnt 
last year. • The company fur¬ 
ther plans to collaborate in 
hotel management in Banga¬ 
lore, Hyderabad, Bhubanes¬ 
war, Goa and other major 
cities in India. 


Svadeshi Mills 

The sales of the company 
(net of excise) for the year 

• 0 were at Rs 2,243 lakhs, 
compared to those of the 
previous year of Rs 2,193 
lakhs. The gross profit of 
the company for the year 
1980 was, Rs 168.20 lakhs 
(Rs 15J.59 lakhs). After pro¬ 
viding for depreciation Rs 
46.63 lakhs (Rs 43.78 lakhs), 
taxation Rs 46.50 lakhs 
(Rs 47.00 lakhs) and invest¬ 
ment allowance reserve 
Rs 17.00 lakhs (Rs 15.50 
lakhs), the balance available 
for appropriation was Rs 68.31 
(Rs 56.56 lakhs). 

At a meeting of the Board 
of Directors of the company 
held recently, it was resolved 
to recommend to the share¬ 
holders a declaration of pre¬ 
ference dividcjid of Rs 7.14 
per share and equity dividend 
of Rs 20 per share (Rs 20 
per share), aggregating to 
Rs 31.32 lakhs. 


Adarsh Chemicals 

The Directors of Adarsh 
Chemicals and Fertilizers Limi¬ 
ted have reported set back 
in the financial results for 
jghe year 1980. The gross 
profit of the company has 
gone dowii to Rs 44.65 lakhs 
(Rs 84.80 lakhs) i.e. by 47.35 
per cent. Though the turn¬ 
over of Rs 556.26 lakhs 
(Rs 526.18 lakhs) is marginally 
higher by 5.72 per cent over 
last year, the percentage of 
gross profit to turnover for 
the year stands reduced to 
8.02 per cent (16.12 per cent). 

The profit left after depre¬ 
ciation is Rs 16.06 lakhs 
(Rs 55.35 lakhs). After adding 
Rt 4.70 lakhs (Rs 0.63 lakhs) 
f/bx refunds/credits in respect 
of previous years and rupees 
All (Re 0.09 lakh) being sur¬ 
plus of last year and deduct¬ 


ing rupees five lakhs for invest¬ 
ment allowance reserve (Rs 24 
lakhs) and after providing 
rupee nil (Re 0.75 lakhs) for 
taxation for previous year, 
the disposable profit has work¬ 
ed out to Rs 15.77 lakhs 
(Rs 31.32 lakhs). The Direc¬ 
tors have suggested transfer 
to general reserve of Rs 4.70 
lakhs (Rs 16.00 lakhs) and 
have proposed dividend at 
9.8 per cent on preference 
shares (same as 1979) and 
Rs 10 (Rs 15) per equity 
share, absorbing an amount 


The Directors state that the 
company proposes to launch 
an expansion and diversifica¬ 
tion programme, subject to 
approval of the Government. 

Siyaram Silk Maiden 

The Directors of Siyaram 
Silk Mills have proposed mai¬ 
den dividend of 10 per cent 
for 14 months ended Decemt^r 
31, 1980. The new shares will 
be eligible for proportionate 
payment. 


of Rs 11.03 lakhs (Rs 15.32 
lakhs). 

The Directors have further 
reported that during the year, 
sales of single superphosp hate 
(SSP) and maleic anhydride 
suffered due to various factors. 
The profitability of the SSP 
division has also further gone 
down due to increase in interest 
charges and in the cost of 
various inputs for which no 
corresponding price rise is 
allowed under the pricing for¬ 
mula of the Government. The 
implementation of the sub¬ 
stantial expansion project of 
the company’s SSP division 
has progressed satisfactorily. 
The company has been sanc¬ 
tioned financial assistance by 
the Industrial Credit and 
Investment Corporation of 
India Limited (ICICI), Guja¬ 
rat Industrial Investment 
Corporation Ltd (GIIC) and 
Dena Bank, and the Govern¬ 
ment of India has converted 
letter of intent into industrial 
licence for the expansion 
project. 

Higher Dividend by 
Universal Cans 

The Directors of Universal 
Cans and Containers have 
stepped up the equity dividend 
from 20 per cent to 22 per 
cent for 1980. 

The company has earned a 
net profit of Rs 20.16 lakhs 
on a turnover of Rs 169 lakhs, 
according to brief preliminary 
figures. A sum of Rs 8.80 
lakhs has been set aside for 
transfer to investment allcw* 
ance reserve. Ihe dividend 
will claim Rs 4.95 lakhs. The 
surplus of Rs 6.51 lakhs has 
been ploughed back to general 
reserve. 


On a turnover of Rs 3.90 
crorcs against JLs 2.02 crorcs 
in the previous year, the com¬ 
pany nas reported a gross 
profit of Rs 20.36 lakhs against 
Rs 2.98 lakhs. 

With depreciation claiming 
Rs 3.35 lakhs (Rs 0.34 lakhs), 


investment allowance Rs f 
lakhs (Rs 0.03 lakhs) an^ 
taxation nil (Rs 1.70 lakbs)^ -# 
there is a net surplus of lU 
8.51 lakhs compared to thMS|i 
previous year’s Rs 0.91 lakhs. 
Out of this, the recommend- 
ed dividend on preference 
and equity shares will absorb i 
Rs 3.06 lakhs. ? 

i 

Vulcan Laval 1 

■ ’’ 6 ' 

Mr Kamaljit Singh, Chair-i 
man, Vulcan-Laval, has told 
shareholders at the annua] 
general meeting in Bombay that 
orders booked till the end of . ! 
April, 1981, have been Rs 18 
crorcs against Rs 16 crorcs a j 
year ago. 

In reply to shareholders 
questions, the Chairman has , 


TAX PAYERS 

are you aWare that 


INVESTMENT IN 
7 YEAR NATIONAL 
RURAL DEVELOPMENT BONDS 
IS EXEMPTED FROM PAYMENT OF 
INCOME TAX ON CAPITAL GAINS 


^ SitiTION 64-E, provides that long-term 
Capital gains arising from the transfer oK 
a capital asset are exempted from tax if. 
the sale proceeds are invested in the ' 
7 YEAR NATIONAL RURAL DEVELOP- . 
MENT BONOS within six months of the) 

\ date of trans^.. I ' 

These ’bonds are avcilable at the offices'^ 
of the Reserve Bank of India and a few{ 
specified branches of the State Bank of‘ 
Tildia all over the country. 


DIflECTOn Oh- INSPECTION - 
(RESEARCH. STATISTICS 
PRINTING 6 PUBLIC RELATIONS!'. 
INCOME-TAX DEPARTMENT ^ ' 
NEW OELHI UOOOt. - ' 
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I^tated that the distribution 
^policy of the board has always 
; been to pay reasonable and 
stable dividends bearing in 
( mind the company's require¬ 
ments for finance for develop¬ 
ment and growth. The Direc¬ 
tors will consider the question 
of a bonus issue at an appro- 
[ priate time. 

tfAukand Iron 

Mukand Iron and Steel 
Works Ltd has reduced prices 
of electrode, carbon and high 
carbon bars and wire rods 
by Rs 200 to Rs 350 per 
‘ tonne. 

Announcing the reduction 
in prices, the company’s chief 
executive, Mr S. Soundarajan 
has said that the placing of 
mass consumption steel items 
under OGL is a good decision. 
The recent adjustments in the 
tariff structure will prevent 
, “dumping” in India of their 
products by foreign steel mills 
I on account of depressed mar- 
I tot conditions in their own 
Countries. 

I JMr Soundarajan is con- 
fiyknt that Indian steel ]?ro- 
ducers will slash their prices 
and the coimtry's steel re- 
re^uirements will be met at 
prices reasonable for the con¬ 
sumer and viable for the manu¬ 
facturers. He wants the manu¬ 
facturers of steel industry in¬ 
puts like electrodes, refracto¬ 
ries and ferro-alloys will reduce 
their prices to enable the in- 
' digenous steel industry to fight 
inflation effectively. 

Ferro-Alloys 

I The Directors of Ferro 
Alloys Corporation Ltd 
.(FACOR) have recommended 
J a .dividend of 15 per cent 
Ifor 1980 on a capital as in¬ 
creased by the issue of bonus 
jshfares in the ratio of one 
‘share for every two shares 
held against 12 per cent paid 
,for 1979. 

, The step-up in the dividend 
idistribution follows an im- 
iprovement in the working of 
the company during the year. 
Although the turnover has gone 
■up by only about 14 per cent 
ifrom Rs 31.80 crores to 
‘Rs 35.78 crores, the gross 
profit has gone up by as 


much as 67 per cent to Rs 6.61 
crores from Rs 3.93 crores in 
1969. 

The net profit is placed at 
Rs 1.60 crores (Rs 87.31 lakhs) 
aher providing Rs 83.02 lakhs 
for depreciation (Rs 92.58 
lakhs), Rs 1.81 lakhs for in¬ 
vestment allowance reserve 
(Rs 8.14 lakhs) and Rs 4.16 
crores for taxation (Rs 2.05 
crores). The proposed divi¬ 
dends will absorb Rs 57.99 
lakhs (Rs 32.83 lakhs) and 
the transfer to general reserve 
has been raised to Rs 99.66 
lakhs against Rs 62.30 lakhs 
in 1979. 

It is stated that production 
and sales in the first quarter 
of 1981 have been very en- 
coi raging. The turnover in 
the first quarter is estimated 
at Rs 13.35 crores against 
Rs 8.08 crores in the corres¬ 
ponding period of last year. 

Aruna Mills 

As a part of modernisation 
and renovation programme, 
Aruna Mills has incurred a 
capital expenditure of Rs J.26 
crores in 1980. A loan of 
Rs 1.57 crores under soft 
loan scheme has been received 
from the financial institutions. 

The Directors state that in 
spite of the grave power situa¬ 
tion during the year the com¬ 
pany was able to show im^ 
proved utilisation of produc¬ 
tion capacity due to supply 
of power from its own units. 
Two 310 kva diesel genera¬ 
tion sets were installed in 
1980 and one imported 830 
kva set received in December 
1980, will be commissioned 
soon. The company proposes 
to buy one more indigenous 
set of 310 kva capacity to 
meet with an> further cut 
in power supply. 

Gujarat Machinery 

Gujarat Machinery Manu¬ 
facturers has suffered a set¬ 
back in its working during 
the year ended September 30, 
1980. 

Despite a sharp rise in sales 
to Rs 4.56 crores from Rs 3.54 
crores, the company’s gross 
profit has declined to Rs 60.93 
lakhs from Rs 63.44 lakhs. 

The Directors of the com¬ 


pany have proposed to main- 
tajin the equity dividend at 
15 per cent for the year. 

They have {H-ovided Rs 11.19 
lakhs (Rs 9.12 lakhs) for de¬ 
preciation andRs 1.34 lakhs- 
(Rs 6.70 lakhs) for investment 
allowance reserve. 

Tlie merger of Electrical 
Instruments Manufacturing 
Company with Gujarat 
Machinery has been approved 
by the High Court. In terms 
of the merger, one share of 
Gujarat Machinery will be 
offered for every 12 shares of 
ElM. 

The company has plans to 
expand its activities. It has 
approached financial institu¬ 
tions for assistance to meet 
the expansion cost. 

MICO 

The Motor Industries Com¬ 
pany (MICO) has declared a 
final dividend of Rs eight per 
share taking the total dividend 
for 1980 to Rs 16 per share, 
which is Rs two more than 
the previous year. 

The profit during the year 
amounted to Rs 39.50 million 
against Rs 35.55 million in 
the previous year. 

The MICO unit in Bangalore 
is under lock-out since April 
29 sequel to clash between 
two rival unions, and a top 
spokesman of the company 
said recently that the 
management was considering 
the possibility of lifting the 
lockout by this weekend. He 
said that 48 workers of the 
CITU-led MICO Employees 
Association have been dis¬ 
missed from service. 

Podar Mills 

Podar Mills Ltd, has suffered 
a sharp setback in its opera¬ 
tions in 1980. The profit 
before bonus and deprecia¬ 
tion has slumped to Rs 53.94 
lakhs from Rs 177.19 lakhs in 
1979. The Directors propose 
to skip the equity dividend. 
The preference dividend is 
pre posed to be paid out of 
general reserve No. 1. 

After providing Rs 50.92 
lakhs for bonus for 1979 and 
1980 (Rs 32.86 lakhs), the 
profit before depreciation 


cornea to lU'3^ lakha. The 
total turhbver for 1980 was 
Rs 22.28 crores against R^ 
20.60 crores in 1979. 

The working of the com¬ 
pany was severely affected on 
account of the very heavy 
power ciit at the company’s 
Jaipur' unit. 

Turnkey Project for 
Bombey Suburban 

Bombay Suburban Electric 
Supply Ltd has bagged a 
turnkey contract for a 34.5 
KV distribution system af 
Al-Jubail in Saudi Arabia. The 
work involves supply and in¬ 
stallation of 300 km of 34.5 
KV single core cross-linked 
polyethylene cables in ducts 
together with associated 
switchgear. The contract 
valued at SR 65 million (Rs 16 
crores), is to be completed 
within 30 months. 

Cepitel and Bonus Issues 

Four compimics have been 
allowed to raise Ihcir capital.^ 
The details are as follows:* 

(1) Niruigs Corner House Pvt 
Ltd: Rs 1,85,500 in fully paid 
equity shares of Rs 100 each 
in the ratio of 1:1. 

(2) Oil Extractions Pvt Limi¬ 
ted: Rs 10,26.000 in fully paid 
equity shares of Rs 1,000 
each in the ratio of 1:1. 

(3) Star Marketing and Ser¬ 
vices Limited: Rs four lakhs 
in fully paid equity shares 
of Rs 10 each in the ratio of 
2:5. 

Further Issue 

(4) Visbal Chemical’s (India) 
Ltd: issue of equity shares 
worth Rs 107 lakhs, inclusive^ 
of the equity capital already 
raised, for cash at par. The 
proceeds are to be utilised to 
meet, in part, the capital cost 
of the project for the roanu- 
faclurc of edible gaur-gum 
powder to be set up in Alwar, 
Rajasthan. 

Rejection 

(5) Filament Corporation (P) 
Ltd: Rejected permission for 
issue of bonus shares worth 
Rs 15 lakhs only. 

(6) F.xporfs (P)Liniited: Re¬ 
jected permission for issue of 
2,100 fully paid bonus shares 
of Rs 100 each in the ratio 
of 1:1. 







That's one way of describing 
the broad spectrum of lOL's 
technologies. 

The technologists* supermarket 
is lOL where under one roof a 
wide range of products and 
services are available. 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment: special 
gases for the electronics 
indust^, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research; anaesthetic equipment, 
welding andcutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the small 
tool manufacturer, the giant heavy 
engineering sector, petrochemical, 
fertiliser and refinery complexes 
plusSntire gas plants, associated 
cryogenic equipment: and liquid 
oxygen explosives for mining. 







Backing this hardware Is a 
package of services-consultancy 
and advisory, after-sales, and 
training. 

lOL's leadership in all its 
activities is the leadership of 
technology. Cross-fertilising 
latest trends with existing know* 
ledge to breed a new genera¬ 
tion of products and services. 
For progress. 


.... i.. 
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Limited | 


IQLoffers the best in technology 
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fO^BFitiikdit a Oe leadm of tfia AsHtUk; 
movemeat on the foreign nationals 
began with the Home Minister, Mt 
Sin^p holding separate discussions 
the All Assam Oana Sangram Parii 
(AAGSP) and the All Assam Stud 
Union (AASU). 

May 17,1981 

Sheikh Hasina Wazed, the Pre8ide8l|| 
of the Bangladesh Awami League ail$f 
eldest daughter of the slain President^' 
Sheikh Mujibur Rahman, arrived i]|| 
Dacca by an Indian Airlines aircraft tp a | 
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I'hii 

May 13,1981 

A guman ahot at Pope John Paul 11 
in St. Peters Square. 

The Union Government has identified 
as many as 123 industrial units with 
^production in excess of their licensed 
capacities during the three years ended 
1978. 

The Union Government has decided to 
set up a Cardamom Trading Corpora¬ 
tion of India (CTCI) with a view to 
ensuring remunerative prices for the 
growers. 

Indian Airlines signed an agreement 
with the Boeing Company of the USA 
for tiio purchase of four additional 
Boeing-737 aircraft to be delivered in 

14. 1981 

TheSci^Poceign Relations Committee 


IVeek 

voted to clear the way for resumption 
of US military aid to Pakistan, barred 
under the existing law because of that 
country's nuclear activities. 

May IS, 1981 

Import replenishment at the rate of 
15 per cent to be allowed for import of 
sugar against the export of jams, jellies, 
marmalades, squashes, syrups and sweet 
chutneys. 

India will receive Swedish Kroner 
660 million (Rs 120 crores) as assistance 
from Sweden over the next two years. 

May 16,1981 

The Centre has reconstitnted the Tea 
Board following the expiry of the term 
of the last board on March 31. 

Negotiations between the Central 


The Union Energy Ministry has 
ted the major iccommendation of th^ 
action committee on public sector entnr^ 
prises calling for the abolition of 1 
Coal India Ltd. 


The Centre has decided to fix wngeil 
industry-wise and this is being chara^ 
terised as a step in the direction of ij 
national wage policy. « 


The US Presidential envoy, Mr PhlBp 
C. Habib, met the Syrian President,. 
Mr Hafez Assad, and said that he 
would continue his 12-day-old West 
Asia shuttle to avert a new Arab-lsraeli 
war. 


Mr Y.B. Chavao, leader of tl^ 
Congress(U) Parliamentary Party, tuhl 
a 15-minute meeting with the 
Minister, Mrs Indira Gandhi. 


India has rejected a Bangladcah ^ 
posal for an immediate joint survey 
the environs of the disputed New Moei(( 
island as premature and not relevalM 4^ 
present 
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The New Crown Prince 

i 


|j MK Rajiv Gandhi has emerged from the wings on to the politi- 
^ eal stage. He has decided to contest the by-election to Parlia- 
jiinent from Amethi, the constituency which earlier returned his 
j brother Sanjay. India is a feudal State which loves sons of 
; &mous people, and even brothers of infamous people. So we 
I can take it for granted that Mr Rajiv Gandhi will win the by¬ 
-election with a thumping great majority. This can only do a lot 
I of good for Indian politics. We have for too long seen the norms 
rand procedures of democracy subverted by extra-constitutional 
I centres of power which have no business to exist. A democracy 
J requires that those exercising power should take the oath of 
I office and be answerable to Parliament and the people. Unfor- 
I tunately we have been fast degenerating into a feudal morass 
} Wbere Ministers enjoy no real power and the vital decisions are 
I taken at shadowy meetings in the private rooms of people 
I Itolding no office whatsoever. 

Mr Rajiv Gandhi's election to Parliament will not by itself 
testore primacy to democratic procedures, for he enjoys powers 
ftir beyond those of a mere Member of Parliament. He has 
; modestly told reporters for months that he is not in politics, 
but simply helping Mummy. But Mummy happens to be the most 
important person in the country, and “helping Mummy" is a 
euphemism for running the country. If this Is not politics, it 
^^oertainly should be. Democratic norms demand that Mr Rajiv 
Gandhi should be inducted into the Cabinet immediately at a 
.^senior level. There is absolutely no point in pretending that he 
h a political novice who will have to climb the ladder step by 
::itep« He is the second most important person in the country 
loday, and should be given the official responsibility and 
answerability to the people that need to accompany such 
power. 

' Mrs Gandhi remarked the other day that Rajiv could not 
take the place of Sanjay. For this, the country must be truly gra* 
teflil. It is in the best interests of democracy that nobody should 
. ever come to occupy the kind of position commanded by the 
j late Mr Sanjay Gandhi. Mrs Gandhi has emphasised that 
I lUjiv and Sanjay are two entirely different persons, to which 
[ tile only logical reaction can be “Thank God." 

If the rise of Mr Sanjay Gandhi made the future of Indian 

, iAnrBRN wofHomgt 


democracy look very gloomy, the rise of Mr Rajiv Gandhi has 
made its future look secure. It is unfortunate, of course, that 
the future of democracy should be tied so closely to individuals. 
One would have liked the system to function independent of 
famous families, or of sons and brothers. But there is no get¬ 
ting away from the fact that our people are still feudal at heart. 
Many an editor has declared in the best democratic tradition 
that the country does not need Mr Rajiv Gandhi. What they 
really mean is that the country should not crave for Mr Rajiv ^ 
Gandhi, as such dependence casts such an aspersion on their 
concept of a proper democracy. Alas, the people have constantly 
let down western concepts of democracy. Mrs Gandhi has out- 
manouvred her opponents time and again because she above all 
appreciates the feudal nature of voters. 

Given this state of affairs, the future of our democracy 
depends critically on the character of the feudal lords who rule 
it. Pandit Jawaharlal Nehru moulded the country in one 
fashion, Mrs Gandhi in quite another. It is well known what 
fashion Mr Sanjay Gandhi favoured. Fortunately, Mr Rajiv 
Gandhi shows signs of being closer at heart to his grandfather 
than either his mother or brother. The very fact that he steered 
clear of politics for so long when power was his for the asking 
proves that he is free of the chief failing of politicians—power 
madness. He is willing to listen instead of pretending that he - 
knows all. He has not attempted to build up the kind of Doon 
School mafia that his brother did. Nor has he ever displayed 
the contempt for procedures and conventions that marked his 
brother. 

Power corrupts, and absolute power corrupts absolutely. It 
is entirely possible that Mr Rajiv Gandhi will be sucked into all 
the usual vices as he wades deeper and deeper into the political 
quicksand. But one can be more optimistic about him than 
about any other politician in India. As the saying goes, some 
are born great, some seek greatness, and some have greatness 
thrust on them. Mr Rajiv Gandhi was bom into a great family, 
firmly refused to seek greatness, and eventually had greatness 
thrust on him by an insistent mother after the death of his 
brother. It is difficult to think of any category of persons that 
is more likely to withstand the corrupting influence of power. 
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What Goes Out, Must Gome In 


Once vpon a time there was the Congress. Then one day 
it split into two parts—the Congress (O) and the Congress (R). 
After a while, again there was only the Congress. Then it split, 
again. This time there was the Congress (U) and the Cong¬ 
ress (I). In a little while from now again there will be only the 
Congress—till it splits again. 

For the time being, however, forces for opting in seem to have 
outweighed the forces for opting out, drawing along with them 
Mr Yashwantrao Balwantrao Chavan (albeit sans both Yash und 
Bal) and Mr Sharad Pawar. There is nothing very surprising 
mil^out this. First, one of the main objections of those who 
parted ways with Mrs Gandhi in 1977 was to the prominence of 
Mr Sanjay Gandhi. With his exit last year, their eyes have 
turned to the door to which they had shown their backs. Mrs 
Gandhi, however, was in no hurry to open it. Now she seems 
to have relented somewhat. It is only a matter of time before 
she throws it half open. Loyalty alone having failed to do the 
trick, she probably wants a spot of talent as well (or so Mr 
Jagjivan Ram thinks). 

Second, there are the compulsions of Mr Chavan (and Mr 
Pawar). They are both responsible to their supporters who 
must realise that there is not much point in supporting politi¬ 


cians in wilderness. This pressure must have forced Mr Chav^^l^ 
to swallow such principles as politicians have and make tmd^M 
towards the Congress (I). ^ 

Whatever the reasons behind the decisions of Mrs OandUlS 
and Mr Chavan, two questions ari.se: what of the Congress (tljlj 
and what of the quality of governance ? The Congress (U) j 
probably go the way of Congress (O). It is doubtful if any.'i 
tears will be shed when it docs. The theory that it represents I 
the centrist viewpoint is specious- it represents nothing (except 
an incorrect guess regarding the intentions of voters). | 

But altogether more important is the quality of governance, 
Both Mr Chavan and Mr Jagjivan Ram (who as YossarianJ 
says would be a fool to do otherwise when everybody was f 
doing one particular thing) arc men of proven ability in;f 
matters of administration. Their forte lies not so much ini 
shaping policy as implementing it. The present rag-bag of!:? 
Ministers has proved to be less than effective. If Mr Chavan § 
and Mr Jagjivan Ram do join the Government—that would t 
depend on their bargaining strength -it will be a change for the| 
better for the simple reason that it is hard to conceive of a | 
situation which could be much worse. J 


More Power 


Thu optimism expressed by the Union Minister of State for 
Energy, Mr Vikram Mahajan, that the overall availability of 
power this year would be reasonable, is not misplaced. The 
year, indeed, has begun well with generation in April registering 
an increase of 17.5 per cent over the level in this month last 
year. Both hydel and thermal (including nuclear) geneiation, 
by and large, have continued to behave this month as well. The 
load shedding in the deficit areas currently is not as severe as 
in the past two years. As many hydel reservoirs have better 
water levels than a year ago and most of the thermal sfations 
too are well-stocked with coal, the uptrend in generation at a 
jw fairly impressive rate can be expected to continue during the 
^next two critical months. 

But if the target of producing 127,339 million units this year, 
as against 111,784 million units last year, is to be attained, the 
recent tempo of coal supplies to the thermal stations will have 
to be stepped up. It may have to be improved after the rainy 
season to ensure that thermal generation exceeds the last year's 
level in the second half of the year. As this generation had 
gone up very significantly-from 12 to 22per cent—from 
November onwards, a further improvement of 10 to 15 per cent 
during these months will call for a much greater effort in in¬ 
creasing coal supplies, especially when there is some addition to 
capacity and the recently rolled projects will be synchronised. 
Il^ydel generation may not pose much problem if the rainfall is 
normal. The behaviour of the monsoons in the recent years 
suggests that any misgivings in this regard are unwarranted. 


This year’s target envisages only a marginal improvement ini 
hydel generation—from 46,389 million units last year to 46,500| 
million units. The anticipated increase in generation will ^yef 
to be primarily in the thermal sector, including nuclear. 

> ' I 

With 18.5 million tonnes stock being there at the pithead!, 
on April 1 and production this year targetted to go up to 
million tonnes, the coal supply position should be much bettes); 
than in 1980-81, even though there is scope for further improve^ 
ment in raisings. The major bottleneck may be transportatiQH 
by rail. After the impres.sive increase in movement during the| 
four months to March, there are signs of slackening. It is hoped* 
this will prove a temporary phase and coal supplies to thermal 
stations will be well kept up. In the interest of coal production*! 
DVC generation has to be particularly cared for. | 

The steady improvement witnessed in the utilisation of ins»j 
tailed thermal capacity from 43 per cent to slightly over 49 pcri 
cent in the past 18 months, augurs well for the attainment otf 
the generation target: so also the stabilisation of most of the! 
200/210 MW sets. But there is a need to substantially improve) 
the implementation of new projects. Serious slippages stiU 
continue on this froifi. Incidentally, even if the generation tar*- 
get is fully achieved, this will not mean the end of power shoi** 
tages. The requirements arc expected to grow to 137*000 
million units. There will, thus, still be an overall shortage of 
around nine per cent, though this will imply some improvement 
over the last year when the supplies fell short of demand by \%1 
per cent. 
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M rs Indira Gandhi has been called 
many things in her time—the Great 
.dictator. King Kong, the only man 
;.ainong the old women of the Congress. 
But 1 doubt if she has ever been called a 
: male chauvinist pig. This is not merely 
v%ecause she happens to belong to the 
opposite sex. Jt is also because she has 
been a conspicuous advocate of women’s 
rights. However, her recent utterances on 
baby food have all the flavour of male 
chauvinist pork. 

Mrs Gandhi shares the view of experts 
of the World Health Organisation that 
baby food manufacturers have resorted to 
unethical sales techniques to sell their 
products in developing countries. They 
have advertised their wares as superior to 
mother’s milk, and suggested that mal¬ 
nourished women cannot produce suffl- 
cient or good quality milk. In fact 
mother's milk has unrivalled immunologi- 
3 b] qualities, is completely hygienic and 
germ-free, and is produced in reasonable 
quantity ard quality even by undernou¬ 
rished mothers. On th? other hand if 
feeding bollles and nipples are not pro¬ 
perly sterilised, or if baby food is not ade¬ 
quately stored and protected, it can be- 
H>me a deadly carrier of germs that kills 
aabies. 

So far so good. It is doubtless true 
Slat illiteiate millionairesses in Saudi 
\rabia are giving infected baby food to 
Acir infants as they cannot read or follow 
ustructions on the preparation of milk 
!brmu1a. But does this have the slightest 
relevance for India ? Can it seriously be 
irgued that high-powered advertising has 
Persuaded our under-nourished mothers 
,o use baby food instead of suckling their 
'/oung ? If a woman is so poor that she 
:annot get enough nourishment herself, 
low on earth can she afford to buy baby 
bod ? In India baby food is a luxury 
vhich only the rich and the urban middle 
flags can afford. And it would be absurd 

|6. suggest that they buy it because high- 

' 
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pressure advertising has convinced them 
that it is superior to mother’s milk. There 
is perhaps no other country in the world 
where mother’s milk commands as high a 
status as in India. 

Why then do we purchase baby food 
at all ? The principal reason is that 
it liberates women from the drudgery 
of being chained to a baby. The WHO 
(and Mrs Gandhi) have treated the baby 
food issue entirely as a problem concern¬ 
ing babies. In fact the most important 
aspect of baby food is its role in liberating 
the mother. How can she go out and do 
a job if she has to suckle her baby every 
few hours? How can she spend an 
evening out if this interferes with the 
baby’s food schedule ? And even if she 
is at home, why should she spend hours 
and hours in breast-feeding when bottle- 
feeding provides the same nourishment in 
25 per cent of the time ? 

•^HROUGHOUT history women have been 
reduced to the status of domestic 
chattels, not merely because of male 
chauvinism but because of the biological 
rigours of bearing and rearing children. 
This has prevented them from exercising 
their talents and realising their potential 
as human beings. In the 20th century, 
contraception and baby food have emerg¬ 
ed as two important factors which have 
helped unchain women from their tradi¬ 
tional bondage. Contraception has often 
been stressed as a means of population 
control, but its role in liberating women 
has not received enough attention. Nor 
has that of baby food. 

This docs not mean, of course, that 
baby food manufacturers are angels. They 
are quite capable of making fanciful and 
fraudulent claims for their products. But 
is this not equally true of politicians, Mrs 
Gandhi included ? 

In her recent address to the World 
Health Assembly, she took multinational 
drug companies to task for selling dan- 

1256 


gerous drugs to unsuspecting Third World 
countries, even when these had been 
banned for use in the West. No doubt 
the practice is unethical. But can we 
really adopt an attitude of shocked mo¬ 
rality when our own record in drug con-,.v 
trol is so poor ? We know perfectly well 
that small-scale units do not have the 
wherewithal to instal quality control faci¬ 
lities, and yet we give the maximum pos¬ 
sible encouragement to such units despite 
the fact that every epidemic of deaths 
caused by adulterated or decomposed 
drugs has been traced to small scale units,. 

Drug Controller’s office is reasonab- 
^ ly efficient in a State like Maharashtra, 
but hardly exercises any control in non- 
traditional drug manufacturing States like^ 
Bihar or Orissa. The kind of small-scale ^ 
manufacture which we not only permit 
but encourage with subsidies poses an 
infinitely bigger health hazard than the 
products of nefarious multinationals. And, 
of course, the drinking water in Bombay 
is more hazardous than cither. Bombay 
has at least two lakh cases of jaundice 
every year because of its filthy water, a 
record unmatched by any small-scale 
manufacturer or multinational. Thou¬ 
sands of people in West Bengal are poi¬ 
soned by the polluted river, while the river 
at Varanasi is nothing more than a sanc¬ 
tified cesspool. The food we eat is scarce¬ 
ly better. Every consumer survey ever ' 
made shows that our food is adulterated, 
particularly when sold in powdered form. 
Haldi powder is invariably mixed with 
chalk and potassium chromate, which is 
toxic. Lubricating oil is added to vanas- 
pati. Generous proportions of sand are 
mixed with sugar, grain and atta. And 
there is not the slightest sense of urgency 
in tackling any of these health hazards. I 
suspect that it is far safer to imbibe the 
deadly potions of multi-nationals than 
to eat food and drink water in our 
country. 

--<SwaiBliAth«i Afjar 




Washington 


In talking about Tarapur both the 
Gandhi Govcnment and the Reagan 
administration have been dealing in 
images rather than realities. New Delhi 
wants to show up the United States as 
the party which is reneging on a contract. 
Washington .seeks to paint India 
as the violator of the very spirit 
jjlplfthat transaction. They are doing it 
^to each other with mirrors and the 
charade is steadily drifting away from 
facts. 

The wrangle over legal claims is mean¬ 
ingless. India certainly will not be going 
to court, either in the US or at The 
Hague, to enforce its right to deliveries 
of enriched uranium by the US Govern¬ 
ment as provided for in the agreement 
of 1963 nor can the US be planning to 
sue India on the title to the spent fuel or 
safeguardability of the Tarapur faci¬ 
lity. Debating legalities is a waste of 
time. It cannot interest even lawyers 
who, after all, have to put a price tag on 
their working day. 

Pointless Debate 

The debating of the moral issues is 
equally pointless. The Nuclear Non¬ 
proliferation Act passed by the US Cong¬ 
ress in 1978 seeks no doubt to impose 
retrospectively on India obligations 
relating to safeguards not contemplated 
in the commitments it had entered into 
under the agreement of 1963. Normally 
^ven sovereign legislatures should accept 
and honour international compacts, but, 
surely, in this case, the underlying assump¬ 
tions of the agreement of 1963 had been 
called into question by the implosion of 
a nuclear device in India in 1974. That 
event, along with the efforts, before or 
after, of certain other countries to achieve 
nuclear capabilities had imparted a new 
character to the problem of proliferation 
of nuclear weapons which was what the 
US Congress set out to deal with when it 
enacted the legislation of 1978. That the 
P^oncept of non-proliferation as written 
into that act has been challenged all along 
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Fall-out of Tarapur 

V. Balasubramanian 

by India as discrimination in favour of 
nuclear powers is a different issue—and 
it is one which will continue to be deba¬ 
ted. Given the purpose the US Congress 
had in view for the Act of 1978, it could 
not very well have excluded the Indo-US 
agreement of 1963 from its purview. That 
would have been self-defeating. 

US Doubts 

Here it is worth noting that American 
doubts about the agreement of 1963 had 
begun to surface much before the legis¬ 
lation of 1978. The Pokharan exercise 
was plainly a point of departure for 
American policy relating to fuel supplies 
for Tarapur. Until then shipments had 
been going on more or less according to 
schedule in fulfilment of the US obliga¬ 
tion to send supplies for the continuous 
and ehicient operation of the facility. 
Serious lags began to appear only in 
1975, but thjs was three years before 
Congress passed the Act of 1978. After 
that the problem came into the open and 
last year the ("artcr administration had 
to put all it had inlo persuading Congress 
to authori.se one shipment for immediate 
despatch and another one for despatch 
when Tarapur could be seen to be in 
need of further replenishment of its fuel 
stock. 

Up to this point the Act of 1978 had 
been in the nature of a Damocles sword 
for India. The US Government was 
saying that it would liave to stop supplies 
of fuel if India was not going to abide 
by the requirements of the 1978 Act and 
accept full-scope safeguards for all nuclear 
facilities, but the shipments nevertheless 
were taking place, althougli after much 
delay and even more wrangling. India of 
course was arguing that it was not bound 
by the US legislation as it could not go 
beyond the rights or obligations of either 
contracting parly as defined by the 
agreement of 1963. Now the situation 
has changed. The Reagan administration 
says that it docs not want to send to 
Congress the formal notification that the 


second shipment is needed at TarajpulM 
and may therefore be despatched 
authorised by Congress last year. 
this purely procedural step, it is bein|^| 
argued, cannot be taken by the President! 
without Congress forcing the issue of the|;^ 
validity of the 1963 agreement in the j 
context of the Act of 1978. There is, again/}, 
a pending application by the Government^ 
of India for one more shipment. At thrJ 
present stage of the debate there is no'* 
question of its being acted upon. 

It is this deadlock which prompted at 
one time reports in the Indian press that 
the United States had notified India of 
its decision unilaterally to terminate the^ 
Tkrapur supply relationship. It has ser¬ 
ved no such notice for the .simple reason 
that no such decision has been taken* 
The decision that has been taken is that 
India should be asked to accept th^ 
conditions contemplated in the Act of 
1978 if it is to receive further supplies of 
fuel. In the event of India sticking to tta 
position that it does not recognise thoali' 
conditions as applicable to the fuel sup* 
plies contracted for Tarapur the agrees 
ment of 1963 would simply become 
inoperative. In those circumstance$ 
neither the United States nor India 
be said to have repudiated the agreement*' 

The Real Position 

This is the real position on any practi¬ 
cal view of all the circumstances of the 
case. The motions that are being gone 
through by each party for making it 
appear that the other party is repudiating 
the agreement arc simply so much shadow- 
play. If this game persists it is only be> 
cause both India and the United Statetj 
are unwilling to recognise the truth that 
the Tarapur issue is not about their res 
• pective legal rights or even about tl^ 
technical modalities of disengagement. Th 
moment the issue is admitted to be pofii 
tical the United States will have to gii? 
up the charade of demanding that it mu$ 
continue to have a say in what India coe 
with the spent fuel or in the safeguard 
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bility of the Tarapur facility^ just as 
i&dia will have to concede that the 
iieagan administration has no way of 
implementing the 1963 agreement when 
.the US law on the subject is what it is. 

: It is only because neither party is happy 
{^ix>ut the implications of proceeding to 
with Tarapur as a political issue that 
idl the discussions have so far been either 
legalistic or carried on at a technical level 
pboutthe residual rights or obligations 
the contracting parties after the agree- 
^ilient of 1963 is written oiF as having been 
jovertaken by circumstances. It is amazing 
%at true that Tarapur was not mentioned 
^en once during the meeting that took 
j^lace last month between the US Secre- 
|ary of State Alexander Haig and the 
Secretary in the External Affairs Ministry 
of the Government of India Eric Gon¬ 
salves although the latter was in Wa¬ 
shington only for high-level talks on 
Indo-American relations and moreover, 
Homi Sethna, Chairman of the Indian 
Atomic Energy Commission was very 
imuch present at the session with Haig. 
Indeed Tarapur was discussed earlier by 
jSethna with officials of the State Depart¬ 
ment hut mainly in terms of the technical 
issues and the political aspects figured, if 
at all, only casually. Even the next 
round of talks, which is to be held in 
^ew Delhi next month, will be at a tech¬ 
nical level. 

! A Political Issue 


* From an Indian point of view this 
Wms unfortunate. India surely has a 
lot to gain by having Tarapur recognised 
fUi a political issue and dealt with at a 
high political level. On that basis a new 
Agreement could have been negotiated 
^curing to India the advantages of con- 
idnuing US cooperation with its atomic 
'mergy programmes. The Reagan ad¬ 
ministration has made it clear that it in¬ 
tends pursuing nuclear non-proliferation 
Objectives in a pragmatic and flexible 
manner. It says that it considers sanc- 
dons of the kind contemplated in the US 
Foreign Economic Assistance Act or the 
Nuclear Non-proliferation Act as counter- 
Woductive. It has already moved to have 
lie former Act amended so that the Presi- 
|lant will have discretionary authority to 
lirovide security-related economic assi- 
'* 
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stance to Pakistan. It has also agreed to 
Japan re-processing the spent fuel from 
its nuclear reactors which are operating 
on US supplies. Meanwhile a compre¬ 
hensive review of policy is being under¬ 
taken so that the US could actively assist 
friendly countries in their nuclear energy 
programmes with fuel supplies, equipment 
and technology. The Nuclear Non-proli¬ 
feration Act will probably be amended not 
later than next year so that the adminis¬ 
tration may have more freedom to act in 
extending American cooperation to other 
countries in the nuclear energy field. 

Dead-end Misadventure 

The Tarapur discussions therefore need 
not be pursued as a dead-end misadven¬ 
ture. At a political level it still has possi¬ 
bilities. New Delhi ought to take the 
initiative and, as a first step, rescue the 
agenda from its own bureaucrats and 
technocrats. It should then proceed to 
formulate a political strategy which could 
persuade the Reagan administration that 
it would be in the interest of American 
foreign policy to extend assistance to 
India in the nuclear energy field. The 
President in Washington and the Prime 
Minister in New Delhi have been talking 
about the historic friendship of the 
American and Indian peoples and the 
enduring nature of Indo-American coope¬ 
ration. If these expressions have any 
meaning it should not be impossible for 
the Governments of the two countries to 
put together specific acts of cooperation in 
areas such as atomic energy development. 

The Gandhi Government showed no 
doubt a very early enthusiasm for building 
bridges of understanding with the Reagan 
administration. Even while the President¬ 
elect was still celebrating his election 
triumph the Prime Minister despatched 
B.K. Nehru to his camp with a missive 
declaring her faith in Indo-American co¬ 
operation. Her emissary got through his 
assignment with help from a Reagan 
crony, Republican Senator Lexalt. The 
story goes that the man soon to be in 
the White House put that letter aside— 
possibly to be studied later with the care 
it deserved. 

That Reagan did get around to having a 
look at that letter may perhaps be presum¬ 
ed. When Eric Gonsalves met Haig, the 


latter—as dhmsalvos tdid Indian journa¬ 
lists here at a briefing at our embassy- 
conveyed to him the President’s recogn^ 
tion of the historic importance of Indo- 
American ties. It was clear that Gonsalves 
was greatly impressed—the more so as 
the Secretary of State had actually arrang¬ 
ed to have his photo taken with Gonsalves 
as the visitor from New Delhi arrived at 
State Department. Courtesy pays: only- 
on this occasion—it seems to have over¬ 
paid. Gonsalves was so overwhelmed by 
the Reagan-Haig expressions of eagerness 
for having the best possible relations^ 
with India that he gave what was 
rather fanciful account of how the Tarapur 
discussions with State Department officials 
stood. If his intention had been to mis¬ 
lead he could not have done better. Fortu¬ 
nately for the Indian correspondents fiere, 
while Gonsalves was gurgling like a burst 
water main about the kind things Haig 
had to say about America’s Indian con¬ 
nection, Sethna was leaking like a sieve 
about what did transpire at the State De¬ 
partment discussions on the fuel business. 
The point is that, in affairs between 
tions as between individuals, words should 
be backed by deeds. It would therefore 
be wise to wait—and while waiting try to 
figure out what exactly one expects from 
the other and what one has to offer 
in return. 
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Getting from Here to There 


Inland freight over long distances can 
be carried by road, rail, or river. In the 
immediately forseeablc future, the last of 
these is unlikely to play a major role. 
That leaves the traditional carriers^road 
and rail. It is not fully recognised that 
^oth are equally important and that one 
■Hould not lag behind the other. Thus, it 
is curious to sec the National Transport 
Policy Committee’s recommendation 
that road transport should take a back¬ 
seat in the development of the inland 
transportation system. This conclusion 
probably stems from an excessive concern 
with the balance of payments position 
after the oil price increases. 

The fact remains, however, that since 
neither the road transport industry nor 
the railways are likely to have surplus 
l^pacity in the immediately forseeablc 
future and since inadequacy of transport 
is a major bottleneck, no constraints 
should be placed on the growth and ex¬ 
pansion of either. 

The problems that face the automative 
industry in general and the commercial 
vehicles sector in particular, were brought 
out admirably by Mr R. J. Shahancy 
Managing Director, Ashok Layland, last 
week at a seminar organised by the Insti¬ 
tution of Automobile Engineers. Essen¬ 
tially, says Mr Shahancy, there are four 
aspects of the problem: roads, design of 
vehicles the performance and growth of 
IN?*®. machine tools industry and the up¬ 
dating of technology of the ancillary 
industries. 

The Perspective 

First some statistics to put the argu¬ 
ment in the proper perspective. The 
national highway grid covers only six per 
cent of the surfaced road length in the 
country: of the 576,000 villages, only 29 
per cent i.e. 167,000 villages have all- 
weather roads and about 16 per cent i.e. 
92,000 villages have fair weather roads. 
The balance (314,000 villages) do not 
ttave any linkage that can be described 
accurately as a road. 

*With apologies to Walt Rostow. 



T.C.A. Srinivata-Raghavan 

It must be obvious (to even the most 
undiscerning of minds) that the first need 
is to develop proper road links between 
villages and town.s, not merely for the 
benefit of the automative industry, but to 
aid rural development in general. True, 
the cost of linking all villages by fair 
weather roads (at constant prices) is huge 
and works out to Rs 11,000 crores or 
Rs 550 crores per year spread over the 
next 20 years-j*. But, as shakespeare put it, 
if the task is to be done, it may as well 
be done quickly. Road building, incident¬ 
ally can be a highly labour intensive 
activity and can provide employment to 
thousands of persons in the rural areas. 
While things arc being done in this 
direction, the need is to hurry up and do 
rather more than at present. It is no 
coincidence that States with higher road 
lengths have done far better than ones 
with inadequate road linkage—witness 
Maryana and Madhya Pradesh. 

Road Maintenance 

A related problem is of road main¬ 
tenance. 'Ihe central point here is that 
higher loads enable fuel saving (owing to 
fewer trips per vehicle). But higher axle¬ 
loads call for better road maintenance. 
However, the poor condition of Indian 
roads precludes higher axle-loads. The 
answer, obviously, is to design vehicles 
which can carry higher pay loads with¬ 
out increasing the axle loadings. This 
calls for the development of multi-axled 
vehicles and the strengthening of the 
bridges and culverts so that they can take 
the higher gross laden weight. This latter 
approach, says Mr Shahaney, will be 
cheaper than going all out for paving all 
the roads to accept higher axle loads. 
Now, given that the emphasis during the 
next twenty years .should be on just ex¬ 
panding the road coverage, the problem 
facing designers is one of providing the 
appropriate vehicles with lower engine to 

tThe investment required in the railways at 
1978-79 prices if they arc to relain the same level 
of performance in AD 2()C0 as in 1978 (their 
best year) is Rs .16,000 crores. 


pay-load ratios, better suspen.sion aad,^ 
steering, and most importantly, fudl; 
efficient engines. 

An Interesting Point 

Another interesting point made by Mr 
Shahancy relates to the movement of 
higher payload multi-axled vehicles. It is 
widely believed that the heavier the vehi- : 
clc, the greater the damage to road sur¬ 
faces and bridge.s. To minimise this, the 
current practice in India is to fix a ceiling 
on the gross vehicle weight. Well, says 
Mr Shahaney, this is nonsense, because 
restricting the GVW is not relevant to 
road damage. What is relevant is the 
individual axle load on the road pave¬ 
ment. Thus, according to a formula 
adopted by the EEC countries, the road 
damage factor cau.sed by an existing 12- 
ton, 2-axlc truck in India is 36.36. A 
higher capacity vehicle of 18 ton GVW ; 
with 3-axIes gives a damage factor of 
only 28.1 i.e. a reduction of 29 per cent 
although GVW is higher by 50 per cent. 
Similarly, a 3-axle 12 ton vehicle gives a 
damage factor of 34.8 which is still better 
than the present two axle truck. The 
immediate potential for fuel saving too 
is good, being of the order of 10 per cent 
per ton of pay-load carried by a 3-axle 
truck. 

The third factor discussed by Mr 
Shahaney relates to the .state of the 
machine tool industry. During 1980, of 
the total production valued at Rs 185 
crores, the net availability in the domestic 
market was Rs 165 crores, the rest having 
been exported. The value of special purpose 
machine tools for the use of the auto¬ 
mobile industry was only around 7 per 
cent i.e. worth about Rs 10 crores. Given 
•the 12 per cent growth rate envisaged for 
the machine tool industry during the 
Sixth Plan, in 1983-84 it will produce 
goods valued at about Rs 250 crores. This . 
volume is to meet the needs of all the 
industries. Assuming a constant or slight¬ 
ly larger share of the automative industry, 
the value of special purpose tools pro- 
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|r duced will be only 17.5 crores (at the 
f worst) and about Rs 20.25 crores (at best). 

} This is nowhere near being enough to 
^ achieve the kind of production targets 
being set for the automative industry. In 
• fact, says Mr Shahaney, at least Rs 1.500 
i crores need to be invested in the machine 
f tool industry for it to meet the require- 
i ments of all the sectors for which it caters. 
I To meet short-term requirements, im- 
'i ports arc inevitable. Whether they will be 
\ allowed or not remains to be seen. 

; The fourth and last point made by Mr 
i Shahaney pertains to the role of the ancil¬ 
lary industry, the essence of which was 
. that the technology of the ancillary 
] industry must be updated. Mr V. Krishna- 
: murthy, formerly Secretary Heavy Indus¬ 
try and presently Maraging Director, 

. Maruti Udyog Ltd, added a rider to this. 
He said ancillary industry must ensure 
I the quality of the product also. While he 
.understandably refused to generalise in a 
seminar organised and attended by 
ancillary industry men. the point he was 
I making came through quite unmistakably 


—that much of the ancillary industries' 
output is below par. A representative of 
Telco reinforced Mr Krishnamurthy’s 
point when he gave example of radiator 
and the difficulties faced by Telco in 
getting quality product from the radiator 
makers -of whom, incidentally, there are 
64 in the country, as good an example as 
any of the irrational licensing and reser¬ 
vation policies of the Government. 

The question of the role that the ancil- 
laries can and might play is important. 
The concept of a parent plant with a 
cluster of ancillarics around it is good 
in so far as it goes. In India unfortunately 
(and as usual) the idea has not been imp¬ 
lemented with the kind of detailed follow¬ 
up that is necessary. The point to appre¬ 
ciate is that the relationship between the 
ancillarics and the buyer plant/industry 
is a two-way one. Ideally, the latter 
spoon-feeds the former while the former 
fulfills the expected schedules of delivery 
and quality required. The predominant 
impression that this conespondent gained 
at the seminar was that each tended to 


view the situation as us Vs them. Thus, 
while the buyers felt they could not rely 
on the ancillarics, the ancillarics felt they 
were being squeezed. The truth probably 
lies somewhere in the middle. 

Now that Maruti has b:cn resuscitated 
and the Government has very grandiose 
plans for it, it will be interesting to see 
precisely how successful the project is. 
It has everything in its favour—except 
the input requirements. To produce 
100,000 vehicles means one vehicle every 
six minutes. Is there enough power,, 
rubber, steel etc to achieve this? Will all 
production be concentrated at one loca¬ 
tion or will there be two or three different 
locations? Six months after the takeover 
many doubts persist and many clarifica¬ 
tions arc yet to be made. But there is 
hope in that the Government is backing 
the project to the hilt and that the man 
who is running the show has an excellent 
record of achievement. At present, after 
the rhetoric is brushed aside, all that can 
be said is *parkalam\ 


Europe’s ‘Kaliyuga’; France Topples Established Order 

V. R. Bhatt London 


• HAS THF fearfully long-predicted Kali- 
iyiiga begun in Eurt>pe ? If one goes 

• by Western reactions to the stunning 
victory of Socialist Francois Mitterand 
iin the French Presidential election to be 
^President for a seven-year term (the 
^dreaded seven-year grip of Sani in Astro¬ 
logy) Kali’s reign has begun. The sober 
(pontificating London Times called it the 
i**Eud of an bra" (>uga). The right wing 
Daily Tdcf^raph's lop columnist described 
it as a “geopolitical upheaval" which 
would have profound political and eco¬ 
nomic impact on Europe and beyond. 
French and German media, indeed most 
of the Western countries including USA, 
have expressed forebodings of their 
peoples being influenced by what has 
tiappcncd in France. 

The panic that seized the Paiis Bourse 
Stock Exchange) when President d’Estaing 
conceded defeat was the most eloquent 
jcstimony to the fear that an era of 
lability has ended and projected a dan¬ 


gerous future. !n two days no less than 
6 billion dollars ucre wiped of share 
values; blue chip stocks were taken off the 
market; dealings in leading companies 
were suspended to check their shares 
plummeting. The price of gold, the 
Frenchman's resort in limes of crises, 
soared,; the security on the frontiers was 
strengthened to stop smuggling out of 
currencies; the minimum lending rate was 
raised by 1\ per cent and the value of the 
franc dropped sharply. Stock exchanges 
in other EEC countries were adversely 
affected. 

The Mitterand victory was a complete 
reversal of the politics of the Fifth Re¬ 
public founded by Gen. de Gaulle in 
1958, on a Constitution which placed the 
elected President above Parliament and 
gave him almost vet\- powers. The Cons¬ 
titution had brought political stability 
which helped in reviving the economy and 
generating growth and made France 
economically powerful to back its widc- 
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spread polical influence in Europe. But 
during these 23 years power had been 
firmly held and exercised by right of 
centre Governments. The Socialist victory 
of Mitterand was therefore like a revo¬ 
lution, peaceful, but reminiscent of the 
bloody one that overthrew the established 
order in 1789 and inaugurated the Re¬ 
publican era and the end of the monar- ' 
chical sy.stem in Europe. 

While the political repercussions of a 
Sociali.st Government in France supported 
by Communists, who are demanding a 
share in it, are not clear yet, the econo¬ 
mic implications arc more apparent. 
Politically, Mitterand and his Socialist 
Party are not for any radical change. 
They support the continuation of mem¬ 
bership in the EEC. the non-miJilary 
membership of the Nato and the retention 
and development of France's nuclear 
deterrent, though at a slower pace. Where" 
they could differ is in a shift of 
emphasis in drawing closer to Israel than 


eastern economist 





the previous Oovernments which had 
wooed the Arabs mainly for trade and 
[)nomic reasons, a tougher attitude to 
jkartheid of S uih Africa and greater 
support economically for the Third World. 
The gloom expressed in the Persian Gulf 
States and the concern in South Africa at 
Mitterand's victory indicate how they 
see Mitterand’s France at the present 
moment. Strangely enough the Soviet 
Union at the beginning of the Presidential 
election indicated its pcrference for the 
victory of President d’ Estaing who had 

P intained good relations with it even 
lUgh Mitterand's past alliance with the 
French Communists, may have to be 
revived to get him a majority in the 
French National Assembly in the general 
election he has called. Perhaps Mitte- 
rand’s sharper criticism of Russian inter¬ 
vention in Afghanistan than d’ Fstaing’s 
may have been the reason. 


Confounded Pundits 

The election result confounded all poli- 
tfjteal pundits (and leaders such as Presi¬ 
dent Reagan, Premier Thatcher and 
Chancellor Schmidt) who had counted on 
the noted French “silent majority’’ of 
voters who had so far opted for security 
and stability and rejected extreme left or 
right wing policies. Mitterand’s Socia¬ 
lism is much more to the left than 
Schmidt’ Social Democracy or the official 
policies of the British Labour Parly. An 
analysis of the vote indicates that apart 
from Communists and ecologists, right 
wingers opposed to d’ Estaing instead of 
abstaining voted for Milterand. The 
scandals surrounding the defeated Presi¬ 
dent (particularly the gift of diamonds 
|il|h>m the psychopathic ‘Emperor’ 
Bokassa), his flagrant nepotism and his 
arrogance are said to have swayed many 
rightwingers. The election result was 
also totally against the tide towards Con¬ 
servatism in most democratic industrialised 
countries, the USA, Britain and Australia. 

Whatever the political consequences it 
is the economic policies of Mitterand 
which appear to disregard economic 
realities in their aim to create “a more 
humane society” which have caused so 
much alarm. The economic starlegy that 
dominant in the West is the monetarist 
theory of controlling inflation by con¬ 


trolling the money supply thorugh a 
sharp reduction in State expenditure and 
high interest rales. The theory has 
worked in checking the growth of infla¬ 
tion but at the high social cost of soaring 
unemployment and additionally in the 
case of Britain, where the monetarist 
remedy is most rigidly enforced, damage 
to industry and the private sector. Un¬ 
employment in r./lluent countries like 
France and most of ihe developed North 
is as m: ch a social problem as an economic 
one. No unemployed person starves or 
lacks accommodation, health care, educa¬ 
tion and even some small luxuries but the 
greatest damage is fiuslration and the 
loss of sclf-respcct and reliance. When 
unemployment soars it affects Society as 
a whole, the employed and the employer.; 
in many ways—fear of social upheavals 
from frustrated youth, the most numerous 
of the employed, as well as sympathy for 
them. This affects the political attitudes 
of the rightists, the rich and the indus¬ 
trialists and businessmen. Living in 
affluence is not so pleasurable when it is 
among an increasing number of the 
deprived and disturbed by unemploy¬ 
ment. The capitalist also may see his 
investment in plant, machinery or busi¬ 
nesses not being utilised fully from the 
idle capacity attiibutable to deflationary 
monetarism. 

Rise of Ecologists 

Another development that is er. ding, 
economic policies is the rise of ecologists, 
particularly in the most affluent countries. 
West Germany, l-rance the Benelux, 
Scandinavia and the USA. The ecolo¬ 
gists who claim to be and are mostly 
above party politics oppose economic 
advance which harms the ecology, plant, 
or animal. They arc against nuclear 
power generation, the use of toxic pesti¬ 
cides and chemicals which harm the 
environment. To accede to their demands 
means passing regulations which increase 
the cost of production. An example is 
the statutory reduction or removal of lead 
in petrol which puts up its price. The 
USA has adopted this measure and 
Britain is about to. The ecologist won 
over a million votes in the first round of 
the French election and most of those went 
to Mitterand in the decisive second round. 


Mitterand’s economic policies are 
flationary to an extent to cause horrorv 
among the ruling monetarists in the USAvJ 
Britain and the less rigid but basicalljf^, 
monctaristic ruling coalition of West^ 
Germany. The four steps that Mitterand:" 
is pledged to take are the creation ol 
210,000 jobs, the raising of the minimum ' 
wage in France from £ 250 to £ 300 (from. 
Rs 4500 to Rs 5400), the nationalisation 
of all remaining private banks (most off 
the big banks have already been nationa* 
lised) and of several major private sector 
compunks including some multi-nationals 
and the gradual reduction of Ihe working 
week from 40 to 35 hours. 

The Programme 

He is expected to impiemen! the first 
two steps on his inauguration at the end 
of this month. The job creation mea¬ 
sure will start first and be completed 
within twelve months by recruitment to 
health, education and social services and 
the post office. Simultaneously welfare 
allowances will be increased. The esti¬ 
mated co.st of the new jobs to Govern¬ 
ment is over £ 1,000 million. The 
reflationary impact of the minimam wagp 
increase, of the nalionali.sation and 
duced working week has not been esti¬ 
mated. In any case unemployment now 
at 1.7 million will be reduced by mom 
than the created public sector jobs as tim 
increased incomes from the new jobs 
step up demand for consumer and other 
goods and services and create more jobs 
in the private sector. The philosophy 
behind the Mitterand Programme is the 
Keynesian theory of demand managemeni 
which had been dominant in post-wai 
years as against the Thatcher and Reagan 
supply economics of monetarism. 

To finance the programme, Mitterand h 
to introduce a wealth tax and increase 
income taxes in the upper and middle 
brackets of income and save on defence 
expediture. Nevertheless the reflatioil 
and the increase in State spending accord 
ing to monetarists will push up inflatiqtt 
and create more problems than the# 
sought to be solved. But Mitterand | 
confident that the risk must be taken A 
rescue France and her people from dogm; 
to dynamism for which he has been givei 
a mandate in the election. 
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I Economic Analysis 


Protectionism Not a Remedy 


O. P. Jain 


Tjie us countervailing import duties 
on textiles and some other manufac¬ 
tures from India once imposed though 
later withdrawn* are sought to be 
justified by an injury caused by imports 
to local industry in teims mainly of 
Joss in employment. This is not an 
isolated phenomenon but a manifesta¬ 
tion of growing unemployment in 
certain industries in the developed 
world. A number of specialised studies 
have analysed its ramifications 
including industrial productivity and 
imports from other developed countries. 

Jn view of the growing protectionism 
• of difFcrent complexions* it is necessary 
‘to recognise the root cause of the 
{snalady and to lake remedial measures. 
Tlic strategies identified by ILO for 
survival of West German clothing in¬ 
dustry represent the action to be taken 
by the domestic industry: and the 
Netherland Government’s experience— 
however limited and wanting in certain 
respects—delineates the direction in 
which the industrial restructuring 
policy in the developed world can be 
formulated so as to have a develop¬ 
ment cooperation dimension as an in¬ 
built safeguard against loss in indust¬ 
rial jobs there. 

The developed countries, according 
to some UNIDO studies* are under 
pressure for adjustment in their indus¬ 
trial production and employment not 
as much by increasing imports of 
manufactures from the developing 
countries as by the combined' effect of 
technological change* shifts in demand 
and domestic policies, and changes in 
international trade pattern. As con¬ 
cluded by EEC in its very recent study* 
Europe md the Third Wot Id—Study cn 


Inter-dependence (1979), ''Although 
structural crises in the developed coun¬ 
tries would need to be met by foiceful 
policy measures on the part of the 
Governments concerned, such measures 
should not be directed against the 
developing countries, disrupting re¬ 
source flows to, and trade with* those 
countries." 

Based on the 1963-71 data, a study, 
Foreign Trade end Domestic Aid^ financ¬ 
ed by the Rockefeller Foundation in 
1977 observed that 4.0 per cent contri¬ 
bution per year to employment growth 
by domestic demand in USA during 
1963-71 was piedomincntly nullified by 
productivity (2.9%) and less pro¬ 
nouncedly by net trade (-0.5%). 
Imports contribution was negative at 
0.9 per cent but was somewhat neutra¬ 
lised by a positive contribution of ex¬ 
ports at 0.4 per cent. The industry- 
wise position is shown in the table 
alongside. 

An instructive conclusion is th^t 
favourable domestic demand effect on 
employment growth in the above in¬ 
dustries was offset or reduced more by 
productivity than by trade factors. 
Loss in employment caused by produc¬ 
tivity factors is exhibited conspicu¬ 
ously by textiles including apparel. Its 
attribution to imports was insignificant, 
because textile imports are under quota 
regulation. 

A comparatively sluggish growth of 
domestic demand for cotton 
textiles is another particular factor. 
More relevant factor, as revealed by 
Peter Isard {American Economic Review 
June, 1973) is that “new investment 
in the textile industry is concentrated 


on labour-saving devices and, 
furthermore, much of the new invest¬ 
ment is profitable only because the 
high tariffs and quantitative restrictions 
provide a high level of protection from 
imports”. As such, import restrictions 
misdirected industrial investments with 
concomitant loss in employment. 

Competition offered by textile im¬ 
ports from other developed countries 
is substantial, though often over-look¬ 
ed. New Statesman (3id Oct. 1980) 
points out that by value, 60 per cent 
of the imports of textiles and clothing 
in the UK come from the developed 
world mainly Europe, the US and 
Japan. But the British Government 
Trade Department in its booklet The 
Government and the Textile Industry 
continues to say, “All textile indust¬ 
ries in the developed world are having 
to come to terms with the problems 
and competition from low cost im¬ 
ports". Cheap imports from the state 
trading counirics—^mainly COMECON 
frequently come through an intermedi¬ 
ary. Forty per cent of West Germany’s 
textile and clothing output is believed 
to involve East German suppliers or 
factories in some stage of production ^ ^ 
process. 

There is as such need for multi¬ 
faceted industry-wise studies by the 
USA as by any other developed 
country, into different factors of com¬ 
peting imports for gauging their im¬ 
pact on employment, instead of singl¬ 
ing out one factor: subsidisation in a 
developing country. The US autho¬ 
rities are not unaware of such a need; 
but they try to possibly overlook it 
under political pressures and trade 
unionist lobbies, which arc concerned ^ 


EASTIiRM economist 


MAY 22, 1981 



most likely with immediate or sectional 
employment interests and not with 
overall and total employment per¬ 
spective. 

A comprehensive Government policy 
will naturally involve the balancing of 
costs in contracting production in 
sectors subject to severe foreign com¬ 
petition with opportunities and potential 
for highly productive jobs in techno¬ 
logically advanced, exporting industries. 
The requisite strategy elements are the 
domestic action on the lines of what 
ILO suggested for the survival of cloth¬ 
ing industry in the Federal Republic of 
Germany, at the industry level and the 
international action illustrated by the 
Netherlands Adjustment Policy with a 
development cooperation dimension 
at the Government level. 


The alternative strategies delineated 
by an ILO study for the import com¬ 
petition-disadvantaged West German 
clothing industry are: (i) Sophistication 
in marketing, (ii) passive job-processing 
(iil) direct investments, and (iv) buying 
in garments. These elements when 
put to poll, evoked different reactions 
and revealed different dimensions of 
the issue under consideration. 

‘Sophistication in marketing' implies 
that the industry deliberately withdraws 
from the down-market, where prices 
are no longer profitable, and concen¬ 
trates on high grade product groups. Such 
an escape route involves the need for con¬ 
tinual innovation to keep abreast of the 
fashion, which makes rationalisation 
more difficult. It also involves risk 
of an eventual prodtxtion switch by a 


Sources of Growth of Employment in the Selected Import Competing 
Industries in USA : 1963-71 

(Per cent) 



Growth rate 
of total 
employment 

Contribution to growth 
of employment 



Produc¬ 
tion per 
employee 

Domestic 

demand 

Import 

Trade 

Processed food 

0.5 

—2.7 

3.5 

-0.4 

—0.3 

Textiles 

—7.5 

—9.5 

2.2 

—2.2 

—0.1 

Apparel 

—3.6 

-6.2 

3.4 

—0.8 

—0.8 

Wood products 

0.9 

—0.5 

1.9 

—0.6 

-0.5 

Furniture 

3.7 

—0.6 

4.8 

—0.5 

-0.5 

Paper products 

0.3 

—3.1 

6.9 

—4.7 

—3.5 

Rubber and plastic 

4.2 

—0.4 

7.0 

—1.0 

—2.5 

products 

Leather products 

-2.3 

—1.7 

1.2 

—1.0 

—1.8 

Stone, clay and 

1.2 

—1.6 

3.0 

—0.6 

—0.2 

glass products 
Fabricated metal 
products 

-0.4 

—3.4 

3.2 

-0.8 

—0.2 

Electrical equip¬ 
ment and supplies 

2.8 

—2.8 

6.7 

—1.8 

—I.l 

Instruments 

0.9 

—9.3 

10.3 

—1.2 

—0.1 

Transportation 

equipment 

2.4 

—1.9 

4.0 

—0.7 

0.3 

Total (including 
othen): 

0.7 

—2.9 

4.0 

—0.9 

—0.5 



majority of firms to a volatile hig^ 
fashion field, with consequent stro0g;.y 
price competition and dwindling profit '^ 
margins. | 

‘Passive job processing’ implies that 
fabrics and unfinished clothes are sent :i| 
abroad, finished—that is, in the main, : 
made up there for the account of the . 
principal — and then re-imported. It i 
has been tried in its variant forms there; ' 
about 90 per cent of the clothing im- , 
ports into the Federal Republic from j 
Yugoslavia result from this kind of ; 
processing business; and 17 per cent 
of all clothing imports there fall under 
this strategy. Being governed by a 
narrow framework of regulations, it has 
not been much used by medium-sized 
clothing firms. 

‘Direct investments’, being definitely 
supply-oriented, had the highest pre¬ 
ference (48% of all respondents). 
Despite that, developing countries in 
1977 accounted for about 15 per cent 
of the direct investments undertaken by 
clothing industry, while the correspond¬ 
ing rate for all the industries was 
about 30 per cent. This fact shows 
that the West German direct investors 
rated market proximity and well-deve¬ 
loped infrastructure in the developed 
countries much higher than labour cost 
advantages in the developing countries. 

The ‘buying-in* garments has a 
‘merchant’ element, involving smaller 
entrepreneurial risk, lower cost, and 
more comprehensive assortment. 

The import competing industries in the 
USA as in other developed countries 
indeed resort to one or more of these 
domestic strategy elements within their 
respective production and marketing 
parameters and to the extent that their 
own resources and market vision per¬ 
mit. In case these strategies are to be 
extensively adopted to yield substantial 
results on a global basis, the Oovem- 
„ ment readjustment policies will need to 
be restructured to facilitate relocation 
of industries or industrial operations in 
developing countries in conformity 
with the factor-proportions theory of 
international trade and development. 

In the USA, the trade adjustment 



I assistance programme under the 1974 
t Act, though an improvement over that 
% in the 1962 Trade Expansion Act, 
t falls short of a comprehensive pro- 
^ gramme of assistance. Industry appro¬ 
ach to adjustment assistance under it is 
supportive in essence, within the broad 
framework of protectionism. For 
illustration, it places emphasis on com¬ 
pensation in case of rail road industry 
and on retraining and relocation in meat 
packing industry. The export and 
employment subsidy schemes resorted 
to extensively in developed countries 
smack of the same spirit. Such a sup¬ 
portive assistance, often mistakenly 
referred to as adjustment assistance, 
acts as a crutch to the existing inter- 
1 national order, and is directed at slow- 
^ ing rather than assisting change. 

^ Change from the old to the new 
international economic order implies a 
readjustment process which helps to 
achieve beneficial effects of liberal 
trade and to minimise losses involved 
in protectionist postures. Approxima¬ 
tion of such benefits and losses, even 
based on somewhat old data, should 
aid appreciation of such an assistance. 
Net benefits of a more liberal trade 
regime for the United States was esti¬ 
mated by C. Fred Bergsten to be over 
S 10 billion annually on the basis of 
1972-73 data. Loss to the consumers 
alone from the kind of trade policy 
reflected in the protectionist Burke- 
Hartke Bill of 1971, had been esti¬ 
mated to be about S 10 billion annual¬ 
ly. For this very reason, the develop¬ 
ed countries need to adopt an adjust¬ 
ment policy with a development co¬ 
operation dimension. 

Adjustment policies with a develop¬ 
ment cooperation dimension are charac¬ 
terised by (1) increasing involvement 
of the State in planning and subsidis¬ 
ing restructuring, (ii) change orienta¬ 
tion rather than maintenance of the 
existing structure, (iii) an attempt to 
tackle fundamental, long-term pro¬ 
blems, rather than cyclical difficulties, 
and (iv) requiring adjustment in the 
economy of the donor as well as the 
recipient of aid. The fourth element 


characterises the Netherlands* restruc¬ 
turing programme. 

The programme is multi-segmented 
and selective in approach. Its three 
segments are, (i) abandonment of pro¬ 
duction in the Netherlands, (ii) modi¬ 
fication of the production structure in 
the Netherlands, and (iii) the building 
of productive capacity in the qualified 
developing countries. These countries 
are selected on the basis of their abi¬ 
lity (qualified labour, technicians, capi¬ 
tal, infrastructure, etc.) to build pro¬ 
duction capacity. 

The policy statement makes clear 
that aid for segment (iii) is an essen¬ 
tial condition for allocation of sub¬ 
sidies to segments (i) and (ii). These 
subsidies are to be provided in propdr* 
tion to the degree to which benedts 
would accrue to developing countries. 
It also ensures that the projects assist¬ 
ed under the programme do not bene¬ 
fit other developed countries; that the 
projects are consistent with the domes¬ 
tic sector policy of the country; and 
that the substitute activities are viable 
and safeguard employment in the 
country. 

The Netherlands Reconstructing 
Company identifies* through sector 
studies, the industrial sectors most 
likely to be eligible for adjustment 
assistance as well as gets involved in 
project implementation. The Nether¬ 
lands Finance Company (FMO) for 
Developing Countries transits data 
concerning new openings for LDCs 
and provides necessary investment 
capital and technical assistance to 
enable LDCs to quickly and profitably 
fill in the vacuum. 

During the first two years of the 
programme implementation (1975-77), 
an amount of fl. 37,600 million was 
committed and fl. 19.71 million dis¬ 
bursed. Of the total fl. 55.37 million 
received by different sectors under the 
programme (1975 to mid-1978), tex¬ 
tiles topped all with a relative share of 
about 58 per cent* other beneficiaries 
in order of relative importance being 
clothing, knitting, plywood, telecom¬ 
munication, and foodstuffs. 


The ‘Windsurfer* Project of Nijver- t 
dalten Cate, the Netherlands* largest 
textile concern, prepared a project to 
divert its Excess capacity in the spin¬ 
ning and weaving sector into a totally 
new product. The Government sub¬ 
sidised the restructuring, involving the 
purchase of new plant, the retraining 
personnel and market promotion for 
the reasons that the adjustment involv¬ 
ed a move “up market*’ away from 
the manufacture of products, in which 
the LDCs are more competitive. One 
enterprise in clothing sector restruc¬ 
tured itself to produce riding costume, 
sporting wear, and high quality specia¬ 
lity uniforms, instead of blue gray 
suits. Such a restructure benefited deve¬ 
loping countries indirectly and inci¬ 
dentally. Of direct benefit to a deve¬ 
loping country is the project of Bruyn- 
zcel Plywood Company—the largest 
plywood factory—under which the 
company produced quality plywood for 
the European market and took a41" 
per cent share in the capital stock of a 
company in Congo which would manu¬ 
facture standard plywood and sell it to 
the former. 

The programme, however, suffered 
from three main constraints. The first 
is the incomparativeness of subsidy 
amount to the total reconstructing 
budget, especially when provided indi¬ 
rectly through sectoral organisations. 
The second is the lack of institutionali¬ 
sation, leading to inconsistency in 
maintaining the criteria for assistance 
and by-passing of the recommended 
support organisations. The third 
ensues from the effects of contradic¬ 
tory policies on the goal attainment of 
the programme. The goal was confus¬ 
ed with the numerous varieties of pro¬ 
tectionism on the one hand and the 
role of multinationals in transfering 
manufacturing to LDCs, on the other. 
The programme largely benefited 
comparatively large companies at home 
and self-supporting LDCs only. These 
constraints are warning signals to deve¬ 
loped countries for reshaping their 
adjustment assistance policies with deve¬ 
lopment dimension, which is bound to 
be inevitable under the circumstances. 
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fS A HAPPY FAfAilY 


the Nation 


Tourism: Welcome Revival 


|r IS gratifying to note that there has 
4een some revival in the foreign tourists 
Mffic to India during the past one and 
4 half years, although in comparison 
jjrith global standards our foreign ex- 
^ngc earnings from this source still 
^ve much to be desired, considering the 
(Teat potential tourism has in this country, 
i^fter steadily growing at a fairly rapid 
lace, 14/15 per cent per annum, in most 
»f the years of the 197()s-the average 
luring the 10 years to 1979 working out 
o 12.1 per cent—tourists arrivals grew by 
jst 2.2 per cent in 1979. The last year 
/itnessed some improvement over the 
!979 situation when the number of tou- 
ists registered an increase of 4.6 per cent. 
?he first four months of the current 
alendar year, however, have seen a 
rowth of as much as 9.8 per cent. April 
as been a very good month: 63,436 tou- 
ists arrived in India during this month 
s compared to 53,340 tourists in April, 
980--an increase of 18.9 per cent, a re- 
ord for any month during the past three 
ears. 

The data concerning foreign ex- 
bange earnings from tourism for the 
urrent calendar year is not yet avail- 
ble. But the uptrend registered during 
980 yielded an additional Rs 98 
fores over the Rs 384 crores earnings 
\ the previous year. The number of 
>urists visiting India in 1980 increased 
3 800,150 from 764,781 in 1979. That 
nstable conditions in the neighbouring 
^untries affected overland tourist traffic 
uring the past two years is evident from 
It fact that in both these years there was 
significant decline in arrivals from 
fghanislan and some of the Persian Gulf 
>untries. There has been some improv- 
lent in the arrival from these countries 
oently, but not very significant. The 
aflBc from the USA, Canada and some 
aropean countries too slowed down 
adng the last two years, presumably 
ibilogMMil inflationary trends and the 


rise in air fares necessitated by higher fuel 
costs. There, however, appears to be a 
significant correlation between endeavours 
at economic collaboration between India 
and the foreign countries, as visits in 
persuit of these efforts are included in 
tourists arrivals. An eloquent testimony 
of this is available from the increased ffow 
last year of tourists from France, West 
Germany, Italy, Sweden, Switzerland Mau¬ 
ritius, Tanzania, Uganda, Indonesia, Ma¬ 
laysia, the Philippines, Thailand, etc. 

A proper appreciation of this correlation 
appears to be necessary in the interest of 
drawing up the tourism development pro¬ 
grammes for the near future. The re¬ 
quirements of the holiday tourists are 
significantly different from those visiting 
India on business account. Whereas the 
genera] development of tourists’ attraction 
centres all over the country is a pro¬ 
gramme to which both the Central and 
the State Governments as well as private 
entrepreneurs can address themselves, 
there is a good case for expeditiously 
strengthening facilities in the cities which 
are of particular interest to business 
tourists. These obviously are metropolitan 
cities and State capitals as well as the 
general tourists’ attraction centres in 
their neighbourhood. 

Although the target of catering for 1.7 
million tourists by the end of 1985 has 
been set. implying near-doubling of the 
tourists arrivals in the country within the 
short span of five years, the Central finan¬ 
cial outlay of Rs 72 crores for the Sixth 
Plan period for the development of tou¬ 
rism may prove to be inadequate owing 
to the persistent double digit inflationary 
trends. 

In the interest of making the best use 
of the limited resources available, de¬ 
velopment based on the travel circuit 
concept is being attempted. But even 
then, the outlay for augmenting and im¬ 
proving facilities for tourists needs to be 
stepped up. The Central allocation dur¬ 


ing the entire five-year period of the Sixth 
Plan falls short of even the additional 
Tourists Arrivals and Foreign Exchange 
Earnings from Tourism in India 


Year 

Tourists 
(In ’000) 

Foreign 
Exchange 
Earnings 
(Rupee crores) 

1961 

139.8 

18.5 

1966 

159.6 

22.6 

1970 

280.8 

38.0 

1971 

301.0 

40.4 

1972 

343.0 

48.3 

1973 

409.9 

67.6 

1974 

423.2 

69.7 

1975 

465.3 

104.2 

1976 

534.0 

225.0 

1977 

640.4 

283.0 

1978 

748.0 

330.0 

1979 

764.8 

384.0 

1980 

800.2 

482.0 


earnings during 1980. If the growth in 
tourists traffic this year averages to more 
than 10 per cent, as it should, the addi¬ 
tional earnings this year may be as much 
as over Rs 250 crores. 

Drive Without 
Direction _ 

iNiMFLBMBNiiNG the programme of ex¬ 
port promotion, the Government of India 
should give greater attention to diversi¬ 
fication in terms of markets. In 1980-81, 
India’s exports to several important 
regions and countries suffered a sharp 
set-back in relation to the previous year. 
The latest annual report of the Com¬ 
merce Ministry says that the off-take of 
Indian goods by developed countries of 
Europe and North America was **disquiet- 
ing” during 1980-81 and that the demand 
from ESCAP and West Asia also had not 
increased. However, there has been a 
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coBAiderabte im^ovament in the exports 
to East Europe which, during April-Sep- 

e hber, 1980, at Rs 632 crores recorded 
increase of about 77 per cent over the 
exports at Rs 358 crores in the similaF 
period of 1979. Exports to Russia in this 
period went up from Rs 265 crores to 
Rs 528 crores. Some improvement is 
said to have taken place in the exports 
to Africa and Latin America as well. 

Unfortunately, the Commerce Ministry 
docs not have the data about the actual 
trend in the direction of our exports. The 
^Ministry’s report says that the trade 
figures available for the first half of 
1980-81 (April-September) are “very pro¬ 
visional and are not strictly comparable 


R. J. Venkateswaran 
writes from Calcutta 


with the revised export-import figures 
for the corresponding period of 1979” 
and that therefore it is not possible to 
study the pattern of our trade with seve¬ 
ral countries. But will not such wide gaps 
Nn commercial intelligence affect the 
Ministry’s export promotion efforts? 

The Ministry therefore should see to it 
that it keeps itself posted with adequate 
and up-to-date statistics as far as possible, 
at least in respect of the major markets 
so that the appropriate changes in the 
export strategy can be introduced when 
necessary. The Ministry should identify 
the specific reasons for the decline in the 
export to various markets. It is well- 
known that protectionism, recession and 
other adverse developments abroad have 
affected our exports. But unless the Minis¬ 
try has a clear idea of the real reasons for 
^ this set-back, it will not be possible to 
take the corrective measures and push up 
exports. 

It is particularly important to give spe¬ 
cial attention to the markets nearer home 
such as Bangladesh, Nepal, Sri Lanka 
and Pakistan. Our exports to these coun¬ 
tries have shown a falling trend in recent 
years. The Minister of State for Com¬ 
merce made a statement in Parliament in 
February this year on India’s trade with 
the neighbouring countries, in the course 
of which he pointed out that the Govern- 
meat had taken “ail measures’* consider¬ 
ed necessary for promoting trade and 
eccmomic cooperation with these coun¬ 


tries. Some of th6 measures taken in 
1980 were the visit of the Commerce 
Minister to Dacca, establishment of the 
Indo-Bangladesh Joint Business Council, 
extension of a credit of Rs 10 crores to 
Sri Lanka to enable it to obtain require¬ 
ments of machinery, trade talks with 
Bangladesh and Pakistan, organisation by 
the Engineering Export Promotion Coun¬ 
cil of the Indian Automative Fair in 
Colombo and so on. But is the Ministry 
of Commerce taking apporopriate follow¬ 
up action on these measures? 

It is significant to note in this context 
that the commercial sections of the 
Indian missions in the neighbouring 
countries are poorly equipped. For ins¬ 
tance, in Bangladesh, the commercial 
section consists of one Secretary, one 
personal assistant and one peon. In 
Pakistan, there is one first secretary, one 
personal assistant and one assistant. 
In Sri Lanka there is one counsellor, 
one registrar, one personal assistant, two 
assistants, one senior clerk, one clerk, 
and two peons. How can the Commerce 
Ministry expect the commercial sections of 
our missions in these countries to transmit 
regular and realiablc commercial intelli¬ 
gence or undertake other essential acti¬ 
vities which are relevant to export pro¬ 
motion? In the developed countries also, 
the commercial sections need to be en¬ 
larged and strengthened so that apart 
from doing their routine jobs cfliciently, 
they can also concentrate their attention 
on market studies and on other develop¬ 
ments which have a bearing on our ex¬ 
port promotion. 

Basu's Public 
Relations Campaign 

The Chief Minister of West Bengal, Mr 
Jyoti Basu, recently visited Bombay, 
Madras, Trivandrum and some other 
State capitals and addressed public meet¬ 
ings and press conferences at which he 
explained the achievements of the Left 
Front Government and alerted the public 
about the alleged attempts being made by 
the Centre to topple it. Mr Basu is ex¬ 
pected to visit other places also in the 
coming months. Mr Basu’s tours are 


intended to create a better undmtaiidil| 
of the Centre’s relations with West Bei|[|||i 
and other non-Congress States in 
and to warn the country about blip 
Delhi’s **authoritarjan attitude”. 8|{|| 
should not the Chief Minister comht^ 
politics with business so that his vtrii| 
will also help to attract more investoi^ 
and entrepreneurs into West Bengal? ^ 

Special Incentives 

In recent months, Chief Ministers and 
Ministers of Industry from various Statei 
have been coming to Calcutta and meet^ 
ing industrialists with a view to persuad 
ing them to invest in their States. Ot 
April 22, Mr Niaz Hasan, Minister ol 
Industry of UP, visited Calcutta, accom* 
panied by the Cliairmen of State Corpo 
rations and the Secretary of the Industrj 
Department. In the course of the discus 
sions with industrialists, the Ministei 
and his oilicers described the incentive: 
and facilities offered by the UP Govern 
ment for setting up new industries am 
for expanding the existing ones. The^ 
revealed that a high-powered committo 
had been set up to process all application 
with minimum delay and to provide **0116 
window service” to them. Special atteii 
tion was being given to augment pown 
and other infrastructure facilities fo 
industries and care was also being takes 
to sec that labour disputes were settle* 
promptly. They also assured that th 
private sector would be welcomed to Bt, 
up industries on its own or participate b 
joint ventures. 

Mr Hasan’s visit was followed by the 
of the Industry Minister of Bihar, M 
Ramashray Prasad Singh, who carnet 
Calcutta on May 6. He was accon 
panied by the Minister of State for Indui 
try, Mr Tiru, and during their two-da 
stay in the city they met over 200 entn 
prencurs. Many of them were reporte 
to have shown a keen interest to invest i 
Bihar. One large house is stated to ha> 
agreed to invest about Rs 50 crores i 
various joint sector projects. The indi^ 
tries in which interest has been shout 
include jute, power, alcohol, spinak 
mills, inorganic chemicals, cement ax 
timber-based units. The Bihar Gover 
ment also has set up a Liaison Office 
Calcutta to enable entrepreneurs to g 
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and reliable information on vario- 
aspects relating to the industrial 
ilopment of the State, 
these circumstances, should not the 
(fest Bengal Government play an aggres- 
TO role in promoting industrial deve- 
l^ent? Like other States, the Govern- 
Imt of West Bengal also has been ofifer- 
a variety of incentives for entre- 
leursand this package is almost as 
:ivc as that offered by other States, 
scope for setting up new industries in 
l^t Bengal is also enormous and it has 
1 ^^ examined in depth by some consult- 
^ firms, banks and other institutions. 
5e Government should try to prevent the 
||^us of entrepreneurs to other States 
'^d also encourage capital from other 
pirts of the country to flow into this 

Atulya Ghosh, a vatcran Congress 
ider wrote in the Statesman of May 10 
if the State was plunged into chaos 
frequent bandhs and other forms of 
tion, industrialists would have no 
amative but to think of shifting to 
ir States. He warned that the shifting 
j^industry would result in more unemp- 
Jllnient and less money in circulation in 

list®*®- 

gTherefore, while conducting his public 
^jjktions campaign in the country, the 
f Minister should sec to it that the 
IttStrial base of West Bengal is not 
^ed and that it is actually broadened 

M strengthened. 
m 

■ . . 

^tering Medak’s 
ilevelopment 


ECONOMIC development of Medak 
of Andhra Pradesh, which retur- 
^ the Prime Minister, Mrs Indira 
^dhi, to the Lok Sabha during the last 
^mentary election, may soon receive 
^endous fillip. Although it has a 
industrial concentration at Patan- 
close to Hyderabad, and consider- 
^Totential for agricultural growth, large 
of the district continue to the under- 
>ptd. To stimulate industrial deve- 
it further, which will have a whole- 
|}mpact on agriculture as well, four 


nucleus complexes have lieen recommen¬ 
ded to be set up here by a high-powered 
task force headed by Dr Ram K. Vepa, 
Development Commissioner, Small-scale 
Industries, Union Ministry for Industry, 
involving an aggregate investment of 
Rs 209.07 crores. Their establishment 
will generate employment for approxima¬ 
tely 38,000 persons. 

Andhra Pradesh, thus, may be the 
second State in the country, after Punjab 
where the new concept of creating sizeable 
employment potential through fostering 
of industrialisation is to be given concrete 
shape. The work on the nucleus complex 
at Govindwal in Punjab was taken up in 
November last. The decision on the 
Medak complexes is expected to be taken 
shortly. Orissa and Himachal Pradesh 
may the next two States to have nuc¬ 
leus complexes. Exercises for the esta¬ 
blishment of the complexes here are stated 
to be at an advanced stage. 

Agro-Industrial Complax 

Based on local resources and skills and 
aiming at encouraging development of 
ancillarics, two of the nucleus complexes 
proposed for Medak district will be agro¬ 
industrial. Of the remaining two, one 
will be an engineering complex and the 
other a cluster of electric and electronic 
industries. The agro-industrial complexes 
are to be set up at Zaheerabad and Siddi- 
pet. The location suggested for the engi¬ 
neering complex is Sangareddy. The 
electric and electronic complex is to be 
located at Medak itself. 

The industries which have identified to 
be set up at the four complexes will pro¬ 
duce bicycles, detergents, microoutrients, 
industrial sewing machines, watch ancilla- 
ries, photo voltaic cells (for making irriga- 
lion pumps) and tape-recorders and 
loudspeakers. Some projects in these 
lines of manufacture have already been 
sanctioned and are in the pipeline. Their 
inclusion in the nucleus complexes should 
go a long way in accelerating their imple¬ 
mentation. An electrics switching plant, 
currently under the consideration of the 
Union Ministry of Communications, has 
also been suggested to be established at 
Medak. Good prospects, it is felt, exist 
for setting up at Siddipet such projects as 
a starch unit (based on maize), a coopera- 


tiva spinning mill, a sericultuie unitafid 
a malted milkfood plant. An ordnance 
factory has been recommended for eita- ^ 
blishment at Zaheerabad. 

To coordinate the development of the 
four complexes, a high-level industrial 
development authority may be set up. A 
welcome fallout of the above programme 
may be the upgrading of the Hyderabad 
airport to a full-fledged international 
airport so that increased exports to the 
West Asian countries can be catered for. 


AFC Forges Ahead 


A REFERENCE was made in these columns 
last year to the good work being 
carried out by the Agricultural Finance 
Corporation (AFQ and how during 1979, 
the activities of the corporation further 
expanded both in terms of quantity and 
variety as requests for formulating or 
appraising more and more developmental / 
projects pertaining to agriculture and 
allied activities requiring institutional 
assistance were received. Mention should 
be made here of the dynamism displayed 
by its Managing Director, Mr Ghulam 
Ghouse. 

In addition to the requests from the 
State Governments for preparation of 
block level plans, the corporation has 
been receiving assignments from its mem¬ 
ber banks for district credit plans and 
action plans for selected blocks of dis¬ 
tricts. Set up in 1968 with headquarters 
in Bombay by 37 banks included in the 
Second Schedule attached to the Reserve 
Bank of India Act 1934, the primary 
object of the AFC is to help the commer¬ 
cial banks participate actively in the 
development of agriculture. Besides 
offering comprehensive consultancy ser¬ 
vices in the areas of agriculture and agro- 
economic development, its functions 
include project formulation, project 
appraisal, technical surveys etc. 

AFC has so far prepared more than a 
score of integrated area development pro¬ 
jects. The latest is a report on Intensive 
Development of Nagari block in Chittoor 
district, Andhra Pradesh. This was at 
the instance of Indian Bank, the lead bank 
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of the district, which is also a member of 
Ac AFC consortium. It is a tremendously 
minstaking job and has been done after a 
good deal of laborious work. In prepar¬ 
ing the project report, the following main 
objectives were kept in view: 

(1) To identify the poorest and the 
most needy families and suggest a set of 
economic activities for each one of Aem 
which would help them to move above 
Ae poverty line. 

(2) To locate groups requiring special 
Intention such as scheduled castes and 
pmheduled tribe families, dry land owners 
and the educated unemployed persons 
and formulate schemes which would direct¬ 
ly benefit them. 

(3) To identify the needs of infrastruc¬ 
ture development and suggest additional 
public investments required to fulfil the 
minimum needs of the communities and 
also to promote programmes for full cm- 
ptoyment. 

(4) Taking these into account, formulate 
specific bankable schemes with individual 
{(identification of the participants, provide 
banking plan for the block and business 


T. T. Vijayaraghavan 
writes from Bombay 


plan for the bank branch and indicate the 
type of beneficiary organisations that 
should be promoted to undertake common 
activities and provide common facilities. 

(5) Finally, to identify to the extent 
possible development agencies. Govern¬ 
ment and voluntary, which can promote 
^ese activities and define their roles and 
evolve a time schedule and procedure for 
implementation of the schemes. 

In pursuance of these objectives several 
studies and surveys were undertaken at 
the micro-level and enormous informa¬ 
tion was gathered on the block to find out 
Ae requirements of families in terms of 
investments for development and to 
formulate loan proposals. The public 
investments recommended are of the order 
of Rs 2.80 crores over a period of Aree 
^ears on 24 developmental works. They 
Wlude provision of utility services, roads, 
and oAer communication facilities and 
agricultural and agro-industrial services. 



It is reckoned that investment of this 
order will generate on an average em¬ 
ployment for 1250 persons for 300 days in 
a year. In addition fifty bankable 
schemes have been presented which will 
involve institutional finance of the order 
of Rs 6.55 crores for a period of three 
years to be advanced in respect of 16,589 
accounts. This amount is four times the 
allocation envisaged for this block in the 
district credit plan. Of these bankable 
accounts, nearly 90 per cent will go to the 
weaker sections like small and marginal 
farmers, landless labourers and artisans. 
In preparing this, a distinction has been 
made between demand-based schemes and 
potential or need-based schemes. 

All this, of course, is not glamorous, 
and may seem prosaic in an ethos where 
paper scheme coupled with impracticable 
high-vaulting targets are the order of the 
day. But it is implementation of these 
ground-work schemes that would in the 
ultimate analysis contribute to the welfare 
of the weaker sections for whom copious 
tears arc being shed on demagogic plat¬ 
forms. 

In this connection mention Aould be 
made of AFC’s yet another recent valu¬ 
able report which relates to the integrated 
tribal development project in NiwasTehsil 
ofMandla district in Madhya Pradesh. 
This was done at the instance of the 
Madhya Pradesh Government through its 
Tribal Area Development Planning 
Department. Here an attempt has been 
made to identify the potential for develop¬ 
mental schemes which are simple and can 
take off the ground immediately and 
generate optimal level of income within a 
limited time-frame. The project envisages 
Government spending for infrastructure 
development, extension, education and 
services as well as assistance to the institu¬ 


tions in the form of subsidies and griq 
in-aid of different forms. The report-1 
based on socio-economic data and film 
studies followed by personal intervin 
with tribals and secondary data obtail|| 
from various sources. The developntm 
strategy covers various fields like agrieu 
ture, soil conservation, irrigation, forest^ 
animal husbandry, education, heaW 
services and rural water supply. The id^ 
is to project a balanced integrated Htn 
proach for all the spheres of tribal active 
in the project area. The total outlay Jij 
the project phased over a period of fiv 
years would be of the order of Rs 15.^ 
crores. The institutional credit assistan^ii 
envisaged under the project is to the tutf 
of Rs. 2.60 crores which is nearly 17 pi 
cent of the total outlay. It has bew 
suggested that the project should be iifi 
piemen ted through a new set-up callet 
Tribal Development Corporation whiefi 
in addition to the Government fund 
placed at its disposal, would also be abl 
to mobilise funds from the commercia 
banks. 

Finally a reference has to be made tc 
the evaluation work of AFC. A go<M 
deal of controversy, mostly partisan po^ 
tics, surrounded the Whole Village Devc 
lopment Programme of Agrindus Banwg 
Seva Ashram in Mirzapur district in Utta 
Pradesh last year. It is to the credit a; 
AFC that it took the evaluation worj 
with commendable zeal and helped ^ 
clear by its objective report many wronj 
and erroneous impressions created aboii 
this unique experiment. The solid impac 
of this programme on this area has no^ 
been conclusively established so that oth^ 
voluntary organisations can take a leaf od 
of the Banwai Seva Ashram (Agrindug 
experiment and go ahead confidently ji 
rural development work. 
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indow on the World 


Rapid Rise in IMF 

Assistance 


K nancial assistance from IMF to 
Tican countries has increased steadily 
in recent years. The amounts of Fund 
resources outstanding under different 
arrangements have increased over the 
past two years at an average annual rate 
of 25 per cent, to SDR 1.8 billion at the 
end of 1980, and African countries' use 
of Fund resources, is likely to increase 
further in 1981 and beyond. Thus far in 
1981, six African countries have received 
arrangements totalling SDR 1.5 billion, 
and it is expected that additional arrunge- 
l^ients of the same order of magnitude 
will be negotiated with other African 
countries before the end of the year. 

The table alongside show therapid rise 
in Fund assistance to African countries 
in recent years. This increase has taken 
place in three separate phases. 

The first phase followed the increase in 
world oil prices in late 1973, which led to 
a sudden, sharp deterioration in the pay¬ 
ments position of the oil importing coun¬ 
tries. If these deficits had not been finan¬ 
ced, the affected economics would have 
suffered large disruptions, with severe 
l^amage to the world economy. At that 
time, the first priority was to provide 
financing of the initial impact of the oil 
price increases, especially to countries 
that were not in a position to obtain the 
financing required in international capital 
markets. This situation led the Fund to 
establish the special oil facility for 1974 
and 1975, financed by borrowing from 
countries in relatively strong payment 
positions. 

The African countries, that were not 
importers of oil borrowed a total of SDR 
1^64 million under the oil facility, and 
since these loans were not designed to 
promote prompt external adjustment, 
normal Fund conditionality did not apply. 



The only requirement for borrowing 
members was that they avoid policies that 
would aggravate the problems of other 
members, such as competitive deprecia¬ 
tion and the escalation of restrictions on 
trade and payments. In the 1974-75 
period, there was also a substantial in¬ 
crease in the amount of Fund assistance 
to African countries under the compensa¬ 
tory financing facility, which finances 
temporary shortfalls in export receipts 
that arc beyond the member’s control. 

The second phase of the increase in 

Commitments of Resources: Country-wise 
(April 1981) 

(million SDRs) 


Amount Amount Undrawn 
agreed purchased balance 


Central Afri 


can Republic 10.4 

— 

10.4 

Equatorial 



2.5 

Guinea 

5.5 

3.0 

Gabon 

34.0 

— 

34.0 

Ivory Coast 

484.5 

44.2 

440.3 

Kenya 

241.5 

90.0 

151.5 

Liberia 

65.0 

32.0 

33.0 

Madagascar 

76.7 

21.5 

55.2 

Malawi 

49.9 

22.0 

27.9 

Mauritania 

29.7 

8.9 

20.8 

Mauritius 

35.0 

22.0 

13.0 

Morocco 

817.1 

68.3 

748.8 

Senegal 

184.8 

41.1 

143.7 

Sierra Leone 

163.7 

— 

163.7 

Tanzania 

179.6 

25.0 

154.6 

Togo 

47.5 

7.3 

40.2 

Zimbabwe 

37.5 

37.5 


Total 

2,462.4 

422.8 

2,039.6 


Data : IMF Exchange and Trade Rela¬ 
tions Department 


to Africa; 

Fund support to African countries wa# 
associated chiefly with loans from the 
Trust Fund, which was set up in 1975 for 
the benefit of developing countries with! 
the profits realised from the sale of a part 
of the Fund’s gold. These loans were 
made available on concessional terms in 
support of adjustment cirorls, but the 
level of conditionality applied to these 
loans was the same as that required foi 
purchase in the first credit tranche. 

During the first two phases, use of th« 
Fund’s regular tranche policies was limit 
ed. Although the number of Africa] 
countries using the first credit tranchi 
increased, in association with Trust Fum 
loans, the use of higher credit tranche 
remained infrequent. The third phaa> 
began in 1979, when there was a rapii 
rise in Fund support to African countrie 
under stand-by arrangements in the uppe 
credit tranches and in extended arrange 
inents. Of particular interest is the shai^ 
increase in multiyear arrangements aug 
mented by resources under the supple 
mentary financing facility. The share o 
African countries in the total amount o 
Fund assistance offered under stand-b^ 
and extended arrangements in 1979 am 
1980 rose to 38 i*)er cent from only 1 pe 
cent in 1970-78. As a ratio of the tota 
number of stand-by and extended arrange 
ments approved, Africa’s share rose to Si 
per cent in 1979 and 1980 from an annua 
average of 20 per cent in 1970-78. 

This third—and present phase in thi 
recent development of Fund assistaub 
to African countries primarily reflects tm 
factors: ( 1 ) the continued and marte 
deterioration in the economic and final! 
cial position of many African countrie 
and ( 2 ) the progressive evolution in ng 
ponse to changing circumstances, of Fttfl 
policies applied to the use of the resourci 
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[ to the scale of Fund assistance 
I to members. 


avail- 


A turning point in the evolution of 
occurred in 1980» when, in 
light of the worsening world economic 
|\|foation, including for many countries a 
Fioration in external terms of trade 
is not likely to be reversed, the 
i’s Executive Board conducted a 
jipmiprehensive review of its policies to 
pi^mote adjustment. There was broad 
ll^eement that the Fund should play a 
l^^er role in the adjustment process and 
financing payments imbalances. It 
I las been concluded that, subject to the 
|{;lilMlilability of adequate borrowed funds, 
ilflie Fund’s gross assistance to members 
its own and borrowed resources of 
Ifjkc order of magnitude up to 150 per cent 
(^if present quota including purchases 
4 ;|ader the compensatory and buffer stock 
^hiancing facilities would be appropriate 
||l|Mr each year, or a total of 450 per cent 
^ quota over three years. This represents 
^Very large increase from previous limits. 
^ was also agreed that this order of 
llmgnitudc would not be automatic, but 
iflbuld be applied in a pragmatic and 
[{fexible way in relation to the size of the 
Upembers* needs and in support of sound 




istmcnt programmes. 


Adjustment Periods 


% 

^ As part of this review, the Directors 
“^cided against the creation of a special 
^Idlity like the oil facility or an extension 
^ the repurchase period. It was noted 
longer adjustment periods did not 
^11 for longer repayment periods, but 
wher for a succession of adjustment pro- 
^^mmes which in effect would permit the 
Jjli© of Fund resources to remain outstand- 
beyond their nominal repurchase 
^iwiod. It was considered that present 
^^ditionality guidelines were sufficiently 
‘^ible to accommodate the envisaged 
jfiPger role for the Fund in .idju^'tmcnt, 
the same time, it was agreed that there 
^^ould be emphasis on eliciting supply 
‘^^ponse as well as on appropriate demand 
^^anagement, in a manner that would 
1 structural inadequacies. 

Jnder these policies for the use of 
er amounts of Fund resources for 
^|tiger periods, members have been en- 
^caged to enter meaningful adjustment 
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programmes, with higher credit tranche 
conditionality, supported by Fund re¬ 
sources. 

Source : IMF Survey 


What OPEC is Doing 
With Its Money 


SiJFncir.NT DA IA aie now available to 
give a relatively complete picture of how 
the OPEC countries disposed of the huge 
SI 10-billion current-account surplus they 
accumulated lust year. Some S44'S45 
billion flowed into deposits with the 
banking systems of the industrialised 
countries. Other investments in the 
industrialised nations—chiefly purchases 
of Government bonds and bills, private- 
sector debt, and equities—accounted for 
an additional S33 billion, ofw'hichSIS 
billion represents investments in the Uni¬ 
ted States or claims against non-bank US 
entities. Some S5 billion was loaned 
directly on a term basis to the oil-import¬ 
ing dcNeloping nations. Another $5 billion 
was invested in the debt of international 
organisations. And approximately SI5 
billion was accounted for by short-term 
credits for oil exports. When account is 
taken of foreign borrowing, the unidenti¬ 
fied residual would thus appear to fall in 
the S10-S15 billion range. 

There arc several features of this pat¬ 
tern of deployment of the OPEC surplus 
that deserve mention. One is the decline 
in the proportion of new assets held in 
the form of bank deposits. In 1979, 
almost two-thirds of the identifiable addi¬ 
tions to OPEC portfolios took this form. 
1 ast year this fraction was down to one- 
half. This pattern of increased diversi¬ 
fication as to type of asset closely paral¬ 
lels the events following the first oil price 
shock, and can be expected to continue. 

The most striking development, how¬ 
ever, has been the decline in the propor¬ 
tion of OPEC assets held in the form of 
claims against the US banking system. 
From the end of 1979 to the end of 1980, 
the liabilities to OPEC countries of banks 
in the United States plus major foreign 
branches of US banks jpcrcascd by only 


Sl.l billion^ less than three per cent of the 
total increase in OPEC claims against ^, 
banks in the industrialised countries. The 
liabilities of the US banking system to 
Middle East oil exporters actually dec¬ 
lined by $2.0 billion last year. This is a 
sharp reversal from 1979, when $16.5 
billion of the nearly $40-billion increase 
in OPEC claims against the international 
banking system was held with US 
banks. 

Although comprehensive data are lack¬ 
ing, this change in OPEC asset preferences • 
docs not appear to represent a diminished 
attraction of dollar-denominated assets, 
however. Indeed, it would appear that 
the trend toward diversification away 
from dollar assets in OPEC portfolio so 
noticeable in 1978 and 1979 was sharply 
reduced if not reversed Iasi year. 


International Finance 


Oil cxforiers’ identified placements ab¬ 
road amounted to $21.4 billion in the 
third quarter of 1980, compared with 
$26.4 billion in the second quarter, 
according to data published by the Bank 
of England. Of the total identified place¬ 
ments, about $10 billion was deposited 
in banks during the third quarter of 1980, 
compared with about $13 billion in the 
second quarter. Investment by the oil 
exporting countries in the United King¬ 
dom rose to $6.0 billion in the third 
quarter, compared with $3.1 billibn in 
the second quarter and an estimate of 
$3.3 billion in the fourth quarter. The 
third quarter increase reflected substan¬ 
tially high Eurocurrency bank deposits. 
In the United States, oil exporting coun¬ 
tries invested a total of $2.2 billion dur¬ 
ing the third quarter of 1980 compared 
with $6.5 billion in the second quarter. 
The decline was partially the result of a 
$2 billion reduction in US bank deposits 
by the oil exporting countries. The data 
indicates that investment in the United 
States by oil exporters, remained at about 
$2 billion in the fourth quarter of 1980. 
The Bank estimates that the aggregate 
current surplus of the oil exporting coun¬ 
tries (excluding officials transfers) amoiqv’ 
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ted to about S109 billion in 1980. Their 
disposable cash surplus is estimated at 

1 77 billion in the first three quarters of 
980 while the deployed surplus identified 
so far by the Bank amounted to about 
871 billion during the same period. 

{Bank of England Quarterly Bulletin) 


Japanese Economic 
Outlook 

- 

TflJiPACJi of inflation-adjusted economic 
growth in Japan slowed to 4.2 per cent 
last year from 5.6 per cent in 1979, owing 
largely to the sharp rise in oil prices and 
a restrictive monetary policy. The forces 
contributing the most to growth were 
private plant and equipment investment 
and net exports; private consumption and 
re'sidential housing investment were quite 
weak. Ihe oil price rises coi tributed to 
a morc-than-doubling of the consumer 
Jprice inflation rate to eight per cent and to 
a widening in ihe current-account deficit 
to 810.8 billion from 88.8 billion in 1979. 

The domestic economy has remained 
sluggish so far this year, but economic 
activity is expected to pick up in the third 
quarter. For 1981 as a whole, real econo¬ 
mic growth of 3.7 per cent is projected. 
Progress on the inflation front should be 
substantial, with the rate of consumer 
price increase likely to ease to five per 
cent. And on the external front, the cur¬ 
rent account gap is projected to narrow to 
less than 86 billion. 

For Japan, as well as for the rest of the 
^on-oil exporting world, 1980 was a year 
of adjustment to the second wave of huge 
oil price hikes. The price increases of 
1979-80—combined with the restrictive 
monetary policy aimed at dampening 
their inflationary impact—slowed Japa¬ 
nese economic activity last year. The 
major source of weakness was private 
consumption, as the burden of the terms- 
of-trade deterioration was borne primarily 
by labour in the form of moderate wage 
increases. The annual average wage 
settlement of 6.9 per cent was outpaced 
by consumer price inflation and with 
little if any increase in real disposable 
income, consumer spending rose by just 



1.3 per cent in real terms. The only bright 
spots were private plant and equipment 
investment and net exports. The sharp 
increase in oil prices induced businesses 
to undertake investment aimed at energy¬ 
saving and rationalisation, despite the 
economic slowdown. Consequently, in¬ 
vestment in plant and equipment increas¬ 
ed 6.4 per cent in real terms. Net exports, 
however, provided the main stimulus to 
growth, contributing 3.6 per cent of the 
4.2 per cent real GNP increase. 

Japan's rate of inflation, although wor¬ 
risome in early 1980, moderated signi¬ 
ficantly over the course of the year, 
owing to the relatively restrictive mone¬ 
tary policy pursued for much of 1980. On 
a ycar-over-year basis, wholesale price 
inflation peaked at 24 per cent in April 
and consumer price inflation peaked at 
8.7 per cent in September. For the full 
year, average wholesale prices rose 17.8 
per cent, with consumer prices rising eight 
per cent. But on a Decembcr-to-Deccm- 
ber basis, the wholesale price index in¬ 
creased by only 9.6 per cent while the con¬ 
sumer price index advanced 7.1 per cent. 

Shortfall Narrowed 

Although Japan’s current-account 
deficit widened to just under 811 billion 
last year, the shortfall narrowed as the 
year progressed and was nearly eliminated 
by year-end. For the full year, exports 
rose 25.1 per cent in value terms, while 
imports advanced 25.3 per cent. The 
volume of crude oil imports fell 9.5 per 
cent, but the value of petroleum and pet¬ 
roleum-product imports soared 52 per 
cent. On trade account, the surplus ex¬ 
panded marginally to 82.1 billion from 
81.8 billion in 1979. 

The long-term capital account made a 
remarkable turnaround last year, regis¬ 
tering a surplus of 81.8 billion—in con¬ 
trast to a deficit of 812.6 billion in 1979. 
The reversal is attributed to a surge in 
investment from overseas, mainly from 
the Middle East. The large-scale foreign 
purchases of Japanese financial assets, 
together with the steady improvement in 
the current account, also had the effect of 
bolstering the yen on foreign-exchange 
markets last year. 

As inflation showed signs of casing and 
as the domestic economic weakness 


became increasingly apparent in 1980,, 
Japanese Government took steps to i 
economic activity, with emphasis 
monetary policy. Beginning in August 
central bank discount rate was prog: 
sively lowered from its peak of nine 
cent to 7.25 per cent by year-end. Win<3 
guidance was also relaxed. Nevertheli 
the domestic economy remained 
ingly weak; real ONP advanced at.il 
seasonally adjusted annual rate ofoni^jli 
two per cent in the final quarter of 198(1^ 
As a result, in March 1981 additional me^ 
sures w'ere taken. The Bank of Japan 
its discount rate to 6.25 per cent, lowered 
reserve requirements, and, in eflfeol^ 
abolished restrictions on commercial ba]l|i 
lending for the second quarter of 198li 
Interest rates on deposits were also cut. ^ ■ 

Weakness of Economy 

Given the weakness of the domesttfi 
economy and the favourable outlook fos 
inflation, a fuither cut in the discount 
rate is likely in 1981, and window guid¬ 
ance will probably remain lenient. How¬ 
ever, the Bank of Japan, concerned bjf; 
the prospect of large capital out-flows in 
response to higher interest rates overseasi^ 
has left the door open to a tightening of 
monetary policy should external consido*: 
rations warrant it. 

Modestly stimulative fiscal measures 
have accompanied the relaxation in mona^. 
tary policy. Fiscal measures announced hi 
March 1981—which are an extension ot 
those adopted in September 1980—are 
designed to aid small and mcdium-sizeif 
businesses, boost housing construction, 
and accelerate public-works spending. 
But fiscal stimulation has been limited by 
the Government’s desire to reduce the 
budget deficit and thereby cut back on the 
issue of national bonds for deficit financ¬ 
ing. Indeed, the fiscal 1981 budget calif 
for the rise in Government spending to be 
held to 9.9 per cent, the lowest rate of 
increase in 22 years. The budget defiett; 
is set to narrow to 26.2 per cent of total; 
expenditure, with an increase in revenues: 
resulting from fiscal drag and a boost ilf 
indirect taxes and in the corporate income^ 
tax rate. ' 

With cumulative Government debt soas-^ 
ing, Japan’s Prime Minister Suzuki hai 

pledged to reduce the volume of new 

J 
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The future is even more promising. 


NOW from 

Reliance Textiles 
l3.5ZConvertible, 

Fully secured Debentures. 

To partly finance their Rs. 79.50-crore 10,000 tonnes/annum , 

polyester filament yam project, being set up in technical 
collaboration with DuPont of USA, Reliance lextiles will soon 
offer to the public Convertible, Fully Secured Debenturee 

/%f Re 10R aar4^ janMra#«e«SMn 4nOn Oil i r ' "'i 


DebenHUSS 


Tfiiions why vou should invest. 




J Total Safety. The Debentures are fully secured 
’ I iLJ against the fixed assets of the Company. 

Easy Liquidity. The Debentures will be listed on ^ 

Bombay, Ahmedabad, Delhi, Calcutta, Madras and 
Bangalore Stock Exchanges to ensure easy liquidity. I 



Guaranteed Fixed Income. 
13. 5% per annum. 


Appreciation. Allotment of one Equity Share of the 
Company (present market price: Rs. 95) per 
Debenture for only Rs. 25, on August 31,1982 
—giving the investor the benefit of capital 
appreciation and a share in the Company's future 
prosperity. 



I Rich Returns: 54% or more. Assuming that the 
Share price at the time of allotment will be Rs. 100, 
the investor's net investment on each Debenture will 
be only Rs. 25, whereas he will continue to get an 
annual interest of Rs. 13.50 on Rs. 100, that is 54%. 

More the Share price, more the returns. In addition, 
the investor will receive his principal amount of 
Rs. 100 on redemption, free of tax. 


® Bonus. Reserves of the Company and the present 
guidelines on Bonus Issues should enable the 
Company to declare Bonus Shares in 1982. In that 
event, number of Equity Shares to be allotted will 
stand augmented. 



^issue 

Appreciation/ Retu rns 
(till April 1981) 

EquityShares 

November 77, Rs. 10 each 

1155% appreciation and 
a dividend of Rs. 11 .37, in 42 months 

Debenture Series I 

October '79. Rs. 500 each 

A return of 

Rs.487 (97*/.) in 19 months 

Debenture Series II 
November '80, Rs. 125 each 

Appreciated to Rs. 160 in 6 months 
+ 12% interest per annum 

^ PRESENT DEBENTURES 


Rs. 125 each 

13.5% interest per annum 


Share price 
when offered 

Present Share 
price (April 1981) 

Rs.lO 

Rs. 95 

Rs. 55 

Rs. 95 

Rs. 65 

Rs. 95 

Conversion on 31.12.1981 


Rs. 95. Allotment of 
one Share on 31.8.1982 



The existing Shareholders, Debenture<holders of Series I and I and Depositors 
in the Company will be offered these Debentures on a preferential basis. 




Reliance TextUe industries Limited 

■£ Offtrr Court House,Tilak Marg, Dhobi Talao, Bombay-400 002 


ISSUE OPE 
ON 














nd flotations to zero by 1985. driven 
I reluctance to adopt major new tax 
ssures, this suggests low growth in 
ablic expenditure for the next several 
rs. 

Japan's new Foreign Exchange and 
foreign Trade Control Law went into 
fcet on December 1, 1980. Whereas 
eviously all external capital transactions 
I restricted in principle, under the new 
iiw all transactions in trade, foreign ex- 
hange and capital in priniciple at least 
SJ'i^will be free. Specifically, Japanese resi- 
ftiBents will be permitted to hold unlimited 
Jforeign-currency deposits with domestic 
*banks, non-residents will generally be 
>^|]|owed to hold shares of domestic com- 
P|kanies without restriction, and Japanese 
? landing in yen and dollars w'ill no longer 
n be constrained. 

Possible control could still be exerted 
through administrative guidance, and the 
■ Sioretary authorities have reserved the 
»ight to take more direct action in emer- 
Thus, it remains lo be fcen to 


V lencies 


X vhat extent the Government will act to 
5 ^strict capital flows in the event ofex- 
sessive exchange-rate fluctuations or 
.T. ialancc-of-payments difficulties. None- 
heless, a new discount mechanism 
uinounced as part of the March economic 
' lackage suggests that the monetary autho- 
,, ities will rely increasingly on interest 
h' ates as opposed to direct controls to 
!, ;flect capital flows. 'I he new law is ex- 
lectcd to hasten the decontrol of domestic 
sterest rates and promote the alignment 
t domestic and foreign interest rates 
tirough interest arbitrage. 

Figures on real growth in the first 
uarter of 1981 are not yet available, but 
i me is little indication of much improve¬ 
ment in the economy. Housing starts re- 
J lAin extremely low and corporate bank- 
iptcies continue high. And despite 
)Vere production cutbacks by manufac- 
ticrs, inventories remain bloated because 
f the continued sluggishness of personal 
^sumption and housing. It docs appear, 
>wcver, that the October-March period 
|U prove lo have been the low point in 
Hb current growth recession. 

The Government’s business-boosting 
Msures are not expected to accelerate 
■ economy’s recovery to any great 
Bgrce. Inventory adjustment will not be 
Impleted before mid-year, and consumer 


spending is unlikely to strengthen until 
after the spring wage increases. Thus, 
economic activity is not expected to pick 
up strongly until the third quarter of 
1981. For the year as a whole, real GNP 
appears likely to increase by 3.7 per cent, 
on a ycar-over-year basis. 

In contrast to 1980, the strength of the 
economy in 1981 will come from domes¬ 
tic demand. This spring's wage negotia¬ 
tions arc expected to result in an average 
wage settlement of about 7.5 per cent, and 
as real disposable income rises with a 
moderation in inflation, consumer spend¬ 
ing in real terms should grow about four 
per cent. Despite the increase in corpo¬ 
rate tax rates and a deterioration in corpo¬ 
rate profits during the first half of the 
year, business investment in plant and 
equipment is expected to remain firm. 

State Spending 

Government spending on public works 
and other projects may bolster business 
during the first part of the year, but for 
1981 us a whole, Govemment expenditures 
will not expand much in real terms. 
Although imports will be sluggish until 
economic activity picks up in the second 
half, net exports will contribute consider¬ 
ably less lo growth in 1981 since the pace 
of export expansion will decelerate with 
the slump in the world economy. 

The rate of inflation has continued to 
moderate during the first few months of 
this year and is expected to continue 
doing so through midyear. In the second 
half, inflationary pressures may heat up 
in response to a relaxation of monetary 
policy. For 1981 as a whole, consumer 
price inflation is forecast to average about 
five per cent on a year-ovcr-year basis. 

Finally, the external accounts should 
show significant improvement this year. 
The trade surplus is forecast (o swell to 
$8.6 billion, paced by 16 per cent growth in 
exports and an 11 per cent rise in imports, 
and the current-account deficit is project¬ 
ed to narrow to $5.9 billion. The improve¬ 
ment on both accounts, however, will 
prove greater in the first half of 1981, 
btfore the domestic recovery has a 
chance to boost imports. Foreign invest¬ 
ment in Japanese stocks and bonds, 
which slowed towards the end of 1981, 
accelerated once again in the early part of 


19fil. And interest is likely to remain 
high on the part of European and the US 
pension and trust funds as well as such 
OPEC nations as Saudi Arabia, which re¬ 
cognise Japanese securities as prime 
candidates for the diversification of their 
poitfoJios. 

Source: International Finance 


Soviet-GDR Trade 


The mutual trade turnover between the 
GDR and the Soviet Union will reach * 
the 48,000 million rouble mark in the 
1981-85 period (in 1979 prices). This means 
an increase of 30 per cent on the huge 
volume reached in the present five-year 
period. Eurther rises in the mutual trade 
balance were also agreed upon v/ith the 
other CMEA countries; 30 per cent with 
Czechoslovakia and Hungary, 32 per cent 
with Romania, 40 per cent with Bulgaria, 
and 45 per cent with Cuba. This goes to 
show that even in future more than two- 
thirds of tlie GDR’s imports and exports , 
will continue to be within the framework * 
of the CMEA. 

It is one of the characteristic features 
of the Socialist Bloc that a major part of 
the raw materials and energy require¬ 
ments should be accounted for by mutual 
trade. In the Seventies most of the CMEA 
countries have been able on account of 
mutual efforts to develop their raw mate¬ 
rials basis to increase the import of such 
important power sources as oil and natu¬ 
ral gas from the USSR every year. Soviet 
oil deliveries to the GDR, for instance, 
rose from nine million tonnes in 1970 to 
19 million tonnes in 1980, whereas the 
import of Soviet natural gas increased 
from 700 million cubic metres in 1970 to 
6,500 million cubic metres in 1980. 

Special mention is due to the agree¬ 
ments concluded with the Soviet Union 
for the delivery of raw materials to the 
GDR, under which the GDR will receive, 
over the coming five years, 95 million ton¬ 
nes of oil, 32,500 million cubic metres of 
natural gas, 21 million tonnes of hard 
coal, 8.5 million tonnes of iron ore, 4.8 
million tonnes of pig iron, 650,000 Iodi¬ 
nes of aluminium, 211,500 tonnes of cop¬ 
per, 7.7 million tonnes of sawn timber, ' 
457,000 tonnes of cellulose and 440,000 
tonnes of cotton. 
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Point of View 
1 - 

Import Substitution in Fertilisers 


The author who is associated with the Division of Agricuiturai 
Economics, Indian Agricuiturai Research Institute, has studied 
the progress of import substitution that has taken piace over 
the years in the fertiliser industry. He has come to note that 
the country has made appreciable progress in the import 
substitution of nitrogenous fertiiiser of which we are abie to 
meet 75 per cent of consumption from domestic production, in the 
case of phosphatic fertiliser It is still better at 80 per cent. As for 
potassic fertiliser however, we continue to rely cent per cent 
on imports. 


In Ri;CiiN'i years, India has made head¬ 
way in improving its biological stiains 
particularly of foodgrain crops which are 
responsive to fertilizer and irrigation. 
The role of fertilizer, particularly after the 
introduction of high yielding variclics 
(HVY) of crops, in transforming the 
traditional agriculture into modern agri- 
Ifulture cannot therefore be over emphasis¬ 
ed. As is evident from Table I, per hectare 
use of fertilizer is very low in India (like 
other LDC's) as compared to other deve¬ 
loped countries. 

The low use of fertilizer in India may 
be attributed to various factors given 
below: 

(a) Out of 142.6 million hectares of net 
sown area in India, only 36.7 mil¬ 
lion hectares are under irrigation 
(1977-78). Since use of fertilizer is 
highly responsive on irrigated area, 
hence due to lack of irrigation 
facility the use of fertilizer is also 


exploring the new avenues of fertilizer 
ores and establishing modern manufac¬ 
turing plants to increase the domestic 
supply of chemical fertilizer. The initia¬ 
tion and expansion of domestic produc¬ 
tion of a product which can substitute 
for imported products serves an impor¬ 
tant objective of saving foreign exchange 
outgo. 

This article attempts to examine the 
nature and extent of import substitution 
in fertilisers. More specifically the objec¬ 
tives are: 

(a) To study the direction and compound 
growth rates of area, production 
and yields in India of important 
crops and production, import and 
consumption of nitrogen, phospho¬ 
rus and potash (in nutrient terms) 


B. R. Atteri 

during 1960-61 to 1977-78 and 1961^? 
68 to 1977-78. ’i 

(b) To study import substitution aiu| 
its direction of nitrogenous, phos^^ 
phatic and potassic fertilizers (ii^ 
terms of nutrients) in India. j 
The secondary data on different aspect^ 
were collected from various published 
sources.* I he following model was use^ 
to find out the compound growth ratei 
during the years 1960-61 to 1977-78 antf 
1967-68 to l977-78.t 
Y a b' e^ 

Where Y is dependent variable. 

t is time, the independent variable, 
b is compound growth rate 
a is intercept, 
u is the random term. 

The impnrt substitution of a commodity 
is the ratio of its domestic production^ 
(supply) to its total supply (domestic^ 

•‘Fertiliser Sintisiii.V published by Fertiliser 
Association of Indin, and ‘Hslimaics of Area 4 
Directorate of Economics and Statistics, Ministi^ 
of Agriculture and Irrigation. 

tIVoduciion, import and consumption of ford* 
liscrs increased tremendousfy from a very low 
figure in 1960-61 to a very high figure in l966-67y 
Hence the compound growth rale for lho.se yearf 
was not calculated. 


Table 1 

Fertilizer Consumption in Different Countries 


^ low. 

(b) Lack of purchasing power of far¬ 
mers, particularly of small and margi¬ 
nal farmers, and also the lack of 
credit facility are responsible for 
the limited use of fertilizer (The 
marginal and small farms have 20.9 
per cent of total holding area 
according to agricultural Census 
1970-71.) 

(c) Less favourable crop-fertilizer price 
ratio. 

(d) The use of fertilizer is also very low 
^ because of its low availability or 

nonavailability in time. 

Keeping in view the yearly increase in 
demand for chemical fertilizers, India is 


(Kg/hcct of arable land) 


Country 


1961-62 



1977-78 


N 

P 

K 

Total 

N 

P 

K 

Total 

Netherlands 

236.51 

98.25 

122.98 

457.74 

517.4 

10().2 

199.7 

737.3’ 

Egypt 

77.35 

19.51 

1.29 

98.15 

162.3 

24.1 

l.O 

187.i 

Denmark 

47.43 

40.68 

63.61 

151.72 

141.1 

53.1 

66.9 

261.i 

USA 

15.70 

13.00 

10.89 

39.59 

48.2 

24.6 

26.7 

994 

USSR 

3.76 

3.69 

3.08 

10.53 

32.4 

22.0 

23.2 


China 


N.A. 


55.4 

14.2 

4.7 

744 

Japan 

114.49 

74.52 

81.16 

270.17 

138.2 

149.8 

140.0 

428.1 

India 

1.76 

0.41 

0.18 

2.35 

17.2 

5,1 

3.0 

25.3 

Total 

8.15 

7.55 

6.49 

22.19 

32.7 

19.3 

15.9 

68.0 
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Iproduction + import). It was calculated 
Ins follows; 

II Where I Sj—Import substitution of 
fertilisers 'during the t*** 
year 

D—Domesticsupply of fertli- 
zers during t^* year. 

Ii—Imports of fertilisers dur¬ 
ing t**' year. 

It is clear from Table II that the impor- 
ance of jowar, ragi and barley hasdeclin- 
1 , hence the area under these crops, since 
111960*61, has decreased. The decrease in 
rea has been much more in the case of 
owar, bajra and barley during 1967-68 
Jto 1977-78 (green revolution period). On 
^|lhe other hand, area under rice and 
srheat in particular has increased in both 
I periods (i.e, 1960-61 to 1977-78 and 
1967-68 to 1977-78). These two major 
tops have usurped much of the area 
under coarse grains. The production and 
yield of almost all cereal crops has in- 
reased substantially during both the 
eriods. This increase is particularly due 
I the increased use of feitilizers besides 
he increase in area under irrigation and 
lYV of these crops. Although the area 
nd production of all pulse crops has 
decreased during 1960-61 to 1977-78 yet 
t increased after green revolution. 


Fall in Pulses 

It is important to note that the growth 
ftte of pulse crops yield was negative 
ring 1967-68 to 1977-78. The reason 
' this is that most of the irrigated area 
i transferred to cereal and other com- 
cial crops and the less productive area 
as put under the pulse crops. This re- 
ilted in decrease in yield in spite of 
crease in area under pulse crops. 
^%able II also reflects that the total area, 
jlroduction and yield of oilseed crops 
increased at the rate of 0.10, 1.42 and 
per cent during 1960-68. 

c'j It is worth mentioning here that the 
(iJToductivity of oil crops increased with a 
pound growth rate 1.16 during 1967- 
as compared to growth rate of 0.86 
ing 1960-1978. As far as fibre crops 
concerned, the area under these crops 
icd in both the periods (more, -"OJl 
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per cent, during 1960-78) but its produc¬ 
tion and yield has increased substantially 
with higher growth rate, during 1967-78. 
The other commercial crops for which 
fertilizer is consumed are tea, coffee, 
sugarcane, tobacco etc. On the whole 
the area, production and yield of all 
crops has increased during both the 
periods. 

The area under the all crops has increased 
because of increase in cultivable land 
brought about by soil conservation mea¬ 
sures and improving the alkaline and 
acidic soils. It is clear that the pro¬ 
duction has increased, due to high yield 
in both the periods because of increase in 
irrigated area, the use of biologically 
improved seeds, increased use of chemi¬ 
cal fertilizers and plant protection 
measures. 

It can be observed from Table HI that 


the consumption of all types of chemical 
fertilizers (in terms of nutrients) was 
negligible in 1960-61. It increased tremen¬ 
dously, particulary after 1966, with the 
result that domestic supply fell short of 
requirement in all the years for all ferti¬ 
lizer nutrients. The total production of 
all major nutrients (N 2 + P 2 O 5 4- K 2 O) 
was estimated to be 165.770, 609,800 and 
270,600 tonnes against its consumption 
of 239,900 tonnes, 1539,000 tonnes and 
4285,800 tonnes during 1960-61, 1967-68 
and 1977-78, respectively. The correspond¬ 
ing total food grain consumption was esti¬ 
mated to be 126,407,000 tonnes in 1977-78. 
Such a high production of foodgrain 
crops (and other commercial crops also) 
could be attributed to increased consump¬ 
tion of fertilizer besides ether modern 
inputs, as shown by many studies. 

Obviously the physical import of fer- 


Tablf II 

Compound Growth Rates of Area, Production and Yield during 1960-61 to 1977-78 

and 1967-68 to 1977-78 


1960-61 to 1977-78 1967-68 to 1977-78 


Rice 

Jowar 

Bajra 

Maize 

Ragi 

Wheat 

Barley 

Cereals 

Gram 

Pulses 

Foodgrains 

Groundnut 

Scasamum 

Rapesecd and Mustard 

Total Oilseeds 

Fibre crops 

Tea 

Coficc 

Sugarcane 

Tobacco 

Non-foodgrains 

All Crops 


Area 

Produc¬ 

tion 

Yield 

0.72 

1.85 

1.12 

—1.05 

0.30 

1.37 

0.09 

2.41 

2.30 

1.90 

2.24 

0.34 

—0.07 

1.36 

1.44 

3.35 

7.52 

4.03 

—1.63 

—0.05 

J.58 

0.71 

2.79 

1.69 

—0.47 

—1.03 

0.43 

—0.43 

—0.45 

0.13 

0.47 

2.40 

1.51 

0.06 

0.80 

0.74 

—0.39 

0.79 

1.20 

1.04 

2.67 

1.61 

0.10 

1.42 

0.86 

—0.71 

0.58 

1.33 

0.87 

2.91 

2.02 

2.86 

4.35 

1.44 

1.40 

2.55 

1.12 

0.15 

1.41 

1.27 

0.62 

2.12 

0.87 

0.51 

2.31 

1.29 


Area 

Produc¬ 

tion 

Yield 

0.74 

2.21 

1.46 

■^1.71 

1.53 

3.30 

-1.38 

6.01 

1.38 

0.18 

—0.05 

— 0.21 

1.05 

3.45 

2.39 

3.10 

5.73 

2.53 

—2.70 

—1.40 

1.27 . 

0.34 

2.67 

1.77 

0.42 

0.09 

—0.38 

0.75 

0.20 

—0.42 

0.38 

2.40 

1.53 

—0.36 

1.13 

1.47 

—1.19 

—0.03 

1.21 

l.OO 

1.64 

0.63 

0.04 

1.40 

1.16 

-0.57 

1.75 

2.27 

0.58 

3.58 

2.98 

4.35 

5.43 

1.03 

3.07 

4.31 

1.18 

—0.54 

1.60 

2.17 

1.01 

2.70 

1.15 

0,55 

2.50 

1.40 
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tilizets and its cost have been increasing 
continuously. As a result, we had to bear 
d|||||bbill of Rs 122 million, Rs 1953 million 
Rs 3064 million during 1960-61, 1967- 
68 and 1977-78 respectirely on the import 
of fertilizers. This extraordniary increase 
in the import bill is partially due to 
increased physical import and partially 
increased price per unit of chemical ferti¬ 
lizers. 


consumption increased due to increase in from its domestic production of ! 
area under HYV of crops and irrigated nutrient. Unfortunately, the country haa,' 
area. to import cent per cent of K 2 O contdtttl,^ 

The country met nearly 80 per cent of The import substitution of total NPIC;| 
its consumption of O 5 during 1977-78, (Nj + P 2 O 5 + K 2 O) nutrients j 

Table HI 

Production and Consumption of Different Fertilizer.^ 

(In TOO tonnes) 


Public Sector Production 


mh Hence, in recent years, India has start¬ 
led its production of fertilisers in the 
public sector on a large scale and the 
domestic supply of chemical fertilizers, 
particularly phosphorous and nitrogenous 
fertilizers, has continuously increased. The 
best way to study the import situation is 
to find out import substitution*^. The 
import substitution (T.S.) of nitrogen, 
phosphorus, potash and nitrogen + phos¬ 
phorus +potash contents has been depict¬ 
ed in Table IV. The lowest import sub- 

M titutionfor 1960-61 for nitrogen was due 
o initial low domestic supply as compar¬ 
ed to its total consumption (and thus 
supply, of which import constituted 
nearly 78 per cent). However, the domes¬ 
tic supply of phosphorus during that 
period was sufficient to meet the con¬ 
sumption level. A look at Table IV reveals 
that the country has made considerable 
progress in the import substitution in the 
case of nitrogenous fertilizers. As the per 
hectare use of fertilizers is increasing, the 
value of import substitution has also been 
increasing continuously. The ratio has 
increased from merely 0.2192 in 1960-61 
to 0.4219 in 1965-66 and 0.7278 in 1977- 
1^8. This means the country was able to 
meet nearly 73 per cent of its total re¬ 
quirements the nitrogenous fertilizers. 


As for phosphatic fertilizers, India was 
self-sufficient up to 1961-62. After that 
there has been much ffuctuation in import 
substitution from year to year (the 
fluctuations from 0.37 to 0.95 in different 
years). In 1965-66 India met nearly 90 per 
cent of its consumption by domestic 
production. But later it decreased sharp¬ 
ly till 1976-77. The fact is that fertilizers 


Mh 


*By import substitution we mean a relative 
shift in the total supply from import to the 
domestic production of a commodity. 



Year 

Production 

Consumption 

Import 


1960-61 

112.0 

211.7 

399 

Nitrogen 

1967-68 

402.6 

1034.6 

867 


1977-78 

2027.0 

2913.0 

758.1 


1960-61 

53.7 

5.3.1 

— 

Phosphorus 

1967-68 

207.1 

334.8 

349.0 


1977-78 

669.9 

866.6 

163.9 


1960-61 

— 

29.0 

29.0 

Potash 

1967-68 

—- 

169.6 

270.0 


1977-78 

— 

506.2 

598.9 



Table IV 




Import Substitution of Various Fertilizers 



Nitrogen 

Phosphorus 

Potash 

Total 


(N) 

(p) 

(K) 

(N -t- P -H K) 

1960-61 

0.2192 

1 

0 

0.2834 

1961-62 

0.3345 

1 

0 

0.3651 

1962-63 

0.4432 

0.8983 

0 

0.4892 

1963-64 

0.4901 

0.8924 

0 

0.5378 

1964-65 

0.5118 

0.9161 

0 

0.5543 

1965-66 

0.4219 

0.8946 

0 

0.4634 

1966-67 

0.3284 

0.4961 

0 

0.3361 

1967-68 

0.3171 

0.3724 

0 

0.2910 

1968-69 

0.4001 

0.6071 

0 

0.3938 

1969-70 

0.5228 

0.7041 

0 

0.5200 

1970-71 

.0.6357 

0.8770 

0 

0.6277 

1971-72 

0.6637 

0.5393 

0 

0.5542 

1972-73 

0.6133 

0.6182 

0 

0.5370 

1973-74 

0.6144 

0.6037 

0 

0.5252 

1974-75 

0.5731 

0.5366 

0 

0.4856 

1975-76 

0.6022 

0.4697 

0 

0.5278 

1976-77 

0.7180 

0.9545 

0 

0.6944 

1977-78 

0.7278 

0.8034 

0 

0.6403 
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sed slowly and steadily from 0.26 hi 
SI to 0.4$ in 1965-66 and 0.64 in 
:fl977-78. Thus the country is now in a 
^^jposition to meet above 64 per cent of its 
jftotal demand for fertilizers at the current 
|tovei of prices and doses of fertiliser per 
^ctare. 

Table V shows the compound growth 
ates of production, physical imports, total 
orts in value terms and import substitu- 
L[ibn of three types of fertilizer nutrients in 
time periods. It is seen that the com¬ 
mand growth rates of production, import 
^d import substitution for nitrogenous 
Contents has been higher in both the 
jil^odsas compared to other fertilizers 
^except phosphorus in 1960-61 to 1977- 
^8) and total fertilizers. After the green 
^fevolution the country's imports for 
^trogenous fertilizers has been increas- 
^g faster than potash and the total 
rtilizers. The physical import of phos- 
hOFUs nutrients has been decreasing at 
\ rate of 2.43 per cent per year during 
1967-68 to 1977-78. The growth rate of 
oduction of nitrogenous content is 
Iso more than that of the phosphatic 
ad total fertilizers (N + P+K) The 

awth rate of 13.33 percent and 22.92 
' cent of total import (in value terms) 


during these two periods was because of 
three reasons: 

a) Increased value of the fertilizers 
import; 

b) Increase in prices of fertilizers; and 

c) Decrease in the value of money unit. 

Evidently, though the growth rate of 
import of total NPK was only 3.28 per 
cent and 10.46 per cent during 1966-78 
and 1960-78 resnectivcly, the growth rate 
of imports in value terms was higher by 
nearly four times and nearly 2.2 times 
respectively, in the same year. This 
means that fertilizer became costlier 
during 1967-68 to 1977-78. 

The compound growth rates of import 
substitution for nitrogenous nutrient was 
higher at 6.22 per cent than the other ferti¬ 
lizers and/or periods. The import substitu¬ 
tion was decreasing at the rate of 2 21 per 
cent during 1960-61 to 1977-78 but inc eas¬ 
ing at 3.3 per cent during 1967-68 to 
1977-78 in respect of phosphorus nutrients. 

It can be concluded from the study 
that the area under oilseeds crops and 
pulse crops has been decreasing parti¬ 
cularly after 1965-66. This has caused the 
decline in their total production. There¬ 
fore, the parity between the prices of 


Table V 


major cereal crops vs oilseed crops and 
pulse crops should be maintanied in 
order to avoid the decline in the area (and 
consequently the production) under these 
crops. 

The high yields of crops (particularly 
major cereal crops like maize, wheat 
and rice are commensurate with the con¬ 
sumption level of fertilizer. The increase 
in the yield growth rate through the years 
could be achieved mainly with the increas¬ 
ed use of chemical fertilizers besides other 
modern inputs. Thus it is strongly cm -, 
phasised that the per hectare use of ferti¬ 
lizers should be increased, besides the 
increase in the irri ated area. In fact, the 
good response of high yielding seeds to 
fertilizer and irrigation is a proven fact. 
The yield of commercial crops and oil¬ 
seeds has also increased due to increased 
use of fertilizer. 

Further, due to improvement in domes¬ 
tic supply, the imports of chemical ferti¬ 
lizers is decreasing. A further decline in 
import will bring about the saving of 
foreign exchange which would enable the 
country to use it in other agriculture 
linked industries for the development of 
both agriculture and agriculture-based 
industries. 


Compound Growth Rates of Physical Production, Import, Consumption, Total Import (Value Terms) and Import Substitution 

of Nitrogen, Phofl^orus and Potash 


- 

1 

Nitrogen N 

Phosphorus P 

Potash K 

Total (N P -f K) 

1967-68 

1960-61 

1967-68 

1960-61 

1967-68 

1960-61 

1967-68 

1960-61 

1977-78 

1977-78 

1977-78 

1977-78 

1977-78 

1977-78 

1977-78 

1977-78 

_ 

i . 

''production 

15.63 

18.43 

10.55 

13.29 


■ 

14.31 

17.05 

^inport 

22.51 

15.80 

—2.43 

72.69 

9.99 

17.59 

3.28 

10.46 

Import (valut) 







13.33 

22.92 

^Iport Substitution 

6.22 

5.05 

3.30 

—2.21 

0 

0 

5.31 

3.04 

BOONOMIST 
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ftrfiif of VUm 

ifiilk Industry has Bright Future 

Evtn though India Is an Important silk producsr, in productivity it 
lags far behind. For instance productivity in South Korea is 75 kg 
and in Japan 120 kgs as against India’s 24 kg per hectare. Over the 
period 19M-00 to 1979-80 the total production of silk has increased by 
105 per cent. Apart from being agro-based and labour intensive, silk 
industry has large export potential. Over the period of 12 years, exports 
have risen by 444 per cent, more than the average for all exports The 
author who is associated with the faculty of Commerce. Aligarh Muslim 
University, says that the cost of manufacture will have to be reduced 
and quality raised if India wants to remain in the field of exports. 


Hndia ranks fourth in the production of 
mulberry silk in the world constituting 
six per cent of its total world output. It 
also holds second place, next to China, in 
the production of tasar silk, accounting 
for 10 per cent of the total world non¬ 
mulberry silk output. In addition, India 
produces muga silk which is an exclusive 
variety. 

Silk industry provides gainful employ¬ 
ment to 40.00,000 persons in rural India. 
|l|p$ a good foreign exchange earner and 
export has already crossed Rs 47 
crores. 

Silk is cultivated in 15 States and four 
Union Territories. Mulberry is grown 
mainly in three States namely, Karnataka, 
West Bengal and Jammu and Kashmir. 
Other States having relatively small niul- 
berry production are Andhra Pradesh, 
Assam, Bihar, Kerala, Madhya Pradesh 
Tamil Nadu, Punjab and Uttar Pradesh 
and the Union Territories of Himachal 
Pradesh and Manipur. There aic eight 
States that produce non-mulberry silk, 
namely Andhra Pradesh, Assam, Bihar, 
j^adhya Pradesh, Maharashtra, Orissa, 
^ttar Pradesh and West Bengal ana the 
Union Territories of Manipur and 
Tripura. Among the non-mulberry kinds, 
tasar is extensively grown in the den>e 
forests of Bihar, Madhya Pradesh and 
Orissa and on a limited scale in Andhra 
Pradesh, West Bengal, Maharashtra and 
Tripura. Sericulture is ri^ctised mainly 
in Assam claiming more than 9u p r cent 
of the seri silk and on a minor basis in 
Bihar, Orissa and West Bengal. The muga 
is exclusively reared within Assam. Table 

* ihow8 trends in the output of mulberry 
^ non-mulberry silk between 1968-69 
and 1979-80. 


Table I reveal that the total output of 
of mulberry silk went up by more than 
135per cent i.e. from 17.8 lakh Kgsto41.9 
lakh Kg in 1979-80 over 1968-69, whereas 
the total production of non-mulberry silk 
has gone up by just more than 15 per 
cent, i.e. from 5.3 lakh Kg in 1968-69 to 
6.1 lakh Kg in 1979-80. The total produc¬ 
tion of silk (mulberry and non-mulberry) 
has increased from 23.1 lakh Kg in 1968-69 
to 48 lakh Kg in 1979-80, indicating an 
overall rise of more than 105 per cent. 
It is interesting to note here that the rate 
of increase in the output of mulberry silk 
is higher tuan the rate ot increase in the 
toial output of silk. Similarly, the share 
of mulberrv silk in the total output of 
silk has gone up from 77 per cent in 
1968-69 to 87.4 per Lent in 1979-80, while 
the share of non-mulberry silk in the total 
production of silk has declined consider¬ 
ably i.e. from 23 per cent in 1968-69 to 
12.6 percent in i979-80. This means that 
due aitention is not paid to the produc¬ 
tion of non-mu ter.y silk, that is why 
the share ot the same has gLine i own so 
sharj i>. According to an estimate made by 
the Central Silk Board (CSB), he produc¬ 
tion of mulberry silk would be 90 million 
Kg by the end of 1984-85. Silk pioduction 
targets from mulberry between 1980-81 
and 1984-85 can be seen from Table 11. 

The mulberry silk c nsist of filature, 
cottage basin, cliarka and d pion. Item- 
wise production of mulberry silk between 
1968-69 and 1979-80 can be seen from 
Table III. 

From Table III it emerges that total 
output of mulberry silk has gone up by 
moie than 135 per cent. Similarly the 
total output of lila u.e went up to 3.1 
lakh Kg in 1979-80 from 1.8 lakh Kg in 


Dr Badar Aiam Iqbal 

1968-69, indicating an overall rise of moral 
than 72 per cent. Likewise, the tot 
output of cottage basin has increased^ 
from 5.2 lakh Kg in 1968-69 to 17.6 lakh^ 
Kg in 1979-80, showing a rise of nearly 277| 
per cent. The total production of charfai| 
went up by nearly 91 per cent i.e. front 
10.7 lakh Kg to 20.4 lakh Kg during the 
period under review, whereas the total 
duction of dupion has gone up by 300 per I 
cent i.e. from 0.2 lakh Kg to 0.8 lakh Kg 
during the same period. This means that 
the rate of increase in the output of dupion 
is higher than the rate of increase in the ' 
output of other items and ranks first 
followed by cottage basin, charka and ! 
filature. 

It is also interesting to note that the. 
rate of increase in the output of dupion ? 
and cottage basin is much higher than 

Tabi E I 

Production of Silk (Mulberry and Non- 
mulberry) from 1968-69 to 1979-80 

(Lakh Kg) 

Year Mulberry Non-mulberry Total 


1968-69 

17.8 

5.3 

23.1 

1969-70 

18.2 

58 

24.0 

1970-71 

23.2 

5.9 

29.1 

1971-72 

20.5 

5.5 

26 0 

\m-n 

22.1 

57 

27.8 

1973-74 

24.2 

47 

28.9 

1974-75 

24 3 

5.6 

29.9 

1975-76 

25 4 

5.3 

30.7 

1976-77 

26.9 

5-8 

32.7 

1977-78 

31.9 

5.3 

37.2 

1978-79 

37.1 

4.7 

41.8 

1979-80 

41.9 

6.1 

48.0 ; 

% increase 




or-decreasc 

135.4 

15.1 

105.7 ^ 

over 1968-69 



%Share in 




1968-69 

77.0 

23.0 

100.0 

%Sluire in 




1979-80 

87.4 

12.6 

100.0 ’ 


Source: Central Silk Board, 
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g ie rate of increase in the total mulberry 
Ik output. In 1968 69 the share of fila- 
i'ture, cottage basin, charka and dupion in 
the total output of mulberry silk was 10, 
^.1, 59.8 and 1.1 per cent respectively, 

A while in 1979-80 the share of these items 
the total production was 7.3,42,48.7 and 
'^o per cent respectively. This analysis 
'shows that the share of cottage basin has 
l^jgone up considerably, whereas there has 
)been marginal rise in the share of dupion. 
But the share of filature and charka has 
gone down considerably during the period 
under review. This means the respective 
State Governments are not paying desired 
attention to the output of filature, charka 
and also dupion. 

The non-mulberry silk includes, tasar, 
eri aud muga. The production of eri and 
^^muga has gone down considerably, while 
'there has been an appreciable rise in the 
Ipfoduction of tasar. Table IV indicates 
[trends in the output of non-mulberry silk 
itemwise) between 1968-69 and 1979-80. 

It is evident from Table 111 that the 
4 al production of non-mulberry silk 
went up by 15 per cent i.e. from 5.3 
lakh Kg in 1968-69 to 6.1 lakh Kg in 
1979-80. Similarly the total output or 
tasar has gone up from 2.5 lakh Kg to 
f3.8 lakh Kg in 1979-80 over 1968-69, indi¬ 
cating an over all rise of 52 per cent, 
whereas the total output of eri and muga 

t has gone down considerably i.e. from 2.1 
^^•akh Kg to 1.8 lakh Kg and from 0.7 lakh 
li’Kg to 0.5 lakh Kg a decline of more than 
and 28 per cent, respectively, during 
period under review. In absolute 
$ the declim.* is more alarming in the 
of muga rather than eri despite the 
that India is exclusively endow- 


fABLE lit 

Itcmwlfie ProdoetSiui of Mulberry Silk : 1968-69 to 1969-8 



(Lakh kg) 


Year 

Filature 

Cottage 

Basin 

Charka 

Dupion 

Total 

1968-69 

1.8 

5.2 

10.7 

0.2 

17.9 

1969-70 

1.6 

4.8 

11.3 

0.5 

18.2 

1970-71 

2.0 

4.6 

16.1 

0.5 

23.2 

1971-72 

1.7 

5.9 

12.4 

0.4 

20.5 

1972-73 

1 9 

6.4 

13.5 

0.3 

22.1 

1973 74 

2.3 

7.6 

13.8 

0.5 

24.2 

1974-75 

2.4 

8.2 

119 

0.8 

24.3 

1975-76 

2.4 

9.4 

13.1 

0.5 

25.4 

1976-77 

2.6 

8.4 

15.5 

0.4 

26.9 

1977-78 

3.8 

12.2 

15,0 

0.9 

31.9 

1978 79 

3.2 

15.1 

14.0 

0.8 

33.1 

1979-80 

3.1 

17.6 

20.4 

0*8 

41.9 

% increase or 
decrease oier 
1968-69 

72.3 

276.9 

90.6 

300.0 

135.4 

% Share in 
1968-69 

10.0 

29.1 

52-8 

1.1 

100.0 

% Share in 
1979-80 

7.3 

42.0 

48.7 

2.0 

100.0 


ed with muga silk in the world. But in 
relative terms the fall is more alarming 
in case of eri. In 1968-69 the share of 
tasar, eri and mu^a in the total produc¬ 
tion of non-mulberry silk was 47,40, 13, 
per cent respectively, while in 1979-80 
the share of these items in the total was 
62. 3, 29.5 and 8.2 per cent respectively. 
This all indicates that the respective 


Table II 

Silk Target Production : 1980-81 and 1984-85 


(Million Kg) 


^Year 

Mulberry 

Tasar 

Eri 

Muga 

Total 

5#980-81 

4.9 

0.4 

0.2 

0.1 

5.6 

ii||981-82 

5.7 

0.5 

0.2 

0.1 

6.5 

,M982-83 

6.8 

0.5 

0.3 

0.1 

7.6 

^983-84 

8.0 

0.6 

0.3 

O.I 

9.0 

g984-85 

9.0 

0.8 

0.4 

0.1 

10.3 


Source : Central Silk Board 


Source : Central Silk Board 

State Governments should pay added 
attention if India wants to remain as a 
leading producer of non-mulberry silk 
in the world. According to an estimate 
made by the Central Silk Board (CSB) 
the total output of non-mulberry silk 
would be 1.2 million Kg by the end of 
1984-85. Table II indicates the trend 
in silk targets between 1980-81 and 
1984-85. 

The total production of silkwaste went 
up by more than 62 per cent between 
1968-69 and 1979-80. As for mulberry 
silkwaste, the output in 1968-69 
was 7.2 lakh Kg while it has gone up to 
15.5 lakh Kg in 1979-80, indicating 
a rise of nearly 88 per cent, 
whereas the total output of non-mul¬ 
berry silkwaste which was 2.3 lakh Kg 
in 1968-69 has declined to 2.0 lakh Kg in 
1979-80, showing a fall of more than 15 
per cent during the same peried. In 1968-69 
the share of mulberry silkwaste and non- 
mulberiy silkwasts was 75.7 and 24.3 per 
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cent, whereas in 197^80 the share of 
these items was 87.1 and 12.9 per cent, 
^Upectively. This decline is because of 
JlSir decline in the total output of eri in 
general and muga in particular. This 
can be observed from Table V. 


Statistics given in Table VI show that 
the total output of mulberry silkwaste has 
gone up by more than 87 per cent bet¬ 
ween 1968-69 and 1979-80 whereas the 
total output of filature, cottage basin 
and charka waste went up by 25, 250 
and 41 pert cent respectively. This means 
pfct the rate of increase in the 
cottage basin waste is much higher than 
the rate of increase in filature and 
charka. It is also interesting to note 
that the rate of increase in cottage basin 
is much higher than the rate of increase 
in the total production of mulberry 
silkwaste. In 1968-69 the share of fila¬ 
ture, cottage basin and charka waste 
in the total output of mulberry silkwaste 
was 16.6, 22.3 and 61.1 per cent respec¬ 
tively, while in 1979-80 the share of these 


Table IV 


Itemwise Production of Non-Mulberry Silk 
between 1968-69 and 1979-80 

(Lakh Kg) 


Year 

Tasar 

Eri 

Muga 

Total 

1968-69 

2.5 

2.1 

0.7 

5.3 

1969-70 

2.9 

2.2 

0.7 

5.8 

1870-71 

3.7 

1.6 

0.6 

5.9 

1971-72 

3.1 

1.7 

0.7 

5.5 

1972-73 

3.6 

1.4 

0.7 

5.7 

■ 4973-74 

2.6 

1.4 

0.7 

4.7 

W74-75 

4.0 

1,2 

0.4 

5.6 

1975-76 

3.6 

1.3 

0.4 

5.3 

1976-77 

4.2 

1.1 

0.5 

5.8 

1977-78 

4.3 

0.5 

0.5 

5.3 

1978-79 

2.8 

1.2 

0.3 

4.3 

1979-80 

3.8 

1.8 

0.5 

6.1 

% Increase or 




decrease over 




1968-«9 

52.0 

-14.3 

—28.5 

15.0 

% Share in 




1968-69 

47.0 

40.0 

13.0 

100.0 

% Share In 




pl979-80 

62.3 

29.5 

8.2 

100.0 


Source ; Central Silk Board 


item! in the total was 11,43 and 46 percent 
respectively. This shows that the share 
of filature and charka has declined, 
whereas the share of cottage basin has 
gone up considerably. 

Itemwise non-mulberry silkwaste pro¬ 
duction in India from 1968-69 to 1979-80 
can be observed from Table VII. 

Non-Mulberry Waste 

Data set out in Table VII indicates that 
the total output of non-mulberry silkwaste 
has gone down by 15 per cent between 
1968-69 and 1979-80, whereas the total 
output of tasar waste has gone up margi¬ 
nally by nearly four per cent i.e. from 1.3 
lakh Kg to 1.7 lakh Kg during the same 
period. The total output of eri and muga 
has also declined considerably i.e. by 
85.7 and 33.3 per cent respectively during 
the period under review. This shows 
that the decline is more alarming in case 
of eri. Similarly the share of eri and 
muga has also declined considerably to five 
and 10 per cent from 30.4 and 12.7 per 
cent during the period under reference, 
whereas the share of tasar has gone up 
from 56.9 per cent to 85 per cent in 
1979-80 over 1968-69. This all requires 
immediate attention of the Government as 
well as respective State Governments on 
production horizon of mulberry in gene¬ 
ral and non-mulberry silk waste in parti¬ 
cular. More funds should bo given to 
this important industry so that it is able 
to raise the yield per hectare. 

Apart from being an agro-based and 
labour intensive industry, silk industfy 
has tremendous export potential. Con¬ 
siderable progress has been achieved in 
the export trade of silk goods (mulberry 
and non-mulberry). In 1979-80 foreign 
exchange earnings from silk and silk goods 
have touched an all-time record figure of 
Rs 47 crorcs. Silk fibre being expensive 
has a limited scope in interna] market, 
but it attracts foreign markets. It is 
through export trade only that silk and 
silk goods can fiourish. Table VIII indi¬ 
cates trends in India's exports of silk and 
silk goods between 1968-69 and 1979-80. 

Statistics presented in Table VIII reveal 
that the quantity exported went up from 
40.8 lakh metres to nearly 107 lakh metres 
in 1979-80 over 1968-69, indicating a rise 


Table V ] 

' k 

Trends in Silkwaste Production 1968-W 

(Lakh Kf) 


Year Mulberry Non-mulberry Total 


1968-69 

7.2 

2.3 

9.5 

1969-70 

7.8 

2.6 

10.4 

1970-71 

9.4 

2.6 

ia .0 

1971-72 

7.9 

2.3 

10.2 

1972-73 

8.9 

2.4 

11.3 

1973-74 

10.0 

2.1 

12.1 

1974-75 

9.7 

2.2 

11.9 

1975-76 

10.4 

2.1 

12.5 

1976-77 

10.9 

2.5 

13.4 

1977-78 

12.0 

2.3 

14.3 

1978-79 

12.8 

1.7 

14.5 

1979-80 

13.5 

2.0 

15.5 

% Increase or 



decrease over 
1968-69 

87.5 

—15.0 

63.1 

% Share in 
1968-69 

75.7 

24.3 

ioe.o 

% Share in 
1979-80 

87.1 

12.9 

100.0 


Source: Central Silk Board 

of 165 per cent, whereas the value earned 
has gone up by more than 444 per cent 
i c. from Rs. 9.3 crores to Rs. 47.6 crores 
during the same period. This means the 
rate of increase in the value earned is 
much higher than the rate of increase in 
quantity exported. This is because of 
higher unit value realisation in world 
markets. The total quantity exported of 
mulberry silk went up from 30.4 lakh 
metres in 1968-69 to 91.5 lakh metres in 
1979-80, showing a rise of nearly 201 per 
cent, while the value earned from the 
export of mulberry silk has increased by 
more than 756 per cent i.e. from Rs 4.8, 
crores to Rs 41.1 crores during the fieriod 
under review. Here too the rate of 
crease in the value earned is much higheit 
than the rate of increase in quantity ex* 
ported. 

Likewise the total quantity exported of 
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Tabu VII 


B%usar silk went up by 48 per cent i.e. 
f lirom 10.4 lakh metres in 1968-69 to 1S.4 
i lakh metres in 1979*80, whereas the value 
(' «amed from the export of tasar silk increa- 
i^aed by 44.4 per cent i.e. from Rs4.5 crorcs 
I to Rs 6.5 crores. Here the picture is quite 
different, i.e. the rate of increase in quan- 

I lity exported is higher than the rate of 
increase in value earned. This is due to 
lesser unit value realisation in the world 
fUarkets. 

The table further reveals that in 1968-69 
the share of mulberry and tasar silk in 
the quantity exported and value earned 
was 74.5 and 51.6 per cent and 25.5 and 
.,48.4 per cent respectively, whereas in 
1^1979-80 the share of these items in the 
total quantity exported and value earned 
I was 85.6 and 86.3 and 14.4 and 13.7 per 
;ccnt respectively. This means that the 
share of mulberry silk in the total quantity 
I exported and value earned of silk has 
I gone up, while the share of tasar silk has 
Ideclined considerably. Table IX shows 

i 
I 


trends in export of silk expected between 
1980-81 and 1984-85. 

Itemwise export of mulberry silk goods 
from India between 1968-69 and 1979-80 
can be seen from Table X. 

Data set out in Table X indicate that 
the total quantity exported of mulberry 
silk goods went up by nearly 201 per cent 
between 1968-69 and 1979-80. Similarly 
the total value earned from the export of 
silk mulberry goods has gone up by more 
than 756 per cent during the same period 
(Table VIII), while quantity export^ and 
value earned from the export of sarees went 
up by nearly 423 and 1186 per cent respec¬ 
tively during the period under review. 
The quantity exported and value earned 
from the export of scarves/stoles have 
gone up by 82 per cent and 181 per cent 
respectively during the same period. 

Similarly, the quantity exported and 
value earned from the export of dress 
material has gone up by HO and 367 per 
cent between 1968-69 and 1979-80. Like- 


Table VI 


r 

1 

If 

Itemwise Output of Mulberry Silkwaste : 

1968,80 

(Lakh Kg) 

^ Year 

Filature 

Cottage basin 

Charka 

Total 

11968-69 

1.2 

1.6 

4.4 

7.2 

5 1969-70 

1 1970-71 

0.9 

1.9 

4.8 

7.6 

1.2 

1.8 

6.3 

9.3 

\ 1971-72 

0.9 

24 

4.6 

7.9 

[, 1972-73 
' 1973-74 

1.3 

2.9 

4.7 

8.9 

1.5 

2.9 

5.2 

9.6 

1974- 75 

1975- 76 

1.9 

3.3 

4.8 

10.0 

1.5 

3.6 

3.3 

8.4 

1 1976-77 
*. 1977-78 

1.6 

3.1 

4.0 

8.7 

1.5 

4.3 

6.1 

11.9 

^ 1978-79 

1.6 

5-1 

4.4 

11.1 

^ 1979-80 

1.5 

5.8 

6.2 

13.5 

1 % Increase or decrease 
over 1968-69 25.0 

250.0 

40.8 

87.5 

g % Share in 
.1968-69 

16.6 

22.3 

61.1 

100.0 

1 % Share in 
n979-80 

11.0 

43.0 

46.0 

100.0 


I--- 

Source: Central Silk Board 


Itemwise Non-Mulberry Silk waste: 1968-80 

(Lakh Kg) 


Year 

Tasar 

Eir 

Muga Total 

1968-69 

1.3 

0.7 

0.3 

2.3 

1979-70 

1.5 

0.7 

0.3 

2.5 

1970-71 

1.8 

0.5 

0.3 

2.6 

1971-72 

1.5 

0.6 

0.3 

2.4 

1972-73 

1.7 

0.5 

0.2 

2.4 

1973-74 

1.2 

0.8 

0.2 

2.2 

1974-75 

1.5 

0.4 

0.2 

2.1 

1975-76 

1.6 

0.4 

0.1 

2.1 

1976-77 

2.1 

0.3 

0.2 

2.6 

1977-78 

2.0 

0.2 

0.1 

2.3 

1978-79 

1.6 

0.1 

0.1 

1.8 

1979-80 

1.7 

0.1 

0.2 

2.0 

% Increase or 
decrease 





over 1968-69 

3.7- 

-85.7 ■ 

-33.3 

—15.0/ 

% Share in 
1968-69 

56.9 

30.4 

12.7 

100.0 

% Share in 
1979-80 

85.0 

5.0 

10.0 

100,0 


Source: Central Silk Board 


wise, the quantity exported and value 
earned from readymade garments went up 
by 760 and 1150 per cent respectively, 
whereas the quantity exported and value 
earned from the export of other goods 
has gone up by 2300 and 1200 per cent ^ 
respectively during the period under re-' 
ference. This shows that the rate of 
increase in the quantity exported and value 
earned from the export of other goods, 
readymade garments and sarees is much 
higher than the rate of increase in the 
quantity exported and value earned from 
the export of mulberry silk goods as a 
whole. The rate of increase in the quanti¬ 
ty exported and value earned in case of 
dress material and scarves and stoles is 
much less than the rate of increase in the 
total quantity exported and value earned 
from mulberry silk goods. The rate of 
increase is highest in case of other silk 
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goods followed by readymade garments 
and sarees. 

H Exports of silk and silk goods have 
Dcen further analysed in terms of their 
share in the total export earnings of the 
country. Table XI indicates the percen¬ 
tage share of silk and silk goods in India’s 
total export earnings between 1968-69 and 
1979-80. 

Table XI indicates that the export 
earnings from all commodities have gone 
up by 410 per cent i.e. from Rs 1,198 
l^ores in 1968-69 to Rs 6,100 crores in 
*979-80, whereas the earnings from silk 
and silk goods export have increased by 
more than 444 per cent i.e. from Rs 9.3 
crores to Rs 47.6 crores between 1968-69 
and 1979-80. The table further indicates 
that the share of silk and silk goods ex¬ 
port in India’s total exports has shown a 
marginal rise of 0.03 per cent i.e. from 
0.75 to 0.78 per cent between 1968-69 and 
1^79-80. Silk and silk goods, thus, have 
bright prospects in the world market. 


ly because of the spurt in the unit value 
realisation in the world market. There 
has been a considerable increase of nearly 
27 per cent in the unit value realisation. 

West Germany, the UK and the USA 
are the three main importers of Indian 
silk and silk goods accounting for more 
than 50 per cent of the India’s total 
export of the same. In the current finan¬ 
cial year Indian export of silk and silk 
goods to West Germany and UK have 
gone up by 38 per cent in terms of value. 

If India wants to remain a major pro¬ 
ducer, it needs to produce better quality 
silk at a cheaper cost. As a matter of 
fact, in India the cost of production 
is high in comparison to other pro¬ 
ducing nations. This is because of the 
low yield. The productivity of raw silk 
in South Korea is as much as 75 Kg. As 
against this India has a yield of only 24 
Kg which is certainly very low. Recently, 
as a result of the efforts made by the 
Central Government for growth and 
development of sericulture there has been 


Table IX 

Silk Export Target for 19M-81 to 
1984-85 

(Rs in crorok^r 

Year Silk Silkwaste Raw Silk/ Total 
Goods Silk Yarn 


1980-81 

58.0 

2.00 


60.0 

1981-82 

73.5 

1.5 

— 

75.0 

1982-83 

83.5 

1.5 

5.0 

90.0 

1983-84 

104.0 

1.0 

5.0 

110 .0\ 

1984-85 

121.5 

1.0 

7.5 

130.Qs 


This marginal rise in the share is essential- 

Table VIII 

Indian’s Exports of Silk and Silk Goods 1968-80 

(Q: Lakh Metres, V: Rs. in crores) 


Year 

Mulberry 


Tasar 

Total 



Q 

V 

Q 

V 

Q 

V 

1968-69 

30.4 

4.8 

10.4 

45 

40.8 

9.3 

1969-70 

107.8 

15.4 

12.3 

20 

120.1 

17.4 

1970-71 

55.5 

9.0 

6.7 

1.2 

62.2 

10.2 

1971-72 

38.5 

5.8 

7.2 

1.3 

45.7 

7.1 

1972-73 

41.1 

6.8 

7.1 

1.5 

48.2 

8.3 

1973-74 

52.1 

10.4 

8.4 

2.0 

60.5 

12.4 

. 1974-75 

43.1 

10.3 

7.7 

2.0 

50.8 

12.3 

1975-76 

52.9 

14.1 

9.0 

2.4 

61.9 

16.5 

1976-77 

62.1 

19.2 

11.5 

3.4 

73.6 

22.6 

1977-78 

88.0 

27.1 

136 

4.5 

101.6 

31.6 

1978-79 

98.9 

34.5 

15.6 

5.6 

114.5 

40.1 

1979-80 

91.5 

41.1 

15.4 

6.5 

1U6.9 

47.6 

% Increase 
of decrease 







orer 1968-69 

200.9 

756.2 

48.0 

44.4 

165.0 

444.4 

% Share in 
1968-69 

74.5 

51.6 

25.5 

48.4 

100.0 

100.0 

% Share in 
■ 1979-80 

85.6 

86.3 

14.4 

13.7 

100.0 

100.0 

Source: Central Silk Board. 


Source : Central Silk Board 

a breakthrough in terms of higher yield 
with the introduction of high yielding 
types of silk worms and better techniques 
of rearing. 

Recently China has entered the 
world market on a large scale posing f 
threat to Indian silk and silk goods. Thi 
threat can be faced if India makes con 
certed efforts at increased productioi 
and improved quality. This is vitall; 
important because in developed coun 
tries the demand is confined to qualit 
silk which alone could be processed o: 
sophisticated weaving machines. 

When we make a comparison betwee 
Japan and India, the picture is bleaks 
With almost as much land under mulberr 
cultivation as India does have, Japa 
produces about 17,000 tonnes < 
raw silk as compared to only 4,0C 
tonnes by India. The productivity pc 
hectare in Japan is also as high ( 
120 Kg. Japan is also the largest pn 
duccr accounting for 33 per cent of tl 
world raw silk production. It is ah 
largest consumer. Despite the decreasii 
domestic output of raw silk, it still retail 
top position among prixluccrs and coi 
sumers. This has given Japan conside 
able influence on both demand for ar 
supply of raw silk in the world markets 

The Central Silk Board (CSB) is t 
apex body for consolidating and c 
ordinating the activities of the serict 
ture industry in various States. The ma 
objective of CSB is to promote grow 
and development of silk industry. T, 
measures it has taken include renderi 
financial and technical assistance, a 
undertaking, assisting or encouragi 
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f 

Wentiillc, technological and economic 
research for the speedy development of 
silk industry. The board also collects 
statistics and data and advises the Central 
Government on all aspects relating to the 
growth and development of silk industry. 
The Board also recommends financial 
accommodation in the form of grant- 
in-aid or loan for the execution of silk 
schemes by the State Governments. 

The CSB gives financial aid for 
scientific and technological work under¬ 
taken by the State Sericultural Depart¬ 
ments and also helps them to secure 
technical personnel and guidance. The 
CSB has stt up a service station 
at Srinagar for the production of basic 
seed. The board has also taken over from 
the Government of Tamil Nadu, the Hill 
Rearing Staiion at Coonoor now popular¬ 
ly known as Silk Worm Seed Station. It 
has established a Central Tasar Silk 
Worm Seed Station at Lakha in Madhya 
Pradesh. 

The board has coordinated sericultural 
Tcsearch, which is guided by a committee 
of scientists, on all matters relating to 
sericultural research. Basic seed stations 
have been set up for the maintenance of 
germplasm banks and preparation and 
supply of high quality disease free seeds 


of parental races. The board has establish¬ 
ed a raw material bank for tasar cocoons 
and raw silk at Chaibasa in Bihar. A 
similar bank for mulberry silk is pro¬ 
posed to be established at Bangalore. 

A Central Silk Conditioning and Test¬ 
ing House has been established by the 
board. The board has been assigned the 
task of training technical personnel on an 
all-India basis. A 15-month post-graduate 
course has been olTered at the Central 
Sericultural Research and Training Insti¬ 
tute at Nazarbad (Mysore), Central Tasar 
Research Station, Ranchi (Bihar) and 
Central Sericultural Research Station at 
Berhamporc (West Bengal). The course 
includes a 90 days intensive training for 
practising sericulture. Refresher courses 
for a short period of 28 days have also 
been conducted every year for in-service 
officers sponsored by the State Govern¬ 
ments. 

A scheme regarding the improvement 
in mulberry yield per unit area through 
better farming and/or propagation of 
superior strains is another important 
item of work which is under progress. 
The Board has organised Regional 
Tasar Research Stations and extension 
centres to propagate tasar rearing on oak 
plants which are available extensively as 


Tablb XI 

Value of Silk Goods Exports Between 
1968-d9 and 1979-80 

(Rs in crores) 


Year Value of Total Exports % of Col. 
Silk Goods Earnings 2 to Col.3 
Exports 


(I) 

(2) 

(3> 

(4) 

19$8^ 

9.3 

1.198.0 

0.75 

1969-70 

17.3 

1,413.3 

1.22 

1970-71 

10.2 

1,535.0 

0.66 

1971-72 

7.1 

1,568.6 

0.45 

1972-73 

8^3 

1,607.0 

0.51 

1973-74 

12.4 

2,523.0 

0.48 

1974-75 

12.3 

3,304.0 

0.37 

1975-75 

16.5 

4,042.8 

0.40 

1976-77 

22.6 

5,146.0 

0.43 

1977-78 

31.6 

5,373.6 

0.58 

1978-79 

40.1 

5,735.0 

0.70 

1979-80 

47.6 

6 ,100.0 

0.78 

% Increase 



decrease or 



over 




1968-69 

444.4 

409.7 

+ 0.03 

Source; Central Silk Board 


nature grown in the sub-Himalayan 
regions. The Central Silk Board is thus 
playing a vital role in the growth and 
development of sericulture in the country. 


Tablb X 

Itemwise Export of Mulberry Silk Goods from 1968-69 and 1979-80 


(Q: Lakh Metres V: Rs in Crores) 


Year 

Sarees 

Scarves/Stoles 

Dress Material 

Readymade Garments 

Others 

Q 

V 

Q 

V 

Q 

V 

Q 

V 

Q 

V 

1968-69 

4.2 

0.7 

13.4 

1.6 

10.9 

2.1 

1.5 

0.4 

0.3 

0.1 

1069-70 

5.0 

0.8 

84.6 

10.8 

15.6 

3.0 

1.9 

0.6 

0.6 

0.2 

1970-71 

6.0 

1.1 

34.3 

4.5 

11.5 

2.3 

2.4 

0.6 

1.1 

0.4 

1971-72 

6.4 

1.0 

16.9 

1.7 

11.2 

2.1 

2.8 

0,6 

1.3 

0.4 

1972-73 

7,4 

1.3 

16.0 

1.9 

12.8 

2.6 

3.9 

0.9 

0.9 

0.3 

1973-74 

10.9 

2.2 

18.9 

2.6 

16.3 

3.9 

4.7 

1.1 

1.3 

0.5 

1974-75 

9.8 

2.7 

19.7 

3.2 

9.8 

2.8 

3.2 

0.9 

0.6 

0.5 

1975-76 

14.5 

4.6 

26.3 

4.8 

9.2 

2.8 

2.4 

0.8 

0.1 

0.9 

1976-77 

14.6 

4.7 

30.2 

5.6 

12.8 

4.3 

37 

1.4 

0.8 

3.3 

1977-78 

22.3 

7.5 

42. J 

7.4 

14.1 

4.6 

7.1 

2.7 

2.4 

4.9 

1978-79 

23.0 

7.9 

35.6 

6.6 

20.0 

7.0 

15.2 

5.2 

4.5 

8.0 

1979-80 

22.9 

9.0 

24.4 

4.5 

23.9 

9.8 

12.9 

5.0 

7.2 

13.0 

% increase or 










decrease over 










1968-69 

422.9 

1185.7 

82.0 

181.1 

110.0 

366.6 

760.0 

1150.0 

2300.0 

1200.0 


Source: Central Silk Board 
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' 'PkHBiu on iridiMry 


Setting Up Rural Workshops 


Agricultural/Transport Machinery 

The role of the workshop may be com¬ 
pared to that c f a first aid station or day 
clinic. It will perfcrm services which 
arc tco costly for individual tractor, 
truck or car owners to undertake on their 
own premises or to have done in a di - 
tant market town. The types of services 
to be performed arc as follows: 

|l (a) Cleaning, oiling, greasing, oil 
changing, draining and cleaning oil and 
petrol tanks, changing oil and air filters, 
checking and changing spai k plugs; 

(b) Providing a complete battery service, 
including checking, fluid topping, charg¬ 
ing and recharging and leakage testing; 

(c) Providing a complete tyres and 
tu’ es seivice and vulcanising; 

(d) Brake testing, changing of brake 
pads and liners; 

^ (e) Testing and correcting of simple 

electrical faults, cleaning and changing 
distributor and contact points and; 

(f) Repairing structural parts of vehi¬ 
cles in collaboration with a metals shop. 

The need for such services will depend 
on tractor density in the central village 
and its hinterland and on the density of 
other materials and personnel transport 
vehicles in an area. Sometimes if the 
village is on a highway, it will depend on 
the density of traffic and the distance 
from the last unit providing such services. 
In the latter case, it could be combined 
with a petrol station. 

All services will be provided at the 
workshop. Items such as oil, grease and 
common types of oil filters, contractors 
and fuses could be kept in stock for sale. 

No expert assistance will be required 
if the owner is a trained worker. 

If the unit is part of or near a work¬ 
shop cluster, a considerable amount of 
interservicing could be made easier, such 
as in welding and fitting, electrical jobs, 
painting and so on. 

The owner should have done a course 
on diesel and petrol engines in a vocation¬ 
al training centre and the skilled worker 
should have been trained in mechanics 


of agricultural machinery engines at a 
rural vocational training centre. 

There would be no phased develop¬ 
ment. Such a workshop may develop 
the range of sei vice's it provides as the 
clientele grows. 

Electrical Workshops 

In many rural areas, although electricity 
has been provided, no facilities for house 
wiring, simple installations, lepji^s and 
maintenance of electrical apparatus have 
been developed. Such a workshop is 
designed to meet this need. 

The workshop is needed in all central 
villages supplied with electricity, it will 
provide all types of services for the house¬ 


holds, rural industry and agriculti^ 
of the central village and its hinterlad^ 
including the following: 

(a) Wiring in private houses and inst 
tutional buildings; 

(b) Wiring and small switchboard it 
stallation for motors and other apparati 
such as agricultural pumps, small industl 
fans, mixers and blowers; 

(c) Installation of radio and televisic} 
aerials and earthing in homes and inst 
tutions, as well as refrigerators, cooler 
Stoves, and such other domestic and ii 
stitutional electrical apparatus. 

(d) Simple repairs and maintenance • 
motors and electrical apparatus, such • 
testing of faults in motors, cleaning 


Requirements for Agricultural/Transport Machinery Repairs Workshop 


Description of Number Estimate^ 

equipment required price (Rs 


Work bench with one vice of 140 mm and drawers I 320 

Electrical water pump with hose and 
nozzle (assuming water is to be obtained 

from a well or similar source) 1 200 

A-frame with chain hoist 1 120 

Portable electriL- drill with drill stand I 240 

Battery charger 1 120 

Gar age jack 1 40C 

Tripod axle stands 4 1(50 

Pedestal grinder and buffer I 32( 

Diesel engine nozzle tester 1 24( 

Coils and condenser tester I 16( 

Gear oil dispenser I 2(X 

Voltmeters, ammeters, plugs I 12( 

Switches and switchboard, brake lining machine 1 40( 

Vulcanising equipment I 44 

Tyre mounting stand I 124 

Hand tocK, dr ills bits, files, hammers, 
wrenches, wheel pullers, grease guns, span¬ 
ners, screw-drivers, pliers, taps and dies 1 32 

ToUl 348r 


About 60-70 m“ of covered area will be required, together with a covered ramp \ 
and trench for under body work. 


Manpower requirements. 


Labour force 


Number of pers$ 

Owner, worker 


1 

skilled worker 


2 

Cleaner 


2 

Total 


5 
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p^mutators and slipHngs, changing of 
wishes, changing or repairing heating 
mmcnts in room heaters, toasters, water 
|leaters and so on. 

[ Some of the services will be provided 
user premises and some at the work¬ 
top. The workshops needs to store 
pr sale or use ordinary electrical hard- 
tore such as bulbs and tub.: lights, 
latches, tube light starters, fuses and 
pse wire, wiring, conduits and conduit 
lltings. 

■’ Expeit assistance will not be required 
^ the owner is a trained worker. 
i As the unit will be in a workshop 
faster, the other units in the cluster will 
^ovidc mutually supporting services. 

, The owner operator should have at¬ 
tended a general electrical engineering 
^iourse covering both house wiring and 
'ipparatus repair in an urban (^r rural 
i^ocational training centre. The semi- 
•icilled worker should preferably have 
'•^eived trainin ’ in house wiring only. 

J There would be no phased d^vclop- 
!ttent. 

-Hardev Singh 


Description of 
equipment 


Equipment Requirements for an Electrical Workshop 

Number 

required 


Estimated 
price (Rs) 


Work bench with small vice 

of 90 mm and drawers I 3200 

Portable electric drill with vertical drill stand 1 2400 

Multimeter,voltmeter, ammeter, ohmmercr, 1 
energy meter, insulation tester, all to be ! 

mounted in a .switthboard (except the j 1 set 1200 

multimeter) with switches, fuses and J 

small transformers 

Wire strippers, wire cutters, insulated pliers, 

line tester, long nose pliers, rubber gloves 1 set 400 

Common hand tools (hacksaw, screwdrivers, 

chisels, hammers, pipe, threader die, spaners, wrenches) 1 set 800 

Total 8000 

(The workshop need not be bigger than 3 m“ for both the retail store and repair 

Manpower Rcquiremenls 

Labour force Number of persons 

Owner, woikcr 1 

Semi-skilled worker 1 

Total 2 


ANOTHER MILESTONE BY ISARC IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

& WROUGHT PRODUCTS: 

• Resistance V/elding Electrodes & DIscs-Rolled, heaMreated upto 650 mm In 
dia and 50 mm In thickness 

O Resistance Welding UPS and spocial size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and maciiined 

Catering to Defence, Railways, Sv/itchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 
Please send your enquiries to : 




THE INDIM SMELTINH & 

REFININ6 GO. LTD. 


(Non-Ferrous Division) 

Cable 1 LUCKY, Bhandup, 
Bombay. 

Phone 1 584381 

L.B. Shastri Marg, Bhandup, Bombay-400 078 

Telex 1 ISARC 011-8384 
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CTATE OF THE 
ECONOMY 


Indo-Romanian Trade 

Ways and means to increase 
and diversify Indo-Romanian 

K ide during the next five years 
d economic cooperation in 
the fields of thermal energy 
generation, railways and 
metallurgical projects, were 
discussed recently when the 
visiting Romanian Parliamen¬ 
tary delegation led by Mr 
Iosif Szasx, MP and Vice- 
President of Grand National 
Assembly called on Mr Pranab 
Mykhcrjee, Minister for Com¬ 
merce, Steel and Mines. 

The meeting took note of 
the fact that the trade turnover 
jUfetwcen India and Romania 
^ad risen from the level of 
Rs 3.8 crores since the signing 
of the first Trade and Payments 
Agreement between the two 
countries in 1959 to Rs 84.2 
crores in 1979. It was agreed 
that the two sides should make 
efforts to double the trade 
turnover during the next five 
years. 

Mr Mukherjee stressed the 
need for identification of new 
areas of cooperation to achieve 
the target of doubling the trade 
turnover, lie also suggested 
that efforts should be made 
to launch joint ventures in 
ll^ird countries. Mr Iosif 
^agreed with him regarding the 
need for joint ventures in 
third countries, especially in 
developing countries. They 
also discussed the need for 
launching joint cfforlg for 
setting up new international 
economic order. 

The Commerce Minister 
informed Mr Iosif that the 
Romanian oifer for the supply 
of power plant equipment and 
setting up of a pelletisation 
plant based on Kudremukh 
iron ore concentrates with buy- 
arrangements, were under 
consideration of the appro¬ 
priate Ministries. The meet¬ 
ing also took note of the fact 


that the Annual Trade Plan 
for 1981 between the two 
countries had been recently 
concluded in Bucharest and 
envisaged the total trade turn¬ 
over of Rs 240 crores as 
against Rs 219.4 crores in 
1980. India's main exports to 
Romania consists of iron ore 
accounting for almost 70 per 
cent of our exports to Roma¬ 
nia. The main items of im¬ 
ports from Romania has been 
fertilizers. 

Soyabean Production 
Plan 

Production of soyabean is 
expected to go up lo about 
two million tonnes by the end 
of Sixth five Year Plan, as 
against 0.5 million limncs 
during the current year. As a 
part of the strategy to encourage 
greater production of non- 
Iraditional oilseeds and oils 
in the country, an amhilious 
programme for sr^yabcan culti¬ 
vation has been drawn up as a 
part of the Sixth Plan. Pn>- 
duction would be augmemed, 
through a package of pro¬ 
grammes and incentives, in 
selected areas, particularly 
Madhya Pradesh where soya¬ 
bean cultivation had already 
been taken up in right earnest. 

A scheme of assistance for 
creating additional facililies for 
processing stiyabean into soya¬ 
bean oil, soyamcal and other 
processed products witli high 
protein content has already 
been included in the Sixth 
Plan. Units in the public/ 
cooperative sector like 
NAFED, NCCF, Ganesh Floiir 
Mills etc., apart from the pri¬ 
vate sector, are likely to make 
a significant contribution in 
setting up additional capacity. 

The Government has recently 
constituted an Intcr-Ministcrial 
Coordination Committee on 
Soyabean under the Chairman¬ 
ship of the Secretary, Ministry 


of Civil Supplies to monitor 
the progress of specific pro¬ 
jects and take other appro- 
pi iate steps in this regard. 

Extension of Irrigation 

Irrigation facilities will be 
extended to an additional area 
of 2.67 million hectares during 
the current financial year. With 
this, an area of nearly 62 mil¬ 
lion hectares will be brought 
under irrigation out of the net 
area of about 143 million 
hectares likely under culti¬ 
vation. The gross cropped 
area in the country has been 
estimated to be around 173 
million hectares. 

The Governnienl is taking 
steps to quicken the pace of 
providing irrigation. A two- 
pronged strategy has been 
commended to the States ft)r 
ensuring that the programmed 
irrigation targets are achieved. 
The strategy comprises comple¬ 
tion of as many on-going major 
irrigation schemes as are tech¬ 
nically and financially feasible 
and taking up execution of new 
projects and maximising the 
benefits from existing irrigation 
systems through more cfticient 
use of the iriigalioii waters. 
Broad guidelines have also 
been given to the Stale Govern¬ 
ments for preparing and imple¬ 
menting the irrigation piojccts 
during the Sixth Five Year 
Plan. These guidelines will be 
implemented during the current 
year as well. 

International Silk 
Meat at Lyon 

Current trends in the deve¬ 
lopment of sericulture industry 
in diflerent parts of the world, 
particularly in the developing 
countries, and the problems 
of silk exporting and consu¬ 
ming countries are being dis¬ 
cussed at the meetings of Inter¬ 
national Sericulture Commis¬ 
sion and International Silk 
Association at Lyon (France) 
between May 18-22, 1981. India 
is being represented at the 
meeting by a delegation led by 
Mr B. Ramadorai, Develop¬ 
ment Commissioner for Hand- 
looms in the Ministry of Com¬ 
merce. India hosted the last 
such meeting at Bangalore in 
1978. 

India has emerged as one of 


the most important sericulturel 
countries in the last few yeark 
Its current level of productiop: 
of raw-silk comprising fotll 
varieties, viz. mulberry, tasaf, 
cri and muga is of the ordei 
of 5,(X)0 metric tonnes. It 
an ambitious programme p? 
increasing its production to thii 
level of 9,000 metric tonnes bj 
the end of the Sixth Plai 
period. 

World Bank Project 

The multi-dimensional serf 
culture development pro 
gramme in India could be ap 
precialcd in the context O 
the World Bank assiste< 
Rarnataka Sericulture Deve 
lopmenl Project now beinj 
implemented with an outia; 
of the order of Rs 8( 
crores. Under this programrai 
Karnataka’s raw-silk produc 
lion is expected to go up fron 
Ihe present level of 3,0CM) nietrii 
tonnes lo 4,300 metric lonnes 
Out of this production a sig 
nificant percentage will be ii 
the form of bivollme raw-sill 
of international standard, li 
order lo achieve this produc 
lion target a number of mca 
siires have already been ini 
tialcd, the most important one 
being training of Indian seri 
cultural personnel in Japan 
availing of Japanese cxpertis 
in difi'ercnl scricultural discip 
lines, modernisation of Kai 
nutaka reeling units, spun sii 
mill and silk weaving factor) 
The Central Silk Board's prt 
mier Research and Trainin 
Institution at Mysore is ahead 
engaged in a massive R&1 
programme for giving neccssar 
support to the Stale Goven 
meni of Karnataka in th 
implementation of the Worl 
Bank project. 

Action has already bee 
initiated for implementation < 
similar World Bank assisU 
sericulture projects in tl 
Stales of Tamil Nadu, Andh) 
Pradesh, West Bengal ar 
Uttar Pradesh which have d 
monstrated in recent yea 
their immense potential f 
development of sericulture i 
dustry. 

An important highlight 
present status of sericultu 
industry in India is that 
has broken all barriers of tra< 
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Sbnal areas and is spreading 
fast in non-traditional areas 
Deluding in the States of 
f|Gujarat, Rajasthan and 
I^Maharashtra which were once 
nsidered not suitable for 
ttulbcrry sericulture. The State 
Sovernments and the farmers 
these areas have come for¬ 
ward to exploit the siluation 
the interest of increasing 
ar emphjymcnt opportuni- 
as well as for meeting the 
Is of silk weaving industry. 

lilway Reforms 
Committee 

Tlte Central Government has 
fjict up a Railway Reforms Com- 
bnittec with Mr R.D. Pandc, 
£p-Cabinct Secretary as Chair¬ 
man, to suggest measures for 
?Improving the capability of 
Railways to handle higher 
f/olume of tralHc in the coming 
^jecadcs. Mr Pandc will have 
Jvhe status of a Minister of 
Sitatc. Besides Mr P ande, the 
^ommittce consists of five 
raembers; Mr Ravi Malhai 
Mdndian Institute oi’ Manage- 
|nent, Ahmcdabad); Mr Russi 
fiWodi (Chairman, flSCO); 
Kjlr H.C. Tripathi (Retired 
l^uclge, Allahiibad High Court); 
f Manmohan Singh (Member 
|5ccretary. Planning Commis- 
|4on): and Mr M.S. Giijral 
"Chairman, Railway Board) 
(■;7hc non-ollicial part-time 
finembers of the Committee 
Ijiavc the status of Secretaries 
So Government of India. Dr. 
S.K. Ray, an olViccr of the 
*lailways, will be the Secretary 
f 0 the Committee. 

'tA 

The Committee will suggest 
i^lacthods of raising financial 
i|csourccs for investments in 
railway lines and for mo- 
^icrnisation of existing facili¬ 
ties; review the organisational 
i^tnicturc; recommend amend- 
jjblcnts to the Railway Acts; 
i <wiminc rc-organisation of cxis- 
jing railway zones including 
!|-he creation of additional 
r*ones or divisions; examine 
^iljwurity on the railways inclu- 
p'ing the functioning of RPF' 
wnd RPSF and the sharing 
costs for GRP; examine 
Sjiprovcd methods of train 
Bnovcment and hauling opera- 
Ipions; suggest methods of se- 
[tiring improved priKluctivity 
nd financial viability; examine 
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working of railway medical 
service; and recommend any 
other measures that may be 
relevant to the working of the 
railways. It may be recalled 
that the Minister for Railways, 
Mr Kedar Pandey, had indi¬ 
cated in his budget speech on 
February 19, this year that a 
high power committee of ex¬ 
perts would be set up to examine 
and report on various aspects 
of railway working with a view 
to gearing up the capability 
of the railways to handle the 
traihe anticipated in the chi¬ 
ming decades. 

'I'hc last comprehensive re¬ 
view of the working of rail¬ 
ways was made as early as in 
1947 by Ihc Indian Railway 
F.nquiry Committee, chaired 
by Mr K.C. Ncogy and later 
by Mr H.N. Kiin/rii. In the 
last 30 years, fianspoiiation 
needs have miilliplicd and have 
necessitated another look at 
the working of the railways. 
The Pandc Committee will 
make a comprehensive study 
of present railway operations 
as also the challenges the rail¬ 
ways will have to face in the 
coming decades. In doing so, 
it will take into account the 
observations made in the re¬ 
cent reports of the Rail Tariff 
Linquiry Ctimmitlcc and the 
National Transport Policy 
Committee. TheC'ommittcc will 
have a tenure <if two years. It 
may submit interim reports 
as and when its work relating 
to specitic aspects is completed. 

Vegetable Oil from 
Rice Bran 

The potential of rice bran 
as an important source of 
vegetable oils is proposed to 
be fully exploited. An Inter- 
Ministerial Coordination Com¬ 
mittee on the production of 
rice bran oil has been set up. 
The Committee is headed by 
the Secretary, Ministry of Civil 
Supplies and has representa¬ 
tion among others, of Depart¬ 
ments of Agriculture, Food, 
Commerce, Revenue and In¬ 
dustrial Development. India 
being a major producer of rice 
in the world, there is consi¬ 
derable extraction of rice bran 
in the country. Its potential 
as unimportant source of vege¬ 
table oils has, how'ever, not 


yet been fully exploited. The 
committee now set up by the 
Government will review from 
time to time the steps taken 
to augment the production of 
rice bran oil in general and its 
edible grade in particular. The 
committee would also look into 
the infrastructural facilities like 
establishment of stabilisers in 
the rice mills and examine 
incentives that may be consi¬ 
dered appropriate for a greater 
production of this oil. 

Turn-round of Wagons 

The Union Minister for 
Railways, Mr Kedar Pandey, 
stated recently that the turn- 
round time of broad gauge 


wagons, which was 15.1 days 
in 1979-80, had improved to 
12.6 days now. During emef^* 
gency, which was an era of 
discipline, the turn-round had 
improved to 13 days only. 
Turn-round time of wagons, 
which represents the time-lag 
between two successive load¬ 
ings, is a significant indicator 
of operational efficiency be¬ 
cause an improvement of one 
day in the turn-round of wagons 
implies savings to the economy 
of the order of Rs 500 crorcs. 
In this context, the unpreceden-. 
ted operational performance of 
the railways signifies a big 
leap forward. 

Mr Pandey was addressing 
the meeting of the informal 
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Invites applications for 
Director (Marketing) 

Indian Drugs and Pharmaceuticals Limited^ 
Gurgaon (Haryana) 
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in the Indian Drugs & Pharmaceuticals Ltd. (IDPL) Gurgaon 
(Haryana). It is a Board level appointment and the incumbent 
will report to the Chairman & Managing Director of the organ!* 
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(b) a subject of Bhutan, or (c) a subject of Nepal, or (d) a Tibe¬ 
tan refugee who came over to India before 1st January 1962 
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marketing activities and will be responsible for optimum per¬ 
formance of all the marketing operations. 

Qualifications: The applicants should be a graduat<>< preferably 
with a Degree in Science or Medicine or Pharmacy. 

Experience : Thorough knowledge of the drug industry and wide 
experience of not toss than 15 years in marketing - should have 
held senior post in marketing-preferably in the drug industry. 

Age : Around 45-50 years. 

Emoluments : The post carries a pay scale of Rs. 2500 - 100 • 
3000 plus perquisites like subsidised residential accommodation, 
company car. leave travel concession, medical facilities as 
applicable to lop level posts in the organisation. Higher pay will 
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Applications will be treated as confidentfal. The prescribed form 
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13 cm) to Shri R.K. Tikku, Secretary, Public Enterprises Selection 
Board. Ministry of Finance. Faridkot House. First Floor. Coper- 
i^icus Marg, New Delhi-110001. , 
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CoBsultalive Committee of Par¬ 
liament for North-Eastern Rail¬ 
way zone. He said that the 
-wise meetings, which had 
en held in the last three 
l^ks, had enabled the mem¬ 
bers of Parliament, belonging 
to all political parties, to 
highlight the problems of rail¬ 
way users in various parts of 
the country and the Railway 
Ministry had greatly benefited 
from their observations and 
suggestions. He assured the 
members that steps would be 
taken to solve the problems 
^lat had been brought to his 
^notice in these meetings. The 
Minister referred to the freight- 
oriented psychology that he 
had tried to develop for rail 
operations and said that it 
had strengthened the infra¬ 
structure of the economy. There 
was an all-round appreciation 
of the performance of railways, 
he added. 


Bentficiation of 
Metals and Minerals 

Ipr The Mineral Development 
*^Board has undertaken a number 
of studies on beneficiation of 
iron ore slime containing ultra- 
fines and other metals and mine¬ 
rals. Jt is proposed to explore 
the use of such fines to a limited 
extent in the sinter plants of 
steel plants. An alternative 
possibility of cold bonding of 
such fines is also being tried 
out. Jn one of its studies, the 
Board found that about three 
to four million tonnes of iron 
ore ultra fines were discarded 
annually in tailings. 

The board is also examining 
the feasibility of using the 
l^new iron making processes de- 
^veloped in Sweden, known as 
INRED (intensive reduction) 
and ELRED (electric reduction), 
which utilise powdered iron 
ore and non-coking coal. The 
ELRED process has been tested 
in Sweden using a five-tonne 
per hour pilot unit and the ins¬ 
tallation of an eight-tonne per 
hour unit is underway at Lulea 
in Sweden. The unit is expected 
to be in operation by mid- 
1982. The process is capable 
of producing low phosphorus 
high quality iron which is not 
PNv^ily available in India. The 
ELRED process, being deve¬ 
loped by two Swedish orga¬ 


nisations, ASEA and STORA, 
is a two st^ process. In the 
first stage, iron ore powder is 
partially reduced in a fluidized 
bed and this has been tested 
at a scale of 300 kg per hour. 
In the second stage, this par¬ 
tially reduced powder is smel¬ 
ted in a DC arc furnace to 
yield molten iron. 

Apart from iron ore, several 
other metals and minerals such 
as manganese, nickel, chromiic, 
vanadium, magnesite and 
kyanite have been brought 
under the purview of the board. 
As are.source organisation, one 
of its main tasks is to ensure 
that the natural resources of 
metals and minerals arc not 
frittered away and their con¬ 
servation is achieved to the 
maximum extent. 

Strength of Indigenous 
Technology 

The Minister for Petroleum, 
Chemicals and Fertilisers, Mr 
P.C. Sethi, stated recently 
that India ranked first among 
the developing countries in 
building indigenous technology 
and infrastructure facilities in 
key sectors like steel, fertilisers, 
cement and petrochemicals. 
The Minister, who was deli¬ 
vering the valedictory iuldrcss 
of the two-day seminar on 
“Objectives, Achievements and 
Prospects of Public Sector 
Enterprises”, said that the 
country was now coiiipetJng 
with developed countries and 
winning overseas assignments 
for technological consultancy 
and turn-key projects. He said 
that the present state of eco¬ 
nomic progress was largely due 
to public sector enterprises. 

Mr Sethi said that public 
sector units in the country 
were set-up not only to build 
infrastructure for rapid indus¬ 
trialisation but also in areas 
where private sector was not 
willing to invest. Flc said that 
these units had made significant 
contribution in removing re¬ 
gional imbalances, developing 
small-scale ancilliary industries 
as also in ensuring fair distri¬ 
bution of essential goods and 
services. Mr Sethi expressed 
his concern that the progress 
in all the pubic sector under¬ 
takings was not even. While 
some units had made signi¬ 


ficant progress and achieved 
self-sustaining growth, other 
enterpiiscs had lagged behind. 

Tourism Promotion 
Equipment 

The Department of Tourism 
is working out details of the 
scheme to grant licences for 
import of equipment and other 
items required for professional 
use necessary for promotion 
of tourism. Disclosing this 
at the 30th Annual ( onvention 
of Travel A gen Is Association 
of India at Colombo recently. 
Mr A.P. Sharma, Minister for 
Tourism and Civil Aviation, 
announced that as per the 
import policy for 1981-82, 
travel agents will now be grant¬ 
ed import licences iipto 2.5 per 
cent of the net foreign exchange 
earned by them during 1980-81 
from tourism, subject to a 
maximum of live lakhs rupees. 

The travel agents have been 
asked to furnish the list of 
items they would be interested 
in importing. 

Mr A.P. Sharniu also an¬ 
nounced that a deeisit)!! has 
been taken in principle t<j allow 
an incentive quota to the travel 
agenis. 1 he amount and other 
modalities are being worked 
out, he added. Ihe Minister 
also mentioned about the libc- 
ralisalioii of the policy regard¬ 
ing foreign investment, parti¬ 
cularly pciro-dollar financing. 
Mr Sharma urged the private 
scettir to extend ils fullest 
cooperation to the Government 
in planning the i'uturc of 
tourism in the country. 

Growth of Small-scale 
Sector 

Two lakh thirty five thousand 
and three hundred small in¬ 
dustrial units received techniciil, 
economic and managerial as¬ 
sistance from the Small Indus¬ 
tries Development Organisation 
during 1980-81. The workshops 
and testing centres ^f Small 
Industries Development Orga¬ 
nisation executed 33,750 jobs 
for the units and .supplied 
26,000 drawings and blue¬ 
prints to small entrepreneurs. 
In addition, 8,550 units were 
provided export and marketing 
assistance in the form of mar¬ 
keting intelligence, export pro- 


oedures and export worttuiie£^ 
according to the Annual 
of the !^all Industries 
lopment Organisation for tM 
year 1980-81. 

Small-scale industries 
made steady progress diu?i|i 
the last few years. The smaH| 
scale sector accounts for neai^ 
62 per cent of the total pra< 
duction of the village and smal: 
industries sector in terms ol 
value added. 7'he contributtcA 
of this sector to exports hiq 
also grown. ; 

The production of this sectd 
has increased from Rs 7,2d( 
crorcs to Rs 19,060 crores bet 
ween 1973-74 and J979-8q 
accounting for about 28 pe 
cent of the total industria 
production. During the $am 
period, employment in tM 
sector has risen from 30;* 
lakhs to 64.6 lakhs. Export 
from the .sector amount t 
Rs 1,050 crorcs, representin 
about 16 per cent of the toti 
exports during 1979-80. It i 
estimated that the productio 
in the small-scale sector ref 
died to the lime of Rs 28,08 
crores (at current prices) durin 
1980-81. 

Besides producing consunk 
go<Kls, the seetiir now producf 
many sophisticated and preC 
sion products like electFOul 
systems, micro-wave cok 
ponents, eleclro-mcdical equ^ 
menl. I'V sets etc. The villa( 
an<l small-scale industries sect 
as a whole accounted for abo 
51 per cent share in the grq 
production of the nianufactljj 
ing sector during 1979-fl 
The annual growth of prodtj 
tion of small-scale sector durjj 
the Sixth Plan is aimed ! 
8.7 per cent. It is expectl 
that by the end of 1984-$ 
production level of Rs 32,4' 
crores would be achieved. Sitt 
larly, the value of exports"; 
also expected to go up i 
Rs 1,850 crorcs. I’he emplo; 
mcnl is likely to go up frd 
67 lakhs in 1979-80 to 89 laK 
in 1984-85. i 

Industrial Developmi 
of Karnataka 

A 15-member task foB 
for Karnataka has been i 
up to promote industrial coi 
plexes in the State. Tumki) 
South Kanara, Gulbarga ai 
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m districts of Karna- 
have been identified 
industrially backward areas, 
task force headed by 

B.R.R. lyyengar, Joint 
itary, Department of 

istrial Development, will 

tt the site and prepare a 
ral project report identi- 
therein “Nucleus Plants” 
;t can be established in these 
rids, the ancillary and small- 
Je industries which can be 
up in these places as also 

inter-linkages that arc 

;ely to develop among these 
iustrics. The report also 

■Id identify various other 
^^stment opportunities for 

4 w development of an inleg- 
hej^ted industrial complex in 
area. 

[?*‘^'Thc task force will submit 
Me required project report 
;end of June, 1981. It may 

fl^e recalled that the Industrial 
f'dolicy Statement of July 23, 
!lC980 envisages inter aha estab- 
I^Hlihment of industrial com- 
i^^xes in dilfcrent parts of the 
|-^untry based on the concept 
“Nucleus Plants”. Govern- 
!f%cnt have been initiating a 
j^^umber of measures for locat- 
such integrated industrial 
j^iomplexcs in diflerenl parts of 
!*^hc country. 

^k^ild Life Tourism 


Out of a total allocation of 
30 Cl ores in the Central 

B 'cetor for Tourism, a sum 
f Rs 1.7 crores has been 
Ji’“lftrmarked for development 
Wild l.ifc Tourism. This 
K*^ount will be utilised for 
^^^^ovision of facilities for ac- 
i^mmodation and transport at 
2 5blccted National Parks and 
Life Sancturries in the 
|iCS^ntFy. New schemes to be 
|;l®MTOn up during the Five Year 
1980-85 arc the develop- 
of facilities at Simlipal, 
Palamau, Corbett/ 
P^ilfcdhwa, Bandhavgarh and 
This information was 
fm(|rven in Lok Sabha re- 
^jtoently by Mr A.P. Sharnia, 
j^^inistcr of Tourism & Civil 
^kviation. 

i^rth Rata During 
Hxth Plan 

IJlE'Thc Sixth Five Year Plan 

e visages a target of net re- 
oduction rate of ‘i* by 1996 
iijcP' country as a whole. 
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implying a birth rate of 21 
per 1,000 population. This 
was disclosed by the Union 
Mini.ster of State for Health 
and Family Welfare, Mr Nihar 
Ranjan Laskar while replying 
to a question in Rajya Sabha 
recently. The Minister said, 
60 per cent of the total number 
of eligible couples, having 
wives in the reproductive age 
group 15-44 years, would be 
elTeclively protected by 1996. 
For 1984-85, the target of 
couple protection is a little 
over 36 per cent as against 
23 per cent at present. This 
would imply a birth rate re¬ 
duction by three points. 

Progress of 
Meteorology 

The Annual Plan 1981-82 
provides Rs 11.58 crores for 
the India Meteorological De¬ 
partment and the three auto¬ 
nomous research institutes 
under the Ministry of Tourism 
and Civil Aviation. An outlay 
of Rs 10.87 crores was pro¬ 
vided for the development of 
the department during 1980-81. 
Of this amount, Rs 4.03 
crores was for implcmentalion 
of programmes under INSAT-l 
project, Rs 2.50 crores 
for outstanding payments con¬ 
nected with Monex-79 experi¬ 
ments which concluded in 1979- 
80 and Rs 1.37 crores towards 
grants-in-aid to the three auto¬ 
nomous research in.stitutcs. 

As regards progress of the 
Indian National Satellite 
(lNSAT-1), orders have been 
placed for equipment required 
for the Meteorological Data 
Utilisiition Centre (MDUC). 
Contract for the development 
and fabrication of transmitter 
portion of the Data Collection 
Platforms (DCP) has been 
awarded and fabrication of 
meteorological sensors is in 
progress. A iirm order has 
been placed with the Post and 
Telegraph Department for the 
provision of end links between 
Delhi Earth Station and 
MDUC for transmission of 
Very High Resolution Radio¬ 
meter (VHRR) and DCP data 
to MDUC New Delhi. Rupees 
23.73 lakh were made available 
for strengthening of Upper Air 
Network according to World 


Meteorological Org^hi^fition 
standard. During the year 
Regional Maintenance Centres 
at New Delhi and Nagpur 
were established for mainte¬ 
nance of electronic equipment 
of the concerned region and 
supply of urgently needed 


spares. As regards provision 
of Meteorological aids at inter¬ 
national airports, second set of 
airport meteorological instru-' 
ments was installed at the other 
end of the runway at Bombay 
and Delhi airports. 
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both governmental and non¬ 
governmental Rs. 22.00 

INDIAN PARLIAMENT 

A brief review of the important 

measures enacted by Parliament during 

the last twenty eight years. Rs 6.00 

(POST FREE SUPPLY) 

Books worth Rs. 10 00 or more will be sent 
by Registered Post/V.P.P. 

Order Today : 

The Business Manager 
Sales Emporium 
PUBLICATIONS DIVISION 


(i) Patiala House 

New Delhi-110001. 

(it) Super Bezar r2nd Floor) 
Connaught Circus 
New Delhi-110001 

Commerce House, 
Currimbhoy Road. 

Ballard Pier. 
6ombay-400033. 

8, Esplanade East 
Calcutta-700069, v 

736« L LA. Auditorium 
Anna Salai tMount Road) 
M8dras-600002. 


Near Govt. Press 
Press Road 
Trivandrum-695001. 

Bihar State Co-operative' 
Bank Building. 

Ashoka Raj Path.' 
Patna-800004. 1 

TO-B, Station Road - 
(Opposite Kohinoor Hotel) 
iucknow-226004. ^ 
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Steady Improvement in 
Bihar Alloy Steels 

DiREcrroRS of Bihar Alloy 
IPtieels State in their report for 
1980 that the steady improve¬ 
ment in the company’s opera¬ 
tions starting from 1978 re¬ 
ceived a severe setback during 
1980 mainly due to a signi¬ 
ficant shortfall in availability 
of power throughout the year 
coupled with labour unrest 
and indiscipline. 

The production of ingots and 
CC blooms was lower at 44,726 
tonnes in 1980 against 54,304 
^tonnes in 1979 and of finished 
Ipieels 35,092 tonnes against 
' 43,991 tonnes. Sales were 
also lower at 35,462 tonnes 
against 45,094 tonnes. Owing 
to the continuous rise in the 
prices of all major inputs, 
margins were under pressure 
despite increases in the selling 
prices. 

Sales rose marginally from 
Rs 37.18 crores in 1979 to 
Rs 38.72 crores in 1980, but 
the gros.s profit came down 
from Rs 5.38 crores to Rs 4.03 
crores. After providing Rs 2.19 
crores (Rs 2.17 crores) for 
depreciation, the net profit 
works out lower at Rs 1.85 
llerores against Rs 3.20 crores. 
After adjusting against the 
brought in loss of Rs 3.76 
crores, a debit balance of Rs 
1.93 crores has been carried 
forward. 

The prices of major inputs 
viz, scrap, ferro-alloys, elect¬ 
rodes, furnace oil, power etc 
continued to rise sharply during 
the year reflecting the general 
inflationary situation in the 
country. As a result, our 
margins continued to be under 
pressure inspite of increases 
lain the selling prices. As re¬ 
gards scrap, ^ere continued 
to be significant shortfall bet¬ 


ween the availability and the 
current demand and this has 
necessitated the import of size¬ 
able quantities of scrap for 
the production of steel in arc 
furnaces. A beginning has 
also been made in the import 
of sponge iron from Indonesia 
to help the scrap position. 

Although the shoitagc of 
power continues to slowdown 
industrial activities ihroughoul 
the country, the demand for 
alloy steels has shown a steady 
growth. Sales prospects during 
the current year appear to be 
reasonable although the com- 
panys margins will be under 
pressure due to the very sub¬ 
stantial rise in the cost of al¬ 
most all inputs. The main 
constraint however will con¬ 
tinue to be the availability 
of power which fortunately 
has shown some improvement 
during the first quarter of the 
year. The Directors luipcd tlial 
the DVC from whom the com¬ 
pany obtained its supplies \m11 
be able to stabilise their gene¬ 
ration and avoid restrictions 
and load sheddings which have 
been the rule during ihc 
previous year. The pragmatic 
policy of the Government with 
regard to the imports of stain¬ 
less steel as announced in the 
current year’s budget should 
help the industry to fully 
utilise its capacity and reduce 
imports. 

Bonus by Colgate 

The Directors of Colgate- 
Palmolive (India) have pro¬ 
posed to issue bonus shares on 
a one-for-one basis in super- 
session of their earlier proposal 
in the proportion 4:5, which 
has still not been approved 
by the Government. The Di¬ 
rectors have also recommended 
a final dividend of 10 per cent, 
making a trttal of 101 per cent 
for 1980 as against 92 per 


' lor the pievio^ 

year. 

According to preliminary 
figures, the company’s sales 
have amounted to Rs 59.02 
crores as against Rs 48.63 
crores in the previous year. 
After providing Rs 13.37 lakh 
(Rs 12.35 lakh) for depreciation, 
the profit before tax comes to 
Rs 11.72 crores compared to 
the previous year’s Rs 11.83 
crores. 

After setting aside Rs 8.66 
crores (Rs 9.04 crores) for the 
tax liability, the profit after 
tax amounts to Rs 3.06 crores 
as against Rs 9.04 crores in 
1979. Out of this, the two 
interim dividend absorb Rs 
178.82 lakh (Rs 170.95 lakh). 
The proposed final dividend 
will require Rs 19.65 lakh 
(Rs 9.83 lakh). A sum of 
Rs 107.75 lakh (Rs 97.56 lakh) 
is being ploughed back to 
general reserve. 

NELCO 

The National Radio and 
Electronics Company Ltd, a 
Tata organisation, has intro¬ 
duced a powerful mini compu¬ 
ter system w'ith multiuser, 
multiple jobs and on-line 
capabilities. 

This is the latest and mo.st 
modern computer sy.slem, (the 
NEI.CO System 5,0(X)) and 
can support up to one megabyte 
of system memory, over 1,(X)0 
megabytes of online memory 
on hard disks, 64 terminals and 
multiple printers and magnetic 
tape drives. It can handle 
mullip’c jobs concurrently. 

Currently, NELCO has an 
cjrdcr book for over Rs 63 
lakh for its computer systems. 
Its manufacturing facilities arc 
also being expanded to cater 
to the increased demand for 
its products. 

CAFI 

Chemicals and Fibres of 
India (CAFJ), has reported a 
trading loss of Rs 53 lakh for 
the first six months of .the cur¬ 
rent year (October to March 
last) as aginst a groi.ss profit 
shown in the corresponding 
period last year. This outcome 
follows higher total sales of 
Rs 22.38 crores (Rs 18.06 
crores). 

After depreciation of Rs 60 
lakh (Rs 55 lakhs) and with no 


is a net loss of Rs 113 
compared to the net 
of Rs 25 lakh during thel 
period last year. 

The Directors say that, 
return on net worth has 
steadily declining as a result ^ 
a combination of adverse i 
ciimstanccs such as intpii^ 
under OGL, heavy excise dti 
ties, manufacture by mills ijf 
fabrics containing only 15 ^ 
wnt polyc.stcr and increaa 
in prices of inputs. 



PEICO Electronics 


Operations of Pcico £le<$w 
ironies and Electricals 
during the year were charactl)ri^ 
sed by increasing costs of raW 
materials and finished go^$^ 
wages and other .services as well 
as shortage of power and dk# 
lurbed industrial relations 111 
some units. This adversely 
alTected the volume as well a$ 
the cost of production. Though* 
in general, the volume of sales 
was lower, because of improve¬ 
ment in prtxiuct mix and the 
increase in selling pricc.s consCf 
quent to increase in costs 
the sales increased by 16.4 pei 
centduring l98()to Rs 1199 mn 
The profit for the year be 
fore tax w'as Rs 155.5 milliQr 
(mn) compared to Rs 137.4 
in 1979. Provision for tax wsii 
Rs 98.0 mn as against Rs 
mn Iasi year leaving a profl 
after tax of Rs 57.5 mn whtcl 
was Rs 43.4 mn in 1979. Al 
amount of Rs 6.0 mn has 
transferred to the investnuc^ 
allowance reserve. Rs 1.8 iS 
have been released from w 
development rebate reserS 
which is no longer statutorii 
required and an amount J 
Rs 3.0 mn has been rcleaisS 
from the debenture redempt^ 
reserve. Rs 24.3 mn have bem 
transferred to the general^ 
serve. 704,(K)0 equity shldii 
of Rs 10 each were issued at(! 
premium of Rs 4.00 per shid 
to the financial institutions mt 
agreed to subscribe to the iipj 
of Rs 80 mn debentut^ 
N.V. Philips’ Gloeilampd 
fabrieken offered 724,600 shai? 
to the above financial insi 
tutions at Rs 14.00 per shAi 
which have been taken up b 
them. The entire scheme i 
dilution of non-resident intere 
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UDder the Foreign Exchange wise higher. The financial rc- 
Regulation Act has accordingly quirements of the company are 
been completed with the share likely to increase for main- 
of N.V. Philips* Gloeilampen- taining normal stock level in 
fabrieken being reduced below the context of the current 
, 40 per cent from April 28, 1980. inflationary situation. The 
The issue of 11 percent 1988- company has also invcslmenl 
1992, Rs 80 mn debentures plans relating lo expansion, 
.made in 1980 helped in re- modcIni^ation and replacc- 
ducing the inteiest charpes ment schemes. The Directors 
which would have been ether- will continue to take appro- 

■i.i. ----- 

I FORM-IIA 

I (See Rule 4A(I)) 

' J. K. SYNTH FTICS LTD. 

i NOTICE 


i It is hereby notified for the information of the public that 
^J.K. Synthetics l.imitCvl proposes to make an application lo 
Ijthc Central Government in the Department of CompanyAffairs, 
tINcw Delhi, under sub-section (2) of Section 22 of the Mono- 
polies and Restrictive Trade Practices Act, 1969, for approval 
d for the establishment of a new undei taking for the production, 
i supply, distribution or control of Dimcthyltcrephthalatc (DMT) 
!i] with an installed capacity of 75,(’()0 Tonn-'s per annum. Other 
particulars of the proposed new ujulcrtaking arc ar under : 

1 ^ (i) Name of the proposed The new' undertaking proposed 
undertaking will be a division of .I.K. 

1 / Synthetics Limited. 

? (ii) Nanic(s) of person(s) or J.K. SYNTHF.TICST IMITFD 
” authority/authoritics Kamla Tower, Kanpur 


” authority/authoritics 

proposing to establish 
^ the new iindcrtakine. 

^ Where it is a body cor- 

poralc, furnish details 
of its management struc- 
" lure together with tlu>se 

of the proposed iindcr- 

taking. 

»r 

Jl(iii) Capital structure of the 
at applicant person or 

> i authority and of the 

^ proposed undertaking. 


J.K. SYNTHFTICSl IMITFD 
Kamla Tower, Kanpur 
(a public limited company 
managed by the Managing 
Director), subject to superin¬ 
tendence and control of the 
Board of Directors 


AUTHORISED: 
EQUITY SHARES 

.?50000(X) t)f 
Rs. 10/- each 

PREFERENCE 

SliARES 

100000 ofRs. KXV- 
cach (9.5::;, Cum. 
Red. Pref. Shares) 

300000 of Rs. 100/- 
each dl",; (Tim. 
Red. Pref. Shares) 

10000 of Rs. 100/- 
each (9.1", Cum. 
Red. Pref. Shares) 

90000 of Rs. 100/- 
each Unclassified 
Shares. 


Rs. 

2.S00O()0()O 


10000000 


30000000 


IO(K)000 


9000000 


300000000 


; BAsranN BooNomsrr 


priatc steps to meet these subject to tax, will make a total 
requirements by internal re- gross distribution of Rs 32.0 mn 
sources as well as by borrow- as compared to Rs 28,0 mn for 
ings. last year. 

The Directors have recom- The demand for lamps as 
mended a final dividend of well as luminaires continued to 
Rupee one per share, subject increase, particularly for lamps 
tax, for the year 1980. The for special applications such 
final dividend, if approved, as street lighting and lighting 
together with the interim divi- of industrial and commercial 
dend of Rs 0.80 per share, areas. The increased demand 


ISSUED SUBSCRIBED 
AND PAID UP: 

EQUITY SHARES Rs. 
150660000 of 150660000 
Rs. 10/- cnch. 

PREFERENCE 

SHARES 

75000 of Rs. 100/- 7500000 

each (9.5% Cum. 

Red. Pref. Shares) 

100000 of Rs. 100/- 10000000 

each (11 Cum. 

Red. Pref. Shares) 

10000 of Rs. 100/- 1000000 

each (9.1 C^um. 

Red. Pref. Shares) 

16916000a 

_ ___ / 

(iv) Proposed location of the (i) Seelampur (U.P.) 
Undertaking 

(v) Brief outline of the cost 
of the project, the scheme 
and the source of finance: 

(a) Estimated capital invest¬ 
ment on the proposed pro¬ 
ject : 

Rs. 55.05 Crores towards 
land, building, plant and 
machinery. 

(b) Source of finance: 

This will be met through 
Rupee loans from financial 
institutions/issue of deben¬ 
tures etc. and foreign ex- , 
change loans from Inter-"'^ 
national Agencies / Euro- 
Dollar Market/Suppliers' 
credit. 

2. Any person interested in the matter may make a re¬ 
presentation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, New Delhi, within 14 
days from the date of publication of this notice, intimating his 
views on the proposal and indicating the nature of his interest 
therein. 

f'or J. K. Synthetics Ltd., 

R.S. BAJPAI 
SECRETARY 

Registered Office: 

Kamla Tower, Kanpur (U.P.) 

Dated the 6th May, 1981. 

. MAY 22, 1981 
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for the company's products 
could not be fully met because 
g£ the shortfalls in production 
■ulting from power cuts du- 
the early part of the year. 

Jay Shree Tea 

The Directors of Jay Shree 
Tea and Industries have recom¬ 
mended a dividend of 16 per 
cent on the enlarged capital 
for the year ended March 31, 
1981, as against 20 per cent 
for the previous year. 

The company has reported 
■fetter working results with 
sales rising to Rs 4,109.55 
lakhs from Rs 3,544.45 lakhs 
and the gross profit to Rs 
731.86 lakhs from Rs 584.64 
lakhs. 

After providing Rs 267,84 
lakhs (Rs 144.90 lakhs) for 
depreciation, Rs 62 lakhs 
(Rs 236 lakhs) for taxation, 
RsJ.ll lakh (Rs 0.37 lakh) 
for development allowance re¬ 
serve and Rs 206.68 lakhs 
(Rs 18 lakhs) for investment 
|»)iowancc reserve, the net pro¬ 
fit comes to Rs 194.23 lakhs 
(Rs 185.36 lakhs). The pro¬ 
posed dividend will absorb Rs 
65.60 lakhs (Rs 54.67 lakhs), 
A sum of Rs 128.63 lakhs 
(Rs 130.69 lakhs) has been 
transferred to general reserve. 

The shipping unit has 
acquired two more ships of 
53.355 DWT, bringing the total 
tonnage of four ships to 85,311 
DWT. The company has 
received sanction for purchas¬ 
ing one more ship and this 
will be acquired shortly. 

Both sulphuric acid and 
superphosphate plants are 
►being overhauled for belter 
performance. 

Union Bank of India 

The year 1980 witnc.ssed 
Union Bank of India's all¬ 
round progress in the spheres 
of branch expansion, deposit 
mobilisation and credit dep¬ 
loyment. As of end 1980, 
bank's deposit-base enlarged 
to Rs 1437 crores from Rs 
1206 crores. registering a 
growth of 19.2 per cent, as 
against an increase of 18.6 
^er cent in the preceding 
year. 

During the year 1980, the 


bank opened 54 branches tak¬ 
ing the total number of 
branches from 1117 as of 
end-1979 to 1171 as of end- 
1980. The rural bias continued 
to dominate the branch ex¬ 
pansion policy, as evident from 
opening of 42 branches in 
rural areas out of 54 branches 
opened during the year. The 
bank’s credit portfolio in¬ 
creased from Rs 714 crores 
as of end-1979 to Rs 797 
crores as of end-1980, record¬ 
ing a gre vvlh of Rs 83 croics 
or 11.7 per cent. 

The bank entered the inter¬ 
national arena for the first 
lime by selling up a deposit- 
taking company- The IBU 
International Finance Limited 
- at Hong Kong in equal 
participation with two other 
natiojialised banks, in October 

1980. The bank also finalised 
preliminary arrangements ft^r 
opening of its first ovcr.seas 
branch at London during the 
year 1980, Which started 
functioning since Februajy 16, 

1981. 

Priority Sector Lending 

The bank continued its 
active support for development 
of the priority seder, such 
as, agriculture, SSI, transport 
operators, retail trade, sclf- 
employeas, etc. The tc.tal 
credit to this sector increased 
from Rs 238 crores to Rs 279 
crores, i.c., an increase of 
Rs 41 crores or 17 per cent. 
Consequently, the share of 
priority sector credit in net 
bank credit imprtwed from 
33.4 per cent in 1979 to 35.5 
per cent as of end-1980. The 
number of borrowal accounts 
under priority .sector also 
showed a smart rise from 3.89 
lakhs to 4.28 lakhs. Of the 
total priority sector credit, 
agricultural advances at 
Rs 122crores constituted over 
43 per cent, as of end-1980. 
Within the agricultural credit, 
small and marginal farmcis 
accounted for over 65 per 
cent of direct borrowal 
accounts and 31 per cent of 
the direct agricultural ad¬ 
vances. 

Likewise, advances to small- 
scale industries increased by 
Rs 17 crores or 19.7 per cent 


to reach the level of Its 107 
crores by end-1980. Advances 
tc other priority sectors also 
showed a rise from Rs 43 
crores to over Rs 50 crores. 
Under the Differential Interest 
Rates (DIR) Scheme, bank’s 
advances stood at Rs 7.84 
crores, covering nearly 98,000 
borrowal accounts, consti¬ 
tuting 1,1 per cent of its total 
advances a year age. Over 
42 per cent of the advances 
under the .scheme, have gone 
for the benefit of Scheduled 
Casles/Schcdulcd Tribes. The 
bank continues to be one of 
the leading export financing 
banks. Its export credit at 
Rs 81 crores accomilcd for 
over JO per cent of its net 
bank credit as of end-1980. 
Nearly 43 per cent i/f bank's 
export credit has gone for 
financing non-lraditional items 
of exports. 

State Bank of Patiala 

The aggregate deposits of 
Slate Bank of Patiala increased 
from Rs 273,92 crores at the 
end of 1979 to Rs 356.10 crores 
at the end of 1980 thereby 
achieving a record growth of 
30 per cent and total advances 
went up by Rs 26.26 crores 
to Rs 233.73 crores during 
1980 Advances to priority 
sectors increased by 14.62 per 
cent from Rs 96.88 crores to 
Rs 111.04 crores and formed 
47.51 per cent of the total 
advances of the bank compared 
to 46.70 per cent at the end of 
1979. Agricultural advances 
went up from Rs 52.47 crores 
to Rs 65.25 crores benefiting 
101,071 farmers of which 
52,775 (52.2 per cent) had land 
holdings of less than two hec¬ 
tares. The bank had launched 
260 schemes and disbursed 
loans aggregating Rs 42.43 
crores under the ARDC Pro¬ 
grammes uptil the end of 1980. 

Advances to small scale and 
village industries siood at 
Rs 33.89 crores and consti¬ 
tuted 14.54 per cent of the 
bank's total advances. Units 
enjoying limits below Rs 2 
lakhs accounted for 90 per cent 
of the borrowers. The consul¬ 
tancy cell at the head office 
completed surveys of 65 sick 
units involving loans «'iggrc- 


gating Rs 104.83 lakhs aiuf 
nursing programmes have be^ 
undertaken in the case of A 
such units with the objectivfef' 
of making them economical]^ 
viable once again. Loans to 
small business sector stood 
at Rs 11.90 crores as against 
Rs 10.26 crores at the end of 
1979 reflecting a growth of 
15.98 per cent and providing 
credit a.s.sistance to 17,890 
units. 

The bank had extended 
financial assistance to the ex« 
tent of Rs 121.61 lakhs bene*- 
fiting 2,912 persons in the States 
of Punjab, Haryana and 
Himachal Pradesh under the 
Stale Bank Gramodaya Pro¬ 
ject to ameliorate the lot of the 
weakest among the weaker 
sections of society. 

Loans were granted to the 
tune of Rs 47.94 crores for the 
development of backward dis¬ 
tricts in Punjab, Haryana and 
Himachal Pradesh upto the 
end of 1980. Export finance 
went up by Rs 3.96 crores to 
Rs 10.17 crores, showing, an 
increase of 63.7 per cent. 

The bank cipened a record 
number of 40 branches, inclu¬ 
ding one at Ahmcdabad, and 
the branch network stood at 
365 at the end of 1980, 70.41 
per cent of the branch being 
located in rural and semi- 
urban areas. The bank also 
had 32 extension counters a] 
the end of 1980. I 

Asiatic Oxygen Ltd 

Asiatic Oxygen Limited, hat 
shown a steady improvemcn 
in performance during the las 
five years. The company hai 
established 10 factories anc 
24 marketing centres and i 
conslantly engaged in rcsearcl 
and development. The com 
pany also renders technida 
assistance to organisations il 
neighbouring countries. Th 
product mix of the compan; 
includes acetylene plants 
oxygen, nitrogen,dissolved aoe 
tylcne, LPG and other speciaUl 
gases, arc welding and gll 
welding equipment and ai 
ccssories, Lox Cartridges, an 
allied products. 

Sales for the year 1979-8 
increased to Rs 6.92 crorei 
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irding an increase of 16 per 
t. However, due to acute 
^l^kortage of power in the coun- 
production and volumetric 
Wles could only be maintained. 

Directors of tnc company 
.fSecommend increased dividend 
[iiif 11 per cent for 1979-80 
W against 10 per cent paid for 

_ 6 previous year. This, how- 

is subject to the approval 
y^the Central Government u/s 
'^^1) (c) of the Companies 
956, for which requisite 
Iqpplication has been submit- 
‘ted. Proposed dividend for 
il979-80 is Rs 17.14 lakhs, 
^otal capital expenditure in- 
Jiairred during the year was 
I'Hs 160.55 lakhs, helping boost 
company’s gross block to 
JSU 9.29 crores. Gross profit 
rillacreased by 26 per cent to 
tjRs 93.54 lakhs, inspitc of the 
hi jextcrnal constraints like power 
dl^ortage and intermittent 
Icitransport dislocation. 

S' Expansion and diversification 
t)f the company is as under: ( 1 ) 
Licences for recovery of nitro- 
^ *gen at Madras and Durgapur 
Qihave been satisfactorily im¬ 
plemented, (2) Oxygen plant at 
J rhiruchirapalli is awaiting com- 
K missioning on receipt of power 
^:onnection, (3) Industrial gases 
project at Howrah is progres- 
y dng satisfactorily. (4) The 
0 X>mpany expects to finalise 
mport of a suitable plant to 
'mplcment the letter of intent 
3 for manufacture of argon and 
, other jgascs at Ranipet 
;j^n Tamil Nadu. 

Lai 

9'Ouniop India 

The Directors of Dunlop 
have recommended a final 
®*'iilvidend of rupee one. The 
®^;Qtal dividend for 1980 thus 
^tomes to Rs 1.50 (Rs 2 in 1979), 
Siwth a 50p interim dividend 
trounced and paid during the 
Depreciation and interest 
accounts for Rs 3.57 crorcs and 
5.07 crorcs respectively and 
^®'the profit before taxation is 
3.28 crorcs. The increase 
of five per cent per 
®t iniium in short-term borrow- 
ng rates and a further 
* J .'evision of nearly 1.5 per cent , 
increased borrowings and 
sdigher use of supplier credits 
^ 9*0 finance additional operating 
arc well reflected in the 
rise in the interest char¬ 


ge^ Rs 1.94 crores more than 
paid in 1979, the overall pro¬ 
duction volume has risen by 
two per cent, despite a worse 
power supply position. The 
overall sales turnover has im¬ 
proved by 14 per cent mainly 
due to a better product mix 
and selling price increases. 
Exports arc worth Rs 9.80 
crores despite an unfavourable 
international trading situation. 
A sum of rupees seven crores is 
spent on modernisation and 
expansion at Sahaganj. The 
company is hopeful that its 
position will improve progres¬ 
sively during 1981. 

Cable Corporation of India 

A cable contract for the 
supply of 711 kms of cables 
worth rupees three crorcs was 
awarded to Cable Corporation 
of India (CCI) for the first 500 
KW Thermal Power Plant in 
India being put up atTrombay by 
the House of Tatas. CCI bagged 
this contract in the face of 
stiff international competition 
including Japanese bids. CCI 
in winning this contract, sa¬ 
tisfied strict quality standards 
laid down by the World Bank 
which is financing part of the 
project. 

Mangalore Chemicals 

Mangalore Chemicals and 
Fertilisers’ plans for diversi¬ 
fication of its line of production 
are proceeding satisfactorily, 
Steps are being taken for the 
installation of the ammo¬ 
nium bicarbonate plant for 
which the approval of the 
financial institutions and the 
import licence for capital equip¬ 
ment have been obtained. 

In respect of the nitric acid 
complex, steps have been ini¬ 
tiated to idently the scope 
of the project, obtain Govern¬ 
ment clearances and to tie 
up financial arrangements. The 
company’s application for a 
letter of intent for manu¬ 
facture of DAP/NPK formu¬ 
lation is with the Central 
Government. 

Parts of the additional 
auxiliary boiler ordered with a 
view to increasing the overall 
availability of the plant have 
started .arriving at the site 
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and erection work has aW 
commenced. 

In order to achieve optimum 
efficiency and higher sustained 
production, the management 
has initiated studies to over¬ 
come bottle-necks and to 
strengthen the required areas 
with a view to achieving an im¬ 
provement. 

Modi Rubber 

Modi Rubber has planned a 
programme for capacity ex¬ 
pansion. It expects to receive 
soon a ‘letter of intent’ for 
manufacture of 400,000 tyres 
for scooters and motorcycles. 
It has already got ‘letters of 
intent’ for 200,000 automobile 
tyres, 125,000 tractor and 
animal-drawn vehicle tyres, 
30,000 oft‘-the-road tyres and 
20,000 aircraft tyres. 

Giving this information to 
newsmen in Bombay, Mr B.K. 
Modi, Managing Director, has 
stated that the company has 
applied for regularisation of 
its existing capacity of 950,000 
tyres and tubes per annum. 
The licensed capacity is four 
lakh tyres and tubes. By 
installing balancing equipment 
the company will be able to 
achieve production of another 
300,000 tyres per annum. 

Mr Modi said the total in¬ 
vestment needed for the ex¬ 
pansion programme is about 
Rs 20 crorcs. Additional pro¬ 
duction from the expanded 
capacity will be available from 
July, 1981 onwards. The cx- 
] pansion is likely to be com¬ 
pleted by the end of 1982 
taking the company’s turnover 
to around Rs 3(j0 crores as 
again.st Rs 167 crores in 
1979-80. 

Mr Modi has stated that 
demand for the truck/bus tyres 
in the country is increasing at 
a fast rate. Vehicle manufac¬ 
turers like TELCO and Ashok 
Leyland have already been 
allowed expansion and their 
capacity is likely to be doubled 
in the next four years. Besides, 
new vehicle manufacturers are 
also likely to start production 
shortly. 

Modi Rubber has contempla¬ 
ted manufacture of 400,000 
all steel radial truck tyres per 


amniin iul tetdmicitl cdtlafH)- 
ration with Continental of 
West Germany. The estimated 
cost of the project is Rs 50 
crores. The company is also 
considering proposals to take 
up tyre manufacturing in 
Ghana and Kenya. The com¬ 
pany has entered into an agree¬ 
ment for the purchase of con¬ 
trolling shares of Bombay, 
Tyre International (Firestone) 
and has applied to the Govern¬ 
ment for approval. 


Shreenivas Cotton 

Shreeniwas Cotton Mills has 
reported a gross profit of 
Rs 1.41 crore for 1980 against 
Rs 1.57 crore in the previous 
year despite higher sales of 
Rs 32.50 crores against 
Rs 30.55 crores. The company 
has been able to wipe off 
the accumulated losses of 
Rs 45.74 lakh. The Directors 
have not recommended any 
dividend. 

After providing Rs 95.52/ 
lakh (Rs 53.38 lakh) for de¬ 
preciation and Rs 46 lakh 
(nil) for bonus for 1980 and 
after making certain write¬ 
backs and adjustments, Rs 5.25 
lakh has been transferred to 
development rebate reserve, 
Rs 7.55 lakh to investment al¬ 
lowances reserve and Rs 15.20 
lakh to general reserve. 


Otis Elevator 

Mr Keshub Mahindra, Chair¬ 
man of Otis Elevator Company 
(India), has told shareholders 
at the annual general meetings 
in Bombay that the company 
has secured new orders worth 
Rs 12 crores in the first five 
months of the current year as 
against Rs 6 crores in the 
same period last year. Orders 
on hand amount to Rs 34 crores 
against Rs 28 crores a year 
ago. 

He has stated that the com¬ 
pany is going ahead with its 
Rs 3.2 crores modernisation 
programme, which is being 
financed by a foreign exchange 
loan of Rs 40 lakh and internal 
resources. The programme is 
expected to be completed by 
the end of this year. 
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“Thh U/eek 


May 20 

The Israeli Cabinet gave its ga ahead 
to US eflbrls for a “peaceful solution,’’ 
to the Syrian missiles crisis. 

May 21 

lb Irish Republican Army nationalist 
Raymond McCreesh died on the 61st 
day of a hunger strike, following two 
copirades to death in a so-far vain 
attempt to pressure Britain into granting 
IRA prisoners political status. 

The week-long conrerence of the 
Group of 77 concluded in Caracas on a 
note of optimism over a series of guide¬ 
lines approved for boosting economic 
cooperation among developing nations. 

The Punjab Government within hours 
of fixing a ceiling of 200 quintals on 
^ the stocks held by private triers seized 
10,000 tonnes of wheat. 


May 22 

The International Development Asso¬ 
ciation announced a credit of Si25 
million to India for the construction 
of godowns (storage and office facilities) 
and cold storage units in nine States. 

India and Zimbabwe signed the first- 
ever agreement for expansion of trade, 
economic and technical coopeiation and 
for promoting cultural relations. 

May 23 

A group of demonstrators shouting 
anti-Tndia slogans attacked the Indian 
Airlines office in Dacca. 

The European Economic Community 
has further extended the quantitative 
restriction on imports of certain popular 
ready-made garments from India to two 
of its membcr-States—France and Italy. 


May 24 

The Border Security Force has heal 
alerted ail along the 2300 knj TffM I 
Bengal border with Bangladesh in view | 
of the growing incidence of “infiltration” . 
into the State. 

The Union Government proposed that 

all “unauthorised” entrants into Assam 
between 1961 and 1971 could be moved 
out of the State in order to solve the 
“foreign nationals” problem. 


May 25 

President Jaime Roldos Aguilera of 
Ecuador was killed in an airplane acci* 
dent. 


Leaders of six oil producing Gulf 

States began a summit meeting seeking 
to link their countries in a strategic and 
economic axis designed to safeguard the 
security and stability in the vital region. 

The Prime Minister, Mrs Indira 

Gandhi, described family planning as a 
basic postulate of national policy. 

A large number of Bharatiya Janata 

Parly workers, led by their President, Mr 
A.B. Vajpayee, courted arrest as apart 
of the week-long agitation launched by 
the Delhi BJP lo protest against the post-* 
ponenient of elections in Delhi and 


rising prices. 

j 

Two former members of Polish Govem*! 
ment, former Foreign Trade Minister, 
Mr Zerzy Olszewski, and former Building 
Minister, Mr Edward Barszoz, commit* 
ted suicide. 

May 26 

Mr Y.B. Chavan quit the Congresa(U) 
in preparation for joining the Con^ 
grcss(l) in what he had described at 
“homecoming”. ; 

India has extended a loan of Rs Itl 

crores to Vietnam for the purchase of 
Indian textiles for manufacturing gar« 
ments, according to an agreement signedj 
in New Delhi. 

The Reserve Bank of India has tight* 
ened its credit norms for the slack teasQf 
further by raising the scheduled cornmni^ 
cial banks’ cash reserve ratio by one per 
cent and the rates for discretionary 
refinance and bills rediscounting by three 
per cent. 
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The Procurement Crisis 


jjlTHn MisciivjNds expressed by this journal about the attainability 
this year's ^>.5 million tonnes whi.at procuieniLiit target have 
l|riot proved to be misplaced. Only a little over 4.6 million ton¬ 
ifies had been procured upto May 23, by when d ily market 
l^rrivals had dwindled to just about 1.57 lakh tonnes, suggesting 
ji«that the peak procurement period would soon be over. Com- 
libarcd to the experience of the last two rabi marketing seasons, 
Ji|thc procurement duiing the cunent season has been significantly 
lower—slightly over 4.9 million tonnes had been purchased upto 
lj|May 23 last year and approximately 5.4 million tonnes in the 
|;|)reviou.s year. I'ossibly, due to the reported delayed market 
[t%rrivals and the steps taken in Punjab and Haryana following 
[‘^e Pi ime Minister's recent visit to Chandigarh for impressing 
'Won the two State Governments the need for mopping up as 
0 arge quanliiics of wheal as possible, prt ciircmcnt during the 
I S|»suing days upto June-end may be somewhat larger than 5.5 
\ dallHon tonnes in the last year. But it is highly improbable that 
I the 1979 peak saison’s procurement level of approximately 7.7 
jl^jlhillion tonnes will be accomplished. Against an aggregate pro- 
ij|5Urenient of 5.852 million tonnes last year and the record pro- 
)|:tiremcnt of eight million tonnes in the prcvioui year, this year 
rilwheatprocurement may not exceed seven million tonnes. This 
VHcspitc the assessment that the current crop has been somewhat 
I TCtlcr than the hitherto record P>79 Iiarvcst of 35.51 million 
{Jionnes. 

t . Why have the procuicmcnl plans gone awry, notwiihstand- 
i,' jng the hike of Rs 13 in the procurement price to Rs 130 per 
. .quintal? The academicians in the Union Ministry of Agriculture 
'’had pitched this year’s target to 9.5 million tonnes on llic ex- 
:^;jpectation that since the current crop was estimated to he larger 
the 1979 harvest, the agriculturists w'ould rush to unload 
at the “attractive” price offered. They completely ignored 


the fact that the record procurement of eight million tonnes in 
1979-80 had followed increased wheat outputs for three years 
in succession and that too at a time when the stock with the 
Central Govcinmciit had been boosted to a very comfortable 
level through massive imports. The pricelinc loo had stabilised 
by then: there was no expectation of spurt in prices in the lean 
season. In conliast, not only inflation continues in two digits 
currently, this year’s harvest (perhaps*) will exceed the 1978-79 
crop after a significant decline to 31.56 million tonnes last 
year. The severe drought of 1979-80 had not only told 
upon the central stock heavily, but also depicted the trade 
channels. 

To cap it, arbitrary procurement targets were set for various 
States, w'ithout realising that infrastructuie was grossly lacking in 
some States. Punjab and Haryana were asked to procure 4.7 and 
1.7 million tonnes respectively, even though they had agreed to 
collect only 4.5 and 1.4 million tonnes and that too if the pro¬ 
curement price was fixed higher around Rs 143 per quintal. 
The procuiement by them out of the record 1978-79 crop had 
been around 4.2 and 1.39 million tonnes. More serious was the 
lapse in fixing the targets for Uttar Piadesh (2.5 million ton¬ 
nes), Mudh)a Pri desh (2 lakh tonnes), Bihar (1.5 lakh tonnes). 
Gujaiat (one lakh tonnes), and Maharashtra (50,000 tonnes). 
Whereas the target for UP was set about six lakh tonnes higher 
than the record procurement by it in 19”/9-80, those for MP and 
Bihar were put at about 100 per cent more. The procurement 
in the latter two States last year was just a few thousand tonnes 
and in UP not more than 6.23 lakh tonnes. Rajasthan’s target, 
of coiir.se, was set judiciously in consideration of the sowing 
conditions there even though this State had procured over three 
lakh tonnes in 1979-80. While the pace of procurement in UP 
has been somewhat belter than in the last year, the other States, 
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bsSra trartlog significantly 
Bihar and Gujarat have 


including Punjab and Haryana, have 
behind their last year's performance. 

t ed very badly. 

The anxiety of the trade to replenish its pipeline, the entry 
Tamil Nadu and Maharashtra for purchases in Punjab and 
Haryana at the very outset of the current marketing season, the 
tendency on the part of the richer farmers having holding capa¬ 
city to restrict their sales in expectation of higher prices in the 
open market in the lean season, upsets caused to crop estimates 
(even though marginal) by untimely rains and hailstorm in 
some producing areas and the morc-than-expected impact of 
the “Karnal bunt'’ disease in Punjab arc the more important 
reasons for the uncommensuratc(in terms of the target) procure¬ 
ment so far. Inept handling of the situation by the Government 
R another crucial factor. Having pitched the target 1.5 million 
tonnes higher than the record procurement in !979-80, it failed 
to take measures to curb purchases, .stocking and movcmtnt on 
trade account in the initial stages which could have helped 
procurement on Government account. These measures have 
been taken in Punj ib and Haryana after the Prime Minister's 
visit and that loo in a totally arbitiary manner which can be 
successfully contested in courts. Perhaps the anxiety of State 
politicians to benefit farmers or their supporters in the trading 


community prevented them from making an alf-out effort S 
procurement. They have now tried to lock the stable wIim' 
the horse has already bolted. .5 

The procuiement shortfall of 2.5 million tonnes will preve^ 
the replenishment of the stock with the Government to a com^ 
foriabic level. But the situation need not be considered alarmingl 
On April 1, 10 million tonnes were in hand—6.25 miIlioDtl 
tonnes of rice and 3.75 million tonnes of wheal. Allowing fo^i 
the relcase.s at (he rate of about a million tonnes per month^) 
the stock on July I should aggiegatc to about 14 million tonnes/ 
—rice 4.5 million tonnes, wheal 9.4 million tonnes. If the inon^" 
soons bLhavc this >Chr, this stock should sufticc, although wheat!; 
prices in the open market m.iy somcwl at harden further. Prea-i? 
sure cn wheat should go down considerably if the output p^t 
coarse grains improves following good rains. Relow-normaf^ 
rainfall indisputably wmII necessitate wheat imports to maintain;! 
a reasonable ricc-wheat balance in the sto k. A close watch pn' 
the situation w ill be iieccssaiy. Ruling out ('f wheat imports on 
considei at ions of prcNlige can prove suicidal This w’ill be no 
aspersion on our having alta-ncd sclf sulfcicncy in food. After 
all, rice is being cxpculed and a loan of about tlircc lakh tonnes ' 
of wheat cxlcndctl to ViLtnam in 1979 is yet to be leceivcd 
buck. All options, therefore must be kept open. 


Kia-ur-Rahman: Between Scylla and Cliarybdis 


Can an island compete with the daughter of a martyred hero ? 
Mr Zia-ur-Rahnian seems to think sr). fhis explains the coinci¬ 
dence of Mrs Hasina Wajed's triumphant return to Bangla Desli 
and all the bally-hoo about a miseiablc little lump of mud in 
the Bay of Bengal known variously as New Mooic Island, Pur- 
vasha and South Talpatty. Reports suggest that Mrs Wajed is 
extremely popular in Bangla Desh. She was welcomed by 
thousands of supporters in the middle of the night in torrential 
rain, so much so that the tarmac had to be cleared by the police 
to enable the aircraft to land. Mr Rahman obviously docs not 
relish the prospect of such a popular rival. So, as a means of 
diverting attention and hopefully rallying support, what beiiei 
than to start a fusillade of anti-Indian rhetoric? 

^ That answers the question of ‘why now’ but not the more 
important one of ‘why at all*. The blame lies, to some extent, at 
India’s doors. Theoretically, there is nothing to prevent a coun¬ 
try from laying claim to territory. In piacticc, the existence i>f 
recognised boundaries prevents this from being an everyday 
affair (except when the agreement itself is in dispute). The 
sensible thing to do, therefore, is to arrive at agreements regard¬ 
ing boundaries. This, or more properly the absence of this, is 
at the root of the dispute. India has not ratified the 1974 
border agreement. Bangla Desh has. Had India too done so, 
the problem may not have risen, or even if it had, India would 
have been on surer ground (such as it is on New Moore). 

^ The episode must be viewed in the perspective of Bangla Desh 
politics. Till now, Mr Rahman was secure in his position. But 
Mrs Wajed’s advent (even without the kind of support she 
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enjoys) was always a potential threat. Now it is a very real one 
because she will !h* able to pull together (he various splinters of! 
the Aw.imi I cague to form a cohesive and credible oppositionr ^ 

Mr Rahman clearly has a problem. If he tries to imprison; 
and shoot her, he may invite India's inlci vention. If he lets hdr, 
go her way, he may—and probably will—lose the next elections.^ 
His best bet therefore would appear to be to let her go but hit! 
way; which is of continuing to paint her and her close associates’ 
as Indian stooges. (By allowing them to visit her in India ihl: 
the first place, this is wJiat he had sought to do). 

I here remains the question of the liming of her retur^iS 
dc.spitc Mr Wajed's wishes to the contrary, in part it is due td; 
the elections w'hich are closer now than they were a year or twlpi 
ago. And in part it is because she probably feels safer noVif: 
than she did a year or two ago. The latter has something to 
with Mrs Gandhi who has nevLM forgiven Mr Mujib*u^ 
Rahman’s assassination, whom she legaided as a friend. No<| 
has Mrs Gandhi overlooked Mr Zia ur-Rahman's consistenij 
anti-Indian stance and propaganda. He may like to deny it btti 
the fiict remains that Bangla Desh became “possible" only witi| 
massive Indian ‘ help". 

All this is generally undersbHHl. Thcrefoic, it is all the moii| 
difiicuil to comprehend South Block's h ud protestations ovoji 
the so-called gun-boat incident. Wh>uld it not have been 
together more dignified to have let Mr Rahman know' what^i 
what quietly instead of going off the deep end? One positive 
thing may emerge out of all this, though it might prompt 
India to gel on with the ratification of the 1974 agreement. 
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K.D. Malaviya, who died this week, 
was one of the last stalwarts of the 
Nehnivian era Of course, he had long 
ceased to be Nchruvian in outlook. Years 
of active participation in Parliamentary 
democracy had made him openly con¬ 
temptuous of the system. He saw that 
the system, as it actually worked in India, 
simply did not represent the will ('•f the 
people, and gave ample scope for all 
sorts of interests to subvert professed 
aims and policies. Starting from Nehru- 
vian ideas of liberalism, he ended up with 
the conviction that India had to be ruled 
firmly with a “danda'\ Thus it was that 
he welcomed the Emergency. He sobered 
; down after the people gave their \erdict 
; on the Emergency in the 1977 election, 
but still could not bring himself to return 
to Nebruvian principles. “Parliamentary 
democracy—all bullshit” was the contemp¬ 
tuous remark he made when i met him 
; last. But for ail his loud words and 
I chest-beating, he never carried the 
slightest conviction as a dictator, either 
with Sanjay Gandhi or with me. He was 
too obviously civili.scd and humane to 
ever form part of the Sanjay goon squad. 
At heart he remained a Fabian socialist, 
and his Nchruvian training could never 
be eradicated by his disillusionment with 
democracy. 

; During the Emergency, he came after 
'me with a danda. He was infuiiated 
fwith a piece of news 1 wrote in The 
Times of India. The news was that the 
ONOC was negotiating to buy a 25 per cent 
share in the offshore oil exploration con¬ 
tract given to the Carlsbcrg group, which 
was looking for oil in the Bengal Basin. 
Mr Malaviya was under the (erroneous) 
impression that the leakage of the news 
would imperil the deal, and put on his 
Great Dictator act. The Principal 
Jlitformation Officer was despatched to 
Jlhe Times of India to tell the editor that 
I must be taken off the Petroleum Minis¬ 


try beat immediately, or else my press 
accreditation would be cancelled. 

It was not easy in the Emergency to 
go against the official diktat. But various 
people interceded on my behalf, and Mr 
Malaviya’s dictatorial veneer at once 
peeled ofi‘. His Fabian roots were so deep 
that he could not help seeing the manifest 
injustice he was perpetrating. So first of 
all he pretended that he had never really 
ordered any action against me. And then 
he confessed to one of my friends, “Oh 1 
could never do a thing like that to him. 
He is like my son.” So much for ruling 
the country with a danda! 
lyi'R Malaviya will always be remcm- 
bered for putting India firmly on the 
oil map of the world Always suspicious 
of multinational oil companies, he created 
the Oil and Natural Gas Commission in 
1956 with Russian assistance and was re¬ 
warded with substantial oil discoveries in 
Gujarat and Assam. He fought a long 
battle with foreign oil companies to 
reduce their export prices to India, and 
succeeded. They hated him and did their 
best to unseat him, but in vain. 

}Ic was sustained in his endeavours by 
enduring faith rather than pure logic. 
Indeed, he was so sure that India was 
floating on oil that he constantly scented 
it even when it did not exist. He announ¬ 
ced at one stage that oil had been dis¬ 
covered in the Bay of Bengal when in 
fact the well was dry. Later he gave me 
a major scoop—he told me that the big¬ 
gest ever column of oil, 100 metres thick, 
had been di.scovercd in South Bassein. I 
captured the headlines the next day, but 
was dismayed to later discover that there 
was no oil in South Bassein at all, only 
gas. He repeatedly spoke of India becom¬ 
ing self-sufficient in oil by 1985, a pipe- 
dream worthy of an opium addict. 

But the same faith had been responsi¬ 
ble for his early successes in Gujarat 
and Assam. Multinational oil companies 


had surveyed various regions in India and 
written them off as not prospective. Mr 
Malaviya would not accept this verdict, 
and expressed his conviction that there 
must be oil. He thought the Cambay 
region very promising, and went drilling 
there with Russian help. The first well 
struck a pay zone, and Mr Malaviya 
rushed into Parliament to say amidst 
cheers that oil had been struck. As usual 
he had been blinded by bis own enthu¬ 
siasm—Cambay yielded only gas. But 
luck was on his side and oil was soon 
discovered at a neighbouring structure in 
Ankieshwar. He also went drilling in 
Assam with Russian help, hoping to find 
oil in a particular sediment. Alas, there 
was none. But again by good luck oil 
was found in a different sediment. 

He spent many long nights reading 
tomes on geology, and considered him¬ 
self an expert on oil. But ultimately it 
was his enthusiasm and luck that earned 
him his successes, not his knowledge. All 
his reading merely made him fantasise 
about the existence of non-existent oil. 
Tndian films are extremely popular in 
Pakistan, so much so that they are 
banned to protect the local film industi^. 
This docs not prevent a roaring business 
in smuggled films and video cassettes. The 
craze is regarded by Pakistani politicians 
as deplorable, even immoral. But I was 
still not prepared for the following news 
item in Dawn. 

BLUE FILMS 

Police arrested one Fakhruddln and 16 
others who were watching Indian and 
obscene films in a house in New Karachi, 
Police also seized the TV set and VCR, 

It is difficult to say which is considered 
the worse crime, watching Indian films or 
obscene ones. The ultimate crime, no 
doubt, must be to watch an Indian blue 
film in which a Hindu hero plays around 
with a bevy of Muslim beauties. 

—Swaminathan S. Alyar 
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Needed; A National Policy for Water 

B.B. Vohra 


A NATIONAL policy for water must, first 
of all, concern itself with the best possible 
management of our renewable fresh water 
l^esources—the rain and snow that falls 
every year. As most of this falls during 
the relatively shor tmonsoon, we must aim 
at conserving all we can so that wc may 
have water for agriculture, industry and 
the home throughout the year. How does 
!wateF behave during the earth period of 
the perpetual hydrologic cycle 7 After 
all we can make little use of it so long as 
it is in the atmosphere and none at all 
once it has re-entered the sea. 

Of the precipitation which touches the 
surface of the land and does not evapo¬ 
rate immediately, a portion runs off as 
surface flow and the rest percolates into 
the soil. The amount which runs olf and 
the amount which passes into the soil 
and later into the sub-soil strata in the 
form of groundwater depends on a num¬ 
ber of factors. Broadly speaking, the 
heavier the rain, the greater the slope of 
the land and its state of denudation, the 
more will be the run-off and therefore the 
lesser the amount of water available to 
saturate the soil and recharge natural 
underground reservoirs. Further, since 
ill flowing water dislodges and carries 
iway some of the top soil, the greater the 
run-oflf the greater will be the erosion. 

Key to Understanding 

The interaction between precipitation 
Ukd the land surface on which it falls 
Isolds the key to understanding almost 
tU problems of water and land manage- 
nent. Ironically, it is as difficult to 
uanage silt-laden waters as it is to manage 
suds denuded of top soil and therefore 
leprived of their rightful share of soil 
aoisture and groundwater. 

: Let us see why this is so. The vicious 
bcle of erosion has its beginning in the 
destruction of the natural vegetative cover 
‘i the soil. Once this cover has been 
jeitroyed, whether by over-grazing or by 
m convejsion of forest lands into agri- 
jiltural lands and the soil laid bare to 
1 
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tropical rains, it begins to lose its fertility 
and therefore its capacity to support vege¬ 
tation. For, unlike water, the soil is for 
all practical purposes a non-replenishable 
resource. Jt takes nature anything bet¬ 
ween 500 to a 1,000 years to build an 
inch of the fertile top soil. This is why 
with each passing year erosion becomes 
more difficult to control and is accom¬ 
panied by increasing aridity because de¬ 
nuded land offers little resistance to 
run-off. 

Soil Conservation 

Conservation of the soil is therefore 
necessary as much for its own sake as for 
the conservation of water. Jt is, however, 
equally necessary so as to prevent the 
damage which silt-laden waters cause. 
Sediment not only lowers the storage capa¬ 
city of expensive tanks and reservoirs but 
also makes the management of rivers ex¬ 
tremely difficult. The carrying capacity 
of rivers falls as sedimentation in their 
lower reaches raises beds and causes ri¬ 
vers to over-flow their banks. Devastating 
floods and changes in the courses of rivers 
are the result. Embankments and dykes 
for the control of floods are not only ex¬ 
pensive they offer no permanent remedy 
since they have to be continually raised. 
Deposits of silt at the mouths of rivers 
choke bays and harbours and create 
acute problems of dredging and drainage. 

So a sensible water policy should con¬ 
centrate on the conservation, to the maxi¬ 
mum possible extent, of water as soil 
moisture and groundwater. Not, as is hap¬ 
pening now, on the storage of silt-laden 
waters in gigantic reservoirs and on the 
construction of expensive works for con¬ 
taining floods which are uncontrollable 
because they are bound to increase with 
each passing year if their catchments 
continue to be neglected. 

The rich dividends which such a policy 
would pay are easy to set out. Precious 
soil would be saved. It was estimated 
in 1972 that the amount of soil displaced 
by water erosion was of the order of 5000 
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million tonnes annually and containing 
nutrients equivalent to 5.37 million tonnes 
ofNPK.* 

Reduced Losses 

A great deal more denudation has 
taken place since, and the level of soil 
losses now must be considerably higher. 
Floods, which cause losses of the order' 
of Rs 1000 crores annually, would be 
reduced. The danger to tanks and re¬ 
servoirs— on which over Rs 10,000 crores 
have been invested—-by sedimentation 
would be removed. Finally, a great deal 
of water now lost to the sea would be 
conserved as groundwater. 

The benefits which additional supplies 
of groundwater would confer are many. 
Not only is this water in its purest natural 
form, but it also costs absolutely nothing 
to store indefinitely and, what is more, tO'^ 
convey over the large distances which it 
travels under the suiface in an effort, as 
it were, to serve the largest possible num¬ 
ber of people at their very doorsteps. 
Further, it suffers no loss by evaporation 
or seepage—either during storage or 
transmission—such as surface waters arc 
subject to. It is easy to tap. Individual 
tubewells can be installed at little expense 
within weeks if not, in fact days. Once 
developed, groundwater is available as 
and when required by the user at the 
mere pushing of a button and therefore 
lends itself beautifully to the require 
ments of modem agriculture. 

By contrast, surface water is extremely 
difficult to store and manage. Big pro¬ 
jects - fashionable in this country-take 
decades to design and build, require large 
areas of precious land for submergence, 
and for distribution systems, are subject 
to serious evaporation and transmission 
losses, and demand stupendous outlays. 
They also create problems of waterlogging 
and drainage and pose a threat to the 
land they are meant to serve. Their 
storages are exposed to the threat of silta- 

*Standard order to list nutrients in soil or ferti¬ 
lizer. N: Nitro^n; P: Phosphorus anhy¬ 
dride: K: Potassium oxide (water soluble). 
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tion and thefr command areas require 
large outlays for the full development of 

S tential. They need large staff for main- 
lance and operation but find it difficult 
fully satisfy the farmer by supplying 
Water when he needs it. Financially such 
projects are still in the red-the annual 
losses on their operation run to several 
hundreds of crorcs. Above all, they are 
wasteful of water-not only do transmis¬ 
sion losses amount to around 40 per cent 
on the average, but since water is generally 
not charged by volume, the farmer is also 
^xtravagant in his use of it. 

Groundwater Resources 

Every effort, then, must be made to 
replenish groundwater resources. Apart 
from the natural recharge of groundwater 
through soil and water conservation, 
efforts must also be made to undertake 
artificial recharge wherever possible. It 
would be a good idea to investigate the 
possibility of diverting the flood waters 
of the Ganga into the Rajasthan desert'¬ 
ll^ make use of the groundwater storage 
available there—instead of thinking of 
taking them all the way to the Cauvery. 
Conditions must also be created to en¬ 
courage groundwater development by 
carrying out land reforms and consolida* 
tion of holdings, by undertaking scientific 
investigations designed to ascertain the 
limits of safe pumping in given areas, by 
providing technical advice and guidance 
to farmers, by arranging adequate 
loans and by making sure that tubewclls 
do not remain idle for lack of electricity 
or diesel. Where groundwater is scarce, 
statutory powers must also be exercised to 
regulate development, 

Ideally, the planning of water conser¬ 
vation and use should be on a sub-catch¬ 
ment basis. This would ensure that the 
water which flows into the main river 
system from each of its sub-catchments is 
not only free from silt but is also genuine¬ 
ly surplus to local requirements. The 
calculation of local requirements would 
naturally depend upon the land use consi¬ 
dered best for the areas in question and 
would involve a study of local soils, cli¬ 
matic conditions and available water re¬ 
sources. Arid areas should, in particular 

‘^Natural underground reservoirs, especially in 
limestone areas. 


hot allow any run-off to be lost and must 
use all precipitation locally-whether for 
growing crops or merely grasses and trees. 
Protection against overgrazing and over- 
felling must, in all sub-catchments, be 
undertaken alongside such measures as 
contour ploughing contour terracing and 
bunding and the construction of gully 
plugs aud detention weirs. 

Such an approach would bring about a 
dramatic change in the ecological environ¬ 
ment that governs our fate as a nation. 
The denuded Shivaliks, the ravines along 
the Chambal, the Jamuna, the Sabarmati 
and the Mahi would become things of the 
past, as would the treeless and grassless 
slopes of the Deccan plateau and the 
bare hills of North-Eastern India which 
have been stripped of vegetation by im¬ 
prudent shifting cultivation. Millions of 
hectares of the so-called waste lands which 
yield nothing but silt and floods today 
would become important producers of 
grasses and trees and would contribute 
significatntly to the replenishment of the 
country’s groundwater resources. Our 
rivers would carry less sediment and, 
thanks to return flows from groundwater 
aquifers,"' would maintain more even 
flows throughout the year. Our storages 
would acquire new life and the .severity 
of both floods and droughts would be 
reduced. 

Drastic Reoriantation 

The first task before our irrigation 
departments today is to make the ful¬ 
lest possible use of the waters which 
have already been impounded at such 
heavy cost. This offers the best hope to 
the country for achieving self-sufficiency 
in food in the shortest possible time. This 
requires drastic reorientation in the atti¬ 
tudes of the irrigation engineer. Instead 
of dreaming of building more gigantic 
structures he must learn to pay attention 
to the detailed requirements of efficient 
irrigation and take on numberless small 
works in each command to maximise pro¬ 
duction, and to prevent the wastage of 
water and damage to the soil. 

Engineers must take more than a theo¬ 
retical interest in the protection of reser¬ 
voirs against siltation. They must involve 
themselves seriously in soil and water 
conservation measures in catchment areas. 


All these are extremely complicated tasks 
and present a very big challenge. 
will also require outlays running into 
thousands of crores and take decades. 11^ 
reconsideration of existing irrigation po* 
licies will thus not affect job opportUL<f 
nities for engineers in any way; if any¬ 
thing, it will increase them. 

Other Benefits 

Other benefits will follow. Confronting 
Irrigation Departments with the total cost 
of projects-—costs which include those 61 
command area development and drainage 
as well as of resereoir protection 
acquainting them with the difficulties 
in the way of planning and executing such 
‘total’ projects, will bring them down to 
earth, and dampen their ardour for big 
new projects even while existing projects 
are languishing. Such a change in attitude 
will hopefully cure Irrigation Departments 
of the disease of the giganticism that most 
of them are suffering from. Today Irriga* 
tion Departments think it below their dig¬ 
nity to even look at projects which irri¬ 
gate less than 2000 hectares; such projects 
are classified as ‘minor’ and left to Pan* 
chayats and Agriculture Departments to 
plan and execute. Yet it is precisely such 
‘minor’ projects which are needed to fad 
constructed in large numbers in the future 
if better use is to be made of soil and 
water resources. 

It will no longer do to consider a pro¬ 
ject completed merely if the stoia^ 
structure is completed along with the die* 
tribution system built up to the outlet 
which serves blocks of land of anything 
up to 200 hectares. If the heavy invest* 
ments made in irrigation projects are to 
yield the results expected, the agronomist, 
the soil scientist, the extension worker, 
the drainage engineer and the economic 
will have to sit down with the irrigatioi 
engineer and consider what would be thi 
best cropping patterns to adopt in tha 
area, what would be the best way q 
meeting the water requirements of tfa 
crops to be grown, how excess watci 
should be drained away and how variou 
on-farm works financed. The new ap 
proach will also end the isolation in whio 
the civil engineer has worried so far ii 
tackling irrigation problems, which fa 
their very nature require the meshing of 
number of disciplines. 
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>NCB UPON a time a surgeon, an archl- 
eot and an economist were discussing 
vliose was the oldest profession. The 
.tugeon, quoting the Bible, said that 
iifice Eve was made out of one of Adam’s 
ibs it was a surgical operation that began 
nankind. The architect pointed out that 
dl this came much later after an architect 
lad created the universe out of chaos, 
rbe economist merely asked ‘*and who 
sreated chaos?** 

1 have reproduced this witticism which 
ny daughters chortled at, because it is 
lot as ridiculous as it may appear. In 
he mainstream of economic thinking 
here is today very little awareness of the 
environmental consequences of economic 
lotivities. If national policies continue to 
be based on this approach, chaos is not 
loo extreme a word for what lies in store. 


I Menacing Problem 

I Let us begin with agriculture. Most 
^icultural economists measure invest- 
pents in terms of inputs such as irriga- 
^on, fertilizers, pesticides, and benefits 
p terms of increased yields and the value 
^f crops. Very few go deeper and look at 
^ growing problem of land going out 
j)f production due to, say, salination or 
water-logging as a result of seepage from 
canals or from drainage. The construc- 
^n of dams for irrigation or power 
dipcAs up inaccessible areas which leads to 
Meforestation, adversely affecting rainfall 

S ttems and causing the snow line to 
:ede. Heavy soil-erosion follows caus- 
Ibig dams and canals to silt up, aggravat- 
dagfloods. Indiscriminate use of pesticides 
birds-~the natural defence against 
tanany pests—and destroys beneficial soil 
Obacteria, reducing soil fertility. None of 

2 e conventional economic thinking recog- 
ses these negative factors, 
ie The reasons for this grave omission 
^ifire not hard to find. The immediate 
jp^itive benefits of agricultural inputs are 
l^eadily quantifiable and their predictabi- 
is high. This is just the grist that the 
' jhwometrician’s need. The negative 
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Price Tag for Nature 


V. G. Rajadhyaktha 

environmental impact comes much later, 
is much harder to quantify and does not 
fit into neat equations. But that does not 
make it any less real. 

This is not to argue against using of 
modem inputs for agriculture. It is to 
point out that unless there is a simul¬ 
taneous understanding of their environ¬ 
mental consequences we shall be fighting 
a losing battle. For instance, in deter¬ 
mining investment priorities, it must be 
recognised that in certain areas it may be 
more beneficial to line canals and hence 
prevent many more hectares of land 
becoming water logged than to construct 
new canals; that reforestation of denuded 
catchment area slopes may be a better 
answer to floods than building check 
dams and embankments. The new famous 
Silent Valley in Kerala has dramatically 
shown how the existence of heavily wood¬ 
ed slopes absorbs the intense and con¬ 
centrated monsoon rainfall and releases it 
in the dry months. The result is that all 
the year round the river flow is more or 
less constant and the water is always 
crystal clear. Till agricultural economics 
recognises environmental problems and 
focuses the attention of developmental 
agencies, addicted to looking the other 
way, on recognising and correcting both 
the short and long term negative effects 
of agricultural inputs, the outlook for 
sustained agricultural productivity will be 
bleak. 

Sharp Conflict 

The conflict between environmental 
protection and traditional economics 
becomes a good deal sharper when it 
comes to industry because its impact is 
often much quicker and more noticeable. 
Smoking chimneys, corrosive or smelly 
effluents create such a nuisance that cor¬ 
rective measures can be enforced by law, 
given, of course, the requisite political 
will and administrative capability. More¬ 
over, as technologies improve and costs 
of primary inputs such as fuels go up, 
investments in treatment of effluents to 


recover waste products become economi¬ 
cally worth-while. Similarly the relation¬ 
ship between increased human and 
machine productivity and improved envi¬ 
ronmental conditions in factories and 
offices is being increasingly recognised. 
But, there are still many areas, especially 
in the developed world, where opinion is 
sharply divided and economics and envi¬ 
ronmental needs point in different direc¬ 
tions. Notable examples are automobile 
exhausts, effluents which discharge into 
rivers and seas, toxic gases released into 
the air and species which are, like the 
whale, threatened with extinction. 

Irresistible Magnets 

Industrial growth has historically been 
linked to urban areas and nowhere are the 
effects of this on the environment seen 
so clearly as in the metropolitan cities of 
India. Perhaps in no other sphere of 
human activity has the absence of envi¬ 
ronmental economic studies been so badly 
missed. The economics of setting up an 
industry in or near one of the, say, four 
metropolitan cities is so attractive that, 
despite pious resolutions to the contrary, 
these cities are growing in population at a 
far higher rate than the vast majority of 
other towns and cities. Subsidised but 
increasingly inadequate infrastructure 
such as transport, water supply, educa¬ 
tion, health services and housing as well 
as a host of amenities, together with a 
ready supply of skilled and managerial 
manpower, make these cities irresistible 
magnets. The result is that once pleasant 
cities like Bombay and Calcutta are rapid¬ 
ly becoming vast slums with vulgarly opu¬ 
lent islands of high rise buildings only 
emphasising the wretchedness of the poor. 

Even a cursory study of this pheno¬ 
menon which is by no means confined to 
India, would show that, if these infras¬ 
tructural inputs had been priced at their 
true marginal economic costs, it would 
have been possible to both generate enough 
surpluses to radically improve the envi¬ 
ronment of many medium and large towns 
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of such inputs and also slow down the 
»owth of large cities. 

Itpne of the most striking examples of 
Wks kind of environmental economic 
folly is the underground railway currently 
being built in Calcutta. Undertaken with 
the laudable objective of reducing the 
congestion on the roads, this project will 
cost about Rs 60[) crores (S800 million) 
and will take about 10 years to complete. 

Strong Puli 

k in the meantime however all the forces 
lich arc pulling people to the city re¬ 
main as strong as ever. The result will be 
that, when this ]ail\^ay is ready, the 
roads will continue to be as congested 
and all the other civic services will be 
even more severely strained. With the 
expected fare structure* the underground 
system alone could lose more than Rs 20 
crores every year. If on the other hand 
all this money had been devoted to the 
construction and subsidising of an entirely 
new city with wide roads, schools, hous¬ 
ing, hospitals, water supply, sanitation 
and all the urban amenities of cinemas, 
parks and so on, a permanent solution to 
the problem of Calcutta's urban conges¬ 
tion and growing environmental decay 
could have been found. 

The lack of an environmental-cum- 
economic approach is seen in many other 
areas of national activity. We put up 
paper plants based on existing prime 
R)rests without insisting on an adequate 
and sustained replanting programme; we 
neglect building materials like stone and 
concentrate on bricks produced from top 
soil which has taken millions of years to 
(produce. The tourism industry, in search 
of quick profits, opens up areas of great 
natural beauty teeming with wild life and, 
by greed and lack of foresight, ruins 
their *raison d’ etre’. Refineries at places 
like Mathura, regardless of the precau¬ 
tions taken, are going to add at least a 
liltle to the growing problem of how to 
protect our more successful foreign ex¬ 
change earner, the Taj Mahal, from at¬ 
mospheric pollution. 

The only important area where circum¬ 
stances have forced economists and tech* 
biologists to be conscious of its environ¬ 
mental problems is energy. These pro- 


bleitti are many and ifttHed^Thei risks 
and costs of oil spills from giant tankers; 
the loss of valuable land from open cast/ 
strip mining of coal; and the cost of 
stringent controls on atmospheric emis¬ 
sions of thermal stations, to name only a 
few. The most important and controver¬ 
sial of all environmental energy problems 
is, of course, nuclear power. The rising 
prices and limited measures of fossil 
fuels at current growth rates of demand, 
together with the growing economic com¬ 
petitiveness of nuclear plants is pushing 
the developed world inexorably in the 
direction of nuclear energy as the most 
practically medium-term solution to its 
energy problems. 

The horrendous threat that nuclear 
reactors and storage pose are, it is argued, 
something we must learn to live with till 
wc find something else. The only real ray 
of hope, as Denis Hayes so aptly puts it, 
is solar based energy but this is at present 
uneconomic for all but a few applications, 
especially in the developed world. For 
tropical sunshine and rainfall-rich, deve¬ 
loping countries like India, however, the 
economics of using this pollution free 
source look much brighter. 

When all is said and done, what we are 
really talking about is what kind of a 
human environment are we aiming at in 
our thrust towards economic growth. Such 
an environment is not confined merely to 


polltttiorf or conservation or lifestyl^. - 
are groping towards something much I 
tangible-often loosely described as 
quality of life. Take for instance, the lar] 
modern factory, where most of the i 
loyecs are mere machines doing repetitiy 
jobs which make no demands on 
mental and physical creative powc 
However economic its output may be i 
however congenial the physical environ| 
ment, it is not the work environment tfa 
we should be striving towards. Robot^ 
and computers arc certainly better substl**! 
tutes for such work. Equally the oth«|J 
extreme doctrine that cver>thing that t 
be made by hand should not be made I 
a machine is totally irrelevant in a world 
where isolationism has no place. 

Defining the quality of life is, however«:l 
a much larger and highly controversial^ 
issue, beyond the scope of environmentfi('| 
economics. But this is true, that, without| 
some hard-headed and incisive thinking^ 
about what is happening to our environ^l 
ment because of our blinkered approach! 
to economic growth, the quality of humai|; 
life, measured by any standards, is bound 
to deteriorate, if at the turn of the century ; 
there comes a day when a child has ta: 
ask his mother “Mother, what is a trec?*^J 
Wc will have cause to remember th^^ 
famous biblical sentence *For what doth^^ 
it profit a man if he gain the whole worb^^ 
and lose his own soul*. i 
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Economic Analysis 


Energy from Forests—I i 

Dr S. Paul 

(This is the second part of a report prepared for thefuelwood panel of the Planning Commission, The first 
party published in the issue of May 7, dealt with fuelwood potential. This part deals with the conversion of wood 
into other fuels). 


As RKtJARDs ihc prospects offered by the 
Wood linergy Systems, a host of pos¬ 
sibilities seem to be opening up, all 
depending upon the ingenuity of man 
in incorporating a modicum of Science 
and Technology into the existing norms 
of wood usage and making the process 
more cost-clfectivc. Prof Sabri Ergun’s 
team at the Lawrence Beikclcy Labora¬ 
tory at the University of California 
created a sensation in May, 1979 by 
converting wood directly to oil—a 
revolutionary process that merely takes 
half an hour, as against 500 million 
years taken by nature. Ergun simply 
mixed the wood chips with water and 
sulphuric acid and pumped the mixture 
into a pressure vessel. Yet another 
feat has been the Appciachian Wood 
Energy Development Programme (USA), 
which makes this man's most primitive 
fuel come back in new technological 
forms. The rebirth of this nascent 
conversion industry holds the widest 
prospects for a brighter and cleaner 
tomorrow. Already several wood manu¬ 
facturing plants near the Western Caro¬ 
lina campus have converted to wood 
fuel and the experts there are exploring 
all possibilities and now trying to go 
for direct wood-fired steam plants, 
retaining the conventional oil-fired 
boilers only as standby. 

Technically speaking, there are several 
generic approaches to wood conversion 
pyrolysis, gasification, hydrogenation 
enzymatic hydrolysis, followed by fer¬ 
mentation and anaerobic digestion. 

Hereunder, we list the major applica¬ 
tions of Wood Energy Systems, as arc 


being currently worked up in different 
parts of ihe world : 

1. Direct Firing Fuel for the house¬ 
hold sector. 

2. Thermal Power Generation by 
directly burning it in wood-fired boilers. 

3. Pyrolysis of Word for obtaining: 

a) Charcoal b) Medium C.V. Gases 

c) Chemicals as liquid products, e.g. 
Methanol and Acetic acid. 

4. Gasification of Wood for obtain¬ 
ing ; 

a) Low C.V. Gases—Producer Gas 
etc. b) Medium C.V. Gases, c) Synthesis 
Gas for methanol and/or for subsequent 
conversion to Synfuels, i,e. synthetic 
gasoline, d) Hydrogen fuel. 

5. Carbonization of Wood Wastes 
and subsequently Briquetting of saw¬ 
dust. 

6. Conversion of Wood to Ethanol 
by Hydrolysis : 

a) Chemical Process b) Enzymatic 
Process. 

7. Direct Liquefaction (Hydrogena¬ 
tion) of Wood to Synthetic Oil. 

8. Production of Methane from saw¬ 
dust by anaerobic digestion. 

9. Cogeneration of Steam and Che¬ 
mical Conversion. 

Direct Firing for Thermal Power 
Generation : Jyoti Parikh writes in 
her recently-released book, “Energy 
Systems and Development" that it is 
possible to design boilers that burn 
wood with an efficiency as great as 
coal or even oil, which is not the case 
with other direct uses; hence the use of 


wood in power plants to provide appro¬ 
priate substitute for fossil fuels. 

Though a bit expensive to produce 
electricity, yet it offers the possible 
choice in remote locations, like NEFA 
or Labaul Spiti etc where the abundant 
wood is the only resource available. 
D.E. Earl in his classic book, ‘Forest 
Energy and Economic Development” 
mentions that for a power station of 
reasonable size, say 150 MW, we would 
need about 786,600 cubic metres of 
air-dried wood per annum. This could 
lead to a new concept of forest manage¬ 
ment wherein the concern would be to 
maximize the production of biomass, 
irrespective of timber quality. Evaus 
(1974), working on the more prolific 
Red Alder (Alnus rubra), yield 37 tonne 
per hectare gave the land requirement 
for a lOOMW plant as 11,000 hectares 
for the West Coast of North America 
and New Zealand. 

In our Indian situation, with the 
huge T&D losses (19%) and the cum¬ 
bersome Rural Electrification Pro¬ 
gramme, such wood-fired thermal 
power generation can become most 
useful. 

Pyrolysis of Wood : Pyrolysis of 
oellulosic wastes and wood is defined as 
the thermal degradation of wood mole¬ 
cules into volatile and non-volatilc pro- 
ducts prior to combustion. When wood 
is heated to ignition temperatures in the 
presence of oxygen, it burns spontane¬ 
ously with the generation of heat and 
it is converted into COi* and water 
vapours, leaving behind a little mineral 
ash. However, if the wood is heated 
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lo the absence of O 2 , it breaks down 
Into many new chemicals, such as CO, 

^ acetic acid, Wood alcohols (methanol), 
^ tar, charcoal etc. it is also called 
“Destructive Distillation of Wood** or 
wood distillation for short. 

In the carbonisation process, there 
is a loss of 2.0-2.6 million kcal (40-55 %) 
energy per tonne of wood converted to 
charcoal. One tonne of oven-dry wood 
contains 4.7 million kcal energy and 
charcoal 7.1 million kcal/tonne. This 
loss of energy is fully compensated by 
other desirable characteristics of the 
products thus obtained. The volatile 
products include CO 2 , H 2 O, various 
acids and corbonyl compounds. The 
tar includes extractives and higher 
molecular weight degradation products. 

A great variety of compounds have 
been identified among the distillation 
^ products of wood and cellulose, but 
much less is known about the decom¬ 
position products of the other two com¬ 
ponents, viz, hemi-celluloses and lignin. 

In India, sofiwoods pyrolysis is not 
being practised at present. Hardwood 
distillation, integrated with sawmill 
operations, permits the use of mill 
wastes for the production of charcoal. 
As compared to the low calorific value 
Producer Gas, the Medium C.V. Gases 
(MBG) obtained in the pryoly&is pro¬ 
cess has a heat value of 2C0-350 Btu/ 
eft. Since these contain no nitrogen, 
hence the greater thermal efficiency of 
these gases have more industrial utility. 

Gasification of Wood: In gasifica¬ 
tion, biomass reacts with steam 
and oxygen to produce medtium 
Btu gas (MBG)-—consisting mainly of 
CO and H 2 . This gas can be burned 
as a fuel or used as an intermediate 
for synthesis into fuels on energy- 
intensive chemicals, including metha¬ 
nol, substitute gasoline, SNG, H 2 and 
ammonia. This gas (MBG) is econo¬ 
mically attractive to the local users. 
Methanol will be used as Gasohol 
blends or peaking fuels, SNG will sup¬ 
plement natural gas resources. Hydro¬ 
gen will be used as a raw material in 
the petrochemicals and ammonia for 
fertiliser production. 


In gasification, wood is heated rapid¬ 
ly to much higher temperatures, say 
1000®C and this gives gas yield of 75 
per cent. Removal of carbon dioxide 
leaves a gas mixture that can be subs¬ 
tituted for coal gas or burnt at site as 
a Aiel gas. Alternatively, reforming 
CH* to give CO and leaves synthe¬ 
sis gas, which is a very important 
chemical intermediate. 

Uses of Synthesis Gas: Synthesis gas 
is an important intermediate in the 
chemical industry. In the presence of 
a catalyst, it is possible to make its 
two components CO and H*, com¬ 
bine in a variety of ways to give a 
large number of different products. It 
produces ethane, propane, butane, 
pentane and the corresponding alco¬ 
hols, plus waxes, >ynlhctic petrol, fuel 
oil and high quality diesel oil. 

Synthesis gas can be used to pro¬ 
duce methanol through catal>tic com¬ 
bination of CO and H*. synthetic 
natural gas through methanation or 
hydrocarbons through Fischer Tropsch 
process. 

Hydrogen: A precious feedstock for 
the petrochemicals, hydrogen can be 
produced simply from wood by gasi¬ 
fication process and subsequent refor¬ 


ming. 

Hydrogen from wood may well 
become the transport fuel of the future, 
in which direction the work is already 
going on at the llTs Delhi and Madras. 
Since H 2 to be extracted from electro¬ 
lysis of water is difficult and expensive 
too, so the wood is a cheaper source. 

Producer Gus: Partial combustion 
of wood with air yields gaseous mix¬ 
ture, called Prodveer Gas, which has a 
low calorific value—100-125 Btu/eft. 
This gas can be burned in boilers 
designed for liquid or gaseous fuels 
or it could be used in the internal 
combustion after purification. Pro¬ 
ducer gas can be used as a fuel in agro¬ 
industrial plants where substantial lesi- 
dual materials arc available as feed¬ 
stock for gas generation. 

As recommended in the ‘Energy in 



become a viable proposition in the * 
rural areas, provided more R&D work 
is carried on and an effective extension ; 
mechanism is also evolved. The Energy ^ 
Policy Committee Report (1979) makes 
a special mention of Producer Gas . 
powered vehicles to save on the impor- '! 
ted crude. BHEL too is exploring its ' 
use in the industrial boilers. It is a j 


comparatively cheap fuel with multi¬ 
ple benefits; its use in gas turbines can 
help in more efficient power genera¬ 
tion 

Liquefaction of Wood to OH (Hydro¬ 
genation or Carboxylolysis); In the 
liquefaction process, wood is converted 
to oil by reaction with Syngas 
(CO + IIj) and catalysts under high 
temperature and pressure. The fuel 
oils thus recovered arc of a low grade 
(No 6 Bunker oil) and can be convert¬ 
ed to higher grade (No 2). These oils 
could be used for utilities for topping/ 
peaking purposes and also for trans¬ 
port. 

The liquefaction or hydrogenation 
process uses a mixture of ccllulosic 
materials with catalysts such as refrac¬ 
tory metals whereby the cellulose may 
be liquefied and easily separated from 
solids by decantation. 

At present, there are two basic sys¬ 
tems for hydrogenation: 

(a) The Oceidental F’ctrolcum Pyro¬ 
lysis described by Pober and Bauer. 

(b) The Catalytic Hydrogenation 
Process developed at the Pittsburg 
Energy Research Centre at Albany, 
Oregon. 

Energy efficiencies for these proces¬ 
ses work out to be in the range of 
33-38 per cent and materials with high 
hcmicellulosc content arc found more 
suitable. However, the liquefaction 
involves high capital costs due to 
pressure vessels and more complex 
process trains. 

Anaerobic Digestion of Sawdust for 
Methane: Anaerobic digestion is a 
controlled microbial decomposition of 
the organic matter in the absence of 
air to produce methane and CO 2 . 
Two favourable temperature ranges 
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for Ibis process arc: (a) The mesophyl- 
lie range 30-45°C and (b) thermo- 
phillic 50-65°C. 

The gaseous preduct of digestion— 
MBG, a mixture of COa and CHi can 
be burned without substantial treat¬ 
ment. Alternatively, MBG can be 
converted to SNG by drying and then 
stripping it of its COa and HaS content 
and compressing it. 

There are two stages in this method, 
(a) Acid production stage, (b) Methane 
production stage. The methane gene¬ 
rating digestor operates on artificial 
substrata of acetic acid along with the 
chemicals and nutrients. The liquid 
detention time is 30 days. The gas pro¬ 
duction rate of 2 volumes of gas per 
day per volume of digestor is 4—10 
times greater than sewage sludge 
digesters. 

CO'Generation Systems: Wood is a 
prime candidate for energy recovery 
systems, such as co-generation, which 
maximize energy production and 
minimise losses. 

The co-combustion and co-genera¬ 
tion systems can offer extra incremental 
gains in efficiency in the case of coal- 
wood synergies the and economies of 
scale advantages too. Spectacular 
energy efficiency can be accomplished 
if process heat and electricity are pro¬ 
duced from combusting with the same 
fuel. There are two basic approaches 
to co-generalion: 

(1) The raising of industrial steam 
and heat plus electricity; and 

(2) The generation of residential 
and commercial steam for heat plus 
production of electric power. 

The first concept is called co-gene¬ 
ration, while the second is designated 
as district heating. Co-generation, per 
se^ is more appropriate for wood fuels. 
Forest products manufacturers are 
large users of both process steam and 
electricity. Thus, for the tailoring of 


and (b) Co-generation. In the first 
case, wood is blended with coal or 
other wastes before energy recovery 
proceeds. In the second method, 
wood is used for generating electricity 
and process steam or process heat. 
These advanced deployment systems of 
wood energy are not mutually exclu¬ 
sive; rather, they can be employed 
simultaneously, if the situation/ 
demand and the endowment factors so 
warrant. 

Co-conversion systems also help in 
pollution control and hence can prove 
an added asset in a fuel-starved but 
cnvironmcntally-conscious society. 

The mixing of wood plus coal for 
co-combustion permits a plant to uti¬ 
lise large combustion equipment and 
therefore capitalise upon the econo¬ 
mies of scale, as also increased com¬ 
bustion efficiency. Hubbard suggests 
that briquetting sawdust and coal in 
5:1 proportion creates a fuel which 
provides a higher flame temperature, 
results in more complete sawdust com¬ 
bustion and diminishes the negative 
influence of moisture by achieving 
more rapid water evaporation. Co- 
conversion systems permit greater fuel 
flexibility. Improvements in this 
technique have given the Simplex 
Process for blending coal and muni¬ 
cipal solid wastes into synthesis gas. 
Another approach is the mixing of 
charcoal and coal, thus trading the 
conversion Josses in charcoal produc¬ 
tion for combustion losses of wood 


fuels. Co-conversion would be most t 
useful if homogenous of gaseous fuel % 
is essential to the application in a f 
particular milieu. t 

As regards the systems available for X 
co-combu3tion, these could be steam X 
turbine cycle and the gas turbine cycle. X 
In the latter, wood fuels would be ♦ 
gasified and the gas combusted in a X 
gas turbine. Further savings can be ♦ 
effected by the increased electricity j 
generating efficiencies of gas turbines X 
over steam turbines. ♦ 

By increasing the energy efficiencies ^ 
of wood fuels, these systems make 
them more competitive with the fossil 
fuels. And in most of the LDCs, 
these would go a long way in catering 
for the diverse energy needs of the 
rural, semi-urban and urban, as also 
the industrial users. 

In increasing the energy efficiency 
and flexibility of wood fuels, advanced 
deployment techniques like these oiler 
the potential of making wood products 
industries virtually ^Energy Self-suffi’^ 
aV/i/*—indeed a very significant goal 
for isolated wood units and also for 
the overall development of backward 
areas. As such they permit Flexibility 
& Tailorinf^ of a fuel for its most 
Optimum Application. 

To highlight categorically the plus- 
points of these systems, wc give the 
supply-delivery trajectories in the table 
below as worked up by David Tillman 
in ‘Wood as an Energy Resource’. 


Supply-Delivery Trajectories for Wood Fuels in Conventional, Co-conversion and 
Co-Generation Systems at 50 Miles Radius 

(Harvesting 1 x 10^® Btu for use) 


Energy Loss Parameter 


WOO D—F U E L S 


Normal Energy Co-conversion Co-genera- 
Systems with Coal tion (Steam 

Turbines) 


fUel for its optimum application, wood 

Energy Cost of Extraction 

25 

25 

25 

fuels appear more appropriate to this 

Energy Cost of Transportation 

22 

22 

22 

mode of synergistic utilisation. 

Energy Cost of Energy 

30o 

28o 

150 

In the context of advanced deploy¬ 

Recovery 




ment systems, two methods merit con¬ 

Net Energy Delivered 

653 

m 

803 

sideration: 

Net Energy Efficiency (%) 

65.3 

76.3 

80.3 


(a) Co-combustion or co-conversion 
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In the Nation 


More Crude Oil from Assam 


Oil India, the decided take-over of which 
by the Union Government is likeJy to be 
effected shortly , has been allowed to step 
up crude oil production from its Upper 
Assam concessions to 3.1 million tonnes 
ptor annum. This will mean for it an 
additional output of about three lakh 
tonnes a year. 'I hc undertaking, currently 
a 50 ; 50 partnership between the Govern¬ 
ment of India and the Burmah Oil Com¬ 
pany, has been normally producing 2.8 
million tonnes crude annually since the 
mid-sixties. 

The Oil and Natural Gas Commission, 
a wholly-owned Government of India en¬ 
terprise, which also has some concessions 
in Upper Assam, is currently yielding 
(from here around 1.9 million tonnes ciudc 
output per annum. It will soon start pro¬ 
ducing 2.8 million tonnes a year. If its 
output too goes up to three million tonnes 
a year, by 1984-85, or soon thereafter, 
as expected, the Upper Assam oilfields 
will start yielding slightly over six mil¬ 
lion tonnes crude oil—an increase of ap¬ 
proximately 1.3 million tonnes over the 
current output in normal circumstances. 

The Setback 

The outputs of both Oil India and the 
ONGC, of course, suffered a serious set¬ 
back during the 14 months to January bc- 
icause of the agitation in the State on the 
foreign nationals’ issue. It is stated to 
have been normalised now. Along with 
some increase in production from Bombay 
High, this has raised the total crude oil 
production in the country between Janu¬ 
ary and April, 1981, by about 50.9 per 
cent from the level of about 3.5 million 
tonnes during the corresponding months 
of last year. 

The above programme is stated to have 
been drawn up with a view to mitigating 
the serious drain on foreign exchange re- 
^urces on account of imports of crude 
oil and petroleum products. In fact, 
endeavours are being made to push up the 


production of crude oil from the currently 
known sources in Upper Assam, Gujarat 
and Bombay off-shore to 30 million tonnes 
per annum by the end of the current Plan 
period. Of this, about four million 
tonnes will be contributed by Gujarat and 
approximately 20 million tonnes by 
Bombay High and its satellite fields off¬ 
shore. Our crude oil production, thus, 
may double by 1984-85 from about 14.5 
million tonnes currently. 

Refining Expansion 

1'he refining capacity based on Assam 
crude is also likely to be expanded to 
slightly over eight million tonnes during 
the current decade. Presently, a capacity 
of 5.65 million tonnes is there spread over 
four refineries—three in Assam and the 
fourth in Bihar. Whereas the Baiauni 
refinery in Bihar is expected to be expand¬ 
ed from 3.3 million tonnes to four million 
tonnes, the three refining units in Assam 
at Digboi, Gauhati and Bongaigaon may 
augment their capacities from 0.5 to 
one million tonnes, 0.85 to one million 
tonnes (if not to 1.5 million tonnes) and 
one to two million tonnes, respectively. 
A mini refinery is likely to be put up in 
Arunachal Pradesh with a capacity of up 
to a quarter million tonnes. Whereas Oil 
India and the ONGC primarily supply 
their crude oil to the Gauhati, Bongaigaon 
and Barauni refineries, the Digboi plant 
draws about 0.4 million tonnes supplies 
from its own concessions and the balance 
from Oil India. Fhc Arunachal Pradesh 
mini refinery will be based on Oil 
India crude. 

Expansion in the production of crude 
oil from Upper Assam will necessitate 
augmenting of Oil India's pipeline system— 
which transports, besides Oil India's 
crude, the crude oil of the ONGC—froni 
the present capacity of slightly over live 
million tonnes to about seven million 
tonnes. 

The stepping up of crude oil by Oil 


India to 3.1 million tonnes per annimj 
will not, of course, mean any flogging 
its oilfields. This rate of production, it i 
expected, can be maintained beyond 199(( 
possibly upto 2000 AD, thanks to tl^' 
recent discovery of oil in the Bogapatj 
area, adjacent to the Jorajan conccssion-J 
a satellite of the Nahorkatiya and Moral 
complex, which is the main source cj 
crude to Oil India at present. As thj| 
complex is now aging, the Jorajan oilfieltl 
is being developed under a 10-year prdj 
gramme to offset the declining ouQ>f;| 
from the Nahorkatiya and Moran oilfieldtj 
The Nahorkatiya and Moran concession 
have already yielded since the late ]95C| 
49 million tonnes of crude oil. The ^ 
million tonnes mark is expected to b 
achieved by August 15. i 

Current Reserves 

Including the Jorajan area, the cuiret 
reserves of Oil India arc estimated aroun 
39 million tonnes. Although the Bogapai 
oilfield is yet to be fully delineated, it i 
anticipated to yield between 15 and 2 
million tonnes. This will raise the groi 
ultimate recovery, including the produt 
tion that has already been secured, t 
over 100 million tonnes. With a view t 
maximising oil recovery. Oil India hfl 
been using all sophisticated techniquci 
These include dual production from wclli 
deviated/directional drilling and pressui 
maintenance in the wells through gai 
water and polymer injections. 

The promise of a mini refinery being u 
up in Arunachal Pradesh is held out b 
oil having been found in six wells in th 
Kharsang area out of the 10 cxploratio 
wells drilled in that State. The Kharsan 
oilfield is to be developed quickly t 
meet the local demand. 

The ONGC can be expected to ir 
tain the increased level of three r 
tonnes output for a sufficiently lor 
Us currently estimated recover 
serves in upper Assam, around 





Boes, are likely to go up as a sequel to 
recent additional discoveries in the 
agar area. 

Significantly enough, even pending its 
I JuU take-over by the Union Government, 
^t^l India has been allotted a licence to 
' aplore 12,040 sq kms in the Mahanudi 
sin off-shore in the Bay of Bengal and 
f^SOO sq kms on-shore in the Puri, Cuttack 
1 Balasore districts of Orissa. It has 
eady drilled two well.s in the off-shore 
though without much success. Pre- - 
! of hydrocarbons has been noticed 
i the second well, but not in commercial 
K iuantities. Based on the data thrown up 
^ y the two wells, a comprehensive pro- 
.ijramme of drilling nine wells off-shore 
I ^ been drawn up to be completed by 
T JJ84-S5 at an estimated cost of Rs 85 
t ^ores. A sum of Rs 26 crores has been 
^ ^ovided in the undertaking's Sixth Plan 
f ^ogramme for exploring Mahanadi basin 
f ^-shore. Seismic and advance geologi- 
if ^1 surveys are to be carried out soon in 
^ Jds year. An aeromagnetic survey has 
)ready been completed. About 14,000 
Metres of exploration drilling is envisaged 
f 5 be taken up in this on-shore con- 
)ssion. 

: 

- Additional Exploration 

0 ; Oil India may also be entrusted with 
n: 16,850 sq kms area in Jaisalmer in 
lajasthan for exploration. A sum of 
i' ;$ 75 crores has been proposed for gco- 
>gical surveys and exploration drilling 
f^; f fix wells (24,000 metres in aggregate) 

I this tract. 

^ With the full take-over of Oil India by 
V ic Union Government, the operations of 
\ us undertaking may be expanded fast as 
.e bid for interesting foreign explorers 
^ . 15 on-shore and 17 off-shore blocks 
T is not met with much success as yet. 
j >inc 13 parties arc stated to have shown 
terest in these areas. None of them, 
iwcvcr, belongs to the group of “ma¬ 
rs’*. The final discussions with the 
irtics that have made offers are expected 
take place .shortly. 

So far as the take-over of Oil India is 
ncerned, a three-member team of 
irmah Oil Company, which was in New 
slhi recently, is expected to be back 
, Xt month. It has been apprised of 
H t parameters of the take-over. The 

Oil Company, a subsidiary of 

i- 

% annul goaNouiBT 


Burmah Oil Company, which owns the 
Digboi refinery, too is to be taken over. 
The two take-overs have been de-linked 
from each other to expedite Oil India’s 
takeover first. Negotiations for taking over 
the Assam Oil Company are expected to 
start soon after the talks with Oil India 
arc completed. The agreement in respect 
of the Assam Oil Company may be reach¬ 
ed towards the end of this year. 


Stately Trading 


On complj-tinc; a quarter century of its 
existence, the State Trading Corporation 
of India (STC) has highlighted its activi¬ 
ties and achievement.s and has explained 
how “that impossible dream of 25 years 
ago is today’s silver jubilee success”. It 
has said that its record has been “a 
history of consistent success*’ as an im¬ 
porter of essential inputs, as an exporter 
of various goods, as a direct trader in 
selected goods, and as a partner in joint 
ventures. There is no doubt that the STC 
has played a vital role in the country’s 
export and import trade and it has reasons 
to celebrate its silver jubilee. But consi¬ 
dering the opportunities and resources at 
its disposal, it could have contributed 
more substantially to the growth of our 
foreign trade on sound lines. 


For example, the STC should have been 
more active in developing new markets 
and in promoting new products. Its 
annual reports give little information 
about its achievements in these respects. 
The country would like to have more 
details about the quantity and value of 
these new exports over a period of years. 
The occasion of the silver jubilee should 
have been utilised by the STC to tell the 
public clearly about its part in diversify¬ 
ing our export trade in terms of markets 
and commodities. In the sphere of imports, 
the STC's performance has been criticised 
on the ground of its failure to procure 
timely and adequate supplies at competi¬ 
tive prices. It is true that official policies 
have sometimes hindered the STC from 
playing a more dynamic role. For 
instance, sudden ban on exports and hasty 
or faulty decisions in regard to imports 


create difficulties and upset the STC's 
programmes. 

What is however more important is to ^ 
ensure that in the coming months the 
STC undertakes its activities in a more 
realistic and imaginative manner. It 
should concentrate more on the markets 
which are difficult to penetrate and on 
the products which the private trade is 
unable or unwilling to promote. It 
should be able to show better results 
especially in dealing with those countries 
where foreign trade is a State monopoly. 
Our trade with Russia has expanded ^ 
remarkable but not much success has 
been achieved in selling the non-traditionaJ 
products. The Russian enterprises have 
lately shown greater interest in trading 
directly with the private sector in India. 
With the other countries of East Europe, 
our trade continues to be relatively small. 
Even with Yugoslavia, with which India 
has always had the most friendly rela¬ 
tions, our trade has not developed to any 
appreciable extent. The Tandon Com- 

R.J. Venkateshwaran 

Writas from Calcutta 


mittcc on export strategy has made some 
recommendations for expanding the role 
of the State trading agencies. It has 
suggested that there should be some 
healthy competition so as to encourage 
them to show better performance. But 
these agencies can do better only if they 
are given more autonomy and their struc¬ 
ture is so recognised as to facilitate quick 
and correct decisions and their efficient 
implementation. 

The STC has said that on completing 
25 years, it has taken up “new challenges”. 
But is it fully geared to meet them ? Its 
Officers Association recently pointed out 
that the STC’s functioning had deterio¬ 
rated as a result of ‘‘mismanagement”. It 
regretted that though the STC played a 
crucial role in the country’s foreign trade 
with a turn-over of nearly Rs 2C00 crores, 
it had been functioning without a full¬ 
time Chairman for more than three 
months. The Commerce Secretary, Mr 
P.K. Kaul, however, has said that the 
working of the STC had not suffered 
under the existing arrangemeot. But it (s 
not enough if the STC carries on its day- 
to-day administration without difficulty. 
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It h tealMi^ to 

plan its export and import strategy in the 
most effective manner. Can Mr Kaul 
||my with confidence that the absence of a 
Hhole-time Chairman does not handicap 
*c STC from this angle ? 


Cruelty in Calcutta 


The power situation in West Bengal has 
sharply deteriorated in recent weeks and 
ll^here is little prospect of its improvement 
^n the near future. The sl'.ortfall on May 
20 was as much as 169 MW in the morn¬ 
ing and 70 MW in the evening. On seve¬ 
ral other days also during this month, 
power scarcity was felt acutely, resulting 
in extensive and erratic load shedding 
for many hours at a stretch. The Chief 
Minister, Mr Jyoti Basu, held discussions 
whh the Chairman of the State Electricity 
Board and other officials and called for 
their explanation for the poor perfor- 
i^.ance. They gave the usual reasons, 
"such as the low coal stocks at the plants, 
break down of the gas turbine sets, lack 
of funds for the purchase of diesel for 
running the turbines, damage to some 
transmission towers, and theft of compo¬ 
nents. The officials of the Board assured 
the Chief Minister that efforts would be 
made to increase generation and improve 
distribution. But consumers have little 
faith in such assurances. 


The Press Mote, issued by the State 
Governmcnc on May 20, on the power 
situation gave some idea of the leisurely 
and Icthergic manner in which the pro- 
blcm is being tackled. The Note said that 
^a storm had damaged 18 towers early in 
May, carrying 132 KV lines near Farak- 
ka. Theft of components had exposed 
the towers to easy damage. They were 
expected to be restored by May 31. The 
Note also said that a tower carrying 60 
KV lines had recently collapsed in Santi- 
pur and that it would be repaired within 
three weeks. Even if the repairs arc car¬ 
ried out according to schedule, there is 
no guarantee that the towers will not 
again collapse due to storm or thefts of 
components, or other causes. 

Poor capacity utilisation continues to 


1»6tlie bane of the power plants. The Managing Diiectof of the 
Electricity Enquiry Commission which period of 19 years. Meanwhile, Ac Clfl^ 
has been meeting in Calcutta for the past led union is reported to be preisnrb^ 
few months has been told that the Durga- the management of Durgapur Projccta << 
pur Projects had generated 1114 million absorb another 300 worke.^^s alAough 
units in 1976-77. But it had declined to undertaking is already heavily ovwj 
1001 million units in 1977-78 and 693 staffed. In Santaldih capacity utilisation 
million units in 1978-79. In 1979-80, it continues to be at the low level of arouiK 
had improved to 793 million units. Capa- 36 per cent. 

city utilisation in the Projects at 33.6 It is clear Aerefore that the OoveiAf 
per cent is said to be “lowest in the ment has not given serious attention U 
country”. The Chairman and Managing improve the working of the power plants 
Director of the Projects, Mr P.R. Bala- The evidence placed before the Electricilj 
subramanian, in his evidence before the Enquiry Commission by the represented 
Commission, referred to the poor condi- tives of the power plants, trade unions 
tion of the equipments, the high ash con- and business organisations has vividJj 
tent and the abrasive nature of the coal brought out the grave and glaring defici 
supplies, and the long time—as much as cncies in various fields. Most of this infol^ 
10 months—to repair boilers. He revealed mation was known before both to Ai 
that he was the twelfth Chairman-cum- Government and to the public. Even so 

r ^ 

For A Better Future j 

Jmiis'x f irst Plan envisaged a doubling of per capita incomes in 25 years, | 
Actual performance however measured only half the targeud achievement, partly , 
because tmhr id led population growth negated the fruits of development. We are j 
today around 6H6 mill ion ^ of whom nearly otw half live in abject poverty. This 
gravely threatens the country's stability am! renders population control a national ; 
imperative. i 

The recent slackening in family planning efforts has reportedly resulted in \ 
an upward movement in fertility trends which were otherwise happily, if slowly, 
declining. The incremental burden of unwanted numbers inevitably falls on the 
poor and disadvantaged, espt dally women and children. This need not be so, 
as family planning brings the choice and means to every couple to avoid an 
involuntary birth and the devaluation of child and female life. However, only 
little over a/ijth of the 115 million eligible couples is currently eff ctively pro* 
tcctid by any method of family planning. 

High fertility is both the consequence and the cause of destitution and is 
best reduced by a package of social and economic development and well-structured i 
health mcesures. Unfortunately, the thrmt towards equity and basic needs has \ 
been halting although the family welfare programme is central to national develop* i 
ment and human rights. i 

Kerala and Cod's experience demonUratcs tnat social development is 
indeed among the best contraceptives. The new Sixth Plan must therefore \ 
combine population control and family welfare with a development strategy [ 
directed towards the poor. Tha goals of overall development and fertility control ; 
arc not divergent and can and must be linked by a Social infrastructure that i 
ensures an acceptable and rising quality of life to every Indian. 

As concerned citizens w e urge that, like nationni security, the small family \ 
norm and family welfare based on the satisfation of basic human needs must be . 
part of a minimal national consensus, above partisan politics. Such a framework 
will enable Government and people cooperatively to fornudate and implement a 
humane, democratic and voluntary yet vigorous programme of family planning 
with the political support requisite for ensuring a decisive decline in fertility 
v^ithin the present decade. 

This is an appeal from prominent Citizens and 
'Eastern Economist’ 
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iing$ of theCottunhrion ltave 
a useful purpose in focussing 
Qtion on certain aspects of the power 
emblem at a time when the State has 
en passing through a critical shortage, 
j It seems unlikely that the Government 
il*ill take prompt and effective action on 
I findings and recommendations of the 
Jdmmission. But unless the corrective 
lisures arc adopted, the power crisis 
continue to persist. The Govern- 
t has drawn up several schemes for 
1 development of power on a long-term 
j^is. But can these be implemented 
. ^i^ording to schedule with so much chaos 
^ j^ the power sector? Mean^vhilc, the citi- 
will have to put up will all the in- 
^l^^nvcniencc and even cruelly caused by 
"^^rdden and prolonged load shedding. 
l^jThe opposition parlies have failed to 
jf^light the Government's inability to 
j l>^le the power problem. They have been 
t ^Sting their talents and resources in 
j^urting arrest” and in organising futile 
4 .^imonstrations. 'J’hesc parties will be 
ft ijtfng a service to the Stale if they can 
1 ii^cate and enlighten the public on the 
^ reasons for the power muddle and 
J. ^Unpcl the Government to give up its 
’I j^mplaccnl attitude in dealing with a 
alter which affects so vitally not only 
:c living conditions of the people but 
t the economic progress of the State. 


Plans for Tourism 


15 Mil I ION tourists'’ said Mr A. P. 
.%rma. Minister of Tourism and Civil 
*Viation, last year. “Don't he silly” said 
^ Planning Commission and that was 
end of Mr Sharina's plans. The much 
«kcd about national tourism policy has 
; (^rned out to be a slilbborn baby. So 
:'Sw, instead of having an integrated pru- 
^ %mmc, the ministry intends to approach 
Commission on a piece-meal basis. 
;^is still aiming at the original targets of 
•7 million tourists by 1985 and 3.5 million 
I 'them by 1990. Just lunv it will manage 
• attend to so many—as.suming that they 
j ^ indeed persuaded to visit India in such 
; !i:gc number—is not dear. 

^Meanwhile, in iis current spirit of hash- 


;t 4STORN BCONOMflsr 


oii'*regardle&8, the Ministry hot'drawn up 
a (sort of) blueprint to promote tourism. 
427 centres and 59 circuits have been identi¬ 
fied for intensive tourism development. 
The State Governments are expected to 
do their bit by providing the infmstuctUre 
of roads, water supply and electricity. If 
the State Governments do show the same 
enthusiasm as exhibited by Mr Sharma, 
the trade will certainly receive a shot in 
the arm. The large private sector chains 
have often expressed their willingness to 
set up hotels in various spots of potential 
tourist interest, but have been hamstrung 
due to the inadequate (or totally absent) 
infrastructure. 

Reluctant Commission 

Tourism development docs not consist 
merely of advertising abroad, telling 
people there what a splendid country 
India is. Ninety nine per cent of the work 
has to be done at home-'and that costs 
money. According to one estimate, India 
will require an additional 25,000 rooms by 
1990 to cater for the needs of 3.5 million 
tourists. Another estimate has shown 
that even if the present rate of accretion 
to rooms is doubled, there will still be a 
gap of 10,000 rooms in 1990. This is the 
essence of tlie problem—you can get ’em 
but where will you put ’em ? With the 
Planning ('ommission obviously reluctant 
to go along with Mr Sharma’s plan - 
which, incidentally, would involve heavy 
expenditure on airports and road develop¬ 
ment-it is extremely unlikely that India 
will receive as many tourists. 

One important aspect of the travel cir¬ 
cuits drawn up is that a large number of 
new centres which are not on itineraries 
of tourists and which lie in relatively 
backward aicas of different States have 
been included in the circuits for attention. 
This would help develop those areas and 
provide opportunities to tourists to sec 
new places in the diversity of India. 

The travel circuits are to be developed 
on an integrated basis and after preparing 
the inventory of existing facilities; schemes 
are being earmarked at each tourist centre 
for the particular sector, vi/. Central, 
State or private for being taken up. Also 
it is proposed to coordinate these deve- 
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and units by constant monitoring towards 
integrated development. 


Tighter Credit 


With a view to containing the pressure 
of money supply with the public on the 
price level, the Governor of the Reserve 
Bank of India* Dr l.G. Patel, has announ¬ 
ced that the cash reserve ratio of banks 
Will be raised by half a per cent to 6.5 
per cent by the last Friday of July and 
by a similar extent to seven per cent by 
September II. From luly I, the discre- 
tionery refinance rate and the bills re¬ 
discounting rates will also be put up by 
three per cent to 14 per cent. 

No change, however, has to be elTected 
in the commercial banks deposits and 
lending rates as well as in the .statutory 
liquidity ratio of 34 per cent. Banks will 
be required to meet within the above para- 
metres their normal credit requirements. 

The Reserve Bank hopes that by exer¬ 
cising proper judgement, banfc.s should be 
able to ensure that credit expansion dur¬ 
ing the current slack season as also over 
the entire 1981-82 financial year will not 
exceed the exp^msion in the last slack 
season as well as the financial year. The 
raising of the cash reserve ratio is expec¬ 
ted to bring down the availability of funds 
for lending purposes by about Rs 350 
crores. The increase of three per cent in 
the discretioncry refinance rate and the 
bills re-discounting rate is aimed at en¬ 
suring that banks will seek refinance from 
the RBI only for urgent and unavoidable 
requiremeuts. 

In the interest of promoting exports, 
the legitimate credit requirements are to 
be met fully and at reduced cost. The 
interest charged by the RBI on refinance 
in respect of export credit is to be brought 
down from ten to nine per cent with 
effect from June I. 

Keeping in view the recent revision in 
interest rates and changes in ^the yields 
on government securities, the interest 
payable by the RBI on balances of banks 
with it is to be raised from 6,5 to seven 
per cent with effect from June 1. 

MAY 29 , mi 



Window on the World 


IMF Gold Sales Yield 

Dollar 4.6 Billion! 


In May 1980, the International Monetary 
l^und completed the four-year gold sales 
programme through which 50 million 
ounces, or one third of the Fund’s gold 
holdings at the beginning of the period, 
were sold. 

The programme was derived from 
agreements by the Interim Committee in 
1975 on the future role of gold. As pari 
of these agreements, one sixth of the 
Fund’s gold (25 million ounces) was sold 
at the former official price of SDR 35 
an ounce directly to the 127 countries 
ll^ that were members of the Fund on August 
31, 1975 and one sixth was sold at public 
auction for the benefit of developing 
member countries. The proportion of 
the profits from the sale of gold that 
corresponded to the share of quotas of 
these countries on August 31, 1975 was 
transferred directly to each developing 
country in proportion to its quota, and 
the balance was used to finance loans by 
the Trust Fund, which was established 
in May 1976 under the Fund’s adminis¬ 
tration and was terminated in April 1981. 
The Trust Fund provided highly conces¬ 
sional balance of payments assistance to 
^eligible developing member countries. An 
eligible member qualified for a Trust Fund 
loan if the Fund, as Trustee was satisfied 
that the member had a need for balance 
of payments assistance and that it was 
making a reasonable effort to strengthen 
its balance of payments position. 

The Trust Fund’s assistance was made 
in the form of loans to support pro¬ 
gramme of balance of payments adjust¬ 
ment and was provided in two periods, 
each of two years’ duration. A total of 
SDR 2,991 million was disbursed over 
nJfche four years to 55 member countries. 

During the four years of the gold sales 
programme, a total of 25 million ounces 
of gold was sold for the benefit of deve¬ 


loping countries, and the profits totalled 
54.64 billion. Of this, $1.3 billion was 
distributed directly to 104 developing 
member countries. Iraq, Kuwait, Lib) a, 
Qatar. Saudi Arabia, the United Arab 
Emirates and Venezuela made irrevocable 
tranfers of their shares of the profits to 
the Trust F'und; a partial transfer was 
made by Yugoslavia, and Romania lent 
part of its sliare to the Trust Fund. The 
amount that was available for Trust 
Fund loans was SDR 3.0 billion (more 
than $3.7 billion), including income from 
investments and from loans made. 

Trust Fund loans bear interest at the 
rate of \ of 1 per cent a year and arc to 
be repaid in ten semiannual instalments, 
beginning in the sixth year. 

Following the termination of the Trust 
Fund, the first SDR 750 million equiva¬ 
lent of repayments of its loans, will be 
available to finimee a Subsidy Account 
for the supplementary financing facility, 
an amount to be augmented by bilateral 
contributions now under negotiation. 
Sixty-nine low-income developing member 
countries arc eligible for a subsidy not 
exceeding 3 per cent per annum, and the 
further 14 members, with higher per 
capita income are eligible for a subsidy 
at one half of that rate. 

After the transfers to the Subsidy 
Account have been completed, Trust Fund 
loan repayments and interest payments, 
will be accumulated in the Special Dis¬ 
bursement Account. SDR 1.5 billion will 
be used to provide balance of payments 
assistance on concessional terms to deve¬ 
loping member countries in need of such 
assistance, under arrangements broadly 
similar to those available under the Trust 
Fund. The remainder of the repayments 
will be used to provide assistance to low- 
income developing member countries in 
accordance with a decision to be taken 


not later than June 30, 1986. In thi 
absence of such a decision, the remaindo 
would be used in the same way as thi 
first SDR 1.5 billion. j 

After the Second Amendment of thj 
Articles of Agreement entered into foroi 
on April I, 1978, the developing membe| 
countries that participated in the direej 
distribution of profits from gold sales ha<j 
the option to purchase gold in the aud 
tions through non-competitive bids. Thej 
could buy up to the part of the 25 millioi 
ounces that corresponded to their shai< 
in Fund quotas on August 31, 1975| 
During the period when this option coulc 
be exercised, 13 members bought 1.4^ 
million ounces of gold. | 


The Oil Market Reacti 
to User Restraint ■ 


The INTERNATIONA!, oil market has stai 
to react to world-wide consumer restrain) 
Saudi Arabia has lowered its prii 
for the additional oil produced to oi 
the shortfall created by the lran-lra< 
dispute by about $5 pcrbbl: and cvei 
Libya, one of the OPLC hawks, might b 
preparing to reduce its crude prices. 

The oil market the world over is in 1 
cleft stick, and some OPLC member 
don’t mind at all. 

They want those of their partners wh) 
keep hiking the prices to realise at lai 
that the world cannot be milked at will.: 

Jt was to a large extent the high pric^ 
policy of OPLC that caused the globi 
economic turbulences—a dcvelopmci 
which inevitably had to lead to energy 
saving measures. 

These measures have been furthi 
bolstered by voluntary economies whh 
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I wen on their way to becoming second 
Iture and replacing the former waste 
atality. 

Even the United States—a notorious 
rgy waster—is tightening the energy 
\lt as subsidies fall away. 

The economy tide has thus gripped the 
hole of the industrial world, and even 
developing countries which depend 
I simple energy technologies that are 
oil-based have been seized by this 
aving drive—and not only for lack of 
aoncy. 

As a result of this combination of an 
conomic slump and self-restraint in 
nergy consumption, oil tanks are full to 
le brim. 


Sensitive Market 

The sensitive Rotterdam-Amsterdam- 
fiintwerp market which, like a seismo¬ 
graph, registers all surpluses and shor- 
fages, now offers petrol and heating oil 
prices far below those of domestic 
Isfiaeries. 

MM. 

The beneficiary is the consumer of light 
:j\eating oil. the price of which on the free 
^asrket has been falling continuously in 
, he past few weeks. 


; The petrol situation is different—-partly 
: because, while consumption per vehicle 
.^as gone down considerably, the rising 
^umber of vehicles has nullified the effect. 
^ ^48 a result, petrol consumption is either 
^^|tagnating or rising slightly. 

> The North German market, which 
'tsually shows trends a few weeks ahead 
' the rest of the country, now shows 
j jitear differences between free and fran- 
:^^hised filling stations—in some instances 

E 9 pfennigs per litre. 

Morists have a keen nose for such 

This means that the big oil companies 
have to come up with some bright 
[[Ideas lest their customers run to the 
|;^eap competition. 

Even so, it is unlikely that the price of 
t|)etrol at the franchised pump will go 
S;iown markedly. 

f;l The reason for this is simple. It would 
^Ije disastrous for the big oil compames to 
jluy cheaply abroad and discontinue the 
liti^ut of their own refineries at home, 
a time when free markets were con¬ 


siderably more expensive it was these very 
domestic refineries that prevented exces¬ 
sive price fluctuations. 

Light heating oil is dififerent—if for no 
other reason than because its production 
is coupled with petrol refining making for 
a glut in the heating oil sector. 

But since the current demand for heat¬ 
ing oil is virtually nil, the only thing that 
will make people buy is a reasonable 
price. 

It does the oil suppliers no good to be 
stuck with full heating oil tanks for which 
they have no buyers and to know that 
more oil will be coming their way as a by¬ 
product of petrol refineries. 

As a result, both the big multinational 
corporations and free dealers will have 


little option but to make concessions to 
the buyer. So energy saving pays after all. 

—Aw/fgar/er Nachrichten 


Recycling Metals 


Tons of aluminium, iron and copper are 
lost each year in the form of machine 
turnings, called swarf. Canadian Govern¬ 
ment scientists have developed the techno¬ 
logy that could reduce this waste. 

Machine swarf is produced in quantity 
in production machine shops, in metal 
and alloy billet making plants, and in 
integrated facilities for producing semi¬ 
finished metal products. In the order of 


Growth Vs Discomfort 

The New York Stock Exchange {NYSE) says its "^economic perfor¬ 
mance index"' (EPI) is a useful tool for comparing different economies over 
time. It is certainly simple ; 

real rate of gdp growth _^ 

unemployment rate+inflation rate 

The EPI is a ratio of the economic growth rate and the combined rates 
of inflation and unemployment {the denominator is essentially a revival of 
the late Mr Arthur Okun's **discomfort index"). The higher the grawth rate 
the higher the EPI; the higher the inflation and unemployment rates, the 
lower the EPI. The NYSE calculated EPls for 1960-75 and 1914-80 for 
eight countries. For example, between 1974 and 1980 the United States 
averaged 2.4 per cent real growth, 9.1 per cent inflation and 6.8 per cent 
unemployment. So its EPI was 15.2. 

The ratio gives heavy weighting to growth—more, indeed, than to the 
other two components. It does not measure quality of life, or even living 
standards. But it gives a rough and ready guide to relative economic per¬ 
formance over a period of time. If the United States is given an EPI of 100 
in both periods, then each country's index is lower in the second period. In 
other words, their economic performance has fallen relative to America's. i 

Economic Performance Index : 1960-1973 and 1974-1980 j 



mo-1973 


1974-1980 

Japan 

145.9 

Japan 

37.8 

West Germany 

J23.9 

West Germany 

29.0 

France 

85.5 

France 

18.0 

Italy 

67.7 

Canada 

16.5 

Canada 

64.2 

Sweden 

15.3 

Sweden 

55.6 

United States 

15.2 

United States 

50.4 

Italy 

13.4 

United Kingdom 

43.1 

United Kingdom 

2.2 


—The Economist, London 
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2 b$ierceatW^'tiillla 1 e 9 (b up asswatf 
during the various machining operations 
in the manufacture of finished metal parts. 

« some cases the loss could be as high 
SO per cent. 

To a recycler, swarf is easy to reclaim. 
Unlike obsolete scrap, such as old car 
bodies, it is relatively easy to segregate. 
In most cases, it is produced on the site 
in large quantities of a given alloy type, 
and thus can be directly recycled to the 
alloy making process. Usually it is rc- 
meltcd, but this process is energy intensive 
and is characterised by high oxidation 
losses because the swarf is finely divided. 


Recycling Swarf 

Scientists at the Department of Energy, 
Mines and Resources considered the 
tremendous savings if this metal could 
be recovered in useful form by methods 
like direct rolling or extrusion. A survey 
of possible processes for iccycling swarf 
without remclting showed substantial 
energy saving. For example, recycling by 
l^crnating processes would require only a 
Third of the energy for steel and about 
two thirds for aluminium. 


The next question was- can a useful 
product be produced by the non-melting 
route ? 


To answer this question the scientists 
carried out a programme to produce steel 
sheet and aluminium rod from turnings 
without remelting. 

Turninigs of a bar of carbon steel, 
coated with machining fluid, were com¬ 
pacted in a steel die to produce cylindrical 
billets 51 mm in diameter by 51 mm high. 
I^jhese billets were coated with graphite to 
^Vbtect them from oxidation, heated to 
1100 degrees Celsius in an atmosphere 
t containing argon, then rolled into sheet 
1.3 mm and 1.8 mm thick. 


The recovered scrap sheet compaies 
favourably with the conventional sheet 
and analysis shows little or no loss of 
carbon or other alloying elements. 

To convert aluminum turnings to ex¬ 
truded rod, turnings from an alloy bar 
Were cleaned and compacted in a steel die 
to give cylinders 76 mm in diameter by 
••►mm long. For extruding, several billets 
were placed end to end in an extrusion 


'- 

PakUtan Population Now 84 Million , I 

Although public announcement of the preliminary official report on the ’ 
Fourth Decennial Population Census has been delayed for some imprecise j 
reasons, it is believed that the population growth during the last decade has 
exceeded official estimates. 

It is learnt that the population is now 84 million. According to the last ^ 
census held in 1972 the country's population was 65.3 million, thus a net ' 
population increase of 18 J million over a period of nine years has been 
recorded. 

On the eve of the population count {March 1-15 this year), it was announ^ 
ced that some broad facts up to the district level would be available to the 
press within a month after the enumeration. Thus the preliminary official ' 
report was due in mid-April, Moreover, census in *Azad Kadimir" and most 
parts of the snowbound northern areas is also stated to have been comple¬ 
ted, but it is still not certain how soon the preliminary report would be made 
public. 

That the population growth has exceeded official expectations is evident 
from the official report published in January this year according to which the 
population was estimated to be 80.2 million-calculated on the basis qf a 
net growth rate of 2.19 per cent per annum. Evidently, the growth rate has 
been at least 3 per cent per annum during the past nine years. The impact 
looks even more sizeable when it is realised that in 1951 the (West) Pakistan 
population was stated to be only 33.7 million. In three decades it has 
expanded about two and a half timesl 

Yet another disconcerting fact emerging from the figures is that popula¬ 
tion planning, although officially started under the First Five-Year Plan 
(1955-60), Im not been able to make any appreciable impact. 

—DAWN Overseas. 

< _—- 


press chamber, heated to 456 degrees 
Celsius and extruded into a rod 19 mm 
long and 9.5 mm in diameter. 

The tensile and impact properties of 
the extruded rod show that it is even 
stronger than the conventionally produ¬ 
ced aluminum alloy and has seven times 
the impact strength. 

One of the researchers. Dr H.M. Skelly, 
believes that material with properties at 
least equal to and very possibly superior 
to conventional material can be produced 
by processing swarf without rcmelting. 
The process, in addition to conserving 
metal, is moie energy efficient and pro¬ 
duces less pollutiou than the present prac¬ 
tice of remelling. It also eliminates the 
necessity of replacing alloying elements 
lost during remelting. 

However, the recycled swarf docs not 


have the same properties as the parent 
metaland could not supply the same 
market. To be economically feasible, new 
markets would have to be developed. 


Central Banks’ Lending 
to IMF 


The IMF has reached agreement in princi¬ 
ple with the central banks or official 
agencies of 13 industrial countries under 
which they will make available the equiva¬ 
lent of SDR 1.1 billion over a commitment 
period of two years to help finance the 
Fund’s policy on enlarged access. About 
one half this amount will be made avail¬ 
able to the Fund under a borrowing agree¬ 
ment with the Bank for International 
Settlements (BIS), and the balance will 
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The future is even more promising. 


NOW from 

Reliance Textiles 
l3.5ZConvertible, 

Fully secured Debentures. 

lb partly finance their Rs. 79.50-crore 10,000 tonnes/annum 
polyester filament yarn project, being set up in technical 
collaboration with DuPont of U.S.A., Reliance "fextiles will soon 
offer to the public Convertible, Fully Secured Debentures 
of Rs. 125.^,.aggreflat|nfl.tolte.-24 crof^ . 



yreasuTOwiiif iw--. 


Total Safety. The Debentures are fully secured 
\ 1^21 against the fixed assets of the Company. 

Easy Liquidity. The Debentures will be listed on I 

Bombay, Ahmedabad, Delhi, Calcutta, Madras and 
Bangalore Stock Exchanges to ensure easy liquidity. I 




Guaranteed Fixed income. 
13. 5% per annum. 



Appreciation. Allotment of one Equity Share of the 
Company (present market price: Rs. 95) per 
Debenture for only Rs. 25, on August 31,1982 
—giving the investor the benefit of capital 
appreciation and a share in the Company's future 
prosperity. 


S Rich Returns: 54% or more. Assuming that the 
Share price at the time of allotment will be Rs. 100, 
the investor's net investment on each Debenture will 
be only Rs. 25, whereas he will continue to get an 
annual interest of Rs. 13.50 on Rs. 100, that is 54%. 

More the Share price, more the returns. In addition, 
the investor will receive his principal amount of 
Rs, 100 on redemption, free of tax. 


Bonus. Reserves of the Company and the present 
)4>v guidelines on Bonus Issues should enable the 
Q 1 Company to declare Bonus Shares in 1982. In that 
Vy event, number of Equity Shares to be allotted will 
stand augmented. 



The past has been full of rewards-. 


Appreciation/Returns 
(till April 1981) 


Share price Present Share 
when offered price (April 1981) 


Equity Shares 

November 77, Rs. 10 each 


Debenture Series I 
October 79, Rs. 500 each 


Debenture Series n 


1155% appreciation ar\6 
a dividend of Rs. 11.37, in 42 months Rs. 10 


A return of 

Rs.487(97%) in 19 months 


Appreciated to Rs. 160 in 6 months 



November '80. Rs. 125 each +12% interest per annum 


PRESENT DEBENTURES 
Rs. 125 each 


13.5% interest per annum 



Rs. 95 

Conversion on 31.12.1981 


Rs. 95. Allotment of 
one Share on 31.8.1982 



The existing Shareholders, Debenture-holders of Series I and I and Depositofs 
in the Company will be offered these Debentures on a preferential basis. 



Reliance Textile industries Limited 

Registered Office: Court House,Tilak Marg, Dhobi Talao, Bombay-400002 
















ifiri^Wcd by iilbe t^unc) uiiiier ilirett 
aural arrungeiiKnts with the lenders. 

13 countries are Austria, Belgium, 
tiada, Denmark, France, the Federal 
[)ub!ic of Germany, Italy, Japan, tlic 
Slctherlands, Norway, Sweden, Switzer- 
^nd and the United Kingdom. 

The Fund also expects to enter into 
angements with central banks of mem- 
rs other than tho c above on substan- 
Uy the same terms as the agreement 
iith the BIS. 

,]^e Fund recently concluded a loan 
hSptement with the Saudi Arabian Mone¬ 
tary Agency (SAMA), under which the 
?^|bnd may borrow up to SDR 8 billion 
jlwer the next two years, with the possi- 
Jlity of an additional SDR 4 billion, to 
^'fnance the enlarged access policy. The 
^^iund is pursuing discussions with a 
fomber of members whose balance of 
fiymcnts and reserve positions are suifi- 
iSmtly strong to enable them to make 
i ^dium-term arrangements with the Fund 
IN the same lines as the agreement 
ith SAMA. 

,\j'Thc enlarged access policy enables the 
'iind to extend assistance to membeis 
Countering serious balance of payments 
‘ Acuities to obtain larger amounts than 
' Vilable under stand-by and extended 
rangements, to be financed in specified 


licies on c^iiittonatlty, ci^pdratiuSi 




formance criteria. 

The present further step in the Fund*s 
borrowing programme represents the frui¬ 
tion of discussions that have been in pro¬ 
cess for several months with the support of 
the good offices of the BIS. 


Japan-GDR Industrial 
Cooperation 


Japan’s shipyards are using technology 
from the German Democratic Republic 
in important production processes. 
Plasma melt cutting machines from the 
GDR are proving their worth in cutting 
steel plates and thick metal sheets to 
shape for Mitsubishi heavy industries on 
Nagasaki Bay, in the Sumitomo Shipyards 
for Kawasaki heavy industries and in 
Japanese steel and rolling mills. The 
plasma equipment was built into automa¬ 
tic machines which the users developed 
for their needs. The GDR has so far 
made 76 deliveries of such equipment to 
Japan. 

Industrial cooperation between Japa¬ 
nese and GDR firms has been consider¬ 
ably extended in the past few years. In 
the meantime, there are many examples, 


the two sides. 

Different equipment developed in the 
Erfurt metal-forming vtorks is manufac¬ 
tured or completed in Japan under GDR 
licences. The Japanese car industry has 
been using equipment from Erfurt since 
early this year. 

Among the dilOferent forms of indus¬ 
trial cooperation, collaboration with the 
Mochida firm, one of Japan's leading 
pharmaceutical works, has a prominent 
place. The enterprise imports Trapidil 
from the GDR and uses it to produce 
the cardio-circulatory preparation, Rocor- 
nal. This brand name was also taken 
over from the GDR. Cooperation in the 
industrial field has undoubtedly contribut¬ 
ed to bilateral economic relations reaching 
a new quality, which GDR party and State 
leader Erich Honecker referred to when 
receiving Japanese economic and Govern¬ 
ment representatives in Berlin in March. 

In the quadrupling of bilateral trade 
between 1977 and I98(),--it is to double 
again in the next two to three years—the 
wide-ranging forms of industrial, scientific 
and technical cooperation were 
among the elements of this successful 
development. Latest agreements in carbo- 
chemistry and on the use of GDR open¬ 
cast mining technology by Japanese firms 
show only one direction being taken by 


|oportions from ordinary and borrowed ranging from mechanical engineering to Japan in future industrial cooperation 
Sources, in accordance with existing po- pharmacy, which show the usefulness of with the GDR. 


^ f^ Where the Capital Came from 




' \ $ Million) 
r jhintry 

; _ 

New Flow from 
Apencits* 

Net Official Bilateral 
flowf 

Net Private Capital 
Inflow 

OPEC Assistance 

Total Net Capital I 

Inflow 1 

1077 

1078 

1070 

1977 

1978 

1979 

1977 

1978 

1979 

1977 

1078 

1979 

1977 

1978 

1979 

[i^nistan 

51.5 

44.1 

52.5 

27.6 

.32.0 

68.4 

-^41.2 

0.7 

-.0.7. 

21.5 

18.4 

8.3 

100.4 

95.5 

129.0 

l^ialadesh 

215.0 

205.8 

404.3 

384.3 

664.7 

775.2 

- 0.2 

11.1 

6.1 

165.0 

26.8 

13.3 

765.0 

998.4 

1,198.9 


47.1 

120.1 

104.8 

54.2 

156.4 

262.7 

4.5 

81.4 

104.2 

_ 



106.0 

358.1 

471.7 

'PlA 

510.0 

563.3 

615.7 

434.2 

612.5 

7.31.4 

- 49.1 

-102.1 - 

-128.9 

133.8 

218.9 

45.0 

1,408.9 

1,292.6 

1,283.2 


291.8 

23^.0 

296.8 

516.1 

678.8 

605.2 

60.3 

504.2 

520.5 

29.3 

28.4 

5.0 

897.5 

1,446.5 

386.5 

204.5 

390.2 

448.2 

311.4 

516.6 

334.0 

726.2 

580.0 

912.0 

48.4 

57.8 

20.2 

1,.380.5 

1,539.6 

1,714.4 

|sr„' 

1 'iilippines 

90.3 

87.8 

116.3 

92.3 

66.6 

91.2 

- 70.4 

128.9 

475.8 

7.5 

0.1 

5.2 

128.7 

292.4 

68R.S 

40.1 

36.0 

50.7 

37.4 

30.6 

82.4 

0.2 

0.6 

3.6 

4.5 

1.6 

3.5 

82.2 

77,8 

140.2 

204.0 

271.9 

215.8 

331.2 

355.0 

421.2 

23.1 

20.4 

23.2 

59.1 

97.7 

42.1 

617.4 

745.0 

702.3 

L*0.0 

212.8 

338.0 

20»).8 

209.3 

264.3 

359.6 

639.2 

558.5 


_ 

3.0 

710.4 

1,061.3 

1,163.8 

i - Lanka 

61.4 

104.9 

84.2 

118.7 

215.8 

231.3 

- -12.9 

- 11.5 

-4.3 

77 

0.1 

4.5 

174.0 

.315.3 

315.7 

1 i wan 

--I8.5 

- 24.5 

-^11.3 

98.4 

42.0 

162.7 

-.52.1 

— 17.6 

255.7 

3.3.8 

19.7 

21.5 

61.6 

19.6 

428.6 

I '^iland 

123.8 

224.8 

258.7 

129.4 

181.1 

376.0 

20.4 

228.0 

310.0 

0.3 

1.8 

3.1 

273.9 

635.7 

947.8 

m ^ 

S ^ 

47.6 

J61.2 

106.7 

200.5 

208.3 

249.3 

57.1 

89.0 

62.5 


— 


.305.2 

458.5 

418.5 


jj_--—---—--- 

^ Includes Arnb/OPEC' miiltilaieral institutions. Excludes IMF financing (other than Trust fund loans), COMECON assistance, aid from other 
||3loping countries and private agencies. fRJwludcs OPEC and socialist countries. 
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Reliefs for Small Units 

Paresnafh Chattopadhyay 


Point of View 

%ime-Bound 


Not all the favour shown to the small Industries, according to 
the author, is deserved. There are many fake units which exist only 
to receive Government largess. One of the tests of a viable small 
unit shouid be how soon it gets out of the definition of being small. 
The Government's concern so far has been with the creation of 
employment. Though technological innovation is not unknown In 
1^ small scale industries, it has remained localised. Performance 
account, both physical and financial, should be introduced to find if 
the incentives given are well utilised as weil as to see if any 
reorientation is required. 


It has been on cards that Government 
intends to fix a time-limit on various 
benefits dispensed to the small-scale 
industry. The purpose is to ensure that a 
steady and constant rate of growth was 
maintained by the units receiving such 
benefits. It has been mentioned in favour 
of imposition of the time-limit that it 
essential to make the small units 
more competitive in their production out¬ 
look instead of becoming fathomless pits 
for receiving Government subsidies going 
waste all the way. The Minister of State 
for Industry, Dr Charanjit Chanana, 
recently remarked that only so long as 
small was growing that it was beautiful. 
Otherwise, it became a dwarf. This reali¬ 
sation rather at the fag-end of the day 
raises several issues about which perhaps 
Government is not well aware or is not 
sensitive enough to react in proper time. 
We recount some of these issues for their 
relevance today and tomorrow. 

It is necessary to underline that the 
%vouritism shown to the small industries 
sector is not all deserving, There are 
several reasons that can be ascribed. One, 
many of the small-scale units have had 
their existence only for receiving benefits 
from the Government. The observation 
is corroborated by the findings of the last 
census of small-scale industries in difie- 
rent States where almost 25 per cent of 
the units registered did not have any 
physical existence. Two, small-scale units 
have been sponsored and nurtured by 
entrepreneurs belonging to families con- 
*!)ected with medium and large industries. 
Some of the benefits dished out to them 
have somehow found their way into these 


medium and large scale industries. Three, 
due to the incentives given, small indus¬ 
tries have been established in areas where 
scale economies are a key. The disecono¬ 
mies of small scale have not always been 
due to diflerenlial benefits accorded 
to small-scale units and disincentives to 
large-scale units. Four, small entrepre¬ 
neurs have found it conven’ent to estab¬ 
lish more than one small-scale unit 
rather than to allow their existing small- 
scale units to grow into medium and 
large size. Five, some of the handicaps 
in the way of better performance of this 
sector are widely known such as procure¬ 
ment and marketing. Correctives and 
building up of infrastructure, have, how¬ 
ever, been very sluggish. Six, the con¬ 
sultancy and other services organised by 
SIS] have been inadequate in respect of 
preparation of feasibility studies for 
particular projects in particular areas, 
appreciation of current problems, know¬ 
ledge of current prices, knowledgeability 
in different lines of activities and stream¬ 
lined service of the kind that SllCOM is 
reputed for. The staffing pattern of SISl 
has also left much to be desired at pre¬ 
sent, bureaucratic orientation spoils the 
objectives behind their establishment. In 
the circumstances, little wonder that 
many small-scale units even in industrial 
estates have found their going tough 
because of several factors, particularly 
that while Government incentives are 
channelled for new entrepreneurs or new 
enterprises, these are not as much orient¬ 
ed to running these cnteiprises on efficient 
lines. 

It is, therefore, appropriate that the 
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Development Commissioner, Smajl 
Industries Organisation, New Delhi 
underlined that a sure test of growth ie 
small industry was how soon it got out ol 
the definition of being small and gradual 
ed to higher status in terms of investmetsl 
and Production. According to him, there 
were 4 lakh units registered as small-scale 
enterprises and almost an equal number 
functioned as unregistered units. Of these 
about 690,000 units were stated to be 
maintaining bank accounts. | 

Doubtful Progress 

No doubt the number of small** 
scale units has gone up by leaps 
and bounds in different areas of the coua*- 
try, there is scope for questioning any 
complacency on the ground that these 
units are functional units, least of it oq 
healthy lines. While a large investment 
has gone into this and a promise of gar-i 
gantuan employment has been there, their 
malfunctioning has created more prob-j 
lems. The focus of Government policy atj 
present is on creation of employment 
opportunities and technological growth of 
entrepreneurs. However, while high level 
technology has not been unknown in the 
small-scale sector in this country, such 
technology has remained somewhat local¬ 
ised and individual technologically orient¬ 
ed entrepreneurs are known to have 
struggled hard for eking out a living from 
their pursuits. 

The technician-entrepreneurs have not 
so far received a fair deal cither front 
banks or from financial institutions. Per 
head sanction for financing their schemes 
has generally been around rupees one 
lakh while almost no provision could 
be made by the financial institutions 
regarding their working capital require¬ 
ments. Thus, the technician-entrepreneuri 
have had to dance attendance to differmit^ 
Government depaitmcnts for sanctions, 
incentives, rebates and reliefs and licen* 
ces. The requirements of marketing per- 
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lionneland finance have been left gene¬ 
rally to fend for themselves even when 
4heir own grounds, production and 
^ technology, have been quite strong. A 
policy lag can be easily noticed in the 
aense that their total requirements have 
not been looked after by any single 
agency and the running about required of 
them has essentially been for causes for 
which they are not known to be widely 
knowledgeable. On the other hand, even 
when sanctions have been made on the 
basis of the schemes submitted by them, 
technician-entrepreneurs have found that 
actual disbursements have trickled down 
over time in doses inadequate even for 
financing their projects. Best use of such 
^ funds could not be made because of this 
jj. absence of yynchronizalion of requirement 
l^and disbursal. 

fi The policy adopted by the Government 
|i to reserve certain areas for the small- 
scale sector and to accord preferential 
I treatment to this sector with refer- 
- 


ence to 
and also 


certain taxes and duties 
to earmark product items 
^ which could be manufactured only by 
^small-scale units have in effect been 
; ^ tantamount to affecting the quality of its 
;^pr(ducts and pushing up the prices 
which carry elements of subsidy on ineff¬ 
iciency. In the circumstances, the long term 
1 impact has been far-reaching, eating into 
\the vitals of the sector, on the one hand, 


j and of the user industries, on the other. 

i. Lack of Competence 

The reservation policy was naturally 
t intended to protect the small-scale 
i^^^ior against encroachment by the 
i^edium and large-scale enterprises. The 
fieservation aspect is sought to be m?de 
^ore responsive to needs through a 
■^jeommittee of officials which ensured 
fthat there was no bias exercised in 
? 15 selecting or droppi g items from the 
%eserved list of products for the small- 
;^scalc sector. Reservation depended cssen- 
^♦jtially on the competence and usefulness of 
;^hc sector to handle such items. Though 
IGovernmcnt has sought to provide essen- 
itial institutional set up for strengthening 
^thc marketing aspects of the functioning 
kbf the small-scale units and through 
fl^rious types of assistance accorded, 
;':|pr. instance, through direct purchase 





policy by the Government agencies and 
through grant of items produced in this 
sector a price prefeience of 15 per cent 
ovci pur^ha'^e from the other sectors, 
even this was likely to be misused, parti¬ 
cularly when medium and large-scale units 
are in close communication with small-scale 
units enjoying such price preference. Here 
the relationship between ancillary units 
and medium and large-scale units and 
ancillary units inter se has not been well 
defined as regards concessions and reliefs 
with respect to both price preference and 
exemption frem excise duty. A large- 
scale unit would find it convenient to 
purchase an intermediate product from 
a small-scale unit or vice versa. Both 
these possibilities are stressed here because 
in different items forward and backward 
linkages arc noticeable. The reservation 
of 379 items for purchase from the small- 
scale sector is thus not entirely fool¬ 
proof. 


Arrcillary Status 

Government has in view that public 
sector units should grant ancillary status 
to small units with a provision for thirty 
to forty per cent purchase agreement. It 
is said that, if agreed to, this should mop 
up the entire production of the sector. On 
the other hand, as an offshoot of ancil- 
larisation, Goviinment proposed promo¬ 
tion of the concept of nucleus plants for 
industrial development in backward dis¬ 
tricts. This, it is emphasised, is likely to 
build an effective link between the large 
and small-scale units in the country. 

However, a good lot has been heard on 
this issue of development of backward 
areas and several authorities have been 
proposed to be established for looking 
after this aspect. Even nucleus plants may 
ultimately prove to be good for nothing 
if the plant purchas'^ s goods under even 
ancillary relationship from areas outside 
the backward districts which are sought 
to be developed through such plants. 
Examples are not rare that spares, parts 
and components are purchased by mother 
plants from far away places, resulting in 
among other factors, boosting prices in 
an insulated sellers’ market. The proposal 
of the Government to start an interaction 
right from the stage of establishment of 
such units is, however, a good step. Care- 



fii] attention to diflBsrent loopholes is 
called for because it has been the experi-^ 
ence during the last thirty years that in 
spite of the laudable objectives behind 
Government policy, both entrepreneurs 
in the small-scale sector and enterprises 
in the medium and large-scale sector have 
found out several loose-ends to negate 
some of the objectives behind such 
policy. The raw materials canalised for 
use by these small-units somehow find 
their way in medium and large-scale units 
and the small-units stand to gain more by 
price escalations of these raw materials 
than to process them into finished pro¬ 
ducts. 


Intelligence Service 

Tn some ways, therefore, it has become 
necessary for Government to strengthen 
the Central industrial intelligence to keep 
track of the movements in the sector in 
different areas starting from procurement 
of raw materials, processing and manu¬ 
facture and marketing and distribution, f 
Such an intelligence service has become 
essential to impede undesirable move¬ 
ments of raw materials and finished goods 
as also funds in directions other than 
those contempleted. In this respect, an 
essential element of Government policy 
in the future may be to effect registration 
of all small-scale units There should be a 
compulsory criterion for dispensation of 
benefits to small-scale units and non¬ 
recognition of non-regis!ered small-scale 
units for any of these purposes. 

The Government may accord a perma¬ 
nent account number to these registered 
small-scale units to allow them to tako^ 
benefit of different concessions, reliefs and 
rebates from anywhere in the country. 
Such permanent account numbers, though 
given by the Central Small Industries 
Organisation, may be allotted for different 
banks, financial institutions. Government 
agencies and other concerned Institutions 
and organisations may insist that in all 
their official correspondence the permanent 
account number should be mentioned. 

Entitlements allowable to the small 
units having permanent account numbers 
in respect of different concessions and 
benefits should be clearly indicated, so 
that small entrepreneurs are enthused to 
have their permanent account numbers. In 





Irilitioii te tii pdfltuuiDiit aci^ttiit' te the State Ooverniiieiits as it 


iluftibetj altnost parallel to the perma- 
hent accotilit numbers given by the in- 

C ie-tax authorities, the small-scale 
ts may be given passbooks in which 
erent benehts, concessions, rebates, 
reliefs allowed to them may be recorded 
under certification from different autho¬ 
rities. Such passbooks may be for a stated 
time period of one year or two years, 
to start with, which may be extended to 
a further period, say, of five years. Not 
only that this would bring the function¬ 
ing of small-scale units on book but also 
|g|hat their operations and working results 
IWould be reflected in the entries made in 
these books. The forms and formats in 
which small-scale units should submit 
periodical returns to Government and 
their accounts may also be prescribed so 


that different details are available to 
Government. While the coordination of 
such information may be at the level of 
the Centre, the actual administration may 


is now« 

The introduction of performance 
accounts for small-scale sector has been 
suggested. Such performance accounts 
should accommodate both physical and 
financial aspects of their operations for a 
peried of time, may be the accounting 
year. Government should insist on the 
introduction of such performance 
accounts and should provide formats of 
such accounts so that a small entrepre¬ 
neur does not have to repeat the same 
details. 

Once the performance account has 
been prepared and audited, this should 
be taken as conclusive proof for 
different purposes such as utilisation of 
materials, labour, overheads facilities, 
marketing and profitability. Preparation 
of such accounts may be made by a sys¬ 
tem of ‘combination accountants’ analo¬ 
gous to the practice of ‘combination 
managers’ in the United States. One 


accountant employed in fb lif 
estate may look after the accou 
work of all the units in the estate, 
larly, one auditor appointed for a 
for an estate may audit the accounts 
all the units established in the estate, 
addition, such units may be required ^ 
submit performance budget to be coon 
nated at the level of the Cential Minis 
either for the purpose of reorientation ^ 
policy or for the purpose of allocation ^ 
grants, loans, etc. At the level of t 
States, various benefits are often offend 
to the small-units in different lines of acs 
vitics. Such accounts-keeping and bu< 
geting may tell Government in real tem 
the commitments that such policies mi 
entail. At the moment, even the sm^ 
entrepreneurs do not know what tfac 
profit is and how much their produc 
cost. They live in a make-believe wor 
of ignorance and bliss. Time that tb 
was transformed into one of knoledgaab 
policy and action. \ 


hCoal Quality Affects Cement Clinker K. A. Subramaniamj 


Cement plants in India have to contend with inferior 
coal. Two-thirds of coal-fields have coal with 24 per 
cent and more ash contsnt which does not give 
satisfactory combustion. To offset the adverse effect 
of the large content of ash, a higher lime content 
slurry is required. The author who is associated with 
India Cements Ltd. says transport of limestone 
from long distances as well as beneficiation are 
costly. He therefore urges that cement industry 
be given a preferential treatment in the allotment 
of good quality coal. 


India’s ESTIMATED coal reserves 
are about 131,000 million lon- 
nes including ihe tertiary coals 
lipf Assam and Tammu. Of 
the total reserves, about 2.5 
per cent are in the selected 
grade, 17 per cent in grade 1. 
The reserves of non-coking 
coal in India are sizable, some 
95,000 million tonnes, but bulk 
of this is lower grades con¬ 
taining higher percentages of 
mineral matter. As mining 
progresses, the average quality 
of coal is deteriorating year 
by year. Further, while pro- 
pdoCtion has .shown some in¬ 
crease, average ash in the 


raisings is unforlii palely 
steadily increasing. 

The cement plants in India 
have to use under the prcscfil 
circumstances inferior grades 
of coal. The general experience 
shows that two-thirds of coal 
fields in India have coals with 
ash exceeding 24 per cent 
and the coals supplied lo 
different cement plants also 
indicate* ash'* content in the 
range of 28 to 32 per cent. 

Coal is ii mineral that has 
resulted from the accumula¬ 
tion, millions of years ago, of 
decayed plant remains and 
their subsequent consolida- 


tioji under the superimposed 
strata by a complex scries of 
chemical and physical changes 
occurring sometimes under the 
influence of both heat ard 
pressure. Due to variation in 
the intensities of these agencies, 
coals having different charac¬ 
teristics have been produced. 
Depending on the degree of 
change undergone by the 
decayed plants, coals have been 
classified as lignitous, bitu¬ 
minous, scmi-bitinninous and 
anthracite coals. 

The main constituents of 
coal are: moisttlrc, volatile 
matter, ash and fixed carbon. 
The percentage of these pre¬ 
sent in coal determine the 
characteristics of coal, namely, 
its grindability, calorific value, 
ignition temperature, length 
and breadth of flame, ils 
emis.sivity (in pulverized fuel 
firing), coking and swelling 
index. 

In any method of firing. 


the fundi’menial prerequisi 
for achieving perfect combg 
tion are : 

(i) Adequate supply of a 
commcnsuriite with the quai 
lily of fuel; and 

(ii) Adequate time and tu 
bulencc to ensure comple 
combustion. 

l or sjitisfactory combustio 
it is generally accepted that 
residue of 15 to 20 per cea 
on 170^ mesh and 1.5 to 2 
per cent on 72*- mesh is d' 
sired. When the coal is t 
diiced to this degree of fiii' 
ness it means that a lari 
proportion of the particles a: 
very much fmci than thoi 
upper specified limits. Norm? 
ly, the coitisc particles a' 
less than 300-^* while s6^ 
30 per cent of the part id 
are less than 10-^^. 

The required fineness 
grinding of coal will depci 
on the volatile matter cq 
tent and other practical co 
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ations on the size of 
ering zone, behaviour of 
ash etc. The combustion 
Imc of coal particles is longer 
s the volatile matter is lower. 

volatile coals therefore 
^ust be ground finer in order 
achieve satisfactory com- 
pstion within the desired 

r e and to produce the dcsir- 
fiamc length. The overall 
jjne required for burning of 
^al particles, 76 per cent 
jassing 200 mesh and volatile 
getter of 30 to 40 per cent 
^ estimated to be approxi- 
^tely 0.3 seconds and this 
varies as \ ‘d’ being 
£ie diameter of the particle. 
3 Ash composition and Ash 
Ash content of 
is composed of adventi- 
ious and inherent eompo- 
**ents, the forms derived from 
®'ittcrnal matter like clay, shale 
The ash content as deter- 
»|Sined in the laboratory us- 
ll^^ally gives about 10 per cent 

Il.^sss than the actual value. 

K, '81 

The amount of ash which 
i introduced into a kiln 
l^^^epends both on the ash con- 
5 ci^^ of the fuel and heat con- 
jj^iniption of the kiln. Under 
> jl^ormal circumstances, about 
0 to 80 per cent of ash gets 
'; osorbed in the clinker and 
► ; ie rest is lost with the dust. 

of dust 


j;. /hen the efficiency 
U* ollcction and dust recircula- 


the fusion temperature of ash 
is normally above 400®C. 

In spite of the ash fusion 
temperature being relatively 
high, it is evident that the 
ash in the coal flame will 
normally be in molten or 
fused state. A substantia] part 
of molten ash is precipitated 
on the surface of clinker 
nodules passing through the 
burning zone and starts im¬ 
mediate reaction. A part of 
the ash is carried with the 
flue gas through the kiln, 
as a result of which the 
globules solidify. In some 
cases, particularly in wet kilns, 
a part of the solidified ash 
gets mixed with the charge 
material in chain zone and 
again retraces into the kiln. 

Effect of ash absorption on 
clinker composition and din- 
kerisation : The amount of 
ash absorbed in clinker is 
given by the formula: 

PAn 

q 


fy^'' alb'iarf 'thi* adWni^' 




affects the iinifoim quality of temperature for complete ditt 

.. . a_■_ A.i. _..M 


1(K) X 100 


where 

q = 


^rhlion system is high, there can 
{jfsetC almost 100 per cent absorp- 
l||in(On of ash in the clinker pro- 
^remccd. 

[fm« Apart from the kiln systems 
ash absorption depends 
jffrthcn, (i) ash composition and 
f;fscli) ash fusion temperature. 
?k«s In general, the ash from 
jsemdian coals has very high 

f moderately 

i i/he^aO 

[•Go Ai^o. 

Ivttialigh V,-V Because of 

b rC|Ci* 

relatively low iion con- 
Indian coal ash, 
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is the ash influence in 
per cent 

P = is the specific fuel 
consumption per cent 

A is the ash content of 
coal 

n -- is the proportion of 
ash absorbed in clin¬ 
ker in a given kiln 
system (which may 
normally vary from 
6() to 80 per cent. 

It is therefore essential that 
the raw mix should be designed 
in such a way tnat it can 
take care of ash absorption 
and the ultimate clinker should 
have adequate LSF to ensure 
that cement passes IS speci¬ 
fication requirements of 
compression strength. 

Besides, due to uneven dis¬ 
tribution of ash with the clin¬ 
ker melt, part of clinker no¬ 
dules get uneven coating of 


clinker, 

Cement plants in South 
India are by and large linked to 
Singareni coal fields in Andhra 
Pradesh for meeting their coal 
requirements. Coals from 
Singareni fields arc inferior in 
quality and hence not graded. 
The ash content of Singareni 
coal varies from 28 to 40 
per cent and the calorific value 
is as low as 4000 to 4200 
cals/gm. When such poor 
quality coal is fired in cement 
kilns, it leads to a series of 
adverse effects as under ; 

Due to high ash content of 
coal, coal consumption per 
tonne of clinker increases. 
With this increase in coal con¬ 
sumption, ash generation and 
hence absorption in the kilns 
increases £sh resulting deterio¬ 
ration in the quality of clinker. 
To offset the adverse effect of 
increased ash absorption, raw 
meal has to be corrected with 
higher lime content slurry. 

F or higher lime content 
slurry, high grade limestone 
or limestone containing high 
percentage of calcium carbo¬ 
nate is required. In the case 
of factories where high grade 
limestone is not available near¬ 
by either they have to trans¬ 
port limestone from a long 
distance or arc forced to go 
in for beneficiation of lime¬ 
stone. Bringing high grade 
limestone from long distances 
or beneficiation is costly and 
the present cement price docs 
not allow such big increase in 
limestone cost or raw mix 
cost. Further, in India 
marginal and sub-marginal 
linestone is available in plenty 
whereas high grade limestone 
is not available in such quan¬ 
tity. Apart from that, high 
grade limestone is required in 
other industries. 

As higher lime raw mix 


kerisation and as this is diffi¬ 
cult to achieve with inferior 
quality of coal with high ash 
content and low calorific value, 
clinker formation is incom¬ 
plete when it leaves the burn¬ 
ing zone of the kilns. In in¬ 
dustrial parlance this pheno¬ 
menon is called ‘underburnt 
clinker’. Such clinker when 
ground into cement will deve¬ 
lop poor compressive strength 
besides having higher free line 
content with consequent ex¬ 
pansion problems in cement. 

It is the experience of many 
cement plants that due to 
high ash content, grindability 
of Singareni coal is very poor 
and this results in steep drop 
in the output of coal grinding 
mills. Also there is heavy 
wear and tear in coal handling 
ducts, separators and cyclo¬ 
nes. .. 0 lj 3 

In the present context of 
delerii>rnlion of not only in 
the quality of coal but also 
its availability, it is difficult 
to consider the suggestion of 
blending different qualities of 
coal with varying ash content 
before feeding to kilns. With 
hand-to-mouth stocks of coal, 
laboratory test results of ash 
content and calorific value are 
available only after the coal 
has been fired into the kilns. 
The laboratoryt test results, 
therefore, at best can serve the 
purpose of post-mortem only. 

The process of cement manu¬ 
facture has a strong bearing 
on the quality of coal. Unlike 
in other industries, where coal 
is used for raising steam or 
for traction, in cement in¬ 
dustry, coal gets absorbed in 
the clinkering process and 
therefore cement industry 
should be given a better treat¬ 
ment by the Government in 
allotment of good quality, i 
coal. 
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Focmu on Industry 

Rural Workshops : Cast Iron Foundry 


A SMALL foundry will be capable of sup¬ 
plying small parts and components 
weighing up to 20 kg and made of grey 
cast iron. Its products will be needed by 
workshops and establishments at village 
level producing simple raelal-working 
products. It is possible for such a foun- 
Idry to expand the activities of related 
Metalworking establishments in 10-25 
villages. The viability of the foundry 
depends on local demand for trained 
manpower available at central village 
level. 

The users would be small workshops 
manufacturing metal working products 
m villages. The method of sales would 
be1)ased on job orders ranging from 
single unit castings to mixed product 
batch castings. The potential market 
jj^ould be the local villages. A feasibility 
study would be necessary before invest¬ 
ment. 

Expert assistance would be required 
for training in foundry management and 


Description of equipment 


metallurgy and pattern, core and mould 
making. 

The foundry would be linked with 
various other industries, in particulr:r the 
following: multiproduct metalworking 

establishments at village leveh wood¬ 
working establishments, repair shops for 
tractors and for automobile and agri¬ 
cultural implements. 

The material specifications arc as 
follows: grey cast iron, grade 14 to 17, 
maximum casting weight 20 kg. 

With regard to production volume, a 
cupola furnace with a capacity of one 
half tonne per hour will be charged two 
or three times a week depending upon the 
workload. Output per week will be 10- 
12 tonnes of liquid metal. 

The following supplies arc needed for 
operating the cupola: pig iron, scrap, 
coke for casting, wood for pattern mak¬ 
ing, moulding sand, fire bricks, fire clay, 
flux, core sand, core oils, wires, rods, 
chaplets. 

Cast Iron Foundry : Equipment Requirements 


I 

The following floor area is require^ 
covered 14mx30m—720nr; open 30m | 
30m = 900m®. j 

Manpower requirements for such ; 
shop arc given below: ! 


Direct labour 


Number ri 


equirCj 


Skilled 

6 

—i 

Scmi-skillcd 

5 

■j 

Unskilled 

12 

■j 

Indirect labour 


1 

Manager and foreman 

2 


Accounts clerk 

1 

i 

Pattern maker 

2 

i 

Office and sales clerk 

1 


Watchman 

1 

v( 

Total 

30 

i' 


Special attention should be given t^ 
training the following personnel for fouri 
dry activities: mould maker, cupola chai 
ger and pattern maker. ^ 

~ Hardev Singl 


I 


required Price Rs 


Cupola furnace for melting liquid cast 
iron, capacity of 6 t/h, inside diameter 
of cupola 30 cm, height of cupola 30 cm, 
ll^ith blower and motor, roof board and 
cupola lining. 1 set 40000 

Charging hoist and structure, 

capacity of 0.5 tonne 1 2400 

Core oven and sand conditioning 

equipment 1 set 16000 

Mould making machine with maximum 
casting capacity of 30cm* of steel 1 20000 

Core boxes for floor moulding 

(various sizes) 40 8000 

Platform scale for weights of 0-1.01 I 8000 

Ladle, capacity of 5C0 kg 1 2400 

Ladle, capacity of 100 kg 2 2400 

iljland shanks and ladles, 

capacity of 10-20 kg 6 1600 


looNoiasr 



Dercription of equipment 

Number 

required 

Estimate! 

Price 

Crane system with 1 ton hoist 

1 set 

16000 

Shovel, riddle.ss and screens 


4000 

Double ended grinding machine, 



wheel diameter of 30 cm 

1 

4000 

Tumbler, two air grinders 



chipping hammers 



Wheelbarrows 

4 

1600} 

Exhaust fan and air compressor 

1 of each 200001 

Pattern Making Shop 



Bandsaw with a 12.5 mm blade 

1 

6400 

Wood working tools 


4000: 

Belt Sander 

1 

2400 

Hand operated cross cut 

1 

3200 

Drilling machine of 12.5mm for mild steel 

1 

4000 

Wood working lathe with a turning 



diameter of upto 15cm 

1 

8000 

Total 


1,80,800 

27 
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jnitral Advisory 
|iiuncil on Trade 

Govirnmint oflmlia has 

C nstituted Ihc C'entriil Ad- 
ry Council on Trade, cffec- 
from March 13,1981. It 
mi have 28 members, and 
oe Minister of Commerce and 
Minister of State for Com- 
£jbrce will be its Chairman 
Vice-Chairman, rcspec- 
V'y- The Council will have 
^tvers to co-opt additional 
embers. Us members will 
)id office for a period of two 
:*^rs. The Council, which will 
;®'dinarily meet twice a year, 
I till advise the Government on 
^^atters relating to export and 
j^iport policy and program- 
i cs; the operation of import 
i^d export trade controls: or- 
jSinisution and development 
tf commercial services and 
Ip'ganisatioii of export pro- 
[^ction. 

ig-The members of the recon- 
: .Itutcd Central Advisory 
j ^Duncil on Trade arc: Minister 
Commcice (Chairman); 
iaanister of State for ('om- 
cree (Vice C hairman); Mem- 
: !r*Sccretary, Planning Com- 
! ission; Mr Kamal Nath 
iP), Mr Chinlamani Pani- 
.ahi (MP); One member of 
*^jya Sabha (To be notified 
:«ter); Governor, Reserve 
InStnk of India, Bombay; C’hair- 
Industrial Development 
of India, Bombay; Presi- 
federation of Indian 
JPhambers of C‘'ommercc & Jn- 
itWry; President, Associated 
jjsoambcrs of Commerce and 
:^^ustry of India; President, 
Ldian Jute Mills Association; 
^*xsident, f ederation of Indian 
■pport Organ i sa l i on; Pres i - 
itfcnt. Federation of Associa- 
lOns of Small Industries of 
Chairman, Indian Cot- 
Mills Federation; Presi- 
Association of Indian 
l^ginecring Industries; Chair- 
Consultative Committee 
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of Plantation Associations; 
President, Indian Drugs Manu¬ 
facturers’ Association; Presi¬ 
dent, All India Shippers’ Coun¬ 
cil; Chairman, Hand loom Fx- 
port Promotion Council; Cliair- 
man, Fngineering Export Pro¬ 
motion Council; Mr Anand 
Gopal Mukherjee; Mr Parma 
Nand T. Patel; Dr Y.K. Alag; 
Dr V. Kuricn; Mr Mathura- 
das H. Mehta; Mr B. Nehru; 
Secretary. Department of Com¬ 
merce; Secretary, Department 
of Textiles and Chief Control¬ 
ler of Imports &, Exports 
(M ember-Sccrctary). 

Export Duty on 
Cardamom 

Having regard to the coni- 
petiti^c position of Indian 
cardamom in international 
markets the Central Govern¬ 
ment has decided to abolish 
with effect from May 20, 
I98U the export duty of 
Rs 5 per kilogram leviable on 
cardamom exported out of 
India. The Government has 
also reviewed the exports of 
iron ore from India and has 
decided to reduce the rate of 
export duty leviable on lumpy 
iron ore with iin iron content 
of 63 per cent or more from 
Rs 10.50 per tonne to Rs 6 per 
tonne with effect from May 
20, 1981. 

Full Exomptlon from 
Exciso Duty 

f:ffcctivc from May 15, 1981, 
full exemption from excise duty 
has been given in respect of 
fifteen specified equipments 
and devices designed to use 
solar, biomass and wind 
energy. This is in furtherance 
of the Government’s policy to 
encourage rapid commercia¬ 
lisation of the production of 
renewable energy devices. The 
exemption will be applicable 
to the follov/ing items; (i) Flat 
plate solar collectors; (ii) Con¬ 


centrating and pipe type solar 
collectors; fiii) Solar cookers; 
(iv) Solar water heaters and 
systems; (v) Air/gas/fluid heat¬ 
ing systems; (vi) Solar crop 
driers and systems; (vii) Solar 
stills and desalination sy.steins; 
(viii) Solar pumps based on 
solar thermal and solar photo¬ 
voltaic conversion; (ix) Solar 
power generating systems; (x) 
Solar photovoltaic modules 
and panels for water pumping 
and other applications; (xi) 
Wind mills and any specially 
designed devices which run on 
wind mills; (xii) Any special 
device^ including electric gene- 
ratorji and pumps running on 
wind energy; (xiii) Biogas 
plants and hiogas engines (xiv) 
Agricultural and municipal 
waste conversion devices pro¬ 
ducing energy; and (xv) Equip¬ 
ment for utilising ocean waves 
and chemical energy. 

Dutch Assistance 

The Netherlands and India 
have concluded talks about 
the utilisation of Netherlands’ 
assistance of Dutch guilders 
234 million (Rs 93 crores) for 
the year 1981. 

This assistance consists of 

Dutch gu'ldcr 165 million as 
loan and Dutch guilders 69 
million us grants. 

Out of the loan component 
of Dutch guilders 165 million, 
Dutch guilders I6() million 
(Rs 64 crores) will be used 
for procurement of ferti¬ 
lisers and the balance for pro¬ 
curement of trawclers, research 
launches, two water schemes 
in Himacnal Pradesh and 
Rajasthan and for import of 
unidentified items from Ne¬ 
therlands and other eligible 
sources. 

The Government of Nether¬ 
lands has been assisting India 
by way of soft loans and grants 
since 1963. 

The inter-Governmcntal talks 
were held in New Delhi bet¬ 
ween the Deputy Director, De¬ 
velopment Corporation, De¬ 
partment Asia and Multilate¬ 
ral Financial Development 
Matters, Ministry of Foreign 
Affairs, The Hague, Mr M. 
Damme and the Joint Secre¬ 
tary, Department of Economic 
Affairs, Mr M. R. Sivaraman. 
The Ambassador of Nether- 


' i . 

lands was also present on 
this occasion. 

Indo-Algerlan 

Cooperation 

India and Algeria have 
agreed to work out specific de¬ 
tails and modalities of greater 
cooperation for Indian parti¬ 
cipation in the development of 
small and medium industries 
in Algeria. 

Such co-operation will cover 
the areas of industrial estates, 
and training centres for handi¬ 
crafts and small and medium '' 
industries. Algeria has indicat¬ 
ed its need for trained techni¬ 
cal manpower in various sec¬ 
tors, including textiles, ma¬ 
chine tools industry, petroche¬ 
micals and hydraulics. 

Cooperation agreement was 
reached during a recent three- 
day visit of Industry Minister, 

Mr Charaiijit Chanana, to 
Algeria when economic and in¬ 
dustrial relations between the 
two countries were reviewed. 

Dr Chanana called on Algerian ^ 
Premier Mohommed Bcnahmcd ^ 
Abdelghani and several other 
Minisleis. 

Other subjects that came up 
for discussion and assistance 
were cutting tools project, ex¬ 
pansion of tractor manufac¬ 
turing unil, supply of compo¬ 
nents and spares for electro¬ 
nics, automotive and engineer¬ 
ing industry, manufacture of 
lamps and iluorcsccnt tubes, 
repair workshop for power 
generation and transmission 
equipment and housing. 

Assistance from 
Sweden 

India will receive assistance 
from Sweden of the order of 
S. Kr. 660 million (Rs 120 
crores) over a two-year period, 
1981-83. An agreement to this 
effect was signed recently by 
Ambassador Tom Tscheming 
of the Ministry of Foreign 
Affairs, Stockholm and Mr 
A.G. Asrani, Joint Secretrary, 
Ministry of Finance, Depart¬ 
ment of Economic Affairs, on 
behalf of their respective 
Governments. 

Out of the assistance of S. 

Kr. 660 million, an amount of 
S. Kr. 330 million has been 
made available for 1981-82^ 
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. 20 million more that 
in 1980-81. Of this, an amount 
of S. Kr. 95 million will be 
available for general imports. 
|Fhis portion of the aid is un- 
Bied and can be used for finance 
”ng imports from any part of 
the world to India's best ad¬ 
vantage. A provision of S. Kr. 
120 million has been made in 
the agreement to finance im¬ 
ports of goods and services 
from Sweden. As in the past, 
this amount will be used for 
the import of bulk commodi¬ 
ties and capital goods and ser¬ 
vices from Sweden. 

^ The agreement also provides 
for programme and project 
support to the extent of S. Kr. 

115 million. This will be used 
for the implcmentnlifvn of 
technical cooperation projects 
and programmes mainh in the 
fields of health and family wel¬ 
fare, forestry, drinking water 
supply, fisheries, gu-und water 
development and non-foimal 
cduc.ition. The development 
assistance from Sweden is to¬ 
tally by w ay of grant. 

Indo-Zimbabwe 

Accord 

India and Zimbabwe agiced 
on May 22 to grant ci’ch other 
the ‘‘most favoured nation 
treatment” in respect of, 
among others, customs duty, 
taxes, customs formalities and 
issue of import and export 
licences. 

The trade agreement bet¬ 
ween the two Governments 
signed on the occasion of the 
visit of Prime Minister, Robert 
Mugabe of Zimbabwe provides 
for expansion of trade and 
economic cooperation between 
the two countries on the basis 
of equality and mutual ad¬ 
vantage. 

The agreement signed by 
Commeice Minister, Mr 
Prana b Mukherjee and Dr 
Mangwendc, Minister of Fo¬ 
reign Affairs will be effective 
for a two-years period and wmII 
be automatically renewed for 
a further period of two years 
unless one party given writ¬ 
ten notice of its termination 
six months prior to the expiry 
of the agreement. 

The agreement says all pay- 
ments made between the con¬ 
tracting parties will be effected 



« 'W CWtW -I* W t t ■' ' <1 , 

in any freely convertible cur¬ 
rency through normal banking 
channels in rccordance with 
the foreign exchange regula¬ 
tions in force. They will give 
preference to national carriers, 
where such carriers are not 
availed of, the parties will use 
the national carriers of the 
other party. 

To facilitate and promote 
development of trade between 
the two countries, the agree¬ 
ment envisages organisaln»n of 
trade fairs and exhibitions. 
A joint committee is to be 
set up for the effective imple¬ 
mentation of the rgreement. 
The dommittee will meet pe¬ 
riodically. 

Handloom Development 
Corporations 

The total sales turnover in 
cloth and yarn of IH State 
Handloom Development ( or- 
poiations, during 1980-SI is 
estimated to be nearly Rs S5 
crores as compared loRs 33.69 
Cl ores during 1978-79 register¬ 
ing an incjcasc of more than 
two *ind a half times. C loth 
.sales alone in 1980-81 arc ex¬ 
pected to be about Rs 75 
crorcs. The State Handloom 
Development Coiporations 
base been helping the hand¬ 
loom weavers outside the co¬ 
operatives Told in the niaiket- 
ing of handloom products since 
1976-77. Outstanding among 
the results shown by aP C'oi- 
porations are those of Uttar 
Pradesh, Maharashtra and 
Karnataka. Fach of them ha.s 
registered substantial incicase 
in turnover. While the increase 
of Uttar Pradesh of nearly 65 
per cent over the previous 
years’ performance is by far 
the highest, holh Maharashtra 
and Karnataka have recorded 
increases of about 50 per cent 
over the last yearN perfor¬ 
mance. 

Industrial Approvals 

During January-April 1981, 
a record number of 526 subs¬ 
tantive industrial licence 
applicati:^ns were disposed of 
as compared to 324 industrial 
licence applications dispo'^cd 
of during the same period 
last yea' . This represent.^ 
an increase in the rate of 
disposal of 62 per cent over 


January-Aprial 1980. In 
addition, a large number of 
industrial licence applications 
which had been closed in 1980, 
1979 and 1978 by the various 
approval committees, w'cre 
also reopened and final deci¬ 
sions taken thereon duriing 
January-April 1981. 

Also, during thc'^e four 
months, a total number of 
233 letters of inttnt were 
issued as compared to 144 
letters of intent issued during 
the corresponding period last 
year, representing an increase 
of 61 per cent. 

During the peiiod, there hiis 
also been increase in inflow 
applications lor industrial 
licences with the total 
number (642) of fresh applica¬ 
tions being up by 13 per cent 
(from 568) over the same 
period of 1980. 

Neyveli Lignite 
Corporation 

The Neyveli Lignite Cor¬ 
poration, which plays a vital 
role in the supply of power 
has completed another year of 
excellent performance. In 
1980-81, lignite production 
rose to 4 8 million tonnes from 
the previous yeai's level of 2.9 
million tonnes marking an 
increase of (6 per cent. Power 
gcncialion went up by 34 per 
cent aiid fertilizer production 
by 28 per cent. 

The Corporation has a fOO 
MW lignite based power plant, 
a urea plant and a leco plant 
which manufacture domestic 
fuel for consumers in the 
south. The capacity utilisa¬ 
tion of the power station is 
one of the highest in the 
country and is playing a sigm- 


ficant role in 
power requirements of Tfl 
Nadu. With the increaai^ 
the production of lignite, || 
corporation has convM 
one of its 50 MW units frW 
oil to lignite which will enfln 
a sizable reduction in the « 
of generation of power. V 
second 50 MW unit will 4A 
be converted to lignite dui|| 
the coming months leading! 
a further reduction in the 
of gcncralJon. ‘f 

The corporation also si 
plies leco, a smokeless fuel n 
domestic and commera 
consumers in the south, 
production of Icco mcrrail 
from 26,(00 tonnes in 1979^ 
to about 77,(00 tonnes ] 
1980-81 which is an incr^ 
of neaily 300 per cent, if 
leco IS growing in populari 
among the consumers in i 
south where alternative ty| 
of fuel are sciircc and t 
pensixe. The cotporation 
also thinking of modifying t 
leco manufacturing process 
as to produce a fuel which 
be a substitute for hard co 
which, at present, is availal 
only from Jharia Coalfield. 

IFFCO ^ 

The C hair man of the Indi 
1 arniers F ertiliscrs Cooperad 
Ltd. (JiJ’CO). Mr M, 
Reddy recently presentedj 
cheque for Rs 1.08 crores] 
to the Union Agricultt 
Minister. RoO liirendra Sii 
as dividend for 1979-80. 1 
dividend at six per cent is ' 
Goveinmcnt of India sl| 
capital of Rs 18 crores. 1 
Minister jipprcciatcd the 
gicss made by this cooperal 
organisation. He said it l 
a matter for satisfaction t 
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I plants were operathig 
M10-150 per cent of their 
acity, whereas national 
erage was only around 55 
cent. IFFCO owns two 
amonia/Urea Plants, one 
ch at Kalol in Gujarat and 
lilpur in Uttar Pradesh. 
NPK Plant of IFFCO is 
Treated at Kandla in Gujarat. 

I* The Phulpur plant h;is gone 
T%j[Ho commercial produciion 
:t|tace February 1981. II FCO 
IfW owned by more than 30 
|]l%niion farming families 
Bfough about 28,000 agricul- 
..^aral cooperatives spread over 
States and three Union 
j ^territories. I’hc cooperative 
lAtj^asbeen earning profits con- 
{(^istently for the past five years 
l^jnce its plants at Kalol and 
k.%andla went into production 
i*^uring 1974-7.S. In the year 
ifllnding June 30. 1980, it earned 
net profit ofRs 19.10 crorcs 
^ iifter taxation. In the five 
g ^arsofits production, it has 
gttiarned a total profit of almost 
I As 120 crores. 

hi 

Idtw Technology for 
l^ry Farming 

Rno Birendra Singh, Minister 
Agriculture, Rural Rccons- 
%OCtion. Irrigation and Civil 
iSuppIies, recently emphasised 
Ae need for inlegr.'ted and 
i^l^oordinatccl research in agri- 
i culture and allied fields so that 
limited resources available 
j|*(vere judiciously utilised to 
^^btain better results without 
^ Jny duplication or overlapping 
I [f efforts. 

I ; Addressing a multi*discip- 
1 inary seminar on ‘Black 
^tton Soil Management,* 
;h was held in New Delhi, 
ntly, the Minister com- 
ded the good work done 
this regard by ICRISAT 
%d ICAR. He further observ- 
that the work done by the 
llpdian scientists in institutions 
l^kc ICAR and ICRISAT had 
fe'on international acclaim and 
#adia was very much benefited 
the results of their research, 
was gratifying to note the 
;t:3ti™ers who were tradition 
^^und and do not know any- 
■^ing about the modern prac- 
»s of agriculture were now 
aware of this new techno- 
which helped them to 
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obtaio Ugher yields, the 
Minister added. 

The work of institutions like 
ICAR and ICRISAT was very 
relevant and useful for the 
development of agriculture, 
which was still the primary 


base of our economy. HoW- a gredt boom in the long mti, 
ever, in a country like India, 
where 3/4th of the land was 
cultivated under rainfed condi¬ 
tions, the new dry farming 
technology evolved by these 


he explained. 

Sugar output 

According to the Indian 
Sugar Mills Association, the 
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secoflid fortnight of April, 
1981 (i.c, 16.4.81 to 30.4.81) 
l^as about 149,000 tonnes 
Bs against 84,000 tonnes 
Buring the same fortnight 
Inastyear. The total produc¬ 
tion in the month of April 
1981 the seven month of the 
season 1980-81 was about 
405,000 tonnes against 240,000 
tonnes during the same month 
last season. This brings the 
total output during the iirst 
seven months of the season 
1980-81 to 4,964,000 tonnes 
^as against 3,753,000 tonnes 
louring the corresponding 
'period last year. 

The off-take of sugar from 
factories during the second 
fortnight of April was about 
195,000 tonnes for internal 
consumption and nil for 
exports as against 229,000 
tonnes for internal consump¬ 
tion and nil for exports during 
the same fortnight last season. 
The despatches during the 
month ol April were 399,000 
tonnes for internal consump- 
IP^tion and nil for exports as 
against 4)7.000 tonnes for 
internal consumption and 5,000 
tonnes for exports during the 
same month last suison. 
The total off-take in thcfiisl 
seven months in 1980-81 was 
2,639,(00 tonnes for intcinal 
consumption and 3,000 tonnes 
for exports as against 3.034,000 
tonnes tor internal consump¬ 
tion and 230,000 tonnes for 
exports during the corres¬ 
ponding period last season. 
The total closing stock nf 
sugar with the factories as on 
April 30, 1981 was about 

2,917,000 tonnes as against 

► 2,575,000 Umnes on the same 
date last year. 

Greece India 
Buyer-Sellei Meet 

A Buyer-Seller Meet for 
promoting Jneian products 
in Greece was recently organi¬ 
sed in Athens. The meet was 
exclusively devoted to textiles, 
fabrics and garments from 
India. The aims of the meet 
were to take advantage of the 
opportunities available to India 
after Greece joined the Com- 
^mon Market and to bring 
Greek importers in touch with 
exporters from India. Cotton 
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reyon textiles, 
handloom and apparel export 
councils had sponsored the 
meet which was organi.scd by 
the Embassy of India, Athens 
and the India Trade Ctlitre of 
the Economic Mission of India 
to the European Communities. 

Since the meet evoked con¬ 
siderable response from the 
businessmen in Greece, it is 
intended that the event will be 
repeated in subsequent years 
in order to fully develop the 
market potential. The trade 
promotion orgcnisalions also 
intend to hold similar meet 
for handicrafts and aioveltics, 
hand toolii and automobile 
ancilliaries, items for which 
therj is substantia] market in 
Greece. 

Rural Housing 

A massive drive to provide 
house sites to landless 
labourers, expand suppoit to 
institutional agencies, such as 
HUDCO and the Slate 
Housing Boaids maik the 
salient features of the achieve¬ 
ments of the Ministry of Works 
and Housing during 1980-81. 
A high-level woiking gioup 
recently went into the enlne 
gamut of housing schemes and 
recommended an outlay of 
Rs 3,294.50 crorcs for housing 
in the public sector duung the 
Plan period. This includes 
Rs 845 crores exclusively I’oi 
rural housing. 

Housing shoitagc in the 
country, it would be recalled, 
was estimated in Ap.il 1980 
at 20.7 million dwelling units 
i.e. 16.1 million units in imal 
areas and 4.6 million units 
in urban areas. Since housing 
is the State subj,:ct, the hub 
of activities is naturally at the 
State-level. All major housing 
schemes arc in the State sector 
excepting the Subsidised Hous¬ 
ing Scheme for Plantation 
Workers which is the Central 
charge. 

The Subsidised Housing 
Scheme for Plantation Workers 
provides for residential accom¬ 
modation to plantation workers 
as dehned in the Plantation 
^bour Act, 1951. This scheme 
is, at present, being imple¬ 
mented in the States of Assam, 
Tripura, West Bengal, Karna¬ 
taka, Kerala and Tamil Nadu. 


Up to the end of December 
1980, 35,828 houses were sanc¬ 
tioned for construction, out 
of which 21,328 houses have 
been completed. For the year 
1980-81, a provision of Rs 180 
lakhs was made in the Central 
Budget and the entire amount 
has already been released to 
the State Governments for im¬ 
plementation of the scheme 
during 1980-81. 

In the State sector, the in¬ 
tegrated subsidised housing 
scheme for industrial workers 
and economically weaker sec¬ 
tions of the community made 
considerable headway during 
the year. The scheme envisa¬ 
ges construction of houses by 
Stale Governments, statutory 
housing boards, local bodies, 
cooperative societies and pri¬ 
vate industrial employers. Till 


^ ^ olf 

251,018 houses were san 
ed for construction undor.j 
scheme out of which 187^ 
houses were completed. 

Indo-Bangl&desh 
Microwave Link 

A multi-channel microv ^ 
rrdio telecommunication 
has been completed betv 
India and Bangladesh, 
inaugural call on the 
microwave link was 
recently by Mr A. K.M. May 
dul Islam, Minister for Po 
Telegraphs and Telephone^ 
Bangladesh Government, 
call was answered in India I 
Mr Pranab Mukherje^ 
Minister for Commerce. Tli 
two Ministers noted that tii 
new link bridged a long fS' 
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tne communicj) 

Im between the two coun* 
This link, they hoped, 
lid provide effective and 
►Ic communic-ition facilities 
I help development of still 
er relations between the 
countries. 

bandrum Air Cargo 
implex 

bie International Airports 
crity of India has secured 
i consultancy assignment for 
I' planning and design of an 
I'^argo complex at Trivand- 
' L airport. I'his is the second 
assignment for JAAl, 
p first being for the Srinagar 
cargo complex which is 
ring completion. The con- 
|tancy contract includes the 
oration of a project report, 
ematic design, preliminary 
^wings, preliminary estimates 
detailed architectural 
vings. The air cargo comp- 
: would bo constructed at a 
St of Rs 27 lakhs. It would 
Dvide facilities for exami- 
tion and storage of export 
rgo and incoming imaccom- 
aied baggage. 

_ jnk for Agricultural 
^valopment 

g,The annual report of the 
aistry of Finance reveals that 
ion has been initialed for 
jng up the National Bank 
|iir Agricultural and Rural 
cvciopmcnt to serve as an 
ex institution in order to 
ct the credit needs of the 
ral community. Action has 
already been initiated to 
up an expoi t-imporl bank 
strengthen and broad-base 
existing institulional 
fangements lo meet the 
pwing requirements of intcr- 
ional trade. 

^■Other decisions taken by 
Ministry of Finance in- 
llde earmarking of credit in 
vour of weaker sections in 
ly^riculturc and small-scale 
l^£^ustries. Agriculture and 
^i^aker sections which comprise 
and marginal farmers, 
f faidless labourers and persons 
^|l|^gaged in allied activities with 
" ‘^prrowing limits up lo Rs 
5,000 should by March 1983 
Dunt for at least 50 per 
at of total lending to agri- 
dture. The weaker sections 


m smaltscai 



:ries with 
credit limits not exceeding 
Rs 25,000 should account for 
12.5 per cent of total advances 
to small-scale industries by 
1985. Direct advances for cons¬ 
truction of dwelling houses 
up to Rs 5,000 as also con¬ 
sumption credit have now been 
brought under the priority 
sector. 

Several wide-ranging measures 
have been taken to encourage 
the flow of savings into the 
corporate financial system and 
increase the availability of 
funds for industrial investment. 
This would create favourable 
conditions for growth in the 
coming years, 'fhe measures 
include raising interest rale 
ceiling on debentures from 12 
per cent to 13.5 per cent etc. 

Fresh issue of share capital 
consented by the Controller 
of Capital Issues during 1980 
was a record in the 30 years' 
history of capital issues con¬ 
trol (This was Rs 271 crorcs 
as against Rs 131.5 crorcs 
dur ng 1979). The amount of 
bonus issues was much higher 
at Rs 131.63 crores as against 
Rs 87.65 crores in 1979. Many 
convertible debentures issued 
during the year were very 
successful. 

Encouragement to 
Small-scale Sector 

During the financial year 
1980-81, Rourkcla Steel Plant 
placed orders for Rs 7.7 ertrres 
on small-scale industries and 
anciliary industries in and 
around Rourkcla. The order 
placement value has been 25 
per cent higher compared to 
the value of orders placed in 
the previous financial year. 
The order placement on small- 
scale industries located in the 
areas around the steel plant 
has been a record high in the 
financial year 1980-81. 

New Marine 
Containers Plant 

Mr P.C. Selhi, Minister of 
Petroleum, Chemicals and Fer¬ 
tilizers, recently inaugurated 
the Marine Freight Containers' 
Plant in Aroor, (a backward 
area near Cochin) set up by 
Ha liner Lawric and Co Ltd, 
a Public Sector Enterprise, 


leum, Chemicals and Fertili¬ 
zers and a member of the IBP- 
fialmer Lawrie Group of Com¬ 
panies. The plant has been 
set up in technical collabora¬ 
tion with York Trailer Co Ltd, 
of UK, one of the world’s 
leading companies in this field 
and is designed exclusively to 
manufacture quality containers 
to ISO, BSl and Lloyds 
Standard. The unit has a 
capacity to manufacture 5000 
containers per annum and is 
equipped to manufacture 20 
feet and 40 feet containers. 
The company also plans to 
manufacture special purpose 
containers like Open-tops, 
Half-heights, Insulated and 
Refrigerated Containers in due 
course. 

Balmer I.awric has set up 
the Plant at an opportune 
moment since the country is 
going for containerisation in 
a big way and in the entire 
shoreline starling from the 
Mediterranean Sea in the West, 
right upto the South Korean, 
Taiwanese and Japanese shores 
in the East, there are no 
Freight Container manufaclur- 
ing units except in India. Un¬ 
fortunately, the history of 
marine container manufactur¬ 
ing in India has also not been 
very happy, since the rate of 
production achieved so far has 
fallen far short of expectation 
and the licensed capacity. 

Names In the News 

Mr B.S, Kakkar, General 
Manager, Nimgal Unit of the 
National Fertilisers Ltd has 
been appointed as the Manag¬ 
ing Director of the National 
Fertilisers Limited. Presently 
the NFL have three operating 
imits at Nangal, Bhalinda and 
Panipat. 

Mr Anil Sud, Managing 
Director, The Gramophone 
Company of India Limited 
has announced the appoint¬ 
ment of Mr Harish Mahindra 
as Additional Director on the 
Board of The Gramophone 
Company of India Limited. 

Mr S. M. Basil has taken 
over as Managing Director of 
Metal Box India Limited from 
May 16,1981. Before a.ssuming 
his current responsibility, he 


tnetals packaging, the com¬ 
pany’s largest business. He 
joined Meta] Box as a Manage- 



S.M. Basu 

ment I'ndnce and was initially 
involved in siilcs and com- 
mertial fur.cti(*ns, including :i 
Slim at the Met:.! Box, UK. 
before moving into general 
jn:fnagcmcnt. 

Mr A. Madhava Rao, who 
was General Manager (Opera¬ 
tions) at BULL, Bhopal till 
iccciilly lias taken over as 
F.xccutivc Director of the 
Hyderabad Unit of BHEL. 
Mr Madhava Rao has had a 
wide and varied experience in 



A. Madhava Rao 

various l>pcs of marketing, 
sales and contract work for 
nine years. After a six year 
stint in Materials Manage¬ 
ment, which included the deve¬ 
lopment of ancillaries of 
BHEL, Bhopal, Mr Madhava 
Rao became Deputy General 
Manager (Production) and 
was promoted as Oeneral 
Manager of BHEL in 1976. 
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Directorate General of Supplies and 

Department of Siqiply 
Jeevan Tara Bnildiog, 
Parliament Street, New Delhi-llOOOl 


REGISTRATION OF CONTRACTORS - 

NO.REGN.I/P-I36/PG DGS&D is the Central Purchase Organisation of the Govt, of India. The purchases made by DGSAiD'< 
embraces practically all types of stores excluding food-stufls and livestocks. The Departments on behalf of which DGS&D purchaseg^ 
storea include ^fcnce* Railways, Post & Telegraphs and for certain category of stores. State Government Deptts. and public undertakinat.:^ 
In order to facilitate location of reliable sources of supplies of various items as and when demands are received from intending DeDartments'. 
DGS&D has a system of registration of firms as approved contractors in the following categories :~ 

(i) Manufacturers of all stores purchased by DGS&D. 

(ii) Sole selling Agcnts/Sole Distributors of manufacturers who arc registered with DGS&D. 

m (iii) Stockists of ; ‘ 

Ip (a) imported stores, 

^ (b) indigenous store.s such as Tinihcr, Hides and Skins, Cotton Waste etc., 

fNote ; Stockists of indigenously manufactured .stores (other than Natural products) arc not normally registered). 

(iv) As Assemblers for items like Water treatment plants, diesel Generator sets. Air-conditioning plants CHW/Dai Kits. 

(v) Foreign firms who a re manufacturers of stores which a re required to be imported, alongwith accredited agents in Tndia of Foreign 
Firms. ’ 

If you belong to any of these categories and a re interested in getting your firm registered as approved contractors with DGS&D vou 
may apply in the prescribed application form. 

APPLICATION FORMS: 

(a) Indian Firms—The prc'.cribed form can be had from DGS&D. New Delhi or its Regional Offices at Calcutta, Bombay, Madras ! 

and Kanpur or sub-regional Inspection Offices at various centers against payment of Rs. 5/- either in cash or by Money Order (ind'calinie 
the .purpose of remittance and address of the remitter in the coupon) or by postal order/demand drafi. * ' 

The applicant firm will be required to pay a registration fee of Rs. 50/- (Rs. 25/- for SSI Units) while submitting the application as. 
per instructions contained therein. 

(b) Foreign Firms—AH foreign firms except those located in USSR and East European Socialist countries may get the prescribed appli- 
UjlRtion forms by depositing a sum equivelent to US SIO/- in their own currency (rounded off to the nearest higher half unit) at the pie- 
rrailing rale of exchange with the Indian Fnibassy in their country The receipt thus obtained may be forwarded to DGS&D for obtaining 
I the forms. 

The form is available for direct sale in the Indian Embassies in the following countries 

USA, UK, France, Sweden, Italy, West Germany, Swil/crland, Belgium, Denmark. Austria, Holland, Japan and Australia. 

Indian Agents of foreign firm can procure application forms for registration of their foreign firm from DGS&D & its regional offices 
incl. inspectorates on payment of Rs. 5/-. 

The Application should he submitted to DGS&D, New Delhi direct. 

The above procedure will not apply to firms located in USSR and East European countries. Such firms need not submit separate 
application. Their agents in India should route their application for registration through the Embassy or Trade Representative of the> 
country concerned located in India. 

Note : Applications of foreign firms will not be considered unless their accredited agents in India also apply for registration. j 

Eligibility— 'Purchase of forms or payment of the fees docs roi confer any right to claim registration. The applications will be scru^' 
tinised by DGS&D and the premises, and factory of the firms will be inspected for verifying the technical a.spccts. DGS&D also reserveg j 
the right to make enquiries in order to verify the standing and reliability of the firm. j 

New Scheme for Registration of Small Scale Units: j 

The National Small Industries Corporation have introduced a new system of registration for the Small Scale Industrial Units witbij 
effect from 1.7.76, Under this revised scheme of registration all SSI firms registered with the NSIC after 1.7.76 arc treated as registered* 
with the DGS&D for the purpose of awarding contracts by DGS&D. Separate registration with DGS&D is not insisted upon in such 1 
^ses. If, however, separate registration with DGS&D is desired, application may be made to DGS&D in the prescribed form. 

rBenefits of Registration with DGS&D 

Firms registered with DGS&D enjoys the following benefits:-- 
(I) Rate Contracts and Running Contracts are normally awarded to registered firms only. 

(ii) Operational/urgcnt demands are normally reserved for supply by registered firms. 

(ill) Normally the entire quantity against express and urgent demands is reserved for supply by registered firms. Even Ordinary . 
demands are mostly covered on registered firms. 

(iv) Demands which are not advertised are met from registered firms only. 

(v) In case of advertised demands copies of tender notice arc sent to registered firms giving them advance information of the d^: 
mands. 

(vi) No security deposit is normally taken from registered firms if the value of contracf docs not c.vcecd the prescribed Monetary^’ 

limit. ■ 

(vii) State Governments and Public Undertakings at their discretion waive the requirements of security deposit from the firms whicii;; 
are regd. with the DGS&D. 

IT PAYS TO GET REGISTERED—WITH THE DGS&D. 
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COMK^NY 

AFEIlIRS 


ifieliance Debentures 

LRbliancf. Textii.!’ Industries 
f l imi ted will be entering the 
^capital market on June 10, 
:,1981, with the biggest ever 
Tissue of Secured Convertible 
T Debentures for an aggregate 
i amount of Rs 24 crores. An- 
t nouncing ^his at a news con- 
Iference, Mr Dhirubhai H. 
lAmbani* Chairman and 
{Managing Director of the 
I company added that the pub- 
I lie issue was expected to evoke 
I good response from the invesl- 
ing public in view of, (a) its 
S attractive features, (b) immense 
5 benefits obtained by the com- 
j pany's Shareholders and 
I’Debenture-holders in the past, 
(c) the management’s liberal 

1 policy towards Shareholders 
J and Debenture-holders, and 
1(d) growth prospects of the 
S company. 

It The proceeds of the deben- 
Sture issue, he said, would be 

2 utilised to partly finance the 
S Polyester Filament Yarn Pro- 
Sject with an annual capacity 
Sof 10,000 tonnes, which the 
J company is setting up at Fatal¬ 
ly ganga in Maharashtra with the 
I latest Du Pont Technology, at 
I an outlay of about Rs HO cro* 
li fes. The project, to be com- 
I plete(l in the second half of 
1 1982, has been so conceived 
ithat it will add productive 
j assets worih Rs 80 crores by 
I raising the equity capital of 

the company only by Rs 4.32 
crores, and yet keeping the 
tSdebt : equity ratio at 1.63:1, 
^which will be well within ac- 
cSceptablc norms. 

H Explaining the main features 
I of the issue he said, each 
Idebcnture of Rs 125 carries, 
1(1) interest at the rate of 13.5 
gper cent per annum (payable 
Ehalf-ycarly), (2) a right to 
gacquire, at the end of August 
y982, one equity share of 
9 rs 10 in the company at a 
^nominal Issue price of Rs 25 


against its prevailing market 
price of about Rs 100, and 
(3) certain benefits of a bonus 
issue, if any is made by 
the company in the inter¬ 
vening p>eriod, (4) more¬ 
over, these debentures will be 
fully secured and (5) will have 
enough liquidity as they will 
be quoted simultaneously on 
six main stock-exchanges in 
the country. A sum of Rs 62.50 
per debenture is payable on 
application and an equal 
amount on allotment. 

Our of the aggregate issue 
of 19.20 lakh new debentures, 
preferential treatment will be 
given to the holders of the 
first scries of debentures in 
the proportion of 1:1, to the 
holders of the second series, 
in the proportion of 1:5 and 
to equity shareholders in the 
proportion of 1 debenture for 
every 59 equity shares held. 
Depositors will be allowed one 
debenture for every deposit 
of Rs 1000. Mr Ambani 
explained that the new deben¬ 
tures were made partly con¬ 
vertible, to give their holders 
the benefit of the company’s 
growth. 


Bombay Dyeing 

The Bombay Dyeing and 
Manufacturing Co Ltd, is 
planning to offer for public 
subscription 400,COO non- 
convertible debentures of 
Rs 100 each at par, aggregat¬ 
ing rupees four crores. The 
debentures, w'hich will be 
secured, will carry an interest 
ofl3i per ce.nt per annum, 
r urther, there w ill be an in- 
cci .ti VC by way of an additional 
interest of one per cent per 
annum if the company’s equity 
dividerd in a year is higher 
than the average rate cf the 
preceding three years. Thus, 
the terms of the debentures 
issue are in line with guide¬ 


lines issued by tlie Govern^ 

ment. 

The proceeds of the debon* 
ture issue will be utilised by 
the company for long-term 
working capital purpose. The 
company is seeking the per¬ 
mission of its shareholders 
for issuing debentures to the 
public. The issue is also 
subject to the sanction of the 
Controller of Capital Issues. 

It may be recalled that the 
company made rights deben¬ 
ture issue in 1979. The issue 
which carried an interest of 
11 per cent per annum was 
oversubscribed. Originally, the 
issue was for Rs 2.50 crores. 

Market expectations are that 
the public response to the 
debenture issue by the com¬ 
pany will be quite encou¬ 
raging. Reliable reports in¬ 
dicate that the company has 
fared well during 1980-81. The 
offer cf debentures is expected 
to be made in August or 
September 1981. 

Mahindra Ugine Steel 

Mahindra Ugine Steel Com¬ 
pany (MUSCO) has shown 
impressive performance for 
1980 with its gross profit 
lumping by 70 per cent to 
Rs 6.62 crore from Rs 3.39 
crores for the previous year. 
Its turnover has more than 
doubled to Rs 49.22 crores 
from Rs 24.18 crores. 

The directors of the com¬ 
pany have proposed to raise 
the equity dividend to 18 per 
cent from 14 per cent piid 
for 1979. The new rights 
shares issued in 1979 rank 
for full dividend for 1980 
apinst pro-rata in the pre¬ 
vious year. The company’s 
Rs 10 fully paid-up shares 
moved up to Rs 58 recently 
from Rs 55 following the 
announcement of a higher divi¬ 
dend by the company. 

The company’s net profit 
amounts to Rs 3.52 crores 
against Rs 3.15 crores after 
providing Rs 3.10 crores 
(Rs 73.46 lakhs) for depre¬ 
ciation. As in the previous 
year, the company does not 
expect any tax liability for 
1980. A sum of Rs 85 lakhs 
(nil) is transferred to the 
investment allowance reserve. 


ftud ft stun of ihtpees thfte 
crores (Rs 1.50 crore) is trans¬ 
ferred to the general reserve. 

Pfiter 

Pfizer has suffered a setback 
during the year ended Novem¬ 
ber 30, 1980, with its pre-tax 
profit declining by 17 per 
cent to Rs 5.81 crores from 
Rs 6.97 crores for the pre¬ 
vious ye^r. Its sales nave 
declined by 2.4 per cent to 
Rs 45.28 crores from Rs 46.37 
crores. 

The setback is mainly be¬ 
cause cf the strike resorted’ 
to by a section of the em¬ 
ployees affiliated to one of 
the unions for nearly four 
months. The continued in¬ 
crease in operating costs with¬ 
out any corresponding rise 
in selling prices has also aff¬ 
ected the company’s profitabi¬ 
lity. 


Cooper Engineering 

Cooper Engineering, which 
has been amalgamated with ^ 
Walchandnagar Industries, has 
shown a continuous improve¬ 
ment over the past two years 
and is expected to be out of 
the red, according to the 
Chairman, Mr Lalchand 
Hirachand. 

As a result of amalgamation, 
which will be effective rctros- 
pectivety from April 1, 1978, 
Wa'chandnagar will get tax 
benefit of about Rs 4.01 crores 
on the accumulated loss of 
Cooper estimated at Rs 6.94 
crores. This tax benefit will 
have to be used towards 
modernisation, rehabilitation 
and expansion of Cooper. 
Total capital expenditure 
Cooper will be about rupees 
six crores, out ot which an 
amount of Rs 2.83 crores has 
already been spent on urgent 
capital expenditure. 

Walchandnagar’s application 
for amalgamation of Tiwac 
Industries with it is still pend¬ 
ing with the specified authority 
for approval under Section 
72-A of the Income-tax Act. 
The preparation of the amalga¬ 
mated accounts of all the 
three companies is, therefore, 
held up. 

Meanwhile, Walchandnagar 
has obtained approval of the 
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d^vemitieni fot issuifig 
J 62,720 equity shares of Rs 10 
each to the shareholders of 
gjCoopcr. Steps are being 
Baken to subdivide equity 
Khares of Walchardnagar of 
^ Rs 100 each into shares cf 
Rs 10 each. 

During the year ended Sep¬ 
tember 1980, sales of Wal- 
chandnagar amounted to 
R«: 41.85 crores agpinst Rs 38.44 
crores, of Ccopcr Rs 13.38 
crores against Rs 11.54 crctes 
and of Tiwac Rs 51 lakhs 
agdinst Rs 37 Jckh*-. Walchand- 
M|iagar has executed the o’‘der 
IPf Raasi Cement (1,200 tonnes 
per day) in AP. It has en er- 
ed the market for supply of 
mini-cement plants of 200 
tonnes per day capacity. On 
the export front, the company 
has secured an order for the 
supply of machinery for a 
2,000 tonnes per day cement 
plant in Indonesia. 


J.K. Tyre 

J.K. Tyre’s turnover in 1980 
Inas been marginally lower at 
Rs 57.50 crores against Rs 
60.45 crores in the previous 
year, despite a 25 per cent 
lower productif»n due to se¬ 
vere power shortage. The gross 
operating profit is Rs 3.5 
crores, which after deducting 
the cost of borrowings amount¬ 
ing to Rs 6.06 crores, result¬ 
ing in a deficit of Rs 2.56 
crores ayainst a surplus of 
Rs 1.76 crores. No depre¬ 
ciation has been piovided for 
the year. 

Due tc unprecedented power 
cuts in Rajasthan, 100 per 
cent in certain months, the 
l^pacity utilisation was re¬ 
duced to 76 per cent as against 
109 per cent achieved in the 
previous year. The company 
has taken remedial measures 
by installing a battery of diesel 
generating sets at a cost of 
Rs 1.25 crores which will 
greatly reduce the effect of 
any further power cuts. 

During the current year 
1981, the company’s working 
has shown a marked improve¬ 
ment and sales are expected 
to exceed 50 per cent more 
J|^an the previous year. A 
"sizeable expansion programme 
has also been undertaken. 


which wifi further improve 
the working of the company. 

The company is the only 
manufacturer of steel belled 
radial tyres in India. These 
tyres offer outstanding per¬ 
formance not only by way 
of 100 per cent extra mileage 
but also fuel economy of 
about 7 per cent which has 
been established by the Cen¬ 
tral Road Research Institute 
(CRRI). 

JK Cotton Maintains 

J.K. Cotton Spinning and 
Weaving Mills has reported 
a gross profit of Rs 1.45 crores 
for 1980 against Rs 2.05 
crores in the previous year 
despite higher sales of Rs 25.87 
crores against Rs 21.10 crores. 

After providing Rs 64.70 
lakhs (Rs 45.59 lakhs) for 
depreciation and Rs 59.91 
lakhs (Rs 31.84 lakhs) for 
investment allowance reserve, 
there is a surplus of only 
Rs 20.42 lakhs compared to 
the previous year’s Rs 127.40 
lakhs of 1979. 

Out of this, the unchanged 
equity dividend of 10 per 
cent and the usual pryniert 
of preference shares will re¬ 
quire Rs 15.18 lakhs (Rs 22.12 
lakhs). A sum of Rs 5.40 
lakhs (Rs 6.75 lakhs) is pro¬ 
posed to be transferred to 
the general reserve. 

Siddha Syntax 

Siddha Syrtex is entering the 
capital market with a public 
issue of 720,000 equity 
shares of Rs 10 each to piirt- 
finance its project for selling 
up a spinning mill with 15,840 
spindles against the permitted 
capacity of 25,080 spindles in 
a backward tnbal district of 
Udaipur, Rajasthan, The 
company, promoted by Mr 
Subhash Chand Jain, Manag¬ 
ing Director and Mr Mahesh 
Chand Jain, has already start 
ed production on 6,000 spind¬ 
les and the balance machinery 
is expected to be commis¬ 
sioned by September, 1981. 

The total cost cf the pro¬ 
ject is estimated ai Rs 465 
lakhs and will be financed 
through share capital (Rs 147 
lakhs) and the balance through 


term loans. The company is 
having a multi-fibre project 
with the proposed manufac¬ 
ture of cotton, acrylic, viscose 
staple and synthetic blends. 
The company's products will 
meet the needs of h-indlooms, 
powerlooms, hosiery, sewing 


thread and industriai 
hand knitting and weaving 
suiting and shirting and syii*^ 
Ihctic blends with wool foi* 
suitings and shirtings. , 
Acetrding to Mr SubhasR 
Chand Jain, for the i5-montll 
period ending June 1982, the 


Look how PSB 
is getting to be 
No.1 in your 
affections! 



.. worked out 
a pension scheme 
for me" 

Through monthly 
instalments, or fixed 
deposits in the 
Deposit cum Pension 
Scheme. 


“... showed me how a 
sum of Rs. 5,000 could 
double itself — and 
become a future for my 
children" 
Long Term Deposit Schemes. 
► Tailor-made to suit you. 

i Start with Rs. 1,000 or 
B Rs. 50,000. The choice 

§ is yours. 


PSB—The name of total hanking serviee 

ID Punjab & Sind Bank 

IW (A Government ol I ndia Undertaking) 
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tiy's turnover wiii W 
I around rupees seven crores 
rising to Rs 10 crores next 
year. The company will 
generate sufficient proht in the 
second year to service the 
capital. 

The company is also pro¬ 
posing to set up a sewing 
■ thread unit in September 1981 
i' with a capacity of 2,000 kg. 
per day. The company (Siddha 
■'Thread Mills) will be set up 
Jointly with Rajasthan Indus- 
jtrial Investment & Develop¬ 
ment Corporation. 

The issue of Siddha Syntex 
will open for public subscrip¬ 
tion on June 1 and will close 
latest on June 11. 


Hoechst Dyes and Chemi¬ 
cals has received *a’ letter of 
intent for manufacture of some 
of the speciality chemicals for 
which it h^d applied for an 
industrial licence. The mana¬ 
gement is examining the 
viability of the project cn 
modified terms. 

In the meantime, the com¬ 
pany has acquired a plot of 
land at Ankleshwar in Gujarat 
from Gujarat Industrial Deve¬ 
lopment Corporation. 

Widia India 

Widia (India) proposes to 
set UD a senaratc unit for the 


of sophisticated mining toMm 
Medak district, a notified back¬ 
ward area of Andhra Pradesh, 
according to Mr R. Srinivasan, 
Managing Director. 

Mr Srinivasan has told news¬ 
men that the company has 
already received a letter of 
intent and the unit is expected 
to go into production early 
next year. 

Hindustan Gas 

The gross profit of 
Hindustan Gas and Industries 
Ltd has amounted to Rs 1.53 
crores for the year 1980-81. 
Providing Rs 34.28 lakhs for 


tvestment 
and Rs 67.50 lakhs for pro* ' 
vision for taxation, the prott 
after taxation comes to 1^ 
45.79 lakhs. After writin| 
back the sum of Rs 1.0z 
lakhs from development rebate 
reserve and Rs 15.56 lakhs 
brought forward from pre¬ 
vious year there is a Glance 
of Rs 62.38 lakhs for appro¬ 
priation. Allocations include 
Rs 16.89 lakhs for propose 
dividend for the year 1980-81 
and Rs 20 lakhs for general 
reserve. After adjustments 
there is a balance of Rs 25.49 
lakhs to be carried forward. 


JAY SHREE TEA & INDUSTRIES LTD. 

NEW DELHI 

NOTICE 

It is hereby notified for the information of public that JAY 
SHREE TEA & INDUSTRIES LTD. prcposes to give to the 
Central Government in the Department of Company Affairs, 
New Delhi a notice under Sub-section (I) of Sec. 21 of the 
Monopolies and Restrictive Trade Practices Act, 1969 for sub¬ 
stantial expansion of its Shipping activity. Brief particulars 
of the proposal are as under ; 

ij) Name(s) of person(s)/ : JAY SHREE TEA & 

Body Corix>rate owning INDUSTRIES LTD. 

the undertaking NEW DELHI 

In the Unit 

JAY SHREE SHIPPING, 
BOMBAY 

(2) Capital Structure of the : Authorised Capital Rs. 

aonlicant undertaking 75,000 Shares of 75,00,000 

Rs. 100/- each 

4250000 Shares of 4,25,00,000 

Rs. 10/- each - 

5,00,00,000 

Issued Capital Rs. 

4112635 Equity 4,11,26,350 

Shares of Rs 10/- 
each 

Subscribed and 
Paid up Capital 

4099986 fully paid 

Equity Shares of 

Rs. 10/- each 4,09,99,860 

(3) Details of proposed 
Substantial Expansion 

(a) Name of new goods to 
be produced, supplied con¬ 
trolled or distributed or of 

new services to be rendered t NOT APPLICABLE 

(b) In case of substantial 
expansion cf existing acti¬ 
vities: 


(i) Name of the Goods Ships (New Buildings or 

Second hand) of total DWT * 
not exceeding 200000 tonnes. 

(ii) Capacity before : 85311 DWT 

Expansion 

(iii) Expansion proposed ; 200000 DWT 

(iv) Location of the ; Vessels shall ply worldwide 

project for substantial and operations sh.ill be co*i- 
Expansion trolled from Bombay and/or 

other offices of the Company. ^ 

(v) Brief outline of the : The Vessels shall cost on pre¬ 
cost of the project, sent indication US $ 100 Mil- 

the scheme and source lions or approximately Rs 85 

of finance Crores (Based on Exchange 

Rate US S 1 « Rs. 8.50). 
Minimum 5% ard Maximum 
20% of the cost (as may be 
required) is proposed to be 
met by the Company out of 
its own resources and balance 
is proposed to be met by the 
borrowings from Banks/Finan- 
cial Institutions/SDFC/Foreign 
Financial Institutions/Shipping 
Yards or credits sponsored by 
them or their Governments. 

Any person interested in the matter may make a rcprcsenias^^ 
tion to the Secretary, Department of Company Affairs, Govern¬ 
ment of India, Shastri Bhawan, New Delhi within 14 days from 
the date of publication of this notice, intimating his views on 
the proposal and indicating the nature of bis interest therein. 

for JAY SHREE TEA & INDUSTRIES LTD. 

B.C. BIYANI 
President 


Regd. Office 
•INDUSTRY HOUSE” 
10, Camac Street, 
Calcutta-700 017. 

Dated : 26.5.1981. 


MAY i9ai 
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ALL COMMODITIES 

1000.00 

275.8 

274.7 

270.0 

268.3 

236.9 

0.4 

2.1 

2.8 

16.4 

I. Primary Articles 

416.67 

251,2 

250.1 

248.6 

250.0 

221.5 

0.4 

1.0 

0.5 

13,4 

(a) Food Articles 

297.99 

219.4 

218.2 

217.8 

218.5 

192.1 

0.5 

0.7 

0.4 

14.2 

(b) Non-Food Articles 

106.21 

231.9 

231.1 

226.5 

2.30.0 

205.3 

0.3 

2.4 

0.8 

13,0 

(c) Minerals 

12.47 

1,174.4 

1,P4.4 

1.171.7 

1,171.9 

1,060.0 


0.2 

0.2 


II. Fuel, Power, Light and Lubricants 

84.59 

400.3 

400.3 

399.0 

400.1 

303.6 

- 

0.3 

Negl. 

31.*! 

HI. Manufactured Proudcts 

498.74 

275.3 

274.0 

266.1 

261.4 

238.5 

0.5 

3.5 

5,3 

15.4 

(a) Food Products 

133.22 

341.9 

337.7 

312.3 

300.0 

266.5 

1.2 

9.5 

14.0 

28.3,: 

(b) Beverages, Tobacco and Tobacco 










.A 

Products 

27.08 

214.9 

214.9 

214.9 

214.7 

199.9 

— 


0.1 

T.iA 

(c) Textiles 

110.26 

222.0 

222.1 

218.8 

214.3 

210.9 

Ncgl. 

1.5 

3.6 

5.,^ 

(d) Paper and Paper Products 

8.51 

268.2 

268.2 

268.2 

267.5 

255.5 

_ 

_ 

0.3 

5.a 

^ (e) Leather and Leather Products 

3.85 

374.5 

374.5 

372.9 

372.9 

365.7 

— 

0.4 

0.4 

2M: 

(f) Rubber and Rubber Products 

12.07 

260.8 

260.8 

260.4 

260.4 

230.2 

— 

0.2 

0.2 

■i 

(g) Chemicals and Chemical Products 

55.48 

251.5 

251.4 

251.2 

251.7 

215.0 

Ncgl. 

0.1 (- 

-)0.1 

1 

(h) Non-metal lie Mineral Products 

14.15 

289.5 

289.5 

290.5 

289.5 

264.6 

- (■■ 

-)0.3 


9.i 

(i) Basic Metals, Alloys and Metal 










■■1 

Products 

59.74 

300.7 

299.8 

299.6 

297.5 

261.6 

0.3 

0.4 

l.l 

A 

14 .S! 

(j) Machinery and Transport Equip¬ 










'i 

ments 

67.18 

250.9 

249.9 

247.9 

246.2 

230.4 

0.4 

1,2 

1.9 

8.>« 

(k) Miscellaneous Products 

7.20 

238.9 

238.9 

238.9 

238.3 

222.2 

— 

— 

0.3 


«,NeKl.*>Less than 0.05 per cent. 

Source 

: Office of the Economic Adviser, Ministry of Industry, 

Government of India, j 
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(Monthly Averages or Calendar Months) 


(Index Numbers with Base: 1960«:^ 100) 


1; 

Ycar/Month 


For Industrial Workers 


For Urban Non-manual Employees 


All-India 

Bombay 

Calcutta 

Delhi 

Madras 

All-India 

Bombay 

Calcutta 

Delhi— Madras 
New Delhi 

ri975 

321 

303 

288 

336 

325 

279 

246 

244 

273 

310 


296 

294 

290 

328 

283 

273 

251 

247 

272 

292 

i.l977 

321 

315 

318 

354 

306 

292 

266 

262 

286 

307 

:.1978 

329 

323 

326 

365 

316 

304 

280 

275 

298 

318 

1^1979 

350 

347 

345 

382 

341 

321 

306 

291 

316 

341 

14980 

390 

390 

375 

416 

377 

359 

339 

322 

343 

378 

^iFebruary, 1980 

369 

373 

348 

393 

362 

341 

322 

301 

324 

362 

iTMarch. 1980 

373 

375 

356 

398 

363 

343 

324 

306 

327 

363 

4April» 1980 

375 

381 

362 

401 

361 

345 

329 

306 

330 

364 . 

f May, 1980 

382 

385 

371 

407 

367 

350 

335 

312 

336 

369 

mune, 1980 

386 

389 

375 

412 

371 

355 

339 

314 

339 

373 

July, 1980 

394 

399 

381 

423 

383 

363 

342 

320 

351 

380 

August, 1980 

397 

396 

387 

428 

384 

368 

345 

330 

358 

384 

i September, 1980 

402 

391 

396 

430 

381 

370 

345 

339 

355 

385 

JiOctober, 1980 

406 

400 

393 

438 

388 

375 

356 

342 

357 

389 

«?,November, 1980 

411 

402 

397 

430 

398 

378 

354 

346 

359 

397 

flJccember, 1980 

408 

408 

379 

430 

404 

376 

353 

341 

355 

405 

i^January, 1981 

411 

409 

379 

434 

403 

378 

352 

339 

359 

405 

February, 1981 

418 

420 

384 

434 

409 

382 

357 

343 

361 

411 

i;March 1981 

420 

423 

485 

438 

410 

385 

359 

345 

367 

412 


Sources : Labour Bureau (Ministry of Labour), Government of India and CSO, Ministry of Planning, Government of India, 


Index Numbers of Industrial Production: 1975-1981 

(Monthly Averages or Calendar Months) 


(Base: 1070 = 100) 


‘Year/Month 

Source Classification 



Use-based Classification* 


Input-based Classification* 

Sectoral 















Indicators* 


General Mining 

Manu- 

Electri- 

Basic 

Capital 

Inter- 

Consumer Goods 

Agro- 

Metal- 

Chemi- 

Trans- 

Energy 


Index 

and 

facturing 

city 

Indus- 

Goods 

mediate 


Industries 


based 

based 

cal- 

port 

Out- 


(Crude) 

Quar- 



tries 

Indus- 

Indus- 

— 

— 

— 

Indus- 

Indus- 

based 

Equip- 

put® 



lying 




tries 

tries 

Total 

Durable 

Non- 

tries 

tiies 

Indus- 

ment 











Goods 

durable 



tries 

and 












Goods 




Allied 
















Industries 

Weight 

100 00 

9-69 

81-08 

9-23 

32-28 

15-25 

20-95 

31 -52 

3-41 

28-11 

33 -68 

21 -93 

12-86 

10-79 

18-51 

1975 

119 2 

127-9 

116-0 

138 -6 

129-0 

130-1 

113-7 

107 -4 

106-0 

107 -6 

106-1 

123-1 

128 -9 

116-1 

132 -0 

v|976 

133 7 

136 -8 

130 -3 

160-3 

147-5 

143-8 

122-2 

118-4 

120-0 

118-2 

112-2 

135 -4 

151 0 

132 -6 

146-6 

■fW? 

138 3 

139 -9 

135-1 

165 -4 

155 -0 

151 -7 

125 -8 

126-0 

137-0 

124-6 

114-8 

144-8 

161 -4 

130 -9 

151 -4 

■1978 

147 8 

142-1 

144-4 

183 -6 

162 -4 

156-8 

135 -8 

138 -3 

147-9 

137-1 

124-5 

154-3 

177 -8 

132 -0 

163-1^ 


149 5 

148-5 

144-7 

193 -0 

166-2 

161 -0 

139 -6 

135-1 

156-8 

132-5 

121 -6 

157-7 

183 -2 

134-6 

171 -6 


150-3 

144-1 

145-6 

197 -3 












pme.1980 

141 -2 

130-0 

138 -6 

176-5 

150-9 

161 -0 

136 0 

126-1 

162 -5 

121 -7 

119-0 

156-1 

167 -4 

131 -3 

155 -7 

1980 

147-9 

135-0 

143 -9 

196 -4 

157 -0 

1.59 -2 

144-2 

136-4 

168 -6 

132-5 

129 -2 

156-2 

174-1 

136-9 

168-0 

tAguust, 1980 

148-4 

130 -0 

144-4 

202-3 

161 -3 

158 -9 

144.8 

133-3 

155 0 

130-7 

1251 

153-4 

183 -9 

131 -5 

168 -3 

t^rtember, 1980 

150 3 

134 -0 

145-8 

206-6 

162 -2 

162 -3 

1-17.9 

131.4 

158 -2 

128 -2 

123 -7 

157 3 

188 -0 

138-3 

172-5 

iOcCaber, 1980 

151 -2 

143 -0 

145 -2 

212-3 

170-3 

161 -9 

143 -9 

132-5 

156 -3 

129 -7 

124-8 

156-1 

184 -7 

136 6 

178-1 

November, 1980 

153-8 

140-0 

149 -7 

213-2 

171 -6 

167 7 

143 2 

142 -3 

166-8 

139-3 

128 -9 

163 0 

189 -2 

136 0 

176 4 

December, 1980 

164-7 

164-0 

158 -9 

216-6 












, January, 1981 

167-4 

173.0 

16t -6 

212-6 












1 February. 1981 

161-1 

179-7 

154 -6 

199-0 












1 A year agot 

149-0 

151 -0 

145 -2 

179 -8 

153 -5 

154-5 

143 -4 

136-7 

164-5 

133 -3 

125 -4 

153-7 

180-7 

136 -4 

162-0 


Note:—Figures for the last three months arc provisional and gem rally subject to revision. * Derived series (R.B.l. Classification). Revisions arc earned 
out in the group indices as and when advi.sed by the C.S.O. @Consists of coal and lignite, petroleum crude and products, and electricity. ^ ^ 
tFigures in this row relate to that month in the previous year corresponding to the latest month for which data arc presented. 

Origimil Source: Central Statistical Organisation. 
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Statemeat of Affain of the Reserve Bank of India : 1975-76 to iMl 

(Issue and Banking Departments Combined) 


OUCrort 




LIABILITIES 


on last Friday/ 
Friday 


Notes 

in 

Circula¬ 

tion 


Deposits 


Total 


_ O f whi ch _ 

Central Scheduled 
and Commci- 
State cial 
Govern- Banks 
mcnts 


Other 

Liabili¬ 

ties 


Total 
Liabili¬ 
ties/ 
Assets 
1+2 f3 
-= Total 
5 to 11 


ASSETS 


Foreign Gold Govern- 
Exchange Coin mcnt 
Assets^ and of India Total 
Bullion Rupee 
Securities 


Loans and Advances 


Of which 
State Sche- 
Govern- duled 
ments* Com¬ 
mercial 
Banks 


Bills Invest- 
Pur- monts 
chased 
and 
Dis¬ 
counted 




( 1 ) 

( 2 ) 

( 2 u) 

( 2 b) 

(3) 

(4) 

(5) 

( 6 ) 

(7) 

(8) 

(8a) 

(8b) 

(9) 

(10) 

(U) 4 

1975-76 

6,535 

2,913 

671 

607 

2,137 

11,585 

1,518 

183 

6,105 

2,053 

304 

798 

739 

444 

544 : 

1976-77 

7,743 

3,664 

388 

1,146 

2,213 

13,620 

2.768 

188 

6,500 

2,430 

327 

967 

531 

215 

98$ 

jj|7-78 

8,602 

6,287 

2,771 

1,674 

2.927 

17,816 

3,889 

193 

6.645 

2,106 

402 

331 

2,809 

1,077 

1.096/; 

IIP8-79 

JO,267 

4,876 

723 

2,634 

3,222 

18,365 

4,655 

219 

7,366 

2,352 

170 

546 

1,675 

852 

1,246 r;: 

1979-80 

11,820 

5,803 

710 

3,6.34 

4,169 

21,852 

4,782 

225 

8,891 

2,780 

191 

739 

2,516 

1,255 

1,404 

1980-81 

1.3,773 

6,521 

788 

4.092 

5,108 

25,361 

4.320 

226 

10,045 

3,504 

599 

589 

3,162 

465** 

1,446 

Dccemhei, 1980 

12,917 

5,485 

81 

3.909 

4,587 

22,988 

4,444 

226 

10,230* 

3,055 

400 

519 

1,861 

1,797 

1.J75 

January, 1981 

13.074 

6,169 

980 

-3,757 

4,852 

24,095 

4,480 

226 

11,052* 

3,142 

445 

516 

3,321 

374** 

1.S0I 

February, 1981 

13,.172 

6,625 

1,277 

3,945 

4,979 

24,976 

4,589 

226 

11,622* 

3,233 

479 

530 

3.390 

383** 

1.533 

March 1981 

13,773 

6.521 

788 

4,092 

5,108 

25,361 

4,320 

226 

12,238* 

3,504 

599 

589 

3,162 

465** 

1,446 

April 3.I9SI 

13.93) 

6,040 

62 

4,236 

5,40.3 

25,374 

4.354 

226 

12,298* 

3,484 

684 

549 

2,860 

470** 

1,684 , 

April 10 , 1981 

14,269 

5,710 

93 

3,949 

5,261 

25,240 

4,265 

226 

12,417* 

3,625 

874 

548 

2,639 

470** 

1.S9B 

April 17. 1981 

14,301) 

5,903 

66 

4,181 

5,474 

25 676 

4,277 

226 

12,410* 

3,785 

1,036 

550 

2,924 

472** 

1,578 , 

April 24, 1981 

14,139 


89 

3,969 

5,451 

25,275 

4,209 

226 

12,568 


870 

549 

3 

473 

1,598 

May 1. 1981 

14,060 


78 

4,225 

5,396 

25,390 

4.167 

226 

12.380 


986 

549 

4 

469 

1,562 


W 


^ Foreign securities plus balances held abroad. The latter includes cash, short term securities and fixed deposits. ® Including temporary overdrafts. 

^ Including ru( 7 cc coins and Govenuncni of India one rupee notes. * Including or/-/a>c treasury bills. ** Includes investments in foreign shares/bonds 
but excludes those in ruj.'vcc sccuruics. 


All Scheduled Commercial Banks* -Business in India : 1975-76 to 1981 


(Amouuts in Rs. Croros) 




Deposits 

Borrow- 

Cush in hand and 

Invc.stmcnts 

Bank Credit® 

Select Ratios 

(in per cent) 





• 

1« 1 '. 1 










AS on lasi rriuay/ 

■ 


" ““ 

ings 

niiiiinccs wiin 


■ 

- 


- 





Friday 

Dcmandt lime 

t Aggre- 

from 

Reserve Bank'-* 

Govern¬ 

Other 

Total 

Total 

Of which 

Cash 

Invest¬ 

Credit 

Food 




Katc 

Reserve 

— 


. 

ment 

Ap¬ 

(4a+4b) 


Food 

to 

ment 

to 

Credit 




(la + lb) 

Bank* 

Cash Balances Total 

Securi¬ 

proved 



Credit Deposit 

to 

Deposit 

to i 






in 

with 

.3a 1 3b 

ties® 

Securi¬ 





Deposit 


Total ; 






hand 

Reserve 


ties 







Bank 







Bank- 










Credit ? 


(la) 

(lb) 

(D- 

( 2 ) 

(3a) 

(3b) 

( 1 ) 

(4a) 

(4b) 

(4) 

(5) " 

(5a) 

( 6 ) 

" (7)“ 

( 8 ) 

(9) : 

1975-76 

5,817 

8,338 

14,155 

798 

305 

607 

912 

3.283 

1,324 

4,607 

10,877 

\,52\(al 

6-44 

32-55 

76 -84 

13 -98 . 

1976-77 

6,943 

10,623 

17,566 

967 

3.54 

1,146 

1.500 

3,930 

1,606 

5,535 

13,173 

2,190@ 

8-54 

31 -52 

74-99 

16*62 


8,867 

13.-344 

22,211 

331 

469 

1,674 

2,143 

5,907 

1,990 

7,897 

14,939 

1,984 

9*65 

35 -55 

67*26 

13 *28 , 

^978-79 

10,388 

16,628 

27,016 

546 

557 

2.634 

.3.191 

6,621 

2,488 

9.109 

17,795 

2,210 

11 -81 

33 -72 

65 -87 

12*42 i 

1979-80 

10,962 

20,797 

31,759 

739 

616 

3,634 

4,250 

7,444 

3,181 

10,624 

21,537 

2.100 

13-38 

33 -45 

67-81 

9 *75 ; 

1980-81 

7,434 

29,937 

37371 

589 

747 

4.092 

4,^40 

8,986 

if.079 

13,065 

25.090 

1,772 

12-95 

34 -96 

67-14 

7 -06 

December, 1980 

7,405 

29,088 

36,493 

519 

777 

3,909 

4,685 

9,030 

3,893 

12,923 

23,767 

2,035 

12-84 

35 -41 

65-73 

8*48^ 

January, 1981 

7,450 

29,558 

37,008 

516 

662 

3,757 

4,419 

9,261 

3,919 

13,180 

24,487 

2,161 

11 -94 

35 -61 

66-17 

8-83"^ 

February, 1981 

7,358 

29,870 

3\228 

530 

744 

3.945 

4.689 

9,305 

3,921 

13,226 

24,860 

1,980 

12-60 

35 -53 

66 -78 

7 *96 ■ 

March, 1981 

7,734 

29.937 

34,945 

589 

747 

4,092 

4,839 

8,986 

4,079 

12,749 

22,6S7 

1,772 

12-95 

34 96 

67-14 

7*06 ■ 

Aptil 3,1981 

7,899 

30,070 

37,969 

549 

752 

4,236 

4,988 

9.332 

3.978 

13,310 

25,305 

1,682 

13-14 

35-05 

66-65 

6-64 1 

April 10.1981 

7,674 

30,279 

37,953 

548 

752 

3,949 

4,702 

9,463 

3,970 

13,433 

25,466 

1.727 

12 39 

35 39 

67-10 

6,78 ^ 

April 17. 1981 

7,755 

.30,322 

38,077 

550 

755 

4,181 

4.937 

9,452 

3.970 

13,421 

25,492 

1,719 

12-97 

35 -25 

66 -95 

6 *74 ■ 


* Inclusive of the figures pertaining to Regional Rural Ranks, f On various dates commencing from January 1978 a number of scheduled 
commercial banks have classified a larger proportion of their savings deprjsits us time deposits and u smaller proportion us demand deposits. 
^ As available in the Reserve Bank records. * As pci the statement of adairs of the Reserve Bank of India. ® At book value indudiiii 
treasury bills and treasury deposit receipts etc. ^ Effective Joly 27, 1979, the data arc inclusive of all participation certificates (PCs) issued by 
scheduled commercial banks, i.e. to other banks and financial institutions. Piior to this date, the data were inclusive of PCs issued to banks otdy 
and not to financial institutions, @ Figures relate to advances of Indian Scheduled Commercial Banks. Later figures include such advances 
by Foreign Scheduled Banks also. 
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Moacy Stock Mhmum 


pks on last Friday/Friday 

Currency with 
the Public 

Deposit Money 
of the Public 

Post 

Ml* Omce 
(1 + 2) Savings 
Bank 
Deposits 

:8* 

Time 

M 2 Deposits 
(3+4) with 
Banks* 

Total 
M, Post 
(3+6) Office 
Deposits 

M. 

(7+8) 

Total 

Of which Total i 
Notes in 
Circulation 

Of which 
Demand 
Deposits 
withBank 

1 

(1) 

(la) 

(2) 

(2a) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(») 

ll975-76 

6,704 

6,492 

6,439 

6,385 

13pl43 

1,475 

14,618 

9,143 

22,286 

3,179 

25,465 

|l976-77 

7,873 

7,700 

7,736 

7,636 

15,609 

1,537 

17,146 

11,671 

27,280 

3,607 

30,887 

'll977-78 

8,631 

8,559 

9,752 

9,683 

18,383 

1,677 

20,060 

14,522 

32,905 

4,130 

37,035 

11978-79 

10,212 

10,224 

11,607 

11,405 

21,819 

1,850 

23,669 

18,071 

46,800 

4,777 

46,667 

^1979-80 

11,687 

11,777 

12.585 

12,174 

24,272 

2,007 

26,279 

27,528 

45,384 

5,628 

52,428 

f1980-81 

13.481 


9.089 

8,747 

22,570 



31,814 

54,384 



tJune, 1980 

12,088 

12,323 

12,196 

11.957 

24,284 

2,020 

26,304 

24,488 

48,772 

5,763 

54,535 

ji September, 1980 

11.679 

11,784 

11,973 

11.793 

23,600 

2,052 

25,652 

25,755 

49,355 

5.944 

55,299 

? October. 1980 

12,213 

12,383 

10,472 

10,313 

22,685 

2,050 

24,733 

27,856 

50,541 

5,973 

56,514 

November, 1980 

12,523 

12,874 

8,945 

8,314 

21,112 

2,050 

23,162 

30,175 

51,287 

6.0]2 

57,299 

; December, 1980 

12,621 


8,810 

8/27 

21,560 


23,616 

30,945 

52,511 

6,012 

58,523 

-January, 1981 

12,894 


8,918 

8,771 

21,812 



31,398 

53,210 



fi February. 1981 

13,123 


8,790 

8,672 

21.913 



31,756 

53,669 



^MOrch, 1981 

13.481 


9,089 

8,747 

22,570 



31,814 

54,384 



'April 3.1981 

13,674 


9,662 

9,253 

23,336 



31,993 

55,329 



fApril 10, 1981 

14,014 


9,372 

9,032 

23,386 



32,202 

55,588 



■ April 17. 1981 

14,047 










_ S' 


♦On various dates starting from January 1978, a number of scheduled commercial banks have classified a larger proportion 
of their savings deposits as time liabilities (deposits) and a lower proportion as demand liabilities (deposits). 


Sources of Change in M| 


(Rs. Crores) 


As on last Friday/ Net Bank Credit to Bank Credit to Net Foreign Exchange Govern* Banking Sector's Net 


Friday 

Government 

Commercial Sector* 

Assets of Banking Sector 

ment’s 

Non-monetary Liabilities 







— 




— 

Currency (Other than Time Deposits) M, 


RBIV 

Other 

Total 

RBI’s 

Other 

Total 

RBFs 

Other 

Total 

Liabilities 



--(1+2 

* 

Net 

Banks* 

(la + lb) Credit 

Ranks* (2a+2b) 


Banks* 

(3a + 3b) 

1 to the 

of RBI Residual 

Total 

3+4+ 


Credit 

Credit 



Credit 





Public 



(5a+Sb) 

-5) 


(la) 

(lb) 

(1) 

(2a) 

(2b) 

(2) 

(3a) 

(3b) 

(3) 

(4) 

(5a) 

(5b) 

(5) 

(6) 

i 1975-76 

6,697 

3,414 

10.112 

721 

14,671 

15.392 

1.078 

15 

1,094 

555 

2,577 

2,290 

4.86^ 

22iiir 

i W76-77 

6,926 

4,096 

11.022 

887 

17,617 

18.503 

2,542 

—70 

2,471 

568 

2,833 

2,451 

5,284 

27,280*^ 

i 1977-78 

7,387 

6,083 

13,470 

954 

20,268 

21.222 

4.532 

-8/, 

4.445 

593 

3,452 

3,373 

6,825 

nj90S 

1 1978-79 

8,568 

6,823 

1531 

1,248 

24,100 

25.348 

5,506 

—72 

5.434 

603 

3,312 

3.574 

6,886 

39,890 

i 1979-80 

11.535 

7,696 

19,231 

1,548 

29,084 

30,632 

5,494 

-72 

5.422 

592 

3,930 

5,147 

9,077 

46,800 

> 1980-81 

15,231 

9,268 

20.800 

1.703 

33,808 

35.511 



4.639 

605 

4,716 

6,154 

10,870 

54,384 

! June, 1980 

12,422 

8,725 

21.147 

1,563 

29,733 

31,296 

4,967 

—72 

4.895 

599 

3,856 

5.309 

9,165 

48,772 

1 September. 1980 

12.501 

9,610 

22.111 

1,521 

29.952 

31,473 

5.095 

-~72 

5,023 

594 

4,483 

5,363 

9,846 

49455 

' October, 1980 

12,903 

9.308 

22.211 

1,524 

30,667 

32,191 

4.952 

—72 

4,880 

596 

3,617 

5,836 

9,453 

50441 

[ November, 1980 

13.622 

9.634 

23,2S6 

1,600 

30,783 

32,307 

4,894 

-72 

4,822 

692 

4,146 

6.004 

10,150 

51487 

' Deeember, 1980 

J 3.871 

9.295 

23.166 

1,623 

32,155 

33.778 

4,735 

—72 

4,663 

602 

4.270 

5.428 

9,698 

52411 

January* ^^^1 

13.860 

9,536 

23.396 

1,627 

32,838 

34,465 



4,707 

603 

4,413 

5.548 

9,961 

534I8 

February, 1981 

14,236 

9.586 

23,822 

1,647 

33.373 

35,020 



4.825 

605 

4,500 

6.103 

10,603 

53,669 

March. 1981 

15,231 

9.268 

24,499 

1,703 

33,808 

35,511 



4,639 

605 

4,716 

6,154 

10,870 

54484 

April3J981 

15.799 

9,614 

254,13 

1,698 

33,913 

35,611 



4,678 

606 

4.772 

6.207 

10,979 

55429 

April 10.1981 

15,856 

9.745 

25,601 

1.702 

34,073 

35,775 



4,589 

607 

4,716 

6.268 

10,984 

55488 

- 


♦indudes public sector enterprises. 
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May 27 

Mr K. D. Malaviya, former Union 
Minister, who put India on the oil map 
of the world, died in New Delhi. 

Former Lok Sabha Speaker Bali Ram 
^Bhagat resigned from the Congress (U). 
He said the Congress (I) was "the real 
Congress.” 

The Organisation of Petroleum Export¬ 
ing Countries (OPEC) failed to agree on 
new unified oil prices at a two-day meet¬ 
ing that ended in Geneva. 

Credit worth about Rs 500 crores 
will be withdrawn as a result of the 
Reserve Bank's decision to raise the cash 
reserve ratio of banks from six to seven 
per cent. 
m 

May 28 

Maharashtra Chief Minister A. R. 


IVeei 

Antulay formally inaugurated the Rs 66 
crores Bombay High gas-based liquefied 
petroleum gas (LPG) plant at the Oil 
and Natural Gas Conunission’s terminal 
at Uran, about 50 km from Bombay. 

May 29 

The Government and Assam move¬ 
ment leaders adjourned their current 
talks and agreed to hold the next round 
in the third week of June. 

May 30 

President Sanjiva Reddy leaves for 
Nairobi on a week-long State visit to 
Kenya and Zambia heralding a new 
chapter in India's relations with the 
African countries. 

The Association of Indian Engineer¬ 
ing Industry (AI£1), signed a memoran¬ 
dum of understanding with the Hunga¬ 


rian Chamber of Commerce for promot¬ 
ing cooperation between engineering in- ; 
dustries of the two countries. ; 

The Bangladesh President, General i 

Ziaur Rahman, was assassinated in 
Chittagong in the early hours and a 
State of Emergency proclaimed in the ; 
country. 

The Government has decided to allow 

export of certain grades of barytes sub¬ 
ject to minimum export price. 

India's first developmental satellite 
launch vehicle, SLV-3-D, streaked into 
space after a successful blast olf from 
the Sriharikota launch pad. 

May 31 | 

Arunachal Pradesh Lt. Governor R.N. j 
Haldipur resigned. He has decided to | 
leave ofiSce early in June. j 

June 1 ! 

Indefinite curfew imposed on Aligarh ; 
town following four deaths in stabbing j 
incidents. | 

The Government broad-based the all \ 
industry duty drawback rates for expor- \ 
ters by including 47 new items eligible \ 
for this concession and increasing the | 
existing rates for several products. 

The Bangladesh Governmant crashed 
the three-day-old army rebellion in 
Chittagong and brought to Dacca the 
body of the slain President, Gen. Ziaur 
Rahman, for burial. 

June 2 

Maj. Gen. M.A. Manzoor, who led 
on June 30 an abortive military coup in 
Bangladesh, was killed by soldiers 
who were escorting him to Chittagong 
after his arrest. 

The Industrial Finance Corporation 
of India (IFCI) is to augment its re¬ 
sources through the issue of bonds worth 
Rs 21.75 crores 

Wheat procurement has touched 54.52 
lakh tonnes, thereby exceeding the figure 
of 53.58 lakh tonnes reached at the same 
time last year. 

Army and Navy units moved into 
Jaffna in Sri Lanka to take over the 
security arrangements following violence. 
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i Exit Zia, Enter What ? 

\ 

\ 


j Power, said Mr Mao Zedong, flows from the barrel of a gun. 
( So docs death. The late President Zia-ur-Rahman was not 
j quite a friend of India. Nonetheless, his passing has caused 
I an unease which will persist. It is not clear why General 
I Manzoor did what he did. The Bangladesh Government 
(which has so far survived the shock) has been at pains to 
dispel any notions of an organised rebellion by consistently 
calling the rebels ‘miscreants’. The fact, however, remains 
that General Manzoor was successful in convincing a part of 
the Army that salvation lay in the death of the President. 
Having done so, with a little help from his friends, he was able 
to direct the killing. In countries where the army pays the 
piper, a revolt does not necessarily call for civilian participation 
before becoming eligible for the term ‘rebellion’. And what¬ 
ever the name, it smells as rank. 

For Bangladesh, the death of Mr Rahman spells out just 
one thing for the long run: it must look to see why such 
killings are viewed by dissidents as the only way out. The task 
will not be easy. In a country where politics is riven with 
‘ factionalism, where emotions run high, and where the army 
has become accustomed to calling the tune (however discor- 
^^ant), patience and the politics of compromise arc scarce 
virtues. And then there is that other thing—tradition. Three 
assassinations in six years may not yet amount to one. But 
they can. It is this that must be prevented (if for no other 
reason than only to cock a snook at Pakistan. After all, do 
not the Bengalis consider themselves superior to the Punjabis?). 

In the immediate future, the task before Mr Sattar will be 
to guide Bangladesh back to normalcy. Up till now there has 
been no divergence between him and General Irshad, the Chief 
of Army. (It is early days yet). In the coming weeks, 
Mr Sattar’s skills as a politician will be severely tested. In 
inviting all political parties—^some or one of which must have 
been in touch with General Manzoor—to the condolence 
meeting, an invitation which could not be spumed, he gave a 
good demonstration of these skills. It now remains to be seen 
if he will (with General Irshad’s help) keep the lid on or 
whether he will allow the normal democratic political processes 
to work. If he follows the former course, he will be taking 


the easy way out. That will also be the way to (potential) 
disaster. 

The seventy-five-year old Mr Sattar is bound by the consti¬ 
tution to hold elections within 180 days. Assuming that 
General Irshad (or someone else from the army) does not 
intervene in the meanwhile and assuming that he will be a 
candidate for presidency, Mr Sattar will face (definitely) 
Mrs Hasina Wajed, (perhaps) Dr Badruddoze Chowdhury of 
the BNP and (probably) General Osmani who also has a paruA 
of his own. Mrs Wajed is likely to be the strongest contender.^ 
If she wins, she will have a problem-—the National Assembly 
will be packed with members from Mr Sattar's party. That 
eventuality, however, is still some months in the future. 

Of more immediate relevance is the course Mr Sattar will 
follow now. The easiest thing to do would be to restrict 
political activity. Jt would also be the most wrong-headed. If 
the Acting President of Bangladesh does not want to go the 
way of the two Rahmans, he would do well to practise politics 
the way it should be practised- through compromise and not 
through force. For otherwise, like of the Bourbons it will be 
said of him too that he had learnt nothing and forgotten 
nothing. 

Of this, there is already some evidence. General Manzoor 
is dead, killed, it is reported, by angry loyalist troops. ThQ}^ 
must have been angry indeed to have done so despite the armed 
escort (presumably) provided to him. Such acts do not speak 
very highly of their discipline. On the other hand, if they 
were tacitly encouraged to do so, it is difficult to think very 
highly of the Government. Perhaps, Mr Sattar and General 
Irshad wanted to avoid the problems that could arise out of a 
long drawn-out trial and took a short cut. But then, that was 
precisely what General Manzoor tried and look what happened 
to him. 

The answer to Bangladesh’s problems lies in keeping the 
army in its place by (if possible) gentle pursuasion. So long as 
every platoon commander feels that be can grab power by 
shooting incumbents, the danger of coups will exist. 71i<^ 
failure of the last attempt will (hopefully) have some salutary 
effect on others similarly inclined. 
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Oil on Troubled Waters 


TfiE INTERNATIONAL pricc of oil has been frozen by the 
Organisation of Petroleum Exporting Countries. In theory, 
that is. In practice the price is falling. The glut engineered 
by Saudi Arabia means that quality premiums arc being cut day 
by day, and countries like Libya and Nigeria which charge 41 
dollars per barrel (against 32 dollars per barrel for Saudi 
crude) will find it necessary to shave their premia if they want 
to remain in business. Besides, at a time when global inflation 
continues on its relentless course, a pricc freeze for oil in 
nominal terms means a fall in real terms, 
m OPEC has decided on a production cut of 10 per cent to 
mse the oil glut. Once again, that is merely the theoretical 
position on paper. The cut excludes three of the most 
important producers - Saudi Arabia, Iran and Iraq. Saudi 
Arabia’s normal output is S.5 million barrels per day but it has 
deliberately raised its level to 10.3 million barrels per day and 
intends to keep it there li I it is able to dictate terms to the rest 
of OPEC. Iran and Iraq need to sell all the oil they can lo pay 
for war damage. Thus the 10 per cent production cut is being 
levied on only half of OPI C output, and even this is an 
exaggeration as most countries have already cut production 
simply for want of buyers. The only real cuts will be imposed 
Venezuela, United Arab Emiiatcs and Gabon, the total 
at of these three nations being less than 400,000 barrels per 
day. That will make very little difference to the current glut, 
estimated at more than two million barrels per day. 

OPEC has often been called an oil cartel. It has ceased to 
operate as one. A cartel is a body of producers which rigs up 
prices and manipulates production to maintain the high pricc. 
This is indeed the way OPEC behaved between 1973 and 
1978. But after the Iranian revolution of 1978 shook up the 
oil market. OPEC lost control of the pricc mechanism. There 
was such a scramble for limited oil supplies that country after 
country raised its prices unilaterally, higher and higher above- 
OPEC rates, and found that there were always plenty of willint» 
buyers in sight. I'hc situation was worsened by the Iran-lraq 
war, which removed another three million barrels per day from 
world output. Saudi Arabia increased its output from 8.5 
Uteillion to 10.3 million barrels per day, but still could not .stem 
the rot in 1979-80. 

The situation has changed quite dramatically in 1981, thanks 
to a sharp fall in oil consumption the world over. Western oil 
consumption fell by seven per cent in 1980 and looks like 
falling another five per cent this year. At the same time oil 


production in the North Sea, Mexico and Alaska has increase^* 
so that the need for oil from OPEC has dropped sharply^ 
This is not a short-term efleet caused by recession. The XJ& 
Gross National Product shot up by 8.4 per cent in the first 
quarter of 1981, yet oil consumption fell. In Japan also, which 
is growing steadily at around live per cent, oil consumption 
has fallen. Clearly the high price of oil has finally induced 
conservation measures which have permanently altered the 
structure of demand, and will continue to do so in future, i 
The decontrol of oil in the USA has been as important a factor ! 
as the rise in OPEC rates. 

Thus the oil glut is likely to continue for a long time. It 
is worth pointing out that Iran and Iraq, currently producing 
around three million barrels per day between them, could 
increase their output to a combined 10 million barrels per day 
once the war ends. This is much more than the temporary in- j 
crease in Saudi Arabian output, and more than expert estimates 
of the rise in world demand for OPEC oil in the coming decade. 
Oil production from non-OPEC Stales is rising last, particularly 
in Mexico (and even in India). Countries like Mexico, 
lndone.sia, Nigeria, Algeria and Venezuela have been very > 
heavy borrowers on the inlcrnalional market, and their debt i 
repayments in the years ahead will be enormous, given the j 
high interest rates prevailing. Thus they will have to keep! 
output at a high level to meet the repayment schedules, and \ 
there seems no prospect of production cutbacks by them. { 
This will reinforce the easy availability of oil. < 

Saudi Arabia has given notice that it wants an end to real ^ 
oil pricc hikes. Its first objective is to force OPEC to return 
to a united price. JI then hopes to index oil prices to global | 
inflation, keeping oil prices constant in real terms. This is 
because Saudi Arabia is afraid that any further rise in the real 
price of oil will encourage alternative sources of energy which 
could make oil obsolete by the next century. It also has huge in¬ 
vestments now in Western countries and currencies, and the value 
of these investments depends directly on the health of these 
economies. They need a break from a full decade of skyrocket¬ 
ing oil prices, and Saudi Arabia is determined to give it to them. 

This happy scenario could, of course, change. A coup in 
Saudi Arabia could once again make oil scarce. It is also 
possible that a few years of stable oil prices might again 
result in galloping consumption and a supply pi oblcm. But 
the chances are that the 1980s will be much happier for oil 
importers than the lust decade. 


Credit Screw Tightened 


In a bid to contain expansion in non-food credit, the Reserve 
Bank of India has announced that the cash reserve ratio of com¬ 
mercial banks will be raised from six to 6.5 percent by the last 
Friday of July and further to seven per cent by September 11. 
besides, the discretionary refinance rate and the bills rediscoun¬ 
ting rate will be put up by three per cent to 14 per cent with 


effect from July 1. The two measures should reduce the lendable 
resources of banks by Rs 400/500 crores, by and large offsetting 
the growth in deposits. As the statutory liquidity ratio is to hi 
maintained at 34 per cent, credit expansion beyond the stipulat¬ 
ed levels can take place only if the deposit growth is faster. 

Welcome though from the point of view of mitigating the 
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j: pressure of excess liquidity on the price-line, it is, however, a 
j moot point how far they will go in containing the money supply 
' with the public. Bank credit is just one component of money 
supply. The more important fiictor to contend with in this res- 
, pect in the current situation is the marked increase likely in 
I deficit financing not only by the Centre but also by the State 
■ Governments. With the bearer bonds scheme failing to yield 
the expected Rs 800 crores this year, the estimated deficit of 
[ the union exchequer should go up by about Rs 500 crores. 
j Revival of this scheme after Supreme Court's verdict may 
' rectify the situation to some extent. But the State exchequers, 

\ particularly of West Bengal, Tamil Nadu and Rajasthan too are 
I. reported to be running up sizeable deficits. The overall deficit 
I in the Central and State budgets, thus, can be expected to be 
larger than envisaged. Jhis is bound to wipe out the whole- 
i some effect of the above measures of the Reserve Bank. What 
j, is called for is an integrated package for containing the infla- 
tionary potential. 

, It is to be hoped that indiscriminate credit restraint will not 
I affect production which is of utmost importance at present. If 
J production fails to increase according to projections, enlarged 
' ‘ deficit financing will only engender further inflation. Credit 
requirements for legitimate production purposes of all the sec- 

1 What Price 

\ 

' A riRsr sPAcr launch is an occasion for celebration. The 
second space launch is a time to start asking questions. How 
much does it cost ? Is it worthwhile ? Is it high technology 
• or simply inappropriate technology ? Is it a scientific achieve¬ 
ment or simply an expensive luxury ? 
i It is difficult to place an exact price tag on a space launch. 

I 1 here arc so many developments spread over several years that 
i go into one launch. An estimate of rupees two crores would not 
i be wide off the mark. Ihis is not exactly a staggering sum of 
money. Much larger sums are paid as overtime to bank cm- 
; ployces who vvoik undertime. 

That still leaves the question, is it worthwhile ? We clearly 
need banks, despite their inefficiencies, and they pay their own 
way besides yielding a vital service. Can the same be said of 
I;. spacecraft ? The answer has to be no. No doubt, it is very 
exciting for our scientists to develop space technology. But it 
I costs twice us much and takes twice as long as simply riding 
' , piggy-back on a foreign launch. For instance, India has already 
; booked space on a future space shuttle flight planned by the 
j USA, and the cost will be a tiny fraction of developing our own 
• launcher. 

Another possible reason for developing space technology 
might be to compete with the USA and other countries in com¬ 
mercial uses like communications satellites. Such an aim ^an 
, only be described as a delusion of grandeur. Even if our scien¬ 
tists arc super geniuses, India simply does not have the kind 
; of money for space programmes which would be needed to 
I catch up with and overhaul the USA in commercial term.s. 

One is left with the conclusion that, in considerable degree. 


tors need to be ensured. This warrants that credit use, parti¬ 
cularly by the public sector, is made more efficient. Since ex¬ 
pansion in priority lending is envisaged to be maintained un^ 'll 
interrupted in terms of the Government of India's guidelines to 
banks, the squeeze can be hard on the private sector, unless 
credit regulation for all the .sectors, including the priority and 
the public sectors, is judicious. Political interference in banking 
operations, needs to be stopped. 

It is appropriate that the Reserve Bank has decided to raise, 
with effect from June 1, the interest payable to banks on the 
balances they arc required to keep with it from 6.5 to seven per 
cent. This follows the recent upward revision in general inter¬ 
est rates, and should help contain the erosion in the profitabi¬ 
lity of banks due to the curbs put on credit with the stipulation 
that they should not raise their lending rales. This rider is an 
indication of the appreciation on the part of the Reserve Bank 
and the Government that costlier credit stokes inflation. 

A small gesture has also been made in the new credit policy 
for exporters. The Reserve Bank is charging, with effect from 
June 1, nine per cent instead of 10 per cent interest on refinanc¬ 
ing facilities for export credit. But what is more urgently 
required is to increase exportable surpluses through better 
production. 

the SLV-3 ? 

India's space feat represents technology for technology’s sake. 

It is simply a display of pomp and splendour, unconnected with 
the real needs of a desperately poor nation. No doubt it boosts 
the ego of the scientists concerned and the politicians who 
bask in its reflected glory. But it does little else. 

India greatly needs to invest in science and technology. 
Unfortunately, it is investing in all the wrong areas. The cream 
of our scientific talent has been locked up in areas like atomic 
energy, space, and aeronautics, where there is a lot of glamour 
and money. But these are the very areas where the cost-benefit 
ratio of research is the lowest, indeed, these areas constitute 
inappropriate technology for a poor, developing country. 

Space may ultimately give us better communications. But 
in a country where any number of villages are without post^ 
offices, leave alone telephones is space launch the answer ? 

The truth is that most of these grandiose projects have a 
defence angle, and dcfencc-oricntcd projects are never subjec¬ 
ted to a cost-benefit ratio. The SLV-3 space launcher can be 
modified into an intermediate range ballistic missile. There are 
defence planners who feel that India must have the capacity to 
launch nuclear weapons with inter-continental ballistic missiles. 

Defence is no doubt important. But that is all the more 
reason to ensure that it is cost-clTicient. Money for defence can 
be spent in a variety of ways, and we must get the most out of 
it. There is no point in pretending that an ICBM or nuclear 
bomb is priceless, to be developed at any cost. The circum¬ 
stances under which such things can be used are extremely rare, ^ 
and it is nonsense to spend money unthinkingly on preparing 
for them. 
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'WTe rarely hesitate to put Western 
^ news agencies on the mat for giving 
slanted or inaccurate news about develop¬ 
ing countries. But 1 wonder how many 
W'estern agencies would be able to match 
the performance of the Indian press in its 
verage of the abortive Manzoor coup 
Bangladesh. All sorts of rumours, 
distortions and plain lies were published 
with a flourish. Had any American or 
British agency done the sime, we would 
have been up in arms at the dastardly 
machination.s of the dreaded foreign hand. 
But where our own faults are concerned, 
Indian journali.sts prefer to maintain a 
conspiracy of silence. No journalist 
wants to expose another, for fear of being 
exposed himself. 

¥ 

The first news classic of the crop was 
a UNI report claiming that the Shunti 
Bahini of Tiger Siddiqui was behind the 
murder. Tiger Siddiqui is an old associate 
of Sheikh Mujib-ur Rahman, who has 
been living in exile in India for several 
years under the sympathetic eye of the 
Indian Government. In fact there was 
not the slightest basis for the report. 
The Shanti Bahini is an organisation of 
the Chakma tribesmen in the Chittagong 
Hill Tracts, an area where Tiger Siddiqui 
has no influence at all. His stamping 
ground is the Tangail-Mymcnsingh area. 
But the correspondent in question had no 
l^ualms about putting out such a scand- 
lously concocted item, and the news 
agency had no qualms about running the 
news without checking it out, as it is 
considered more important to be first 
with the news than right about the new.s. 
Naturally the whole world press seized on 
the report as evidence of an I ndian hand 
in the abortive coup. Fortunately Maj. 
Gen. Manzoor broadcast later from 
Chittagong Radio demanding the abro¬ 
gation of the Indo-Bangladesh friendship 
treaty, proving that his plot was aimed 
miainst India rather than in collaboration 
with it. 


One newspaper report performed the 
remarkable feat of describing Maj. Gen. 
Manzoor’s own troops as the Shanti 
Bahini. In fact the gentleman himself 
has been exterminating the Chakma 
members of the Bahini with ruthless 
cruelty. 

A Nf)THi:R classic news report described 
how Mrs Hasina Wajed pulled the 
chain on a railway train near the Agartala 
border, tried to cioss-ovcr into Indian 
territory, and was arrested. But 
the Bangladesh authorities declare 
that she was never arrested, and 
returned from Sylhet to Dacca of her 
own accord. As proof, they point to 
Mrs Wajed’s own statement in Dacca 
condemning the assa.ssination at virtually 
the same time that Indian newspapers 
claimed she was in custody. 

There have been several news items 
reporting clashes between loyalist and 
rebel troops in the garrisons at Jessorc 
and Comilla. This again has been denied 
by the Bangladesh authorities. Further 
investigation is needed to establish who 
is telling the truth. But, in the light of 
many other false reports, it will come as 
no surprise if the garrison reports also 
turn out to be falsehoods. 

It is not easy reporting on a coup, as 
established channels of information dis¬ 
appear or run dry. But is that sufi'icient 
justification for latching onto every rumour 
Hying around? The false reports came 
from cities far removed from the scene 
of the rebellion. The correspondents 
concerned must liave picked up some 
gossip in an army mess or a politician’s 
office. In such circumstances, it is 
impossible to get independent confir¬ 
mation of news. A journalist must use 
his judgement about the reliability of the 
news source. But did the journalists in 
question bother to exercise such judge¬ 
ment? 

I myself have spent most of my journa¬ 
listic career as a news correspondent. 


and I know how difficult it is to resM 
the temptation to grab the headlines. 
my early reporting days, I was guilty ofj 
publishing several news items on the! 
basis of hearsay. Some of them turnecB 
out to be major bloomers. | 

But this drove home to me the im** 
portance of cross-checking news. Getting 
independent confirmalion of a piece of 
news can be extremely difficult. Time is oft 
the essence in a newspaper job, and infor-| 
mation officers and PROs rarely havoj 
information at their fingertips. Very; 
few people arc willing to talk to a jour4 
nalist about a confidential piece of new9|^^ 
and many have no compunction Jill 
denying news even if it is entirely 
I know of one correspondent —quite an| 
eminent one—who never checks ani 
adverse story with a Ministry on the* 
ground that the Ministry is bound tot 
issue a false denial. « 

T>i’T checking with officials can be mia^l 
-^-^Icading for other reasons. In my timeJ 
I have been misled by umpteen politicians] 
and bureaucrats, who simply did 
not understand what they were talking 
about, or were themselves under a mis¬ 
taken impression. In other cases they 
pul forth their own views as Government 
policy, or magnified tentative suggestions 
into actual decisions. Let me admit 
straightaway that in some cases 1 myself 
was guilty of misunderstanding what the 
other person liad said. 

With all these pitfalls, it is not sur¬ 
prising that inaccuracies appear in the 
news columns every single day. The 
more enterprising a correspondent is in 
exposing confidential news, the more 
liable he is to get some facts wrong. But 
I think we must distinguish between 
different kind of errors. All journalists 
are fallible, but the one fault that cannot 
be forgiven is the willingness to blindly 
report rumours for no better reason than 
that they make spicy reading. 

—Suvaminathan S. Alyar 
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Streamlining Rural Credit 


In rbi’iKua'iing that Jending operations 
in rural areas, particularly for the vulne¬ 
rable sections of the society, ought not 
to be based on the credit-worthiness of the 
borrowers but on the viability of pro¬ 
grammes to be financed, the Committee 
appointed by the Reserve Bank in March, 
1^979, to review the arrangements for 
Pnstitutional credit for agricultural and 
rural devciopement (CRAFICARD) has 
just stressed the obvious. Such a change 
in the criterion for the extension of credit 
in rural areas, as well us for small indus¬ 
trial units to be set up by new entrepre¬ 
neurs, has been talivcd about right since 
the nationalisation of the major banking 
institutions in 1969. The committee, how¬ 
ever,'needs to be complimented on its 
forthright observations on the recovery t)f 
loans which has become a major problem 
Ifcibt only in respect of cooperative socie¬ 
ties but also the naiionalised banks. 

The problem, indisputably, has gained 
dimensions with the tendency of some 
Slate Governments—Tamil Nadu and 
Maharashtra, for instance—to exempt 
whole classes of defaulters from repay¬ 
ment of dues to cooperatives. Even other¬ 
wise about 50 per cent of the loans exten¬ 
ded in the rural areas have proved diffi¬ 
cult for recovery. The committee has 
appropriately stressed that this has a 
dangerous import and wider implications 
for the entire institutional credit system. 
The tendency, therefore, must be halted. 

►- 

Wilful Defaults 

Very significantly, on the basis of the 
case studies conducted by it, the com¬ 
mittee has pointed out that in many cases 
the default is wilful and that too by big 
farmers. In one case study in Madhya 
Pradesh, it has been found that out of the 
797 defaulters in repayment of loans from 
coopeiativc societies, as many as 593 were 
big farmers with overdoes amounting to 
Rs 19.53 lakhs. 

Although the issue had been dwelt 
^upon by a study team of the Reserve 
Bank earlier, whose recommendations 


R. C. Ummat 

were communicated to the State Govern¬ 
ments, the committee, on the informa¬ 
tion available to it, has come to the dis¬ 
concerting conclusion that most of the 
State Governments have not cared to imp¬ 
lement the study team's suggestions which 
included amendment of the State Coopera¬ 
tive Societies Act for automatic disqualifi¬ 
cation of the members of the managing 
committees of cooperative societies if the 
amount of default/number of defaulters 
exceeded 70 per cent of the total demand/ 
toti'l number of indebted membership 
a continuous period of two years and 
also for denial of credit to the surctie. of 
defaulters, proper allowance, of course, 
being made for such events as n tural 
calamities. 

Recovery Procedure 

Emphasising that the recommcncliUions 
of the study team on overdiics should be 
implemented forth with, the committee 
has suggested se\ ei’al other measures so 
that generation of the psychology to 
default, which might endanger the very 
survival of institutional credit structure, 
can be obviated. One important sugges¬ 
tion is that not only no Stale Government 
should as a rule interfere with the re¬ 
covery endeavours by cooperatives but 
also wilful defauKs should be classified as 
a criminal olfcncc. Wilful defauil, it has 
been strongly urged, must attract deter¬ 
rent punishmen: under the criminal law 
and the Union Government should con¬ 
sider making a provision in the law to 
place the onus on borrowers to rebut 
the presiimpliors that the default is 
wilful. 

The other suggestions of the committee 
for expediting repayment of lo: ns in¬ 
clude: (i) offer of incentive by fixing the 
rate of interest on loan initially at a 
slightly higher level and giving of rebate 
of 2 to 3 per ccuit for prompt repayment; 

(ii) publicising of the list of defaulters, 
particularly big landlords and farmers; 

(iii) maintaining the tempo of recovery 
drive throughout the year instead of 


initiating such drives towards the close 0^ 
the year; (iv) embarking upon well-plai^ 
ned recovery campaigns well before the) 
due dates and gearing up of the recovery^ 
machinery for swinging into action at tbeil 
time of harvesting; (v) streamlining of th^.' 
implementation of crop loans ensuring] 
that no ghost acreages are financed andj 
proper verification of the crops financedj 
and augmenting staff wherever foundt'' 
necessa i y, etc, ,j 

Equally significant is the rccommendH-!^ 
tion of the committee that in view' of thoj 
gn>w'ing importance of credit in the rural 
section, not only for farming but also for] 
the overall rural development, a national/ 
bank for agiiciilturc and rural develops 
mcnl (NABARD) should be set up. Th^ 
rural credit structure cuirently is beinji 
looked after by the Reserve Bank throughf 
a special dtpartment. The entrusting c3| 
the job to a specialised agency should 
a long w'ay in providing undivided atten^' 
tion, forceful direction and pointed focuis 
to the credit problem arising out of the 
integrated rural development programme. 
The suggestion, quite appropriately, has 
already been accepted by the Union 
Government. 

RBI Control 

It is heartening to note that the Reserve 
Bank, being the overall guardian of th< 
monetary system in the country, is not t< 
divest itself of all responsibilities for rura 
credit. Essential control over the mone 
lary system will continue to vest with thi 
Reserve Bank. While the NABARD wil 
take over from the Reserve Bank th 
overseeing of the entire ruial credit sys 
tern, including credit for rural artisan 
and village industiics as well asthestl^ 
liOory inspection of cooperative bank 
and the regional rural banks on an agenc 
basis, the Reserve Bank will continue t 
retain the essential controls and also nui 
ture the NABARD. 

Organic link between the Reserve Ban 
and the NABARD is ensured by tl 
Reserve Bank contributing 50 per cent i 
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NABARD share capital, the other 
ilialf being contributed by the Government 
|of India. The Reserve Bank will also be 
l^'nominating three of its central board 
( directors on the board of the NABARD. 
The chairman of the NABARD will be 
nominated amongst the deputy gover- 
>( hors of the Reserve Bank. The authorised 
diare capital of the NABARD will be 
t Rs 500 crorcs and paid-up capital Rs 100 
I; crOFCs. The NABARD will continue to 
; enjoy the term-lending facilities extended 
f j by the Reserve Bank to the Agricultural 
Refinance and Development Corporation 
S ;<ARDC). As regards short-term credit/ 
working capital loans, the NABARD 
11 will depend on the Reserve Bank which 
| will fix aggregate credit limits in its favour 
( for various purposes, f rom the point of 
\! effective enforcement of overall monetary 
* ; and credit policy, the Reserve Bank may 
\ t stipulate such conditions as are necessary 
separately for cooperative banks, com- 
ilmercial banks and regional rural banks. 

(^ 

Ambitious Programme 

! ‘ Wide-ranging recommendations have 
■ 1 been made by the committee to improve 
f the functioning of all the agencies cater¬ 
ing for the requirements of rural credit— 
.'fcooperativc societies, land development 
'' banks, commercial banks, regional rural 
^ banks, etc. An ambitious programme 
| ,'for the reorganisation of the primary 
, credit societies, the farmers’ service so- 
^ ' cicties and the large-sized Adivasi multi¬ 
-purpose cooperative societies has been 
suggested, to be followed with a drive for 
--^improving efficiency and content of their 
Bjerviccs as well as their coverage. These 
(societies, it has been stressed, should 
Iwjcmerge after re-organisation as a single 
&point of contact for all types of credit, 
llincluding long-term credit for agriculture. 
ir'The societies should also become truly 
multi-purpose and encompass all types of 
< Vural population within a period of three 
n years. 

Functional cooperatives for non-land- 
; .based activities, it has been recommend¬ 
ed, should also be permitted to extend 
icredit to their members, wherever neccs- 
iaary. The deposit base of societies ought 
be strengthened and States' support 


tied up with technological extension and 
adequate arrangements should be made for 
input supplies, development of primary 
markets and rural electrification. The 
other areas where corrective action will 
have to be taken include the updating of 
land records. 

Three-tier Structure 

The three-tier cooperative structure, it 
is felt, can be maintained as the general 
pattern for the bigger States and two-tier 
structure in the smaller States and 
Union Territories. The immediate 
job for the central cooperative banks 
is to equip themselves with expertise 
for tying up production programmes 
with some capital for meeting 
the medium-term investments before 
handling long-term investments. The long¬ 
term lending institutions in the coopera¬ 
tive sector, it has been pointed out, are 
yet to diversify and innovate to increase 
their involvement with the poorer sec¬ 
tions. A beginning, therefore, may have 
to be made at integration at the primary 
level of cooperative societies to enable 
short-term credit structure to lend term 
loans for periods up to seven years. Simi¬ 
larly, the long-term structure may be 
allowed to provide loans for periods of 
three years and above. The land deve¬ 
lopment banks should be allowed to 
handle short-term credit as part of pro¬ 
ject lending. The primary societies should 
widen their coverage to not only agricul¬ 
tural and allied activities but also cottage 
and village industries and other avenues 
of self-employment, while the Central 
cooperative banks should be developed 
into institutions capable of wide-ranging 
functions. Professionalisation of manage¬ 
ment of the cooperative sector has been 
particularly stressed. 

The committee has also emphasised 
better spread of commercial bank branch¬ 
es in the rural and semi-urban areas. A 
good deal, of course, has already been 
done in this regard. It has been perti¬ 
nently suggested that an additional consi¬ 
deration governing the opening of com¬ 
mercial bank branches in the rural areas 
should be the examination of which 
among the three types of institutions. 


;Vlbr rural lending encouraged. Very signi- namely, cooperative banks, commercial 
rificantly, it hos been stressed that credit banks and the regional rural banks, is the 
jpxtension by credit institutions should be best suited for a particular centre. 
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The prime purpose of specialised 
branches set up by banks, it has been 
suggested, can be served only by streng-kj,^ 
thening the technical personnel. A useful 
recommendation made in this regard is 
the selling up a pool of technical person¬ 
nel at a strategic place to serve a group 
of commercial bank branches. 

The regional rural banks are considered 
to be the most suitable institutions to 
take banking closer to the rural house¬ 
hold. Picfcrencc, it has therefore been 
suggested, should be ^l^own to them in 
regard to licensing of branches in rural 
areas. 


The committee has pointed out that 
there is no real alternative to a well-knit 
district development plan as a foundation 
for lending for rural development. Non¬ 
availability of such a plan becomes a 
constraint on credit planning and effec¬ 
tive implementation of credit-based de¬ 
velopment. The district development 
agencies societies now being set up in 
each district, it is hoped, will serve as 
the agency for comprehensive planning 
and implementation of all programmes 
under integrated rural development. 



Significant Suggestion 

Another significant suggestion made for 
effective field level coordination among 
the various credit agencies in the rural 
areas is that the district consultative com¬ 
mittees of lead banks should shoulder the 
rc.sponsibility for identifying the potential 
for assistance, formulating new credit 
schemes, preparing and monitoring the 
implementation of credit plans, allocating 
responsibilities among various agencies 
and securing their acceptance, examining 
the factors impeding the flow and recovery 
of credit, etc. Besides, the standing com¬ 
mittees of DCCs, sub-groups of experts 
of select subjects may be set up according 
to the potential and programmes i.i the 
district to provide a forum for detailed 
discussions on technical matters and for 
reaching agreements on crucial aspects 
such as input supplies and extensions. 

In sum, the report of the committee is 
a very useful document for streamlining 
and strengthening credit availability in the 
rural areas. Its implementation should go 
a long way in transforming the coun. 
tryside. 
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The All Union Export Import Association 'TechiH)st royexport'' 
renders To foreign Clients technical assistar^ce m the construction 
of the following : 

enterprises of the buildingmaterials industry, 
large panel house building plants; 
highways, railways and subways; 

apartment and office buildings, hotels and sports structures; 
bridges, tunnels, sea and river ports, 

water supply and sewerage systems, a.o municipal projects; 
hydrological, aerologicai and 
hydrometeorological stations; 
structures contributing to environmental 
protection (drainage and water treatment 
stations, solid waste processing plants, 
etc ) 

The scope of technical assistance offered 
by V/O ' Technostroyexport" includes 
collection of initial data; 
preparation of feasibility reports; 
selection of industrial sites; 







survey and elaboration of project 
documents; 
delivery of cornp)lete 
plants and materials; 
erection, adjustment 
and comm issioning 
of equipment, 
ti.iimng of the 
Cliei^ts specialists, 
dep;)utat ion o f highly 
skilled exp^erts to the 
Client s country. 

V/O ‘ Technostroyex- 
port ' also executes the 
above projects on 
Turn-Key ' basis. 
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Please address all theenqurnes to 

y/O TECHrvJOSTROYEIXRORT 

18 1 , Ovchinnikovskaya riab. 

MOSCOW, 113324 USSR 
Cables MOSCOW Tecfinostr oyex pur t 
Telephones 220 1 4 48 220 16 70 

(^t 

Tfie Office of the Counsellor for Economic 
Affairs, USSR Embassy. Nev'/ Delhi 
Toiephones 697004. 697007 
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Economic Analysis 


The Two-Wheeler of Tomorrow 


t' 

vWhile TWO-\viiLKr..nRs were in produc- 
l^tioD and use be I ween First and Second 
^ World War, such vehicles were mainly 
;^larger motorcycles. The two-whcelcr 
^' industry in those days tended to be 
concentrated in Fnj^land and on the 
I continent and the preference was for 
*■ massive vehicles with tremendous 
I'power. After the Second World War the 
iS'two-whceler development underw'ent 
Important changes ani the scooter 
i;Was introduced in the late 40s. This 
prtsultcd in giving the two-wheeler a 
||-Wider acceptance and an effective role 
I ip civilian transportation. During the 
<50s the moped made an impressive 
|.entry, thus adding another market 
1 segment to the two-wheeler field 
l^jarticularly for the economy-minded 
rt'ustomer. 

y-; Today it could be said that there 
fearc three main market segments for 
V. two-wheelers. These overlap to a 
i/very great extent. However, it is 
possible to distinguish between these. 

(1) ^ high performance high quality 
f^two^whecler marker dominated by 
^^largcr motorcycles with displacement 

er 350 cc. Such vehicles suffer 
5rom high cost but provide excellent 
power and speed capability, excellent 
ffiiitecrirg characteristics and smooth 
jl^and stable ride. Fuel efficiency is 
k^ly fair. Such vehicles are used 
^Oithcr for military or patrol use or 
for pleasure ride. 

(2) The larger utility vehicles i.c. 
I the small motorcycle and the scooter 
'' with a displacement of approximately. 

150 cc. These feature good speed 
t characteristics, ample power and 
good acceleration characteristics. 
f^Thcy provide a comfortable ride with 
^good steering characteristics and the 
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operation economy is also goc^I. The 
main application is as a utility 
vehicle with more emphasis cn utility 
than on speed or economy. 

(3) The third segment comprises 
the smaller atility vehicles with dis¬ 
placement of about 50 cc. Small 
scootcrettes/mopeds etc. fall in this 
category. These feature excellent 
operating economy, low speedi, power 
and acceleration characteristics. The 
steering and ride arc fair. 

Thus as one comes down in the 
size of the vehicle the co!nsideralicn.s 
of power, speed and the riding com¬ 
fort are traded off for utilitarian consi¬ 
derations of operating economy and 
purchase cost. Several vehicles are 
on the border lines of groups and 
have some features of both market 
segments. Middle siS:cd motorcycles or 
50 c.c. geared vehicles are examples. 

The world market for two-whcelers 
consists predominantly of vehicles of 
70 c.c. or less displacement. European 
production and the Japanese pro¬ 
duction of these smaller vehicles 
accounts for more than 50 per cent 
of the total production of two-wheeler 
vehicles. The Indian market today 
for two-wheeler is predominantly a 
scooter market i.e. the large utility 
vehicles. The large high perf(?rmance 
vehicles or the smaller utility vehicles 
arc today produced in India in lesser 
numbers, the actual demand for these 
is also smaller than the actual demand 
for the larger utility vehicles i.c. 
scooters. There is every indication 
that the relative sizes of the different 
segments of the market are changing. 
There is an increasing demand for the 
smaller utility vehicles in India. 
Mainly due to high fuel costs and 


other economic considerations. The 
trend in favour of the smaller utility 
vehicles will considerably strengthen. 

The ideal vehicles fer the 80s for 
the Irdian maiket appears to be one 
with these charactciistic.s: 

(i) It would be a small motorcycle 
or scooterette; 

(ii) Engine displacement will be bet¬ 
ween 50 to 100 cc; 

(iii) 11 would be a geared vehicle 
with kick start; 

(iv) It would offer two scatcr capa¬ 
bility; and 

(v) It would need to be a compact 
sturdy and well sprung vehicle to 
fulfil its role of the utility vehicle. 

While the scooter can be likened to 
a family utility vehicle, the scooterette 
or the geared small motorcycle would 
be a high economy compact vehicle. 
The main considerations would be: 

(a) Low purchase cost; 

(b) Excellent operating economy; 
and 

(c) Ability to provide improved 
speed and acceleration as also power 
needed for two-seater haullage- due to 
provision of gears—when needed. 

Such a high economy vehicle which 
could offer better performance than 
mopeds can become the ideal. Several 
major manufacturers in the world as 
also in India have a programme to 
develop such a vehicle. It is to be 
expected that by the end of 80s the 
demand for this class of vehicles will 
represent more than 50 per cent of 
the total demand for two-wheelers in 
India. 

In years to come as fuel prices, rise 
faster than incomes, operating economy 
will become increasingly more im- 
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portailt. All considerations need to 
be directed to improve engines for all 
sizes of vehicles and more particularly 
for the utility vehicles i.c. scooters, 
scooterettes and mopeds. Consi¬ 
derable development work is under¬ 
way in this respect. Some of the 
trends that are pronounced and which 
have a greater bearing on fuel economy 
are : 

(1) Increasing use of the 4-stiokc 
cycle in preference to the 2-stroke cycle. 

L The Japanese have a marked prefcrcjicc 

I for the 4-strokc cycle which delivers 
25 per cent greater fuel economy 
besides creating less pollution. Today 
4-stroke engines are generally of dis¬ 
placement of 100 cc and above. The 
need of the time is a small 4-strokc 
engine of displaccnu’Jit around 70 cc; 

(2) Lighter weight in engine and the 
rest of the vehicle ci>nlributcs signi- 
licanlly to (operating economy besides 
also contributing to decrease in initial 

^ cost. The process of making vehicles 
lighter will lake several forms; 

(a) Far greater care in weight con¬ 
trol on frames and bodies by much 
improved design and manufactuj ing 
techniques, is on the cards. Such a 
value engineering exercise which is a 
continuous process, would result in 
decreasing material consumption and 
improving the fuel economy of the 
vehicles. 

(b) Increased use of aluminium 
alloys which only weigh 1/3 as much 
as steel. Predictably, some of the 
areas where this would occur are : 

f (i) Aluminium wheels comprising 
the drum, spoke struts and the rim 
profile as an integral unit, made from 
high impact aluminium alloy offering 
outstanding clastic characteristics. The 
use of aluminium wheels which had 
become widespread in late 70s in 
Europe, America and Japan is ex¬ 
pected to proliferate in India during 
the 80s on motorcycles and mopeds. 

(ii) Aluminium cylinder block using 
liners or plating treatment or special 
etching process to provide wear rcsis- 
tant barrel surface is a valid appli¬ 


cation from the fuel conservation point 
of view. 

(iii) Increased use of plastic for 
manufacture of cowlings, covers, fans, 
fenders, bezels, lamp housings etc. 
would contribute significantly to 
weight reduction and consequently im¬ 
proved fuel economy. 

(3) Fuel efficiency is a direct result 
of improved ignition and the caibura- 
tion techniques. All the facilitits or 
systems that were traditionally avail¬ 
able only on the larger vehicles or the 
more expensive high performance units 
would tend to he offered on the smaller 
vehicles in the near future. Increasing 
operating costs make the initial cost 
of these refinements worthwhile. 
Some of the important examples 
are : 

(a) Magnetos with greater output 
characlciistics to deliver more power 
fc-r ignition , conlribuliiig to more 
complete combustion even under 
adverse conditions. 

(b) Improved ignition coils capable 
of higher levels of spark power transfer 
working in c(Mijunction with ijnproved 
magneto and spark plugs to provide 
more complete combustion. 

(c) Optimi.scd spark plugs for de¬ 
creased wear eharacteristics so as to 
have belter retention of spark profile 
and assure more uniform combustion 
throughout the life of the spiirk plug. 

(d) CVee engine offers improved 
combustion chaiacteristics and con¬ 
sequently betti I fuel economy. 

(c) Electronle ignition promises to 
come in its own on the two-wheelers 
in 80s. A number of considerations 
are importani Iicrc: 

(i) Electronic ignition provides bet¬ 
ter maintenance of ignition timing 
through the entire operating speed 
range of the engine, thus assuring 
belter fuel economy; and 

(ii) Whereas in a conventional 
ignition system the contact breaker 
wears resulting in gradual deterioration 
of spai’k timing and resultant gradual 
deterioration in the efficiency of the 
engine, in the electronic ignition 


system the (park timing is always 
correct and consequently ignition and 
fuel efficiency is always optimum. 

With the mass production of elec¬ 
tronic inputs the cost differential 
between conventional and electronic 
ignition is shrinking. 

(4) Improved engine performance ; 
through higher reliability would be 
a very important consideration. Engine 
and vehicle life in a utility vehicle 
are the ical values and greater re¬ 
liability is equivalent to greater eco¬ 
nomy. Efforts to build more reliable 
engines which would deliver sustained 
good performance thioughout the 
engine’s life and which would deliver 
more power for a given material and 
manufacturing input arc expected to 
be along the following lines : 

(a) Faster Engines-The Japanese 
pioneered high s}xcd pctiol engines 
during the late 60s. Japar.esc engines 
routinely operate in the 10,000 RPM 
range. Faster engines nuaii im¬ 
proved weight to power ratio im¬ 
proved fuel economy. 

(b) Faster engines can only be built 
with decreased fiiclional los.scs and 
with far greater precision in building 
engine parts. It is to be expected that 
the manufacturing technology to make 
1C engines and gear boxes will 
undergo substantial upgradation—as 
in the case of Japan to produce 
superior engine components within 
closer tolerances. This means addi¬ 
tional manufacturing costs to start 
with but surely delivers more than 
proportionate economy and life. 

(c) Decreased clearances between the 
barrel and the pistons and cojicomitant 
decreased blow will result in improved 
thermal efficiency of the engine. This 
is a fluid ion as much of metallurgy 
and efficient mechanical design as of 
manufacturing control and precision, 
Hyjxrciitcctic aluminium alloys for 
piston manufactuic arc already com¬ 
monplace. It is expected that similar 
hypcrculeclic alloys for cylinder block 
manufacture will enable decreased 
clearances- due to matching expansion 
characteristics, and provide for more 
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efficient engine working. The techno¬ 
logy to coat, etch or plate aluminium 
surfaces providing for wear resistant, 
long lasting, cylinder bores was deve¬ 
loped in the early 70s and should 
find far greater application in the two- 
wheclcrs in India in the i^Os. 

(d) F'uel economy in actual operat¬ 
ing conditions results from the com¬ 
bined efficiency of the engine, trans¬ 
mission and the wheel system. The 
geared vehicles would surely have 
improved transmissii>ns so as to reduce 
transmissioji losses which arc very 
significant indeed. I’he same engine 
fitted in (mn on identical mass pro¬ 
duced vehicles eon forming to a given 
set of specifications is known to result 
in difiering fuel performance of 5 to 
10 per Lcnl which is often traced to 
transmission losses. Higher quality 
of gears and more precision in manu¬ 
facture of gear boxes using better 
bearings is predictable. 

(c) Traffic conditions in India differ 
from trafficconditions in the rest of the 
world and the average vehicle speeds 
arc significantly dilTcrent. Wheel 
sizes and gear ratios suitable for West- 
tern environment do not deliver the 
same economy in India. Indian vehicles 
produced in the 80s will take cogni¬ 
zance of this fact and will lend to 
have elTcclive wheel speeds, matching 
the average traffic speeds in India 
when llie engine speed will be in the 
optimum performance zone. Changes 
from western or Japanese specifica¬ 
tions will be called for. 

In some of the other areas notable 
changes arc expected and indeed arc 
needed: 

(I) Improved electricalS' As two- 
wheelers become utility oriented, and 
the use of the two-wheelers prolifera¬ 
tes to semi-urban and rural areas, 
the lighting pciformancc of tw'o- 
wheclcrs needs substantial improve¬ 
ment. The head lamp cannot remain 
merely a fulfilment of a traffic regu¬ 
lation but must provide adequate light 
for safe operation : 

(a) Improved magnetos capable of 
greater light output; 

(b) Larger and better designed head 
lamps; and 


(c) Sealed beams or improved bulbs 
are definitely called for. 

Also required are magneto operated 
flashers which arc not yet made in 
India. 

(2) Safety Considerations dictate an 
improvement in the breaking systems 
on two-whcclers. Duiing the ’80s 
aluminiuni wheels in motorcycles and 
mopeds will largely replace conven¬ 
tional wheels providing for improved 
fuel economy due to lighter weight, 
improved speed characteristics and im¬ 
proved looks. The aluminium wheel 
is easily used in conjunction with 
front disc brakes. Use of disc brakes 
which is already prevalent in the West 
on llic larger veliicles and is increasing¬ 
ly popular on smaller vehicles cannot 
but influence (lie Indian scene in the 
8()s. Disc brakes provide safer brak¬ 
ing due to far superior fade charac¬ 
teristics of disc brakes. Greater acccs- 
sability for maintenance, simpler cons¬ 
truction arc other advantages. 

(3) Comfort -Ihe utility vehicle 
nuisl offer a comfortable ride. Riding 
fatigue can be enormous. Due to 
improved product and manufacturing 
technology, this aspect hopefully W'ill 
undergo considerable improvements iu 
the 80s. 

(a) Belter sprung vehicles with im¬ 
proved shock absorbers, possibily gas 
filled shock absorbers would provide 
smoother ride. 

(b) The increasing use of polyura- 
thync injection moulding techniques 
will provide more comfortable scats 


with improved contouring for better 
posture and less fatigue. 

(c) Most Indian two-wbeclers arc 
produced under collaboratioji with 
Western manufacturers or are copies 
of Western products. It is essential, 
considering the physical characteristics 
of the average Indian rider, to re¬ 
design or modify control locations and 
handlebar, seal and foot rest positions 
to provide more economically sound 
designs. The modifications are minor 
but create for tremendous improve¬ 
ment in rider comfort and customer 
acceptance. If the vehicle manufac¬ 
turers or the customers arc helpless 
about the atrocious road conditions 
and traffic regulations in India, this 
discomfort can to a certain extent be 
compensated by improved ergonomics 
in vehicle design. 

The two-whccler majket in India 
will continue to boom. All segments 
of the market arc expected to see good 
growth and the technical improve¬ 
ments discussed are applicable to all 
vehicles. The I wo-wheeler of tomor¬ 
row will have varying degrees of 
improvements in the various areas 
discussed. The average two-whccler 
of tomorrow' however will be the 
downsized motorcycle or scooterette 
offering increased fuel economy— 
80 to 90 kms per litre- and will pro¬ 
vide greater utility, reliability and 
comfort, 

(This paper was presented at a 
seminar organised by the Institution 
of Automotive Engineers on May 13.) 
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In the Nation 


Industrial Output Looking Up 


The optimism of the Union Ministry of 
Industry that industrial growth this year 
should go up by at least eight per cent, 
as against just 3.6 per cent last year and 
a negative growth of 1.4 per cent in 

t >79-80, is not unwarranted, fn fact, the 
dex for industrial production this year 
may show an increase of 10/11 per cent. 

The eight per cent growth expectation 
is based on the likelihood of the indu¬ 
stries looked after by the Directorate- 
General of Technical Development which 
have a combined weight of 49 per cent 
in the index, improving their output by 
13/15 per cent. The production of these 
industries went up by as much as 10.3 
per cent during the January-March 
quarter. This rate of growth, by and 
^ge, has been kept up in April and 
May. The eailier three quarters of the 
last year had witnessed 7.9, 5.3 and 2.7 
per cent growth in these industries An 
analysis of the production trends done by 
the DGTD is stated to have revealed 
that the transpoit equipment, industrial 
machinery, basic metals and metal pro¬ 
ducts, chemicals and chemical products 
and electrical appliances and apparatus 
sectors will throw up a much better per¬ 
formance this year than in the last year- 
This will push up the growth rate in the 
DGTD industries to 13/15 per cent. 

|> Underestimate 

The overall eight per cent increase in 
industrial output on the above reckoning 
should result even if the production in 
the non-DGTD &egment, which includes 
such important industries as coal, steel, 
power, mining (including peti oleum), 
textiles, etc., goes up marginally. This 
apparently is a gross under estimate. 
With the normalisation of oil production 
is upper Assam and further development 
of the Bombay High potential, crude oil 
output went up by as much as 50.9 per 
during the four months to April. 
The production of coal, steel, aluminium 
and blister copper has been improving 


steadily. Power generation too is much 
better. Even if the recent marked im¬ 
provement in these sectors suffers some 
setback for one reason or the other, 
there can be little doubt that the non- 
DGTD sector, which fared miserably 
during the first 4/5 months of last year, 
should register 6/8 per cent growth this 
year. The overall industrial output, thus, 
can be easily pushed up by 10/12 per cent. 

It is encouraging to note that all ende¬ 
avours are being made through the inter- 
ministcrial committee to obviate infras¬ 
tructure bottlenecks. The steady im¬ 
provement in infrastructure primarily 
has been the reason for the improvement 
in industrial output since October. 

Sgnificant Improvement 

Among the DG'fD industries, signi¬ 
ficant growth has been recorded last year 
by the following sectors : transport 
equipment 19 per cent; machinery other 
than electrical 15.6 per cent: rubber 
products 10.5 percent; non-inetallic pro¬ 
ducts (cement and grinding wheels) 10.8 
per cent; and paper and paper board 8.12 
per cent. Moderate growth rates were 
registered by electrical apparatus and 
appliances indiisti> (4.8 per cent), metal 
product units (3.5 per cent), manufacture 
of chemicals and chemical products (3.9 
per cent), tobacco (2.3 per cent) and 
food manufacture (1.7 percent). Coal 
and power shortages, particularly during 
the first half of the last financial year, 
caused a serious set-back to the manu¬ 
facture of nitrogenous fertilizers, soda 
ash, steel castings, sewing machines, etc. 
Some of these industries also suffered 
from stringent raw material supplies (for 
instance, nitrogenous fertilisers) and 
difficult industrial relations. Raw mate¬ 
rials contraints affected the production 
of some other industries which included 
caprolactuni, malalhion, steel tubes and 
welding electrodes. Industrial relations 
told upon the output of such industries 
as PVC resins, polystyrene, zinc and 


cars. Industries producing such pro¬ 
ducts as synthetic rubber, DDT, razor, 
blades, sugar machinery, earth-moving ' 
equipment, clocks, etc., showed a fall in 
production due to such fiictors as inade*. 
quate order position, long production 
cycle and capacity constraints. 


Innovations in Steel 


SiT\ TKAi PRc>JE<Ts hiivc bccn initiated by 
the Research and Development Centre of 
the Steel Authority of India (SAIL) in 
the field of coal preparation, carbonisa¬ 
tion as well as coke rale reduction in 
blast furnaces. The projects form part 
of the modernisation programme of the 
steel industry. New technologies in asso¬ 
ciation with steel plants are also being 
developed to bring down the consumption 
of coking coal in ihe iron making process. 

Having successfully tried lime dust in¬ 
jection in small blast furnaces through j 
tuyeres at the Kalinga iron works, Barbil, ; 
this technique is to be tried in a rela- j 
lively bigger blast furnace at Durgapur. \ 

The injection technology in a different I 
form is to be experimented with at Bhilai. | 
It is planned to set up an experimental i 
unit here for injection of non-coking i 
coal dust into the hearth of a blast fur- j 
nace to bring down coking coal consump- | 
tion for hot metal production. It is felt! 
that with the injecting of coal dust to the 
extent of 133 kgs per tonne of hot metal, 
through the tu>cres, replacement of coke 
to the order of 175 kgs per tonne of hot 
metal can be achicxed. The productivity 
of the furnace w ill also go up by five to, 
seven per cent. The experimental set-up 
at Bhilai is expected to be commissioned 
by the end of 1982. 

A technology of external desulpherisa^ 
tion of hot metal has been developed al 
Durgapur which caters for the specific 
composition and properties of Indian ho* 
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Ppistal characterised byhigji silicon, high 
''jitilphur and relatively low temperature. 
It is being considered for commercial 
exploitation in the four million tonnes 
expansion programme of the Bhilai steel¬ 
works. 

The R&D centre is also carrying out 
^;]^k)t plant studies at Diirgapur to deter- 
I mine the optimum condition of bcncficiat- 
Rlngfine coals by the froth floatation process. 

The adoption of this technique consider- 
I ably reduces the ash content in coal and 
gives a very high yield of low ash material 
when admixed with the normal coal charge 
I to the ovens. 

I The R&D Centre is successfully grapl- 
ling with Ihe piobicm of non-homogeneity 
and centres of weakness in coke mass. 
To overcome this, ‘selective crushing’ of 
coals is being developed. It is envisaged 
to set up a selective crushing plant at 
Bhilai in the near future, 
i Another promising technology being 
' adopted is preheating of coal charge 

• which facilitates increased throughput of 
; ovens, better coke quality and substitu¬ 
tion of coking ccal by inferior cokjng/ 
non-coking coals. Pilot as well as com¬ 
mercial stale tests carried out on Indian 
coals have confnmed the possibility of 
substitution of prime coking coal to the 
extent of 20 per cent by non-coking coal. 
Productivity is expected to increase by 

I over 30 per cent. Based on these results 
- adaptation of this technology through 
■ installation of a demonstration coal pre- 

• heating unit at Kourkcla is being contem- 

• plated. 

I . __ 

I Indian Hotels Go 
; Multinational 

Indian motel chains arc becoming multi- 
[ nationals. A bit slowly perhaps, but 
I quite surely, they arc expanding their 
' foreign operations. In a majority of cases, 

I these operations are confined to providing 
I management and related services. There 
: arc, however, instances where they have 
built or acquired their own property. 

The initiative was first taken by East 
.. India Hotels Ltd (the Oberoi group). Its 
international operations were widespread 
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indeed by 1980, coveriiiit Australia, Singa¬ 
pore, Nepal, Egypt, Sri Lanka, Tahiti, 
Indonesia and Dammam. Apart from 
these, which are really of an associate 
status, the group has its own hotel in 
Zanzibar. The company is also likely to 
acquire an interest in New York. 

The successes of the ITDC are however 
more recent, and given the objective con¬ 
ditions, quite remarkable. 

Its first overseas project—Lotus Ashok 
Hotel in Limassol (Cyprus)—got off the 
ground recently. A joint venture of the 
Ashok Group of India. Tourism Develop¬ 
ment Corporation (ITDC) and the Lotus 
Hotels Ltd, Limassol, Cyprus, the Lotus 
Ashok will be a 5-star hotel with 200 
rooms. The hotel will cost over Rs 10 
crorcs and it expected to be ready in two 
years. 


Tourist Attraction 

Limassol is the island republic’s 
second largest town and the principal 
sea-port. It is a major tourist attraction 
because of its beaches, arts, architecture 
and archaeology, like castles, museum, 
temple of Apollo, raonastries of Treodi- 
tissa and old churches. Limassol is also 
the most festive of Cypriot town. Nico¬ 
sia, the capital of Cyprus is H hours drive 
from Limassol while Larnaca, the only 
international airport in Cyprus, is an 
hour away. 

Lotus Ashok, designed by an ITDC 
architect, will have some unusual fea¬ 
tures. It is planned around a central 
atrium with a glass-roof to capture the 
Mediterranean skies with the sun pene¬ 
trating and providing life to indoor 
plants. The Hotel’s 200 rooms which 
will be spread around the atrium will 
offer a view of the sea, the mountains 
and the city. At night when all the lights 
arc on, the ITDC think that the hotel will 
look like a ship anchored in the harbour. 

ITDC, apart from taking part in the 
equity will provide technical services in 
planning, designing and overall coordina¬ 
tion in constructing, furnishings and 
equipment as well as management 
services for operating and marketing 
the hotel. 

The joint venture in Limassol might well 
turn out to be the nucleus of an ITDC 
chain of hotels in the Mediterranean 


region. iriOte IM alt^y return W 
offer of a hotel project in the Cyprus 
capital Nicosia and another in Limassoh ^ 
and the ITDC’s Chairman’s visit to 
Athens following the launching of the 
project in Cyprus has opened up possi¬ 
bilities of ITDC moving into Europe. For 
a beginning the coiporation might go in 
for Indian restaurants in London, Geneva 
and Athens. 


Consultancy Projects 

ITDC has also obtained two hotel con¬ 
sultancy projects in Iraq (at Mosul and in 
Dokan) for which another public sector i 
undertaking the National Building Cons¬ 
truction Corporation made the main bid. 
Recently a delegation from Tanzania was 
here for discussions with the ITDC to 
work out possibilities of the two coun¬ 
tries collaborating in developing further 
tourism facilities in Tanzania. ITDC will 
help Tanzania up grade its existing faci¬ 
lities and offer consultancy in building 
and managing new resorts on the sea 
and lodges in wild life parks. ^ ^ 

The Indian Hotels Company (the Taj^ 
Group) has also been active. At present, 
the company is operating a hotel in 
S. Yemen and is hopeful c f commission¬ 
ing a hotel in Colombo by late 1982. 

In addition it is also thinking of a 200- 
room beach resort at Bentota Beach 
South of Colombo. 

The 560-room hotel in Colombo occu¬ 
pying nearly 10 acres is owned by a local 
public limited company known as Taj 
Lanka. The Indian Hotels Co will own 
about 60-70 per cent of the shareholding 
along with its associates and the Inter¬ 
national Finance Corporation. The^ 
balance 30 per cent will be locally subs¬ 
cribed. 

The company is also thinking of in¬ 
corporating a new company (Taj Inter¬ 
national) outside India. As a subsidiary of 
the Indian Hotels Co., its objectives will 
be to undertake counsultancy assignments, 
own and operate hotels, motets, casinos, 
flight kitchens, fast food outlets etc, ope¬ 
rate airline charters, and purchase, lease 
and develop real estate. The company, 
it is proposed, will have to start with a 
paid up capital of Rs 36 lakhs. ^ ^ 

The fourth large chain-^Welcomegroup 
which is a division of ITC—is yet to go j 
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out but has plans to do so. Initially, it 
is likely to go into the fast food outlet 
^ business. Later on it might go in for 
^ acquiring or building its own hotels. At 
present the schemes are in the plan¬ 
ning stage but given its expertise, it may 
not be long before it also comes on the 
bandwagon. 


Energy Conservation 


k 


Among the principal concerns of in¬ 
dustry today is energy conservation and 
its efficient utilisation. The tendency is 
to discuss the issue from a general pers¬ 
pective. It was, therefore, thoughtful 
on the part of the ICICT to have con¬ 
vened a workshop recently in Bombay for 
industry-wise discussion of the subject, 
in this case relating to paper and cement. 

The industrial sector in the country, 
as a background paper circulated at the 
^seminar points out, has all along been 
^the single largest user of commercial 
energy. This is estimated to be 40 per 
cent of the total. Besides, consumption 
of energy by it has increased faster than 
the value of output. Measured as the 
ratio of energy expressed in terms of 
metric tonnes of coal replacement (niter) 
to Rs 100 crores of value added in the 
manufacturing industry, the energy in¬ 
tensity has increased from 1.86 in 1961 
to 2.40 in 1975-76 (at 1968/61 prices). 
The rising energy intensity of the manu¬ 
facturing sector might be partly attri¬ 
butable to the composition of output, 
that is, increase in the weightage of 
l^energy-intensive industries. Even so, 
some studies have indicated that energy 
consumption per unit of output of several 
industries is higher in India than in 
several other countries. It is, therefore, 
obvious that if production activity is not 
to be hamstrung by a critical energy 
situation, the problem of energy utili¬ 
sation in industry calls for a closer look. 

In the advanced western coimtries 
through better housekeeping, recycling of 
energy and some modifications of equip- 
ipjnricnt, it has been found possible to effect 
energy saving of the order of 15/25 per 
cent in industry. Here, the scope for 


energy conservation is likely to be much 
larger, as the background pa])er explains, 
for two reasons, (1) The degree of obso¬ 
lescence in technology-in-use is likely to 
be higher in Indian industry than in 
that of industrially advanced countries. 
(2) The extent of modifications in equip¬ 
ment with a view to improving its energy 
efficiency will be lesser in India, due to, 
among other reasons, resource cons¬ 
traint. 

Broadly, the scope for energy conser¬ 
vation can be considered over different 
time-frames; (1) Short-term measures 
which might'require small investments or 
none at all and yield quick results. 
These consist of improving operational 
efficiency of energy input through better 
insulation, stoppage of heat leakages, 
installation of instrumentation, etc. (2) 
Medium term measures which involve 
retro-fitting equipment for improved 
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waste heat recovery and recycling of 
energy. (3) Long-term measures com¬ 
prising modernisation of equipment, a 
certain degree of adaptation and often 
the adoption of technologically more 
energy efficient processes. While con¬ 
sidering these aspects wc have, of course, 
to keep in mind that at the micro level, 
there must be awareness of the problem 
and willingness to examine the scope 
for energy conservation in an industrial 
imit at each point of utilisation and its 
impact on cost and profitability. In¬ 
formation systems should also be design¬ 
ed for monitoring the usage of energy 
by processes and equipment in as de¬ 
tailed a manner as feasible. Steps must 
be taken at the same time for installation 
of instrumentation, modification of equip¬ 
ment and adoption of energy efficient 
processes and technologies. 

At the workshop which discussed the 
problems of the paper and cement in¬ 
dustries, attended by over 60 participants 
comprising business executives, senior 
technical managers, consultants. Govern¬ 
ment officials and representatives of 
financial institutions, it came out that 


apart from being energy intensive, 
both these industries there is scope 
relying on indigenously available nC 
coking coal as a primary source of energ 
Also these industries cover a wide ra 
of sizes of units. This provides 
opportunity for examining the relatic 
ship between efficient utilisation and < 
servation of energy on the one hand i 
aspects such as the scale of plant, 
ccss choice, etc on the other. In 
paper industry in particular, it was poinl^ 
ed out that considerable energy saving 
can be effected through additions anl 
modifications of equipment, so that thenl 
is co-generalion of power and proce^ 
steam. In the cement industry, sizeabld 
fresh investment is taking place an4 
hence the scope for adopting energy 
efficient technology and process is sign% 
ficant. 

As, Mr Siddharth S. Mehta, Chairman 
of ICICI, pointed out in his welcomg 
address several of the paper and cement 
units had come up during low energy 
cost era, when energy efficiency received 
low priority. However, newer plants 
have embodied energy efficiency as an 
important parameter in the choice ol 
technology. While the long term and 
medium term measures, a.s pointed out 
earlier, involving capital expenditure 
need to be carefully considered, what 
deserves appreciation by industrial unite 
immediately is the fact that there i| 
considerable scope for energy saving 
through better housekeeping measureaj 
which yield immediate returns withou;i| 
entailing any significant outlay. j 

I 


Assurance of Growth 


Here it must be mentioned that whilej 
it is important that industrial units should 
appreciate the seriousness of the prob^ 
lem, no effective step can be taken unlesji 
there is a certain degree of assurance 
a normal growth in the availability 
power in public utilities, a substantl; 
increase in the output of coal 
adequate rail transoort. Papers 
sented at the workshop indicated th 
one of the contributory factors in th« 
sharp increase in the energy cost of iiiS 
dustrics is road transport of coal, 
freight cost of which is almost thref 
times the railway freight. Inadequatf 
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of coal has resitted in loss of 
llproduction ranging between 10 and 30 
cent in the recent past. The work- 
^:hop, therefore, rightly stressed that one 
the prerequisites for industiy to for- 
I oalatc its own strategy for tackling the 
(-jiergy problem was the assured supply 
power, coal and its rail liansport. 
I" Often one hears about the need for a 
■V'leep increase in the price of energy in- 
lats and involving a regulatory legisla- 
' Ion aiming at energy efficiency. This 
toy appear sound superficially. But us 
Ij ilr Mehta argued, thcii desirability needs 
' o be considered hearing in mind, among 
Jl others, price cojitrcds, low level of tcch- 
,|C .ology-in-use, coexistence of plants with 
ifferent vintages, etc. 

Ji 

Q Capacity Utilisation 

Mr M.S. Parkhc, Managing Director, 
'aper and Pulp Conversions Ltd, and 
|t he Central Pulp Mills l.td Pune, who 
ii haired the session on the paper industry 
iointed out how there had been a conti- 
^ uous decline in the capacity utilisation 
; T the paper industry, more so after the 
^ nergy crisis of 1973. The capacity uti- 
isation, which was 95.5 per cent in 
elation to installed capacity in 1969 
jiasbecn continuously dropping. In 1980, 
T has been as low as 71.5 per cent. One 
the major constraints for this has 
^ icen the bottlenecks faced in obtaining 
adequate energy. In highly advanced 
j ountrics, energy savings to the tunc of 
- ,cn to twelve per cent are being desired 
|‘vcn in modern plants. Here, almost 50 
cent of the paper making capacity is 
, >lependcnt on papeimachines which have 
^'Wen built before 1950. Hardly any 
these machines seems to have been 
l^pdatcd in the last decade from the 
l^int of view of energy conservation. It 
1*5®, therefore, necessary that a thorough 
'Jtjtudy should be undertaken of such old 
i’aaper machines for making them energy 
‘ i'fficient. Mr Parkhc estimated that such 
i jjtiodcrnisalion piogrammcs may cost bet- 
Rs 2,000 to 3,000 per tonne of extra 
ifeapcr produced on such machines, but 
<|hcy should yield at least 15 per cent 
jpore prc)daction. 

Mr S. Ki ishnaswamy. Managing Dircc- 
ACC I who chaired the group dis- 
fwission on the cement industry, referred 
it, 

feAinSlN BCONOMIST 


to the conversion from wet to semi'Wtt 
and dry processes as important steps for 
improving the efficiency in the utilisa¬ 
tion of energy by the industry. According 
to him, this could save about 1.2 million 
tonnes of coal and effect a saving in 
cl^st of Rs 72 crorcs. He also stressed 
the need for giving due consideration to 
locational aspects for effecting energy 
savings. At the same time, he wanted the 
committee, recently appointed by the 
Government to look into the pricing of 
cement, to ensure that the price control 
docs not have elements which act as 
disincentives for energy saving cffoils. 
In addition to the conversion to wet and 
semi-wet of the diy processes, the group 
also discussed steps such as installation 
of more energy efficient equipment, use 
of slurry thinncis, better grinding aids 
etc. 

The ICICI workshop thus served a 
very useful purpose in making a positive 
contribution in a field which calls for 
urgent attention. That it concentrated 
on two specific industries, should help 
in organising similar workshops k r other 
industries in facing the problem of energy 
conservation. 

A Decade of General 
Insurance 

General iNSURAKCk completed a decade 
under public management earlier this 
month (May). Although it was brought 
under public ownership in 1973, the 
management of these units were taken 
over in 1971 as a part of Government’s 
move to bring the *commanding heights' 
of Indian economy under public control 
so that resources were properly harnessed 
for public good. 

The performance of general insurance 
during the first decade can be assessed 
under two beads. One» its viability as a 
successful commercial venture; and second* 
the physical performance to find out how 
far it has fulfilled the basic objectives of 
bringing it under public ownership. 

The success of General Insurance as a 
commercial venture could be assessed by 


the returns it has given 16 the 
exchequer. The Central Govemmenli 
gave compensation ofRs 38.05 crores 
for taking over the business. This amount 
is the investment made. In terms of finan¬ 
cial operations* the General Insurance 
Corporation (GIG) of India has emerged 
as one of the most viable entities among 
public enterprises. The corporation, the 
holding company for all the general 
insurance companies, declared a maiden 
dividend of 12 per cent on its equity in 
1974 during the second year of its ope¬ 
rations. 

Gradual Step-Up 

The dividend was stepped up 
gradually to 25 per cent thereafter. The 
current dividend outgo amounts to Rs 5 
to 6 crorcs per annum. Besides, the 
corporation has been redeeming the 
preference share capital from 1975. The 
contribution by way of corporate tax has 
also been substantial being in the range 
of Rs 55 lo 60 crores per annum. 

While these figures on the surface may 
appear very encouraging, it is doubtful 
whether the same trend would continue in 
future. This is because profit from the 
insurance business is on the decline. 
Profits as a percentage of the net premium 
which touched a record figure of 22.05 
per cent in 1976 (Rs 69.00 crores) showed 
a consistent decline to around 10.5 per 
cent (Rs 40.00 crores) in 1979. The 
trend is icported to have continued in 
1980 and in all probability GIG may 
just hope to break even on account of 
underwriting risks. It is true that this 
has been the case the world over. Insu¬ 
rance companies elsewhere have been 
reporting losses on account of under¬ 
writing risk. However* these losses are 
more than made good by the investment 
of surplus funds. Also insurance com¬ 
panies abroad operate under an environ¬ 
ment of acute competition which leads 
to reduction in the premium rates. 
Further the range of cover offered by 
these companies is vast. In India, 
General Insurance is operating under 
complete protection inasmuch as the 
premium rates for a substantial portion 
of its activities are standardised and 
fixed by the Tariff Advisory Gommittee. 

In respect of extension of coverage* it has 
yet to make serious inroads in the non- 
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traditional areas. Hence, it should make 
all efforts to protect its income on ac- 
fconnt of underwriting the risk. 

Gross direct premium of GIG increased 
from Rs 284.00 crores in 1975 to 
Rs 417.00 crores in 1979. Nel premium 
rose from Rs 281.00 crores in 1975 to 
Rs 428.00 crores in 1979. It is reported 
that this has reached Rs 500.C0 crores 
during 1980. However, these absolute 
figures must be seen in the context of the 
inflationary tendencies witnessed during 
the past few years. Maybe in real 
||^erms, net premium has been stagnating 
more or less at 1975 level. 

Net Premium 

Again net premium income is rather 
insignificant seen in the international 
context. Net premium income in India 
is around 0.45 per cent of GNP against 
4.6 per cent, 2.8 per cent and 1.5 per 
cent' in the USA, the UK and Japan 
respectively. The GIG has stt up a target 
of Rs 1000 crores of premium income by 
1^1985. This is to be increased to Rs 2000 
crores in 1990. Obviously all this would 
call for a growth rate of about 15 per 
cent to 16 per cent during the current 
decade against a growth rate of about 10- 
12 per cent reported during the last 
decade. 

As stated earlier, the second and 
perhaps the more important aspect of 
assessing the success of general insurance 
relates to its physical operations. The 
test here is how far there has been a 
geographical spread of insurance services, 
to what extent there has been a coverage 
of new economic activities and the quality 

service rendered to the customers in 
terms of eificicnej'' and personal atten¬ 
tion. 

The main point here is that in non- 
traditional areas, the progress of general 
insurance has been rather tardy. For 
instance, cattle insurance, although re¬ 
ported to be slowly gaining ground mainly 
due to the involvement of organised co¬ 
operatives, has not made much headway. 
The number of cattle brought under 
insurance coverage is still less than 0.5 
per cent of the total cattle population, 
likgain crop insurance is in an experi¬ 
mental stage. GIG, it is reported, has 
already drawn up the premium table 


applicable to various States. The pilot 
crop insurance scheme devised by the 
GIG seeks participation of the State 
Governments by sharing losses and 
corresponding premiums. Certain other 
obligations have also to be borne by the 
State Governments like Gujarat and West 
Bengal which have already agreed to par¬ 
ticipate in the scheme. 

It is true that the risks are very high in 
sensitive areas like crop and cattle insu¬ 
rance, Perhaps GIG might think in 
terms of setting up a revolving fund out 
of its profits in order to extend cover¬ 
age in these two vital areas. Consi¬ 
dering the fact that the agriculture conti¬ 
nues to dominate income flows, a planned 
extension of coverage in these areas can 
no longer be postponed. GIG should 
also launch an intensive rural develop¬ 
ment scheme by identifying the potential 
areas and also devise an insurance cover 
suited to the needs of a particular area. 
It should draw up a strategy similar to the 
lead bank scheme under which nationa¬ 
lised banks t\erc asked to survey the 
entire country for identifying the poten¬ 
tial areas for extending banking services. 
All this would show that the operation of 
general insurance over the last decade 
leaves no room for complacency over the 
achievements. On the contrary GIG 
should bear in mind that there are miles 
to go in achieving the basic objectives of 
nalioralisation. 


Jute ; the Unsold 
Story 


When iiin task force on jute was set up 
last year, it was thought that the Govern¬ 
ment of India would act speedily on its 
recommendations and that, as a result, 
the industry would be able to improve its 
prospects in the near future. The task 
force submitted its report in February, 
but the outlook for the industry conti¬ 
nues to be dismal. The fact that the 
Commerce Secretary, MrP.K. Kaul, him¬ 
self headed the task force does not seem 
to have made any difference to the 
Government in dealing with its report 
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with a sense of urgency. The iodusti^ 
continues to operate at a heavy loss aii4 
it looks as if some units may even 
down. 5 

The Chairman of the Indian Jute Milll! 
Association (IJMA), Mr G. Sivaraman^ 
told a press conference in Calcutta ooj 
May 27 that the industry was incurring a 
monthly loss of Rs 10 crores due mainly 
to the decline in the foreign demand foF 
secondary carpet backing. The month^! 
production of carpet backing is now about 
7000 tonnes compared to 15,000 tonnes 18 
months earlier. Some mills, engaged in 
the production of carpet backing, have 
taken up the manufacture of hessian and 
sacking. But this has provided little 
relief. The industry at present has a 
stock of 6000 tonnes of unsold jute goods 
every month. Its problems have been 
aggravated by the reduced offtake of 
sacking by the Directorate General of 
Supplies and Disposals which at present 
amounts only to 30,000 bales a month 
against 60,000 bales on an average last 
year. 

No Cash Subsidy 

Mr Sivaraman suggested that the' 
Government should provide some im-' 
mediate assistance to the mills to enable'' 
them to meet the loss of Rs 1500 per ton! 
incurred in the selling of secondary back-! 
ing at the minimum export registrationl 
price of Rs 66C0 against the cost of pro«! 
duction of Rs 8100. But will the Govern¬ 
ment consider this proposal favourably? 
The Gommercc Minister, Mr Pranab 
Mukherjee, in his address to the annual 
general meeting of the IJMA, held on 
April 18 this year, clearly stated that the 
Government was not convinced about 
the industry's claim for cash assistance. 
He even took the industry to task fol> 
pleading for subsidy as soon as the trad¬ 
ing conditions became adverse. But the 
Government should realise that the 
industry has been facing severe competi¬ 
tion in foreign markets and that it cann(^ 
afiford to continue to incur such heavy 
losses. If cash subsidy is ruled out, the 
Government should expedite the forma¬ 
tion of the Export Price Stabilisation 
Fund which has been recommended by 
the task force. This Fund is to be built 
up from the contribution from the manu- 
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iturers and the Government, and sup- 
to the industry is to be given out of 
I it at a certain rate ^^henever the prices 
3 go below a particular level. The Govem- 
^ ment should also prevail on the DOS &D 
I to plan its purchases cn quarterly basis, 
r The DGS &D’s offtake amounts to nearly 
I 30 per cent of the total sacking produc- 
tion and it seems unfortunate that, even 
t in this matter, the Government should 
i create problems for the industry by its 
I unplanned purchases. 

; It is surprising that while the existing 
f jute mills have been facing a difTicult and 
^ uncertain outlook, the IJMA should lend 
: its support to the setting up of new mills 
in the southern region. Speaking recently 
at a meeting of the Madras Gunny 
Exchange, Mr Sivaraman said that fully 
export oriented jute mills should be set 
up with imported machinery in the south- 
^ cm region. The Exchange has urged the 
j IJMA to strengthen its case for granting 
j licences for cstabiJishing mills in Tamil 
Nadu, Karnataka and other States. Has 

M 

, the IJMA examined carefully the impli- 
cations of this proposal? 

I Meanwhile, Indian mills will have to 
I face greater competition from Bangladesh, 
g Dacca has announced its decision to lay 
^ more stress on exporting jute goods than 
j raw jute. In the eight months, July 1980 
to February 1981, the Bangladesh Jute 
^ Mills Corporation sold over four lakh 
, tonnes of jute goods valued at TK 476 
^ crores. In 1980-81 India's exports total- 
^ led 4.52 lakh tonnes worth Rs 350 crores. 

, The Indian industry has envisaged a 
^ quantitative growth of 33 per cent in the 
^ next five years. The industry and the 
j Government therefore should closely co- 
. Operate in meeting the challenge in foreign 
^Jmarkets. 


Go Slow in Rural 
Electrification 


LAuHoKHr .siiBsiAMiAL progFcss has 
[been made in rural electrification since the 
[wginning of the First Five Year Plan, the 
[.^eastern and the north-eastern regions ha\e 
Rttot derived much benefit from this pro- 
IWamme. In Assam, Manipur, Meghalaya 


and Tripura as well as in the Union Terri¬ 
tories of Arunacbal Pradesh and Mizoram 
hardly 25 per cent of the villages have 
been electrified. In West Bengal and some 
other eastern States also, rural electrifica¬ 
tion has not made much headway. On the 
other hand, cent per cent electrification 
has been achieved in some States like 
Haryana, Punjab, Chandigarh, Delhi, 
Pondichreryand Kerala. The Government 
of India therefore should see to it that in 
the Sixth Plan, greater attention is given 
to the electrification of the rural areas 
in the eastern and the north-eastern 
regions. 

The Government has drawn up some 
special schemes to accelerate the pace of 
electrification. Under the Minimum Needs 
Programme, funds are released to the 
backward Slates and the Union Territories 
on libeial terms. Where the level of 
rural electrification is less than 25 per 
cent, the areas concerned have been in¬ 
cluded in this programme. The Union 
Ministry of Energy has advised the State 

R.J. Venkateawaran 
Writes from Calcutta 

Governments to give particular attention 
to the tribal areas and Harijan bastis. 
But how is the Ministry going to ensure 
that the States sincerely and effectively 
implement these schemes ? The States 
have been told that in future sanction for 
rural electrification will be given only if 
they give an assurance that power will be 
providee on “item-bound basis”. But 
how many States in the eastern and the 
north-eastern regions can give such an 
assurance and actually carry it out ? 

Dearth of funds is unlikely to be a 
major constraint in accelerating rural elec¬ 
trification. The Annual Plan for 1980-81 
provided Rs 285.22 crores for this pro¬ 
gramme, of which Rs 106.80 crores were 
for normal development schemes of the 
States and the Union Territories, Rs 131,05 
crores for the Rural Electrification Cor^ 
poratfon’s Normal Programme, and 
Rs 47.37 crores for the Minimum Needs 
Programme. Besides, Rs 17.50 crores 
were allotted for implementing certain on¬ 
going schemes. Substantial funds have been 
set apart for these programmes in the An¬ 
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nual Plan for 1981-82 also. Besides, assis¬ 
tance is being received from international 
agencies. An agreement has also beea. ^ 
signed with the USAID for obtaining a 
credit of US(58 million for the rural elec¬ 
trification programme in specified under¬ 
developed areas. It will indeed be unfor¬ 
tunate if, despite the availability of 
foreign assistance, certain regions in the 
country, which are of strategic importance 
from the point of view of development 
and defence, do not make rapid progress 
in the field of rural electrification. 

SEB's Dismal Performance 

The Union Ministry of Energy has esti¬ 
mated that hundred per cent village elec¬ 
trification can be achieved by mid-1990s 
if an outlay about Rs 3500 crores is 
available. But, considering the lethargic 
manner in which most State Electri¬ 
city Boards have been functioning, it 
seems doubtful if they can be effectively 
geared to implement speedily the elec¬ 
trification programme according to 
schedule. With the cold war atmosphere^ 
prevailing in many State Electricity 
Boards between management and labour, 
between engineers and trade unions, and 
among the unions themselves, what are 
the prospects of these guidelines being 
followed strictly? The Planning Com¬ 
mission has estimated that the com¬ 
mercial losses of the State Electricity 
Boards during 1980 85 will be of the 
order of Rs 4400 crores. Does this not 
indicate the Commission’s pessimistic out¬ 
look regarding the performance of the 
State Electricity Boards in the Si \th Plan 
period ? 

Scarcity of essential materials has been " 
another major impediment to rural elec¬ 
trification. The specific categories of steel 
and aluminium required for the power 
projects as well as cement continue to be 
in short supply despite the Government's 
efforts to augment them through timely 
imports. According to the Ministry of 
Energy, the indigenous availability of EC 
grade aluminium for the power sector in 
1980-81 was only about 100,000 metric 
tonnes compared to the requirement of 
2.25 lakh tonnes. The Government of 
India therefore should ensure that all the ‘ 
materials are made available to the States 
in time and in adequate quantities. 
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Window^n the World 
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End of Reagan’s Honeymoor^ 

\# _ . 


The romance is disappearing from the 
honeymoon which the President’s econo- 
mic recovery programme has been having 
with the public. Some of the passion 
^may still be there, however, but much of 
^en this seems to be of the wrong kind. 
There is very little doubt now that un¬ 
even sacrifices arc being demanded of the 
differing economic or social strata 
of people in a Robin-h(>od*in-reverse 
j kind of way that must raise disturbing 
; questions about the constituency or cons¬ 
tituencies which Reagan is seeking to 
i love and cherish. 

Not surprisingly, the Democrats have 
been able to retain with a very comfort- 
^able majority their seat in the House of 
p||||^epresentativcs for which an election has 
j just taken place in the Slate of Maryland, 
f The Congressional district concerned is a 
Democratic stronghold no doubt, but 
then no less a campaigner than the Vice- 
President himself had given a helping 
hand to the Republican candidate. Bush, 
moreover, was rash enough to suggest 
that the issues were not simply local. 
This election was the first occasion of its 
kind for the President’s party to test 
popular feelings about the way the ad¬ 
ministration was going about the business 
of governing the country and its result 
has certainly upset Republican smugness 
|||bout a national mandate for the A to Z 
Reagan prescription for the greater 
glory of the United States and especially 
for turning its economy around. 


V. Balasubramanian 

the very needy is not a much larger mino¬ 
rity than the afiluent. In between them 
is the large spread of the middle class. 

Its members collectively are by no means 
defenceless or helpless against encroaching 
pressures from any direction and, in fact, 
over any but the shortest period their 
consent in necessary for the Government 
of the day for ordering or reordering the 
priorities of political policies, economic 
programmes or social purposes. The 
Reagan administration, having committed 
the blunder of ignoring this, now finds 
itself resisted on major fronts of its eco¬ 
nomic strategy. 

Until very recently, in fact, up to the 
middle of May, there was euphoria in the 


u • . 

been investing only in lunches and 
beans to win over those 63. But ho 
quickly undeceived. He is now discov^ 
ing that the votes of those Conservativii 
democrats had not come cheap. Theii 
main ^argument for deserting their owji 
party s verson of a spending cut packagn 
was that it proposed to save some socisj 
programmes which would have cost the 
treasury about 87 billion, when there 
was a great need to keep close to target! 
of smaller budget deficits. 


Small Talk from 
Washington 


Galbraith Witticism 

Galbraith has just written that half a 
dozen New York bankers have for more 
influence on Government's economic 
policies than all the people of the Bronx. 
As is usual with him he is right, but not 
quite right. He should not be dismissing, 
so casually (he implications of “one man^ 
vote” in a political process in which 
pwple put politicians in power. In the 
American pattern of wealth and income, 
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Republican ranks and sullen submission 
in the Democratic opposition as it was 
being assumed across the nation that 
nothing could stop the Reagan juggar- 
naut on the Hill. The carefully and cle¬ 
verly orchestrated bipartisan majority in 
the Democrat-controlled House of Repre¬ 
sentatives for a body of spending cuts 
which gave the President most of what 
he wanted for pruning the federal deficit 
in fiscal 1982 had so impressed friends 
and foes alike that they began to think 
Itot Congress would have to rubber-stamp, 
his recovery programme even though it 
might have some marginal success in 
nibbling at his tax-cut agenda. Actually, 
I owever, seeds of serious trouble for the 
economic package were sown exactly when, 
on May 7, Reagan extracted from the 
House a 253 to 176 majority for a package 
of spending cuts, after securing the defec¬ 
tion of 63 House Democrats. 

The President probably thought that he 
had struck a good bargain since he had 


Return to the Fold 

When the hour struck for the President 
going ahead with his proposals for d 
three-year schedule of income-tax reduo' 
tions across the board, these Democrats 
promptly returned to the fold to resist 
moves which could defeat the very pro- 
pose of the spending cuts and contribute; 
to the maintance of budgetaiy apsj 
Since Conservative opinion among Repub-I 
lican Congressmen was equally disturbed' 
by similar worries, the Reagan adminis-l 
tration was driven to conclude that the' 
tax-cut package might be lost unless 
came forward with additional cuts in' 
spending. 

The President, striking out boldly, put 
forward on May 12 proposals for trint^ 
raing Social Security benefits and imposing 
harsher financial penalties on early reti^ 
ment. The core of the social securl»i 
cuts IS this; At present those retiring « 

J»™«iently 

cut to 80 per cent of what they would bdj 
at the normal retirement age of 65. Undftrt 
foe new scheme, they will receive only 
55 per cent of the age-65 amount. The 
spouse s benefit, fixed by law at half of 
the mam percentage, would correspond, 
mgly stand reduced from 40 per cent to 

fi!’! “^ministration argues; 

that, besides reducing costs, these prppo-: 
sals would discourage people from\4u; 
mg before they are 65 and thereby in¬ 
crease the receipts from Social Security 
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IS. This would doubly serve to ensure 
financial viability of the system which 
, being steadily eroded by receipts falling 
%Drt of payments. As an additional 
fliKlcentive to people to work longer, the 
^^me proposes to relax for those who 
65 and over the annual limit on how 
;h can be earned without a reduction 
benefits. This limit, which is now 
,500 would go up to $10,000 in 1983, 
115,000 in 1984 and $20,000 in 1985 and 
eliminated altogether in 1986. There 
also other minor changes intended for 
jdving relief to the federal budget. 

^ The proposed changes arc expected to 
l^vide net savings of about $9 billion in 
.pscal 1982, amounting to $24 billion an- 
Tnually by 1986, with the cumulative 
^ving during the period totalling $82 
ibilliun. This programme is considered 
'necessary by the administration to pre- 
v^t the Social Security trust funds being 
!jeomplelcly depleted in a year or two 
I Jthanks to the combined efl'ects of an 
! Aging population and the inflation-induc¬ 
ed increases in the cost of living adjust- 
Wnts. Health and Human Services 

* ^cretary Richard S. Schweiker has also 
1 Claimed that the Social Security cuts now 
i proposed would not only help rescue the 
k^stem from financial bankruptcy but 
i lp,ho assist in reorganising it on a sound 
t ^Wsis for the longer term by building up 

* preserves and making it possible for the 

* 'administration to hold down to around 
} *7.05 per cent in 1986, the rate of payroll 

! tax which would otherwise be rising from 
♦’the current 6.65 per cent to 7.15 percent 
' J over the period. 

v 

Critics* View 

While there is general agreement on 
the importance of reforming the system, 
U'so that it could be strengthened fin?ncial- 
ly, critics contend that the cuts proposed 
go farther than is justified by proximate 
pressures on the system. Their real pur- 
pose, they suspect, is to reassure the 
I public about the seriousness of the Presi- 
dent's commitment to closing the budge- 
\ ,tary gap and thereby win bipartisan sup- 
port in Congress for his tax-cut plan 
ji.l which is being opposed on the ground 
j 1^ that it would obstruct the progress 
■ ) towards balancing the budget. An even 
m' mote serious threat to the position which 

I 
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Reagan has taken on Social Security 
comes from the gut-reaction of the middle 
class that he is breaking his election cam* 
paign compact with the public not to 
touch Social Security which Americans 
have come to regard as an essential 
guarantee of their financial security 
and emotional defences in old age. The 
great American middle class, which has 
accepted the logic and reasonableness of 
slashing several other social programmes, 
including food stamps and medicaid, for 
such objectives as increasing defence ex¬ 
penditure or balancing the budget, while 
reducing taxes, is now not merely squir¬ 
ming but screaming at the thought of 
Budget Director Stockman’s axe falling 
on Social Security benefits. *'ls nothing 
sacred anymore?” They arc asking. 

Upheaval in Public Opinion 

A public opinion poll conducted by 
Washington Posh ABC news suggess that 
citizens disapprove of the Reagan onslaught 
on social security by a ratio of three to 
two. The Democratic politicians will not 
be half the professionals they are if they 
have not seized upon this first sign of a 
socially significant upheaval of public 
opinion against a President whose men 
have been claiming a popular mandate 
for everything, he does or doesn’t. That 
old war horse, Tid O’Neill, House Spea¬ 
ker, has smelt blood and is pawing the 
ground. Denouncing the President's 
proposal as “stone-hearted”, he is boost¬ 
ing the morale of the Democratic party 
for a big battle with the administration 
over this issue. Republican leaders, whose 
turn it now seems to be to worry about 
what the people may be thinking, are 
placing themselves at a distance from the 
administration as the controversy deve¬ 
lops. Senator Charles S. Percy reports 
that three-fourths of the calls he received 
on a radio call-in show were far from 
friendly to the President’s attempt at 
‘‘whacking back benefits in a railroading 
kind of proposition”. 

Even the White House has started 
thinking aloud. It is no longer exactly 
sacrilege to wonder whether the master 
salesman has not missed his cue. If 
Reagan’s immediate aim is to mobilise 
public support for his embattled tax-cut 
plan by demonstrating how serious he is, 
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about spending tuts, be seems to biive 
blundered into an overkill. Nothing 
seems to have frigthened the American 
people about the cost side of the Reagan 
recovery programme so much as the 
thought that they may have to defhiy 
some of it by foregoing Social Security 
benefits. Their immediate reaction could 
only be to be more sceptical about the 
President's lax reduction plan which pro¬ 
poses to surrender revenues at a time, 
when the argument about the deficit is 
being used to slash social programmes. 

People’s Disenchantment < 

Republican leaders are also worried that 
the people’s dienchantment on this score 
may extend to doubts about the large 
sums that are being committed to the 
arms build-up in coming years. As the 
negative factors crowd in on the Social 
Security proposals, Republican leaders in 
Congress are talking to their Democratic 
counterparts about compromises—and 

the White House, though an unwilling 
listener, is listening nevertheless. ^ 

The Social Security debate, however, 
is only a skirmish. The President has 
reason to be worried far more about the 
big battle over the tax-cut plan, which 
would decide whether he wins the war 
for his economic recovery programme or 
loses it. He is so hardpressed on this 
front that, he has been forced to send 
Budget Director Stockman to the Hill 
with the message that the President had 
only a preference for his tax-cut package, 
not a commitment. 

This is as clear a signal as could be 
that the plan has become almost 
totally negotiable. Reagan, however, is. 
expected to stake the full power and 
prestige of his oflice on saving the ex¬ 
tended-period feature of his plan. It is 
no secret that he swears by the belief that 
his tax package would lose aU meaning 
if annual reductions are not be to agreed 
upon in advance for a period of three 
years. To save this feature of his scheme, 
he may be willing to yield on the rates at 
which the cuts are to be made and may 
agree to a much lower cut in Fisc^ 1982 
to be compensated in the followiiig years. 
He may even accept some restructuriqg 
of tax reliefs or incentives for more direct 
promotion of savings and investment 
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tbflA %is awn version of an across-the- 
board tax-cut at a uniform rate for all 
l^ kvels of income might achieve. 

Here, however, the adversary to be 
placated is not the middle class but the 
money market where the prime rate stood 
last week at 20 per cent, after five increa¬ 
ses of one half per cent each time over a 
period of as many weeks. The great credit 
squeeze is on, with bankers and stock bro¬ 
kers taking a dim view of the net impact 
of the budget proposals on federal defi¬ 
cits or the rate of inflation. Interest rates 
[ arc hitting the roof because the FED has 
hto keep pressing down on money supply 
so long as there is no actual casing of 
reduction in the Government’s call on 
funds, interest riites, indeed, have become 
the barometer of doubts and worries 
about the Reagan strategy for moderating 
inflation. That strategy unfair as it may 
seem, is on trial even before it is tried. 


Foreign Exchange 
^Markets 


Since April the markets ha\e been in¬ 
fluenced by the attempted assassination 
of the US President, the rise and fall of 
political tension in Poland and nervous¬ 
ness generated by uncertainty over the 
direction of US money market interest 
rates. These factors resulted in a volatile 
foreign exchange market which, on 
balance, has favoured the US dollar over 
the other major currencies. 

Sterling traded as high as 2.2650 dur¬ 
ing the period but finished depressed, 
touching a twelve-month low of 2.1450. 
Apart from international interest rate 
considerations, downward pressure was 
exerted on the currency by an agreement 
between the United Kingdom and the 
IMF to allow sterling to be used by the 
IMF for loans to non-oil producing 
LDC*s. This agreement could result in 
increased sates of sterling against other 
currencies in the foreign exchange market. 

The political unrest in Poland has been 
IpAetrimeiital fot the Deutsche mark’s 
external value which also continued to 
suffer llrom domestic economic problems 


and interest rate dififerentrals between 
West Germany and the United States 
Reports of disagreements between the 
Chancellor and the President of the 
Bundesbank over the Central Bank's 
monetary policy aggravated the market's 
negative attitude towards the currency. 
Trading rarge for the period has been 
2.0650 to 2.2040. 

The Japanese trade surplus of US $1.08 
billion in March, widening from a US 
$327 million surplus in February, would 
have been positive for the >en in a 
healthy international economic environ¬ 
ment. However, this news aggravated 
the dispute between Japan and the United 
Slates, as well as European countries, 
I egai ding Japan’s “excessive” experts of 
automotive goods and other products. 
The yen was generally weak trading bet¬ 
ween 208 and 219. 

Fluctuating money market interest rate 
differentials between Canada and the 
United States continued to dominate the 
performance of the Canadian dollar. The 
currency, although weak against the US 
dollar, trading generally between 83.50 
and 84.50 cents US, continued to remain 
firm against most European currencies. 


EEC Butter: Mountain 
or Molehill 


RncENi PRESS reports alleging that the 
European Commission had agreed to sell 
large quantities of subsidised butter to 
the Soviet Union, sparked a new row in 
the European Parliament over the Com¬ 
mission’s policy of subsidising European 
exporters to sell surplus Community 
farm products abroad. 

Agriculture Commissioner Finn Olav 
Gundclach denied the allegation and firm¬ 
ly rejected criticism of the Commission s 
management of the Community dairy 
market. 

Mr Gundelach pointed out that sur¬ 
pluses were kepi down in 1980 in spite 
of increasing dairy production, and that 
the cost of disposing of surpluses did not 
increase. Over the last two years the 
Commission’s dairy management policy 
has reduced very high intervention slocks 


to almost working levels, the Con 
sioner told members of the Europ 
Parliament. 

Compared with the position a year i 
public stocks of butter are now 43 per < 
lower; skimmed milk powder stocks i 
27 per cent lower. The Community^ 
dairy export drive has strengthened wosfip 
prices, which has enabled the Comniil| 
sion to cut the level of export refund q 
pays to exporters to make up the difi(i^ 
rente between the Community price 
the generally lower world price. As mudl 
as 25 per cent has been knocked ofiFtl|i!^ 
butter export subsidy and 48 per cent 
the refund for skimmed milk powder eat« 
ports. Ihe Commission has also been 
able to reduce aid it gives to farmers tc 
use excess stocks themselves as animljb 
feeds. 


Defence of Policy 

“With a record like this, 1 am noi 
willing to accept any criticism of how w< 
manage the market,’’ Mr Gundelacf 
said. 

The Commissioner also sharply object* 
ed to the link being made in the public 
debate between sales of siibsidi.scd buttef 
to the Soviet Union and the decision sol 
to operate the cheap Christmas butt^ii 
scheme at the end of last year for BurO< 
pean consumers. 

Export is still by far the cheapest 
means of disposing of surplus butteij 
stocks, Mr Gundclach said. To subsiditel 
Christmas butter would hawe called for ^ 
large supplementary budget, which 
politically out of the question. ‘‘Wc candl 
have it both ways,” declared Mr Gundet 
lach. “We cannot save money as we 
asked to do and finance Christn 
butter.” 

Mr Gundclach pointed out to the par^j 
liamentarians that the Community dodlj 
subsidise very large quantities of buttt^ 
for European consumers. Around 700,000 
tonnes * one third of total Communit|j 
consumption and twice the quantity 
total Community exports—was subsidisaq 
in 1979. j 

First, there is a general butter subsidy 
from which all European consumers ctra 
benefit if member States decide to take 
advantage of it. Only four Government 
(Denmark, Ireland, Luxembourg and th| 


JUNE 5, 1981! 


1365 



I have done so. The Community con* 
^ _ butes up to 31i pence per kilo (or 
rkbout 14J pence per pound) with the 
H ^nember States adding a quarter again, 
j'flta the UK the Government gives nothing 
j knd the Community contribution is there- 
j Jfore lower—28 pence per kilo (around 
; jl3 pence per pound). In 1979, 374,000 
[ kounes of Community butter was subsidis- 
I pd in this way. 

Second, there is the social butter sub- 
I iBidy which is available for poorer con* 
Itumers, again provided the member States 
^ :make use of it. Only Ireland has so far 
^ <idone so. The Community contributes a 
• ;«ubsidy of 38 pence per kilo (17 pence per 
I jpound). A total of 5,000 tonnes of butter 
I )were covered by this scheme in 1979. 

' ’ Third, there arc schemes subsidising the 
' Use of butter in food manufacturing which 
■ - cuts the costs of cakes and biscuits, for 
example, and the use of butter fat in 
^ ice cream. 

j Cheap butter is also available for chari- 
; lies and other similar bodies throughout 
'i the Community. I ast year, 24,000 tonnes 
of butter, subsidised at the rate £1.07 per 
.♦ kilo (or 49 pence per pound) was covered 
j by the scheme. Servicemen and their 
4 -families get a similar reduction on their 
^ butter purchases. 

‘ Christmas Butter 

the Christmas butler 
was used in 1978 
i /and 1979 because of high level of Coni- 
inunity stocks. All member States were 
eligible for the scheme, but under difle- 
;;:{Wnt Conditions. The average Community 
subsidy was around 56 pence per kilo (26 
(l^jpcncc per pound. 

The Commission has not ruled out 
tMbringing back the Christmas butter scheme 
* later years, but has worked out that the 
St of the scheme to the budget could 
^ as high as £567 million this year, and 
feels that this is just too high. This 
includes not only the cost of subsi- 
‘;!|'disi]ig cheap butter at Christmas but also 
;^:thc cost of buying in normal supplies of 
;^butter which are left unsold because the 
; ^cheaper Christmas butter is available. 

■5^ Comparing the cost to the budget of 

K posing of each extra tonne of butter, 
Commission has found that while 
' ^Christmas butter costs around £1.28 per 
^Jpound and the general butter subsidy 
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Finally, there is 
scheme itself, which 


between £1.08 and £1^0 per pound, ex¬ 
ports at current refund rates cost the 
Community taxpayer only about 45 pence 
per pound. 


New Kiln for 
Charcoal 


In many developing countries charcoal 
is of increasing importance as an in¬ 
dustrial and domestic fuel, because 
wood is the main source of energy for 
millions of poor people. It is also 
cheaper and more readily available than 
coal or oil. 

Traditional methods of charcoal pro¬ 
duction are, unfortunately, often inelTi- 
cient; so technologists at the Tropical 
Products Institute (TPl), a specialist unit 
of ODA, have developed a metal kiln in 
which charring can be readily controlled 
and completed. 

The kiln is of simple design so that it 
can be made in the developing country 
in which it is to be operated: and it is 
transportable. It can thus be used where 
land clearance and reafforestation pro¬ 
grammes are in progress. 

In these situations, charcoal can be 
made from wood that would usually be 
wasted and left to rot on site. And, 
becau.se of its high calorific value but 
lighter weight, transport costs are lower 
than for the wood from which the char¬ 
coal is made. 

The kiln consists of two inter-locking 
metal hoops on lop of which is a conical 
cover fitted with steam outlet ports to 
release moisture in the early stages of 
firing. The entire structure stands on 
eight air flow channels, onto foui of 
which smoke chimneys are fitted. 

Once assembled on a suitable site, the 
kiln is filled and fired—and then burning 
and charring take place. Under optimum 
conditions the complete process takes 
two days, including cooling and un¬ 
loading. 

One such operation of the kiln will 
produce from a half to one tonne of 
charcoal. This represents a considerable 
improvement on traditional methods, 
which normally achieve a conversion 
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efficiency of between 10 per cent aind ' 
15 per cent of the dry weight of the 
timber. Using the kiln increases this to 
between 20 per cent and 30 per cent. 

The kiln is easy to build, and costs 
between £500 and £800 depending on 
the number ordered. TPT have designed 
schedules for commercial operation in 
which two experienced men can operate 
two kilns to produce between two and 
three tonnes a week. 

Experience gained with the operation 
of the kiln is being passed to developing 
countries, and fuel technologists from 
TPI have conducted training courses and 
practical demonstrations to introduce 
improved charcoal production methods. 


Iraqi Contract to 
Japan 


The State Organization for Minerals of 
Iraq has awarded a Japanese consortium 
of Kobe Steel and Marubeni Corporation^ 
an approximately Y10 billion contract to 
construct on a full turnkey basis a 
sulphur recovery and sulphuric acid pro¬ 
duction plant in the northern part of the 
country. The contract calls for the 
consortium to provide the engineering, 
production knowhow, supply of equip¬ 
ment, field erection work, load test and 
commissioning. 

Having an annual capacity to recover 
153,000 metric tons of sulphur from 
sulphur residue and to produce 60,000 
metric tonnes of sulphuric acid, the 
projected plant, the first of its kind in 
the world, will be completed by February 
1984, and will start commercial operation 
by May 1984. 

In the process developed jointly by the 
consortium and Nissan Chemical Indus¬ 
tries, sulphur contained in the residue is 
vaporised in a vaporisation furnace and 
is separated from such impurities as 
carbon, hydrocarbon, and ash. Then, it 
is condensed and filtrated so as to be 
bright sulphur having a high |itarity of 
more than 99.9 per cent. 

Kobe Steel completed in> 1970 a 325- 
metric-ton-per day sulphuric acid plafit 
for Iraqi Fertilizer Corporation. 



Point of View 


Steel: A Barometer of Growth Virendra 


It is widely recognised that the Indian steel industry has been the 
victim of Inefficient planning, expessive control and lack of proper 
^ coordination. It is not low capacity utilisation but also poor 
productivity per worker, according to the author, which has paralysed 
the steef industry. Political control and bureaucratic interferance 
have denied the industry efficient functioning. The future of steel 
Industry appears bleak to the author unless it looks for new ideas and 
Information about the technical breakthrough achieved in various 
parts of the world. 


Production or steel is an index of a 
country's economic prosperiiy. It can be 
rightly regarded as the barometer of a 
nation's level of industrialisation. The 
steel industry foims the nucleus around 
which develop the various inler-dcpcndcnt 
sectors of an expanding eccncmy. The 
rate of steel production and consumption 
haa a direct relation with a nation’s gtne- 
ral economic position. 

The outlook of steel production is 
gloomy. Steel output during 1979-80 fell 
to 4.5 million tonnes from five million 
tonnes during 1978-79 necessitating im¬ 
ports worth Rs 400 crores to meet the 
demand. Shortage of power and coal, 
which led to a drop of 9.5 per cent in the 
production of saleable steel during 1979- 
80 has become more acute. The country 
will continue to face steel shortage till 
the end of 1983-84. The demand supply 
gap will be to the tune of 434,000 tonnes. 
The shortage would, however, be met by 
. 1988-89, when 16.62 million tonnes would 
be available against the demand of 16.49 
million tonnes. The surplus would be 
obtained as a result of expansion of both 
► the Bhilai and Bokaro Steel Plants by 
1988-89. By that year, the steel plant at 
Vizag may also go into production. 

The Steel Minister has projected an in¬ 
crease of 16 per cent in finished steel out¬ 
put during 1980-81. Against the target of 
7.4 million tonnes during 1979-80, the 
total output was not more than 6.03 mil¬ 
lion tonnes. Thus the projected improve¬ 
ment during 1980-81 would still mean 
that the final output would be less than 
fast yearns target. The final 1979-80 
figures now show that the shortfall in 
^output was more than 20 percent. But 
the Steel i\utbority of India (SAIL) has 


attributed this decline in output entirely 
to the shortage of power. 

It was a blunder on the part of the 
Government to allow coal imports be¬ 
cause it has been more wasteful to burn 
a costly imforted fuel than to tianspoit 
a cheap local fuel. The recoid of public 
sector plants’ peiformance during March, 
is hardly encouraging especially in res¬ 
pect of conversion of ingots into saleable 
steel. Capacity utilisation in the inte¬ 
grated steel plants during 1979-80 is likely 
to he around (6 per cent compared to 75 
per cent in 1978-79 and 85 per cent in 
1977-78. This trend is not only becau.se 
of the falling production but also due to 
falling capacity utilisation. 

It is equally true that the Tata Iron 
and Steel Company (TUCO) did better 
than the public sector steel plants during 
1979-80, achieving 95.4 per cent of its 
rated capacity. This has been achieved 
despite major constraints like acute power 
shortage, inferior coal and plant and 
equipment. The marginal shortfall in 
the output of saleable steel was mainly 
due to the acute power crisis in the eas¬ 
tern region. The loss of saleable steel 
was around 50,(X)0 tonnes, valued at some 
Rs 45 crores. Profitability of TISCO 
would have shrunk if there were no cap¬ 
tive power plant. TISCO has launched 
its modernisation programme, the cost of 
which is estimated at Rs 160 crores. 
TISCO has shown that in spite of con¬ 
straints, any steel plant can achieve 100 
per cent capacity utilisation. There is 
hardly any reason why the public sector 
steel plants should not show similar en¬ 
couraging results. If, for any reason, 
these plants continue to show poor rc- 
splts, the Government must explore the 


possibilities of running them with privi^ 
management. 

Political control and frequent bureatj)! 
cratic interference have denied the pubti 
sector management the autonomy necei 
sary for efficient functioning. Their loi 
output and labout productivity have bef 
partly due to gross overmanning, whiq 
in itself is a source of low morale an 
indiscipline. The need to maximise en 
ployment opportunities in a country sue 
as ours is undisputed, but perhaps tt 
worst way of doing so is to over-ma 
capital intensive industries, as has bea 
done in virtually all large public scetc 
enterprises. 

Economically Suicidal 

The po^er generation and ste 
industries have to bear heavy final 
cial costs because of the large capital u 
vestment I hey require. To burden the: 
in addition with excessive labour mak< 
no sense, it is economically suicidal i 
the Icng run. Workers must be provide 
with all basic facilities. But the co 
should not increase to such an extent thl 
it becomes either unbearable to the cor 
munity or disturbs the price equilibriu! 
of other commodities. It is not only k): 
capacity utilisation, but also poi 
productivity per worker which has pari 
lysed the steel industry. We have allows 
the situation to go out of our hand 
Management at the top needs to be ^ 
action-oriented that it produces result 
If the public sector steel units fail i 
produce quality goods at competiti^ 
prices, they should be wound up. \ 

The Steel Development Fund creati 
by the Government in 1978, into whiJ 
were to be deposited by the main prl 
ducers the increase in selling prices j 
steel totalling Rs 400 a tonne announej 
for 1978 and 1979 is the obvious soui] 
of financing modernisation projects in t{ 
steel industry. This fund has recent 
granted Rs 100 crores to TISCO. Expan 
jng the capacity of Bhilai and Boka| 
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^ tofistruotmg two new planti will cost at 
Rs 7,000 crorcs. This figure excludes 
cost of modernising the older plants 
supporting investment in the comple* 

\ tetary industries. It is obvious that 
.f ^ fund created for this purpose can 
^ j^dly meet the growing requirements of 
,.y||a steel industry. In such circumstances. 
Government needs to explore further 
libiiitiesof utjli^at^on of petrodollar 
the purpose. It is not at all worth* 
le to depend on imported steel in fu- 
tre though as a temporary measure we 
have no other choice. It is obvious 
the most sensible solution is to pro- 
steel indigenously. Wc have no 
{l^l^und economic grounds for dismissing 
a proposal. If TISCO can go all out 
yijx modernise its plant, there is hardly 
^ limy reason why the Government should 
j ::l0t succeed in raising its capacity utilisa- 
t; rton and in expanding its existing 
:;;impacity. 

-i"' 

ii^V Certain Assumptions 

' The production targets of sectors like 
^!,|eel and power cannot be based merely 
estimates of consumption. For one 
] hiDg these estimates have often turned 
to be wrong. For another implicit in 
approach is the assumption that the 
.ifjbist of the economy should set the pace 
'':Cpd the core sectors must adjust their 
.:i”irget8 accordingly. As things stand, 
steel industry is suffering considerable 
on account of coal and power shor- 
. »Ige and its wage bill is rising. This and 
'lifter unforseen contingencies will place 
enormous additional burden on the 
ii^Vildustry. Thus, there is no escape from 
il^litiiig apart more plan fhnds for the steel 
:or. In view of this situation, the in- 
can hardly generate new resources 
its expansion. The capacity of steel 
;ry remains so limited that the 
wemment will have no alternative 
kt to find budgetary resources for its 
dopment. 

,;It is widely recognised that the Indian 
‘!^1 industry has been the victim of in- 
lient planning, excessive control and 
of proper co-ordination. In the case 
he private sector, there has been con- 
it threat of nationalisation. At the 
loginning, we hoped that the country 
produce 100 million tonnes of steel 



by the end of the oentuiy. Sinoe the 
population would reach 9,300 million by 
then, the per capita crude steel output 
should be 110 kg today. By 1976, it was 
realised that such official optimism was 
not based on the real situation and the 
target was reduced by 25 million tonnes 
to 75 million tonnes. Later it was further 
reduced and now it is hoped the integrat¬ 
ed steel plants will double their cecity 
by 1988-89 to 24 million tonnes and the 
total capacity, including the mini-steel 
plant will rise to about 30 million tonnes. 
However, SAIL has assured that despite the 
shortfall in production availability during 
the current year will be about 8.8 million 
tonnes—seven per cent above last year. 

The output target for 1980-81 has been 
placed at 10.6 million tonnes of steel ingot 
and 8.6 million tonnes of saleable steel. 
Since nothing significant will be added to 
the capacity in the course of the year, the 
fulfilment of this target will depend upon 
a good monsoon, which will hopefhlly 
take care of the power and coal shortage. 
Looking further ahead, the Government 
has optimistically declared that the coun¬ 
try’s steel capacity will be raised to 22 
million tonnes by the end of the decade— 
which is what the demand for steel is ex¬ 
pected to be by then—by modernising 
Durgapur and Rourkela, expanding the 
capacity of both Bokaro and Bhilai to 
four million tonnes and constructing two 
coastal integrated steel plants. However, 
in the steel industry, larger capacity alone 
does not lead to increased output. 

The domestic demand for steel is cur¬ 
rently growing at the rate of 15 per cent 
to 22 per cent which is partly being met 
through increased production and partly 


iduougb niudb librier agaihat ear¬ 

lier commitments. The steel industry 
requires large investments in the eighties 
and beyond. With the financial cons¬ 
traints, we have to adopt a strategy which 
would give us the additional capacity 
and production with the minimum invest¬ 
ment. As it is, we shall need to create a 
fresh six to eight million tonnes ingot 
capacity within the next five years in 
addition to Vizag’s first jffiase, plus all 
the existing major steel plants. Liquid 
resources hardly exist in India to create 
such a huge capacity needing an aggre- 
gate investment of Rs 5,000 crores or ^ 
more. The conclusion Js that we have 
to import capital for steel plants’ expan¬ 
sion. We should bargain for the least 
cost operations from the amongst 
those who agree to finance our steel 
expansion programmes. The corporal 
institutions need to be encouraged to 
undertake such responsibilities, so that a 
larger number of mini-steel plants, could 
be set up in different backward districts. 

The future looks so bleak that we can 
hardly afford to be guided by ideological 
considerations. National interest demands 
that large business houses be asso¬ 
ciated with an expert committee so that 
rational thinking could be developed on 
this vital issue. What we urgently need 
today is to upgrade the technical opera- , 
tions of our steel plants. But to do that 
we must be prepared with our own ideas 
and the latest information about technical 
breakthrough made throughout the world. 

It is this weakness of ours that Ru$.sians 
and other exporters of steel know-how to 
India seek to exploit. Wc must be aware 
of their political implications. 
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JPiAl of hew 


Indian Planning : An Evaluation 


Dr G» Raghava Reddy 

In spite of achievements in the field of agriculture and Industry the 
planning during the last three decades had been a failure in tt e field 
of social development and eradication of poverty, due to continuance 
of the feudal structure of the society, according to authors vuho are 
associated with the S.V. University, P6 Extension Centre, Kavll, 

Andhra Pradesh. The authors feel that the time for slogans Is 
over and we should now enter into an era of dedication and 
achievements to give a better life to the teeming millions in our 
country. 


The Sixth Plan (1980-85) aims at accom¬ 
plishing too many objectives, some of 
them competing with others. In the face 
of institutional weaknesses, it must be 
regarded as a bold attempt. A review of 
development planning in India, albeit 
sketchy, should enable us to appreciate 
the prospects for its success and the cons¬ 
traints that encounter it. An attempt 
is, therefore, made hereto examine the 
mainsprings of development and the defi¬ 
ciencies thereof under the regime of plan¬ 
ning in India. 

It is now widely recognised that plan¬ 
ning in one form or an other cannot be 
dispensed with by any society aspiring to 
raise the standards of living of its mem¬ 
bers. The very fact that almost all coun¬ 
tries of the world have now adopted 
planning as a technique for socio-econo¬ 
mic development is a fair indication of 
its crucial role. Economic planning, to 
be worth, must achieve a higher rate of 
economic growth and create conditions 
for bringing about social justice. If 
planning perpetuates only the normal 
trends of growth, it is neither useful nor 
significant. It must necessarily result in 
an efficient allocation and utilisation of 
resources. However, fixation of over- 
ambitious targets is to be avoided as it 
leads to failures in planning. The three 
basic elements which enter into the pro¬ 
cess of planning, i.e., economic potential, 
administrative capacity and political wih' 
to develop, inter alia, must be taken into 
consideration while formulating the plans 
and fixing the targets. This will obviate 
wide gap between the targets and the 
achievements, which is so characteristic 
a fbature of democratic planning. In the 
ivords of Charles £. Merriam, *‘PIanniDg 


is the use of collective intelligence and 
foresight to chart direction, order, har¬ 
mony and progress in public activity 
relating to the human environment ar d 
genera] welfare.” Development must be 
conceived of as a multi-dimensional pro¬ 
cess involving changes in structures, atti¬ 
tudes and institutions as well as the 
acceleration of economic growth, the 
reduction of inequality and eradication 
of absolute poverty. 

We set forth on the path of planned 
development thirty years ago. We have 
so far carried out five ‘Five Year Plans* 
and three ‘Annual Plans' and two ‘Rolling 
Plans*. Indian planning is essentially 
normative single-level economic planning 
with a heavy reliance on sectoral ap¬ 
proach. The institutional set-up for 
implementing the plans has remained 
basically unchanged during the last three 
decades. The goals and objectives as set 
out in the Five-Year Plans are: 

(a) A sizeable increase in the national 
income so as to raise the level of living 
in the country; 

(b) A large expansion of employment 
opportunities and removal of poveity; 
and 

(c) Reduction of inequalities in income 
and wealth and a more even distribution 
of economic power. 

All these goals and objectives are inter¬ 
related. They together lead to two policy 
directions: (1) economic growth; and (2) 
more equitable distribution of income 
and wealth. 

The thirty years planning has resulted 
in some quantitative achievements in 
several spheres of the Indian economy. 
The saving ratio (net domestic saving as 
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per cent of net domestic product at 
ket prices) in India increased from five J 
cent in 1950-51 to 19.3 per cent in IS 
79. The ratio of net domestic inves 
to net domestic product at market pri^ 
increased during this period from 
five per cent to 19.4 per cent. 


The GNP at 1970-71 prices increaig 
from Rs 17,469 crores in 1950-51 ,]|j 
Rs 25,424 crores in 1960-61 and fur^ 
to Rs 36,452 crores in 1970-71 and | 
48,607 crores in 1978-79. This incre|t| 
came to 178.2 per cent, implying i 
average annua] growth rate of 6.4 lii 
cent. During the same period, the nII 
increased from Rs 16,731 crores 1 
Rs 45,637 crores. implying an averi| 
annual growth rate of 6.2 per cent. Tt 
NNP per capita went up to Rs 712 i 
1978-79 from Rs 466 in 1950-51 at 19^ 
71 prices, showing an increase of 53 pi 
cent as per the Economic Survey 1979-81 


Food Output i 

Foodgraiiis production went up froili 
51 million tonnes in 1950-51 to a recoil 
level (f 131.4 million tonnes in ]978-7i 
The compound growth rate of foodgraii 
production increased from 2 52 per cci 
during 1652-65 to 2.77 percent duril 
1967-79 even though area under cultivii 
tion grew at less than half the rate in d 
later period. This was the result 
very sharp increase in productivity, fti 
ductivity of foodgrains as a whole is OO 
growing at a rate of 1.84 per cent wbk 
is higher than the growth rate of hjl 
per cent registered in the earlier perid 
The per capita availability of foodgn^ 
increased to 478.5 grammes per 
1979. The index number of non-fod 
grains production (Base : TrienniU; 
ending 1969-70= 100) \sent up from 8^. 
in 1960-61 to 136.2 in 1978-79. 

India has now become the tenth it 
trially developed country in the woilj 
Industrial production during the M 
decade of planning (1951-61) increased i 
an average by seven per cent per annul 
The increase during the next four yeai 
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jkcm 1961-62 to 1964^5, was around 
a per cent per annum. Thereafter, there 
a period of deceleration in industrial 
;h with tbe annual growth coming 
iWn to 5.3 per cent in 1965-66 and 
Ftually stagnating during the next two 
8. Industrial production showed a 
recovery in 1969-70 by registering 
growth of 7.4 per cent. During the 
Ihsequent five years, the growth rate 
around 3.4 per cent. The general 
of industrial production rose by 7.2 
cent in 1975-76, 9.5 per cent in 1976- 
^ 3.3 per cent in 1977-78 and 7.6 per 
it in 1978-79, yielding an average 
lual grawth rate of 6.9 per cent. In 
itrast, the index for April-February of 
>79-80 shows a decline of 0.8 per cent 
T the same period in the previous year 
revealed by the latest Economic Survey. 


Employment Position 

Employment in the organised sector 
lf|creased from 63 lakhs on the eve of the 
ning era to 222 lakhs in 1979. Life 
ictancy went up from 32 to 52 years 
literacy from 16.6 percent to 29.45 
viir cent. There has also been a pheno- 
I'^enal development in rail, road and 
i||itpping transport. 

I'lThough the Indian economy continues 
I ^ be essentially agricultural, (here have 
t iten certain structural changes sectorally. 

1structural change in the economy 
ilij^t has taken place is reflected by the 
M grease in the share of agriculture in the 
I l|NP from 59.6 per cent in 1950-51 to 
per cent in 1978-79. The proportion 
0 industrial output to total output rose 
13.5 per cent in 1950-51 to 18.7 per 
l^tin 1977-78. 

BiWhile the improvement recorded in 
:>mic growth appears to be impres- 
, a closer examination of the various 
ets of this progress reveals a few notc- 
rthy inadequacies. The overall growth 
gtes of the economy during the era of 
j^nning have been below the targets 
;|;^pt during the first Five-Year Plan. The 
• te of growth of national income during 
Seventies would be the lowest for the 
^uree decades of planning. It the first 
'pcade, the GNP at 1970-71 prices regis- 
tted an increase of 45.5 per cent (NNP 
‘44.9 per cent) and in the sixties of 
'\A per cent (NNP of 41.2 per oent), 
rincreasc in real GNP in the decade 




of the Seventies cannot be more than 3$ 
per cent. In terms of annual compound 
growth rates, there has been a steady 
decline, from 3.83 per cent in the Fifties 
to 3.66 per cent in the Sixties and further 
to 3.05 per cent in the Seventies. 

The deceleration in the growth rate is 
much more perceptible if real national 
income in per capita terms is considered. 
The first decade bad experienced an in¬ 
crease of 19.9 per cent in NNP per capita 
at 1970-71 prices followed by a lower 
increase of 112 per cent during the Sixties. 
The comparable increase in the Seventies 
works out to just 9.8 per cent. In terms 
of compound growth rates, per capita 
real income growth has steadily declined 
from 1.34 percent to 1.24 per cent and 
further to 0.94 per cent as per the sum¬ 
mary of the National Accounts Statistics 
1970-71 to 1977-78. There is no consis¬ 
tency in the annual growth rales of GNP, 
NNP aid per capita NNP during the 
Plan periods as n ay he seen the table 
given be*ow. 

Fluctiations in the rate of growth of 
the macro-cconomic variables noted in 
the table were nothing but a reflection of 
the erratic behaviour of agriculture. When 
agricultural production dropped, national 
income also went down. Even after 
three decades of planning, our agricul¬ 
tural production is directly correlated to 
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monsoons, llier^oto, monsotMis are 
the major determinants of our rate 
of growth in spite of the socalled green 
revolution. 

The irrigation utilisation ratio moved 
up from 52 per cent in 1951 to 82 per 
cent in 1979 and the area sown more 
than once progressed from 10 per cent in 
1950-51 to 16.8 per cent in 1975-76. That 
there is a great potential to be harnessed 
in the field of irrigation development by 
taming our rivers is well established. 
That 83 per cent of agricultural land 
remains unutilised for 50 per cent of the 
time results in a great potential loss of 
output is also oft commented. One won¬ 
ders whether the fertiliser-seed strategy 
which is capital intensive needs to be 
substituted by a land-cum-labour inten¬ 
sive strategy of agricultural development. 
This presupposes institutional reforms 
especially land and credit reforms to be 
implemented rather than preached. In 
other words, a ladical cum reformist 
style of rural development needs to be 
initiated in place of the prevailing 
tcclinocialic approach. 

Under-utilisation of capacity in Indian 
industry is an ubiquitous feature. Rough¬ 
ly it has ranged from 10 to 30 per cent. 
In 1978 capacity utilisation was 67 per 
cent for basic industries, 69 per cent for 
capital goods industries, 81 per cent for 


Annual Growth Rates during Plan Periods (in Per cent) 

(In per cent) 



GNP at factor cost 

NNP at factor cost 

Per Capita NNP 

At current At 1970-71 At current At 1970-71 At current At 1970-71 
prices prices prices prices prices prices 

First Plan 

1.2 

3.6 

0.9 

3.6 

—1.0 

1.7 

Second Plan 

7.6 

4.0 

7.4 

4.0 

5.3 

2.0 

Third Plan 

9.3 

2.5 

9.2 

2.2 

6.8 

— 

Three Annual Plans 
(1966-67 10 1968-69) 

11.5 

4.1 

11.5 

4.0 

9.1 

1.8 

Fourth Plan 

12.0 

3.4 

12.0 

3.4 

9.5 

1.1 

1974-75 

17.3 

I.O 

17.2 

1.2 

14,8 

-0.8 

1975-76 

4.9 

9.7 

4.3 

9.9 

2.1 

7.5 

1976-77 

8.6 

1.5 

8.5 

1.3 

6.4 

—0.7 

1977-78 

11.8 

8.1 

11.8 

8.2 

9.5 

6.0 

1978-79 

7.4 

4.2 

7.1 

4.1 

5.1 

2.1 


Source ; Government of India, Economic Survey, 1979-80, New Delhi, 1980, P.75. 
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intermediate goods industries and 84 per 
cent for consumer goods industries. That 
the level of capacity utilisation is lower 
for basic and capital goods industries 
compared with intermediate and consu¬ 
mer goods industries, as noted above 
from the Report on Currency and 
Finance, 1978-79, is a general pheno¬ 
menon and needs no elaboration. Public 
sector undertakings hold monopoly in 
the former category in almost all cases 
and inadequates inter-industry linkages 
forged accounts for this state of affairs 
apart from exogencous variables and 
labour unrest which arc unduly emphasis¬ 
ed. The villain of the peace is the plan¬ 
ning strategy itself which often escapes 
from public notice. 

Mass Consumption Goods 

The availability of key mass consump¬ 
tion goods has not shown much improve¬ 
ment: in fact, the availability of some of 
them has shown a decline. Production 
of more foodgrains alone is not sufficient 
to ensure that the condition of the poor 
will necessarily improve. It should be 
accompanied by distributive justice. 
Generally, people who do avail of the 
facilities of the public distribution system 
are not the very vulnerable sections of 
the population. The system is better 
established in the urban areas rather 
than in the rural areas. The paradox of 
rising foodgrains stocks with the Food 
Corporaticn of India in the face of stark 
poverty of the millions is too well known 
to be repeated here. This is a replica of 
the skewed distribution of assets and 
gross inequalities in the distribution of 
l^jncome. The draft Sixth Plan (1978*83) 
stated that the concetration ratio of assets, 
mainly agricultural land owned by rural 
households, was 0.65 in 1961-62 and 
increased to 0.66 in 1971-72. 

The NDP generated in agriculture 
during the year 1978-79, according to 
the National Accounts Statistics, was 
Rs 31^023 crores and in that year popu¬ 
lation dependent on agriculture was 448.7 
millions. Thus, the average annual 
income per capita of those who were 
dependent on agriculture was only 
691.4. If agriculturists in India are 
considered as one nation as in the World 
Bank Atlas, India would be at the lowest 


among the 125 nations, for which per 
capita income was recorded. A recent 
study by the National Council of Applied 
Economic Research on household 
incomes and their disposition for the 
agricultural year 1975-76 shows that 95.8 
per cent of the households in the lowest 
income groups upto Rs 1,200 per annum, 
who can rightly be called destitutes, were 
in the rural areas. The average income 
per annum of an urban household was 
Rs 7,074 or 1.8 limes that of an average 
rural household of only Rs 3,390. The 
most alarming feature of income distri¬ 
bution is that the disparity between rural 
and urban incomes is not only wide 
but is also further widening. 

In ter-sectoral terms of trade have been 
unfavourable to the primary sector. The 
farmers except in the first phase have 
faced adverse terms of trade. During the 
period 1951-52 to 1964-65 the price index 
of agricultural products went up by 
slightly less than six per cent per annum, 
whereas the prices of non-agricultural 
products purchased by farmers increased 
at the rate of 4.45 per cent per annum. 

Suffering Farmers 

The net terms of trade—the proportion 
of the prices of goods sold by farmers to 
the prices of non-agricultural products 
purchased by them -has been above lOO 
since the year 1964 65 and has over a 
span of 23 years improved at the com¬ 
pound rate of growth of 1.43 percent 
per annum. According to CSO data 
(1973-74 to 1978-79) per capita income 
(at current prices) of agriculturists rose 
by only 10.8 per cent during the reference 
period, whereas the per capita income of 
non-agriculturists rose by 75 per cent. 
Agriculturists w ere much worse off than 
they were five years previously. This 
happened in spite of an increase of 22.8 
per cent in agricultural production during 
the same period. 

It is pertinent to note that the Plan¬ 
ning Commission’s estimate of population 
below poverty-line in 1977-78 was 48 per 
cent for rural areas and 41 per cent for 
urban areas, the average for the country 
being 46 per cent. Whichever way the 
assessment is made, the fact remains that a 
large mass of people continues to be 


below the poverty-line even after tbnei 
decades of development planning in IndIp 
The facts of economic life should tell 
that in a situation where slow real ineoipft 
growth is accompanied by (a) rise m 
commodity prices; and (b) poor growth 
in employment, there cannot be any shift 
in the dr.stribution of incomes in favour ol 
low income earners. 

Problem of Poverty 

The problem of poverty is closely linfe* 
ed to widespread unemployment and 
under-employment. The total unemploy¬ 
ment in India is estimated to be of the 
order of 20 6 million man-years: 16.3 
million in rural areas and 4.1 million in 
urban areas. The rate of unemployment 
at about eight per cent of the laboui 
force is to be compared with three to six 
per cent to which developed industrial 
countries have mostly bien able to reduct 
open unemployment. In absolute terms 
the magnitude of unemployment in oul 
country is larger than in any other coun¬ 
try in the world as Bhoothalingam's pane 
reported more than two years ago. 

With every successive plan, the percent¬ 
age as well as the volume of unemploy* 
ment have been on the increase. Th< 
number of job-scckcrs on the live registC] 
of the employment exchanges rose fron 
0.33 million in 1950 to 14.44 million if 
1980. The rale of increase between Jan* 
vary 1979 and January 1980 was 9.8 pej 
cent. Data on organised industries ir 
particular show that the employment 
growth has markedly slackened. Betweef 
March 1961 and March 1971, employ¬ 
ment in organised industries increased 
by 44.5 per cent from 120.90 lakhs tc 
174.73 lakhs, i.c. at an annual compound 
rate of 3.8 per cent, but between Marci: 
1971 and March 1979 the increase wai 
only 27 per cent (to 221.86 lakhs) or at i 
compound rate of three per cent. It 
ab.solute numbers, while the Sixties saw 
additional employment generation oj 
53.83 lakhs, in the first eight years of thi 
Seventies it was only 47.13 lakhs. Tha| 
there is an increased incidence of unempi 
loyment among the poor is an oft repeat: 
ed comment. It is a sad commentary o4 
our development planning that even aftei 
30 years, during which the problem oj 
unemployment was stated to be one oi 
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S ^he first to be tackled, it continues to be 
^ formidable issue. 

II The price mechanism has many func- 


I 

I- 

I 


Erosion in Income 


^‘^i^tions. Viewed in the broader sense of in¬ 
cluding the prices of the factors of produc¬ 
tion, prices and incomes are inextricably 
intertwined, continuously influencing each 
other. There has generally been a rising 
trend in prices during the entire period 
of economic planning except during the 
first Five-Year Plan when the wholesale 
'prices went down. Since then, there has 
-been a continuous rise in prices except 
r!:|during the years 1968-69 and 1975-76 
S 5jwhcn the prices showed a marginal dec¬ 
line. The annual rate of rise in prices 
amounted to six per cent in the Secend 
nd the Third Plans, eicht per cent in the 
Annual Plans (1966 69), nine percent in 
1976-77and 16.7 percent in 1979-80. The 
Movement of the consumer price index 
p ^generally tends to follow that of the whole- 
I j :sale price index with some time lag. 

K'-l 

i £ Between 195C-51 and 1969-61, theimp- 
jjllicit GNP deflator (with base 1970 71 = 
||[]00)had remained almost stable, i.e. at 
i#52.4 in 1950-51 and at 55.1 in 1960-61, 
bj^howingan increase of only 5.1 percent 
ten years, but by 1970-71, it rose to 
, 1^100, showing an increase of 85.5 per cent 
••vilOver 1960-61. However, the increase was 
;J*|^he highest (124 per cent) in the Seventies 
the assumption of about 10 per cent 
- ^increase in 1980-Sl). The erosion in real 
incomes of the common man on account 
i jjltlf inflation has thus been most severe in 
Seventies. Thus, with minor and 
i^lpargiual exceptions, the era of planning 
been characterised by inflationary 
l^l^rends of a creeping and trotting variety 
;|*|joccasionally resulting even in a hyper 
'-^'type. 

In a vast sub-continent like India, the 
JJv'PSpatial aspect of economic development 
‘“ji^'jlhas been recognised to be important 
r'v|l^i®ce the very inception of planned 
^ i^^fforts. Indian economy has witnessed 
ti;|^he operation of “backwash” and “pola- 
jsation*’ cflccts in an ample measure at 
^times resulting in severe agitations of the 
\ssam type. There has been a controversy 
ongst Indian economists as regards 
! operation of the convergent trends. 
?According to Gunnar Myrdal, the free 
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play of market forces is expected to 
result in the domination of ‘‘backwash** 
effects over “spread” effects and thereby 
accentuate inter-regional inequalities 
inside a nation as well as internationally. 
In a planned economy a reverse process 
is expected to be set in motion. But the 
evidence in the case of Indian develop¬ 
ment, though inadequate and capable of 
varied interpretations, points to the ope¬ 
ration of divergent trends. 

Planning Goals 

The central issue is one of controlling 
and directing ihc market forces in the 
direction of planned goals. It is a pro¬ 
blem of‘planning by direction' taking the 
place of‘planning by inducement', over- 
pov^cring centripetal forces I y those of 
centrifugal forces and the institution of 
Hirschman's Tunnel Effect’. The strength 
of development planning appears to be 
inadequate to tackle the powerful centri¬ 
petal forces released by the market 
mechanism even in an underdeveloped 
country of a mixed-economy type. This 
poses the greatest challenge to the drama 
of Indian development in the crucial 
decides of 1980-90 and 1990-2000. 

The failings of Indian planning have 
been more glaring in the field of social 
development. The feudal structure of 
society has remained unaltered. In fact, 
a new class of Brahmins, Maharajas and 
Nawabs has now emerged and the social 
status of the underd.ig has deteriorated. 
The disillusionment of the youth and the 
po:>r (especially farmers and agricultural 
labourers) who form a majo.ity of the 
Indian population, coupled with a slow 
rate of economic growth, cyclones, 
droughts and political permissiveness 
(defections jn.l flojr crossings) in the 
Sixties and Seventies, led to a situation 
where faith in democratic institutions 
was .shaken and a cult of violence gripped 
parts of the country (specially farmers* 
marches in many States and the agitation 
in Assam). A time has come when we are 
compelled to depart from the slogans and 
exhortations and enter the era of dedicat¬ 
ed action. The three decades of plan¬ 
ning in India have proved to be an era 
without a stable economic and social 
development as it has been based on false 
paradigm models. 
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The job of planning is not merely 
transferring sophisticated models of the 
First World or the Second World on to the ^ 
Indian social scene and evolving exhorta¬ 
tions for appeasing the masses and there¬ 
by capturing the scats of power, but one 
of evolving suitable plan formulation and 
modifying the administrative and institu¬ 
tional frame-work to take the economy 
and society on the high road of self-sus¬ 
taining development. 

As Waterson points out the cardinal 
lesson that emerges from the planning 
experience of developing countries „ 
is that the sustained commitment of i 
politically stable Governments is the sine 
qua non for development. Let us expect 
(hopefully) that the political stability in 
the country will usher in an era of com¬ 
mitment for the cause of socio-economic 
development. 

The Lessons 

The foregoing review of the develop¬ 
ments in the Indian economy since the 
advent of planning reveals the following 
lessons : 

(1) Ihc strategy of planning was not 
based on the resource endowments of the 
economy; 

(2) there has been a gap between pro¬ 
duction targets and achievements; 

(3) the economic potential was not 
fully exploited because of poor linkages; 

(4) the P 4 d iiinistrative capabilities 
have been taken for granted; conuption 
in public life has become a normal 
feature; 

(5) institutional reforms have been 
flouted rather than practiced; 

(6) the soft State has been in opera¬ 
tion; 

(7) the power of centripetal forces 
released by the market mechanism often 
dominated by private monopolists was 
greater than that of the centrifugal forces 
created and fostered by development 
planning resulting in accentuation of 
social and sectoral inequalities; and 

(8) the unstable economic profile has 
benefited the rich and bypassed the poor. 

The new Sixth Plan launched with all 
the fanfare must take into account these’ 
lessons and may have to be appropriately 
attuned if it is to overcome the phenor 
menon of planning by exhortation and be 
a case of planning by achievement. 
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Readers who are acquainted with 
‘Soviet Economic Development' by Vinod 
Mehta (reviewed in these columjis some 
time btick) will almost involuntarily pick 
up the Soviet and the Chinese Economy— 
A Comparative Study by the same author, 
ll^xpccting the same clarity of analysis 
and facile expression. The reviewer is 
happy to state that their expectations 
will be more than fulfilled. This is a 
short, crisp and eminently readable book. 
May I suggest to Vinod Mehta a new 
book on a comparative study, to the 
extent possible, of the Soviet, the Chinese 
and the Indian economy? 11 will be 
instructive to know how wc have been 
faring vis-a vis the Soviet Union and the 
Chinese Republic, c.spccially the latter 
from where potential danger lurks. 

It was during 1958-60 that the Chinese 
experimented with ‘The Great Leap 
IW'orward' with a view to double the 
tempo of industiial development. This 
was when China came in conflict with 
the Soviet Union and Soviet aid came 
to an abrupt end. Naturally from 1958 
onward industrial growth rate in China 
was comparatively low. According to 
the author, the chief reason for this 
slowing down of industrial growth rate 
was the internal disturbances and con¬ 
vulsions caused by the Great Leap 
Foward (1958-60) and ‘Cultural Revo¬ 
lution’ (1966-70) which aimed at doing 
^way with material incentives to pro¬ 
duction. With the stoppage of Soviet 
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aid and declining industrial growth rate 
since 1958, China has been inviting 
foreign capital for investment in its 
territory to achieve an economic break¬ 
through. 

China has been buying in recent 
years complete capital goods plants 
ti> boost production of strategic 
goods like steel, electricity generating 
plants and fcrtiii.Ncrs, etc. The current 
industrial rcfurnis which arc being in- 
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troduced since the death of Mao arc 
meant to countci the disastrous etTecls 
of her own anti -development policies 
followed during the last quarter century. 
And it needs he noted that “...the 
industrial reforms that arc being intro¬ 
duced are not within the socialist frame¬ 
work but go bey<fnd it embracing capita¬ 
list features." Ironically while claiming 
to be true follower of Marx and l.cnin, 
present-day China appears to be hand- 
in-glove with the leading capitalist 
country in the world. 

The Soviet Union, on the other hand, 
has continued, in spite of interruption of 
the Second World War, to maintain the 
momentum of economic growth gene¬ 
rated in earlier Five Year Plans. As the 
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Soviet Union entered the ‘intensive,^ 
phase’, the industrial growth rale hag vj 
somewhat slowed down. Also, “The I 
quantitative and qualitative changes ini! 
the Soviet industry highlighted the fact S 
that the old methods of planning and j; 
management were not adequate to meet i 
the new challenges.” The Soviet Union ;1 
is therefore busy devising economic re- j 
forms to meet these challenges. But it I 
should be noted that unlike the Chinese, | 
these Soviet reforms arc within the,if 
socialist economic framework. For ex-1 
ample, acceptance of the concept of J 
profitability has not been acoompanied 1 
by acceptance of private profit motive. J 

i 

Sabotaged Strategy | 

It would be wrong to say that China \ 
has developed a new strategy of economic : 
development. Outwardly China conti- * 
nued to follow the Soviet stiategy; but i 
she sabotaged the So\iet strategy with | 
the cnd-icsult that neither agriculture | 
nor capital goods sector achieved any,!: 
spectacular results. 

Though in the early phase, agricultural ^ 
surplus was utilised for purposes of 1 
industiialisution, capital goods industries 
like tractors, combine haivcstcrs and 
fertilisers paved the way for subsequent 
development of Soviet agriculture. Since!; 
1956, Soviet Union has made consider*^ 
able advance in the agricultural sector.- 
If the Soviet Union has been importinj^; 
foodgrains, it is to meet export commit*? 
merits to COMEC ON countiics and do^ 
mestic fodder requiiemcnts. In tb^ 
Soviet Union human consumption oi 
foodgrains has come to stabilise arounj^ 
100 million tonnes whereas the countt^ 
is harvesting aicund 209 million tornei( 
a year. ; 

On the ether hand, China, with; 
all her emphasis on the agriculturiit 
sector since late 1950s has been stiljlt 
plagued by serious food problems. Thcri^ 
arc large scale annual imports of food* 
grains to meet human requirements, and 
foodgrains are stiU rationed in China.- 
Between 1966 and 1976 foodgrains im-^ 
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wrtfi by china amomited to 50 milliofi 
pDniies. C hinesc agriculture is still back- 
Ward with heavy population pressure on 
jand and with low productivity. This 
is because the industrial sector did not 
]grow fast enough to draw away excess 
agricultural labour force. 

On the basis of available statistical 
idata, the author has come to the con¬ 
clusion that wage ditrercntials in China 
Sttre more pronounced thaji in Soviet 
iJnion. It is observed that material 
jbiccntives are inbuilt in the Chinese wage 
structure" in spile of the Chinese claim 
to ideological purity. Also, it needs to 
be noted that whereas the Soviet Union 
has wiped out unemployment, China is 
Still saddled with millions of unemployed 
people. 

It is observed that the Soviet Union 
has been spending proportionately more 
on educational, social and cultural 
measures than on defence, whereas China 
has been following exactly the reverse 
policy. The consequence is that whereas 
Soviet Union has a strong cadre of 
technical personal, China has remained 
technologically backward which is another 
factor holding back industrial progress of 
the country. 

Finally, the Chinese charge that the 
Soviet Union is ‘revisionist’ is uJitrue; 
in fact, according to the author, it is 
China that stands accused of revisiojiism. 

There aie a number ol misconcep¬ 
tions about the Soviet Unit>n ajnd China 
and their economics. Ojic surely would 
be wiser by leading this scholarly treatise 
bn the economics of the two countries. 

NEGLECTED SPHERE 

Till about a few years ago, India’s 
efforts to attain the objective of self- 
Sustained growth were consistently ham- 
jjpered and e>bstructcd by persistent 
{glance of payments difficulties. Since 
f957 onwards import restiictions have 
come U> be heavily relied upon to reduce 
^iicit in the country’s balance of pay¬ 
ments. 

S.K. Patel has in his Quarterly Eco¬ 
nometric Analysis of Imports in India 
made an attempt to prove that there 
has been a relative neglect of the quali¬ 
tative study of import problems in India. 
Possibly this is a reflection of the policy 


based on the hypothesis that imports of 
a country should be mainly determined 
by its balance of payments position and 
that economic variables such as level 
of imeome of the people, pattern of 
industrial production, relative prices, etc. 
arc insignificant, if not irrelevant, in 
determining composition and quantum 
of imports in import management. 

The author has maintained that the 
authorities must adjust import restric¬ 
tions taking into account not only prob¬ 
lems of a country's balance of pay¬ 
ments but also relevant economic vari¬ 
ables mentioned above (namely, level 
of income, pattern of industries and of 
industrial production, relative prices, etc. 
etc.). He has warned that if this is 
not done, a variety of unscrupulous and 
illicit tactics will be adopted by people 
connected with import trade, giving rise 
to black market in imported goods which 
are ostensibly banned from entry into 
the country. 

Exchange Receipts 

Patel thinks that the quantum of 
imports in India is being determined, by 
and large, on the basis of current foreign 
exchange receipts. He finds from his 
analysis that the stock of foreign ex¬ 
change reserves and long-riui level of 
foreign exchange receipts seem to exer¬ 
cise practically no influence on the 
level of imports. Such an approach to im- 
port management necessitated frequent 
changes in import restrictions and regu¬ 
lations and tended to increase complexity 
of import management. 

The study has revealed that the ad¬ 
ministrative system of direct and indirect 
regulation of import flows into India has 
not succeeded in its task of maintaining 
consistency of import allocations with 
important economic variables (like level 
of income, etc. referred to above) which 
is absolutely essential. The study finds 
that there is no significant influence of 
the above variables on import flows 
into India. Neglect of these vital vari¬ 
ables while determining import flows 
has resulted in the involved agents de¬ 
vising various devious tactics ranging 
from inflated demands to illegal activities 
such as smuggling of goods into the 
country. The administrative machinery 


has proved itself incapable of dealing 
adequately with smuggling and other 
illegal activities connected with the coun-^ 
try’s import trade, thus defeating the very 
purpose of its existence. 

For long India’s import policy has 
come to be determined mainly by balance 
of payments position which changed 
from year to year or even every month. 
This overcautious attitude towards the 
country’s balance of payments position 
in the short-run resulted in bringing about 
changes almost on quarterly basis every 
year in the country’s import policy.^^ 
This resulted in administrative complexi-fl 
lies on the one hand and on the other 
neglect of important economic variables 
refeued to above which have positive 
influence on composition of imports. 

Neglect of these important variables 
and also failure to base the country’s 
import policy on long-term plan require¬ 
ments and long-term prosjx'cts in regard 
to foreign exchange position have re¬ 
sulted in the failure of policy-makers to 
make import policy an important tool 
of achieving plan objectives. The fact^ 
that while the country's foreign ex¬ 
change reserves have been substantially 
mounting for some years whereas the 
country’s industrial growth rate during 
the same period is either declining or is 
stagnant goes to prove that the import 
policy is extremely short-sighted. 

India is yet far away from achieving 
any degree of sophistication in its import 
policy and making it an important in¬ 
strument of rapid economic dcvcloi>ment 
with distributive justice. The author has 
convincingly made this point. 


COMPARATIVE STUDY ^ 

Economic Stability Versus Crisis is, 
according to D. Chellappa, the author, 
a comparative study of the economies 
of capitalist and socialist countries. 

The capitalist and socialist economies 
are co-existing at present. Inevitably 
there is a sort of keen competition bet¬ 
ween the two economic systems. From 
that point of view D. Chellappa’s at¬ 
tempt at comparative analysis of the two 
rival economic systems appears rclevan]^ 
and of significance. 

The author has made an attempt to 


^STBRK ECONOMIST 


niNB 5,1981 


1374 



rflow by the ttfiftlyiifl of indices like ONP, 
real income and wages, levels of em¬ 
ployment and output^ that with all the 
apparent affluence, the capitalist system 
is full of inner contradictions and there¬ 
fore has unstable foundations. His con¬ 
tention is that not all advancement in 
science and technology can possibly cure 
congenital economic malaise of the 
capitalist world. 

There is no doubt that with multi¬ 
national corporations dominating the 
capitalist countries, with complex and 
i large-scale production processes which are 
spread over many countries in difTerent 
continents (only final assembling taking 
place in the capitalist countries where 
multinationals have their main office), 
with almost innumerable variables in¬ 
fluencing one another and the nations' 
economy, it is inconceivable that the 
free forces of demand and supply would 
be in'a position to bring about most 
efficient allocation of the country's re¬ 
sources and maximisation of human wel- 
f fare. Economic life and activities were 
relatively simple during the 18th century 
or even till the first world war and one 
could rely upon freely operating market 
forces to bring about the necessary 
adjustments in a fairly smooth manner. 
But in the 20th century the forces of 
demand and supply (i.c. market forces) 
would clearly prove inadequate in a 
capitalist economy to play the role that 
they did in the early phase of capitalist 
development. 

State Interference 

That capitalist economy is plagued 
at present by unstable foundations is 
proved by the fact that almost all western 
economies have been facing complex 
problems of inflation and rising un¬ 
employment and undermining of the 
moral fibre of increasing number of 
people living on social welfare funds of 
the c(»nmunity. Milton Friedman and 
thinkers of his ilk maintain that the pre¬ 
sent crisis which capitalism in western 
countries is facing is not because of the 
operation of the laws of demand and 
supply but because of continuing inter¬ 
ference by the State in various economic 
spheres and not allowing sufficient scope 
to market mechanism which according 



to them, if given full play and adequate 
time, would put capitalism back on 
the rails solving all the problems faced 
by it at present. Theoretically whether 
such an argument is sound or not, as a 
practical proposition such an eventuality 
would be impossible cm political and 
practical grounds. The days of auto- 
maticism and invisible hand of Adam 
Smith are dead and gone never to return. 

Solid Foundation 

In contrast, the author finds that the 
Soviet economy has more solid foundation 
and brighter future. This is because in the 
Soviet economy all important economic 
variables (like level of income and expen¬ 
diture, saving and investment, pattern of 
investment and rates of growth of diffe¬ 
rent sectors of the economy, growth of 
industrial sector and its locational and 
structural pattern, absolute level of prices 
and relative prices, volume, direction 
and composition of international trade 
and foreign exchange transactions, etc., 
etc.) arc ap propriately controlled and 
coordinated at different levels and finally 
in an overall way in the national economy. 
According to the author, the Soviet 
economy has managed to register spec¬ 
tacular and consistent growth of her 
economy. What is more significant 
is that at present whereas all the eco¬ 
nomies of the free world arc affected by 
inflation and increasing level of un¬ 
employment and declining growth rates, 
the Soviet economy remains unaffected 
by any of these major evils. There is 
full employment; price level is stable; 
and the standard of living of the people 
is gradually rising. At the same lime, 
as regards technological progress, the 
Soviet Union may be said to be on par 
with the United States. 

According to D. Chcllappa, while eco¬ 
nomies of capitalist countries would 
inevitably, continue to be affected by 
recurrent economic crisis, economies of 
socialist countries would be characterised 
by stability and steady all-round progress. 

But while making comparison bet- 
Vjfcen economics of capitalist and socialist 
countries, the author has failed to draw 
attention to some of the evils and failures 
of the economics of socialist countries. 

Thus while what the author has stated 


might be true of the eccnomy 
Soviet Union where special con^^ 
prevailed for over 40 years and 
had to pay a very heavy price in 
of economic and political sacriflce^:;| 
description would not apply to 
mies of other socialist countries* ^ 
their cases, growth rates are low alul;! 
are standards of living and levels 
technology. For example, at preM 
millions are unemployed and on the yd 
of starvation in communist China. ^ 
It is also observed that socialist Cdj 
tries have themselves recognised the b 
portance of the role of private pro 
motive, of individual initiative and ui^ 
for economic and political freedom amoj 
individuals. Those countries are th^ 
fore trying desparately to incorpori 
some of these capitalist features in th< 
economic system. It appears that ! 
the whole it is the fear of the central aut 
rity that seems to be holding the pcof 
of a socialist country together. This* 
a very heavy price to pay for econoni 
stability. j 

The author is clearly biased in favoj 
of socialist economies. And as cveryoi 
knows prejudice is the greatest enc^' 
of knowledge and wisdom. | 


SUPPLY RESPONSE 

A striking feature of agricultural pai 
in India is its responsiveness to pi 
failures and future needs in the a| 
cultural sector. This relatively great 
responsiveness of Indian agricuttii 
policy may be attributed to studies 
field of agricultural economics of a li 
number of scholars who have 
meticulously collecting data and analy|ji 
them to test various hypotheses and ara 
at definite findings. In the agriculf 
sector, policy appears to be adji 
itself to findings of agricultural rei 
In Aggrcf^aie Supply Response af 
in a Developing JRtgion^ Dr S.L. 
has tried to verify the once widely 
belief of perverse response of 
farmers to prices of farm productiy 
the country. The specific objectives' 
Dr Bapna's study are : (i) To estiiqi 
the aggregate supply elasticity of tq 
agricultural production in the short rf 
(ii) to determine the difference in suj 
elasticities during the period of tra 


1375 


JUNB 5, 



jial and changing technology; and (iii) 

^ estimate the aggregate supply elasti- 
||ty of area and yield in response to 
hanges in agricultural prices. The scope 
^.the study is restricted to Ajmer district 
Ik Rajasthan and covers the period 1956- 
l-? to 1976-77. The period 1956-66 has 
0O.sI4.rcd .. th. pr'i-l 

lllood wic.lru'.l 

since 1966-67 as the period of 
Relatively modern agricultural technology. 
m This study has, according to the author 

5*.roviId ‘^.important results which 

relevant for price and income policy 

i^rauthor has provided strong evi¬ 
dence in favour of the hypothesis that 
the aggregate supply elasticity of 

U total agricultural production is posi- 

Cc ’• This would mean, m lay terms, 
Ohat farmers do produce more at higher 
t%ices than at tower prices. 

iB It was observed that “...the coc .ci- 

Pnts of supply elasticity 

fl^btained varied depending upon the tx- 

t^cted prices.” 

^ Supply Elssticlty 

a It was found that the supply elasticity 
>f aggregate production in changing 
gi.e. modern) agriculture is more thwi 
im tradition al agriculture. The supply 
elasticity of aggregate area was very 
ow (which means increase in aggregate 
ttrea under cultivation changed little in 
"esponse to changes in agricultural 
iwices). On the other hand, supply 
pilasticity of aggregate yield was positive 
i»d significant. 

The policy implications o\ the tindings 
>f this study arc clear. The findings 
ndicate that “...the price policy can be 
effective device in increasing aggre- 
Vtc prixluction to the extent shown by 
l^hc elasticity coefficient.” The findings 
’’lan be used for input price policy and 
Ijolicics regarding imports of toodgrains 
^d income of farmers. Since the study 
indicates that area supply response is 
®,ow, it follows that for increasing agri- 
mlt’ural production, the country will have 
resort to intensive cultivation. This 
^ould require removing constraints on 
•Supply and availability of various agri- 
^Itural inputs. 

: The findings of this study regarding 
iUipply responsiveness in the agricultural 


sector to price fluctuations, valid as it 
is, cannot be said to be revolutionary. 
The hypothesis regarding perverse ^- 
haviouT of farmers and their negative 
response came to be rejected long ago. 
India’s response to stoppage of im^rts 
of foodgrains under PL 480 and to rising 
agricultural prices is well-known. 

The main constraints on agricultural 
production these days do not arise be¬ 
cause of perverse reaction of farmers 
but due to inadequate and irregular 
supplies of various modern agricultural 
inputs and infrastructure facilities. Agri¬ 
cultural and economic progress would 
depend on increasing their supplies and 
making them available at reasonable 
prices, along with fixing reasonable 
prices of agricultural commodities. 

The author has concentrated his at¬ 
tention only on agricultural prices. 
What needs to be taken into account 
while determining agricultural prices as 
a policy variable is that they will have 
to be considered vis-a-vis prices of manu¬ 
factured goods. Supply response of 
agricultural sector will be as much in¬ 
fluenced by prices of manufactured and 
industiial goods as of agricultural com¬ 
modities. This is precisely what the 
Agricultural Prices Commission appears 
to be neglecting all these years. 

Indian agricultural productivity on an 
average is only about one-fouith of 
the best that has already been recorded 
in respect of various crops. This means 
there is vast potentiality still lying un¬ 
tapped. Appropriate pricing policy and 
making available essential modern agri¬ 
cultural inputs would surely draw ade¬ 
quate response from the Indian farming 
community as this and various studies 
have amply shown. 


RURAL DEVELOPMENT 


From the Fourth Five Year Plan on¬ 
wards, there appears to be among Indian 
policy-makers increasing awareness about 
widespread and appalling poverty in the 
country's rural areas and the necessity to 
bring about rapid development of agri¬ 
cultural sector and of rural industries. 
Another reason for giving top priority 
to rural development is that in develop¬ 
ing countries belonging to extremely 
poor category, growth-rate of farm pro¬ 


duction has declined from 2.6 per cent 
per year between 1961-70 to around one, ^ 
per cent per year between 1970-77. 

Dr T.B. Lahiri in his Bural Deve¬ 
lopment- A Short-Term Strategy has 
made an attempt to draw a pro¬ 
gramme of action with reference to 
West Bengal. The author has analy¬ 
sed contemporary situation at three 
levels, namely national, State (West 
Bengal) and micro level (lower Ganga 
Delta). He has made out a case that 
successful implementation of rural 
development programme demands anon- 4| 
conventional approach and a substantial 
change in administrative arrangements 
with a view to mobilising people’s parti¬ 
cipation at grass-roots level. 

Concrete Programme 

As a short-term strategy Dr Lahiri 
has drawn up a concrete programme for 
some selected areas in West Bengal. 
The programme consists of \arious pro¬ 
jects under several heads such as minor 
irrigation, manufacture of fertilisers, pond ^ 
fisheries, promotion of small-scale and 
cottage industries, selected public works, 
construction of community warehouses 
and village roads, literacy, provision of 
basic health care facilities such as sani¬ 
tary for rural households and popula¬ 
tion control. 

The author has emphasised that the 
most important strategy is appropriate 
establishment of effective implementation 
machinery. According to him, while the 
panchayats would be the most meaning¬ 
ful machinery for execution of rural 
development programme, the concerned 
personnel need and should he given ^ 
training in modern and yet readily appli- 
cable innovations. They need to be given 
authority. The author has rightly in¬ 
sisted that without hearty participation 
at grass-roots, implementation of rural 
development programme is bound to 
fall short of expectations. He thinks 
that if these tasks are left to higher 
officials at the block or district level, 
that will soon degenerate into lifeless 
routine. Also, according to the author, 
importance of non-conventional pattern 
of execution, decentralisation 
responsibilities, and simplification of 
working manuals should be recognised. 

As merits of the proposed strategy. 






1376 



the author has divined that under it, 
all the areas in a State will be covered by 
ievelopment programmes simultaneously; 
it would mean a major step towards 
balanced regional development; it has 
production-bias and hence would be 
sclf-iinancing in course of time; it will 
remove unemployment problem almost 
totally in rural areas; and implementa¬ 
tion will be elfective and will not re¬ 
quire additional overhead expenditure or 
heavy capital investment. And, above all, 
participation at the grass-roots level will 
ensure effective implementation of pro¬ 
jects by creating enthusiasm and self- 
confidence among people by ensuring 
them employment, higher standard of 
Jiving and improved physical environ¬ 
ment. The only constraints to which the 
author has drawn attention arc the diffi¬ 
culties of introducing structural changes 
in the administrative machinery and 
ensuring selection of proper personnel. 

Comprehensive Plan 

^ In a sense, the author has tc>ld nothing 
new in this book. The only merit of the 
book lies in preparing a specific, detailed 
and fairly comprehensive regional deve¬ 
lopment plan for a specific area in West 
Bengal. His ideas about the necessity of 
decentralised administration, selection 
of personnel of high quality and devo¬ 
tion, and participation at the grass-roots 
level have all been pointed out umpteen 
number of times. 

Our policy-makers have learnt to be 
increasingly sophisticated in drawing 
plans for rural development. The hypo¬ 
thesis that general economic develop¬ 
ment of a country would automatically 
percolate and spread to rural areas has 
come to be practically rejected. 

While the problem with all its com¬ 
plexities appears to have been thorughly 
analysed and appropriate models built 
for its solution, it seems to defy solu¬ 
tion. The problem has proved intrac¬ 
table all these years. Politicisation of 
all the institutions like panchayats, co¬ 
operative societies and even schools in 
villages appears to have made enthusias¬ 
tic participation by people practically 
impossible. The fruits of all the rural 
development programmes seem to go into 
the pockets of those rural elite who are 
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hand^n-gloW with higher-ups at the 
district and State levels. It is thus the 
political will that is lacking and unless 
there is structural change from top to 
bottom, one wonders whether the prob¬ 
lem of regional development and mass 
poverty will ever be solved. In fad, 
mass poverty has become a greatest asset 
which is being increasingly exploited by 
all political parties to remain in power 
at all levels of administration and 
manage to secure one’s selfish ends. 

REGIONAL IMBALANCES 

There is in recent years increasing 
emphasis on regional studies. It is 
realised that while the nation's economy 
as a whole might be growing, certain 
regions might actually experience de¬ 
terioration in their economic conditions. 
These regional imbalances have serious 
socio-economic and political implica¬ 
tions. It has therefore come to be ac¬ 
cepted that planning should aim at 
balanced regional development. 

It is observed that the problem of 
regional imbalance exists in India not 
only at the Slate level but even within 
each State. In Uttar Pradesh, eastern 
region has for long been known for 
extreme poverty whereas by comparison, 
western region of UP is more develop¬ 
ed. Interestingly both the eastern and 
western regions of UP are comparable 
in area, population and resource endow¬ 
ment. Hence a comparative study of the 
two regions would be helpful in focussing 
attention on issues involved in regional 
development. 

Dr Ajit Kumar Singh in his Patii'rns 
of Regional Development—A Compara¬ 
tive Study has undertaken this study of 
the easteri and western regions of Uttar 
Pradesh broadly covering the period 
1951 to 1975, with the specific objectives 
of: (i) quantifying the differences in levels 
of economic development of eastern and 
western UP; (ii) tracing the rates of 
growth in the two regions; (iii) identi¬ 
fying the problems and factors retarding 
development of eastern region; and (iv) 
suggesting suitable measures for pro¬ 
moting balanced regional development in 
the State. 

The author finds that both the regions 


tJP are well suited to gfowtli oi 
culture, while industrial potential ia^ 
slender in both. He finds that in both.; 
the regions there is excessive pressure df^;j 
population on land; that drainage is fj 
defective resulting in soil erosion; that 111 
a considerable portion of land is barren T 
that agriculture is still dej^ndent mostly 
on vagaries of monsoon; that there is j 
taking place silting up process of river- j 
beds making rivers shallow and causing | 
floods in rainy season over wide areas; 
that numerous rivers and streams criss¬ 
crossing the regions obstruct develop* 
ment of means of transport and commu¬ 
nication; that land-utilisation pattern is 
defective; that forests have been almost 
completely destroyed; and that mineral 
resources arc almost totally absent. The 
above features would also explain why 
a major State like Uttar Pradesh lags! 
behind several other States in India in | 
regard to economic development. | 

Economic Retrogression 

The author has observed that “Eastern * 
and Western UP as well as the State| 
as a whole seem to be experiencing' 
economic retrogression in spite of two' 
decades of planning." To check growings 
incidence of poverty and unemployment! 
in both the regions and in the State as a 
whole, it is essential to effectively con¬ 
trol growth of population. At the same 
time rale of investment must be stepped 
up, especially in the eastern region• 
According to the author .“Unless a 
programme of industrial development 
launched to relieve the heavy population 
pressure on land and diversify economy^ 
Uttar Pradesh will remain bogged down 
in morass of poverty and unemploy* 
ment.” 

Analysing the levels of economic dcve* 
lopmcnl in eastern and western region! 
of UP the author found that the level of 
per capita income is comparatively 
high in the western region. Considerable 
interdistrict variations in per capita in¬ 
come are found in both regions. These 
disparities in per capita income are very 
closely related to differentials in produc* 
tivity of agricultural workers in the two 
regions. The economy of both eastern 
and western regions and therefore of the 
whole State of UP appears to have been 
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|9ppt in tfie low level equillbriiiiii trap 
Opii increase in papulation cancelling 
Pw whatever growth is taking place in 
Reduction. 

1^ The author has shown that inter- 
plllstrict as well as inter-regional dis- 
l&rities in per capita income and per 
fforkcr output have increased both ab- 

P itcly and relatively during the period 
il-71. This would mean that if visible 
rowing in regional inequalities is to 
attained in the near future, it would 
necessary to give a big push to the 
||conomy of eastern region of UP. Given 
l^e low rate of State savings, a sizeable 
^ow of resources from outside the 
|^.astern region would be necessary. 

^ Economic Structure 

I The study of income differentials in 
K^astern and western regitms of UP 
^as shown that they are not due to differ¬ 
ences in resource endowments of the 
litwo regions which are insignificant. Also 
ihpopulation characteristics like density of 
1l|fM>pulation, dc|icndcncy ratio, age-stiuc- 
ikure, etc. fail to explain the re^.ional 
6 income differentials. These differentials 
8 are found to be associated with differ- 
8encesin economic structure. According 
i>'to the author, “The availability of social 
Stand economic overheads like power, 
iPeredit, banking and irrigation seems to 
C^be an important factor causing income 
t^differcntials.” Also, “...the degree of 
i^hirbanisation shows a strong positive 
^t^association with per capita income 
]p*lcvels.” 

The above analysis of the author auto- 
^matically suggests policies for balanced 
i'ttJgional developments. Regional devc- 
?lopment policy in Uttar Pradesh should 
^aim at; (i) improving agricultural pro- 
rductivity by removing obstacles to agi i- 
Fcultural development; (ii) diversifying 
fthc economy through the programme of 
rindustrialisation; (iii) providing the 
^necessary infrastructure; and (iv) creat- 
I ing urban growth centres for the inte- 
|**grated development of backward areas. 
f This is an excellent in-depth study 
|''conccrning balanced regional dcvelop- 
l^mcnt. The stiatcgy suggested for deve- 
V iopment of the eastern region of UP 
would also apply to UP as a whole 
I' vis-a-vis other more developed States in 


Indb'a. the merit of tte strate^ sug- The EEC ^■'the 
gested by the author lies in specifying Lall and H. S. 
particular projects, industries and their Publishers, E-155 k 
location, and so on in the eastern region 110019; Pp 452; Pric 

of Uttar Pradesh. nf i 


The study has well brought out the 
fact that economic planning to be worth¬ 
while and effective must be carried on 
at least at three different levels, namely 
national, State and district. It is only 
such multi-level economic planning with 
proper coordination at the State and 
national levels that can bring about 
balanced regional development as well 
as rapid economic development of the 
State and of the national economy. At 
an early stage, it is possible that the 
problem cf trade-ofl between more rapid 
growth of the national economy and 
balanced regional development might 
arise. But in the long-run, the two would 
prove perfectly complementary to each 
other. 

Regional development studies of other 
Stales in li.dia on lines provided by Ajit 
Kumar Singh would be welcome. 
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Rural Workshops : Metalware Shop 


Hardev Singh 


A MULTiPROD» CT mctalworking shop will 
cater for the needs of rural households. 
The products of this industry can even be 
marketed in urban areas. The prospect 
of viability depends on potential demand 
both in rural and urban areas. Potential 
demand should be carefully surveyed be¬ 
fore making an investment decision. 

This type of shop will be able to pro¬ 
duce the following items : 

Aluminium kitchenware, e.g. pots, pans, 
cooking vessel spoons and saucepans, 
upto 45 cm in diameter. 

Simple aluminium lampshades, upto 2^ 
cm in diameter. 

Corrugated aluminium roof .sheets from 
alumii^ium sheets, upto 1.5 mm in thick¬ 
ness, size 2.4m x 1,2 m. 

Kerosene farm lanterns (mild steel 
sheet). 

Tubular furniture (simple steel tables, 
chairs). 

The products would have the following 
speciheatiens: 

Aluminium circles, 7 5 cm, 12.5 cm, 


17.5 cm and 25 cm in diameter, 0.8 to 

1.5 mm thick, with zero annealed condi¬ 
tion for spinning. 

Aluminium sheets, upto 1.5 mm thick, 
2.4 m X 2.4 m, giving products 2.4 m x 1.2m 
in size- 

Kerosene farm lanterns, galvanised mild 
steel sheet, 18 SWG, 2.4 m x 1.2 m. 

Kerosene stoves, brass sheet, 20 to 22 
SWCf, 2.4 m.:l.2m. 

Tubular furniture, mild steel tubing, 
standard 12, IK and 25 mm in diameter. 

On an annual basis of 250 one shift 
working days, the product volume would 
be as follows. 


A plant of this type requires a 
area of 60mx30m-l800 m^ 
open area of 60 m x 30 m=1800 i 

Manpower requirements are i 
below: 


Number i 


Product 

Aluminium kitchenware 
(mixed products) 
Aluminium roof sheets 
Kerosene farm lanterns 
Kerosene stoves 
Tubular furniture 


Units per year 


1,50,000 

1,00,000 

10.000 

10,000 

10.000 


Direct Labour 

Skilled 

Semi-skilled 

Unskilled 

Indirect Labour 

Manager 

Supervisor, foreman 
Accountant 
Accounts Clerk 
Sales clerk 
Inspector 

Production recorder 

Storekeeper 

Driver 

Watchman 

Total 


Metalware Shop : Machinery and F^qnipment Requirements 


Description of 
equipment 

Hand shear, mild steel, 12 mm thick 
18 cm spinning lathe complete with 
revolving centres, two speed motor, 
two speed starter, 10 spinning tools, 
trimming and beading slide 
30 cm spinning lathe with same speci¬ 
fications as in preceding item 
Treatment vats with electrical heating 
Roll corrugation machine, 3.0 m wide 
with variable profile corrugation 
system 

Tube bending machine to bend mild 
steel tube 25 mm in diameter upto 270 
Tube expanding and tube narrow 
machine 

Hammer riveting machine to rivetbrass 
or aluminium upto 6 cm in diameter 
Lathe 7.S cm maximum bore, 4.5 cm 
swing, 60 cm maximum length 
^ Upright drilling machine for drilling 
upto LO cm in mild steel 


Number 

required 


Estimated 
Price Rs. 


Description of equipment 




Number ; 
required PriceJS 


Pedestal grinder, double ended, wheel 
30 cm in diameter 

Double ended polishing and buffing machine 
Capstan lathe with hexagonal turret 
and attachment wing 
Electric arc welding machine, 250 A 
Electric argon arc welding for alumi¬ 
nium, 100 A 
Fly ball press 

Portable drill and grinder 

Roll bending and flat bending machine 

Compressor set, capacity of about 

100/1/s at a pressure of 8 bars, with 

spraying equipment 

Spinning dies 

Welding fixtures 

Small tools 

Bins, stillage, racks, pallets 
Delivery van 
Miscellaneous 

Total 
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SPEECH DELIVERED BY CAVALIER G.K. DEVARAJULU. CHAIRMAN AT THE 18TH ANNUAL GENERAL MEETING 
OF THE COMPANY ON 30TH MAY. 1981. 



Cavalior. Q.K. Davaralulu, Chairman. 

Ladies and Gentlemen. 

It gives me greet pleasure to welcome 
you all to this 18th Annual General 
Meeting of your Company. 

I am thankful to all of you for your 
participation m the Meeting which 
shows your continued interest in the 
working of your Company. 

The Report of your Directors and 
Audited Accounts of the Company 
are already m your hands arid I seek 
your permission to take them as read. 


The textile industry and the textile 
machinery industry have been under 
enormous strain and stress and 
affected ^ unfavourable economic 
factors. This was due to political 
upheavals, increased protectionism, 
spiralling increase in the cost of raw 
materials and growing indebtedness 
of the developing and under¬ 
developed countries Despite all these 
the inoustries have slowly recovered 
from the recession inmanypartsof 
the world 

Your Company has been making 
steady progress and once again your 
Company has shown satisfactory 
performance during the year 1900. 
Your Company has achieved a 
marked turnover of Rs 3072 36 lakhs, 
thereby showing the growth rate of 
22% over the 1979 figure. The net 
^ofit tor the year amounted to 
Rs.303 67 lakhs as against.the corre¬ 
sponding figure of Rs 264,25 lakhs 
for the last year You will be pleased 
to note that your Company has 
achieved satisfactory performance 
inspite of inflation on aM fronts coupled 
with shortages of power and certain 
raw materials like pig iron, coke, 
etc. Your Dirccu.vs are pleased to 
recommend a o .-tclend of 20% as 
against 17% dunn.; tt:o previous year. 
Bonus Issuo: 

To broaden the capiiai base in view 
of the giowino a^fvines of the' 
Company. yCuf Directors proposEK/ 
« ^ shares of 

1 for every 5 equity 

1 contidem ot mairi- 


taining dividend on the increased 
capital at not less than 9% barring 
unforeseen problems The approval 
of the Controller of Capital Issues 
has been obtained for the issue of 
bonus shares as above and the bonus 
share certificates will be issued to 
the shareholders, whose names 
stood on the Register ot Members 
on the Record Date i.e.. 15th May. 
1981 
Exporti: 

I am pleased to inform you that the 
exports during the year amounted 
to Rs.385.06 lakhs. You will be glad 
to note that your Company has been 
selected for the TMMA Export Award 
for Its export performance during 
1980 for the Preparatory and 
Spinning Machinery tor the seventh 


It is not easy to forecast about the 
future in view of the difficult conditions 
faced by the textile industry at present. 
Prices of raw materials have sky 
rocketed end the low offtake of yarn 
and cloth is causing concern. However 
the inflow of orders is encouraging 
and our order book position is 
comfortable. It is anticipated that the 
overall performance during the year 
will be satisfadory provided the position 
regarding power supply and supply 
ot raw matenalSv etc., does not worsen 
Second Umt: 

Your Company has been granted a 
Letter of Intent for the manufacture 
of textile machinery by doubling the 
capacity ot all machinea except 
Combers and Lap Machines. Your 
Directors onginaily proposed to estab¬ 
lish a new undertaking at Hosur 
However, your Directors have now 
decided to set up the second unit at 
Kaniyur Village. Palladam Taluk. 
Coimbatore District. 23 Kms.from 
Coimbatore on the Avanashi Road, 
where the mfrastructure facilities are 
available. The Government of Tamil 
Nadu has recommended the proposal 
to the Central Government. 
TheooGtotfheeBoond unRisesHmaied 
a! R&1 gao laKhs which is proposed 


to be financed by way of issue of 
Redeemable Debentures,Foreign 
Exchange and Rupee Loans from 
banks and internal Cash Accruals. 
The project is expected to be 
completed by 1982 It is proposed 
to manufacture the recently 
developed Rieter Model G5/1 ring 
frames in the second unit The 
production of the existing model DJ5 
ring frames will be progressively 
reduced and ultimately stopped The 
capacity thus released in the existing 
unit will be utilised to increase the 
production of other machines. 

Naw Ring Framas: 

The collaboration agreement entered 
into with M/s Rieter Machine Works 
Limited. Switzerland, for the manu 
taclure of the improved Rieter Model 
G5/1 ring frame has been approved 
by the Government of India and has 
been taken on record. 

Your Company has also finalised 
technical collaboration agreements 
with M/s. Rieter Machine Works 
Limited for the manufacture of blow 
room machinery like Contimeter and 
Unitloc. 

Open End Spinning Machines: 

Your Company has also finalised a 
collaboration agreement with M/s. 
Rieter Machine Works Limited, 
Switzerland, for the manufacture of 
Open End Spinning Machines and 
another agreement with M/s. Invesia. 
Czechoslovakia, for the supply of 
spinning units has been concluded 
recently 
ModPrnIsation: 

The Company's modernisation 
programme is proceeding according 
to schedule. It is expected that the 
modernisation scheme would cost 
around Rs. 12.50 crores However, 
such a large investment in modernisa¬ 
tion is inevitable for improving and 
maintaining the productivity and 
quality. 

We have so far spent Rs. 148 46 lakhs 
including a sum of Rs.93.31 lakhs 
spent in 1980. 

General 

I take Ihis opportunity to Inform you 
that Mr Max R. Epprecht, erstwhile 
Managing Director of M/o Rieter 
Machine Works Limited. Switze.'^land. 
who has been associated witfi your 
Company since 1962 has resigned 
his Directorship on the B^ard of 
Lakshmi Machine Works Limited with 


effect from 30th May 1981 consO' 
quent to his retirement Mr Epprecht 
was a pillar ot strength for the 
success of Lakshmi Machine Works 
Limited and has extended his fullest 
co-operation and guidance in bring¬ 
ing M/s. Rieter Machine Works 
Limited and Lakshmi Machine Works 
Limited into close association On 
behalf of myself and ihe Board of 
Directors. I wish Mr Epprecht on 
ills retirement a very happy, peaceful 
and active lile for many more years 
to come We are fortunate in having 
Mr Hans Probs! as the successor 
to Mr Epprecht on the Board of 
Lakshmi Macfiine Works Limited 
Mr Probst was with us earlier for 
nearly 4 years and is fully conversant 
with our Company's working and 
Indian conditions We are sure that 
his son/ices will bt? most beneficial 
to the Company, and extend him a 
hearty welcome 

Acknowledgmentc: 

While concluding. I would like to offer 
my sincere thanks to the Central and 
State Governments and the industrial 
Credit and Investment Corporation 
of India Limited. Bank of Baroda. 
Indian Bank and Indian Overseas 
Bank for their encouragement and 
support to your Company 
I am also grateful to my colleagues 
on the Board tor the co-operation 
extended to me by thorn 
I am also happy to record the co- 
oporation extended to your Company 
by your collaborators M/s Rieter 
Machine Works Limited and 
M/s Schweiter Engineering Works 
Limited, Switzerland, and also to the 
selling agents M/s Voltas Limited, 
M/s Super Sales Agencies and other 
agencies in helping the Company 
to achieve these results 
In conclusion, I wish to express my 
thanks to the employees ot the 
Company for their sincere efforts 
and the sense of involvement shown 
by them to achieve the results of 
1980 and the customers for their 
valuable support 

Thank you ail lor having graced the 
occasion. 


NOTE. This does not purport to be 
a record of the proceedings 
of the Annual General 
Meeting of the Company 
referred to 


HIGHLIGHTS OF PERFORMANCE 



Year ended 

Year ended 


31st Dec '80 

31 St Dec.79 


Rs. 

Rs. 


in lakhs 

in lakhs 

SALES 

3572 37 

2928 57 

PROFIT Before depreciation 

449.88 

383 47 

PROFIT AFTER DEPRECIATION 

303.87 

264 25 

PROVISION FOR TAXATION 

150.00 

160 00 

DIVIDEND DISTRIBUTION 

50.80 

43 18 

DIVIDEND PER SHARE 

i RS2000 

RS17 00 1 

SHAREHOLDERS' FUNDS 

731.99 

648 91 

LOAN FUNDS 

422.79 

454.92 

TOTAL CAPITAL EMPLOYED 

1154.78 

1103 63 
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Readers’ Roundtable 


Rupee Peyment 


developing distribution net¬ 
works in the Western Soviet 
Union. In short the Srviets 
need tiic expertise of Western 
Europe. There is no way 


Sir, Does the rupee payment 
facility provided in our eco¬ 
nomic deals with socialist 
countries work to our eco 
nomic benefit? 

An answer is provided by 
the recent agreement with 
Romania for financing 
Mangalore's Kudremukh iron 
^rc concentrates and pellets. 
The agreement provides for 
Romanian investment in the 
project amounting to Rs S7 
crores to be adjusted by ex¬ 
port of iron ores and pellets 
to that country. According 
to a ‘buy-back' clause in the 
agreement three million tonnes 
of ore would be purchased by 
Roman fa. 

But it should be remembered 
that this purchase would be 


f 


^di>nc at a price which is so 


Soviet Oil 


Sir, In the years to come, 
Soviet oil and gas will be¬ 
come more important for 
Western Europe. The growing 
pipeline network between the 
two parts of Europe provides 
rich evidence of this. Fears 
have been expressed, parti 
cularly in the United States, 
that the Soviets will be in a 
position to blackmail. 

But there is another factor 
which goes some way to com¬ 
pensate for any Western de 
^pendence on these oil supplies. 
To extract the oil and gas, as 
well as the huge Soviet re¬ 
serves of coal, at anything 
like the necessary rate, the 
Soviet Union relies on Western 
know-how and money. A 
situation of mutual dependence 
is building up : withdrawal 
of facilities by one side could 
result in withdrawal of facili¬ 
ties by the other. 

For the moment, the Soviet 
Union is in the stronger posi¬ 
tion. It is able to obtain very 
■favourable financial conditions 
on the loans provided by the 
West: low interest rales (under 


round this fact. They cj 
bluff it away. 

New Delhi Yours faithfu™ 
(Mrs) Anita StM 


low that project authorities 
regard the deal as “distress 
sale". 

Not only this. We export 
24 million tonnes of iron ore 
lumps and if the Romanian 
price is known to other coiui- 
tries, our loss would be in¬ 
calculable. 

Another disturbing aspect 
of the deal is that Romanians 
insist on the use of oil instead 
of coal in the project. Since 
wc arc already short of oil 
this will make us more de¬ 
pendent for oil on socialist 
countries. Moreover the use 
of oil will raise the cost of 
production. But our socialist 
allies would gain. 

Bombay Yours faithfully, 


Who Rules the Soviet Union ? 


?. L. Desai 


Sir, The myth that Soviet 
Union is ruled by the work¬ 
ing people of the country is 
refuted by the following data, 
which gives the occupational 
break-up of the members of 
Central Committee of the Com- 
munist Parly of the Soviet 
Union, the ruling party of the 
country, during the decade 
1971-81. 

In the C’entral Committee 
of CPSU, the percentage of 
the trade unioni.sts varies 
from 1.00 to 2.5 in this 
period. Liven the intellectuals 
have little say in the ruling 
hierarchy. The percentage 
of members of this group in 


the Central Committee vari< 
from 3.4 to 7.2. 

Who, then are the real rulc^ 
of the Soviet Union? Th 
combined percentage of part 
members. Government anj 
military officers in the Centri 
Committee during the decad 
varies from 79 to 81. Ther^ 
fore, the real rulers of thf 
Soviet Union are those wh 
have vested interest in tlj 
Soviet system, viz party an 
Government bureaucrats, nc 
the working people as i 
claimed by the p*ofcssiont 
friends of Soviet Union ij 
this country. \ 

New Delhi Yours failbfullj; 

S. P. Ojah i 


seven per cent) long-term re¬ 
payments -the same sort of 
conditions which Western 
financial institutions give to 
the Third World. 

All this was destabilised last 
summer. (?amc the Polish 
crisis. Some of the dis¬ 
advantages of centralised plan¬ 
ning burst into the open. As 
a result of strikes, supplies of 
Polish coal were halved. This 
had repercussions on coal sup¬ 
plies throughout the Fastcin 
bloc. At the same lime, 
there were breakdow'ns in oil 
distribution in the Soviet 
Union. If several of the in¬ 
nate contradictions in the 
socialist economic system sur¬ 
face together, then there is 
chaos. And urgent Western 
help is needed. 

The Soviets will not admit 
this. They say that, if need be, 
they could get help from 
Japan. While it is true that 
the Japanese could be ready 
to help exploit Siberian (»il 
wealth, they would want pipe¬ 
lines to the Pacific coast. They 
would not be interested in 


For 

Prestige Publicity and 
Sales Promotion 


Advertisa in 


USTEBN EMIlST 


(India's leading economic weekly) 


Phone : 389S18 


Gram : “RESEARCH' 


aunoKN BooNoum 


Iu^’a 5, 19 Sb 


1381 



ITATE OF THE 
CONOMY 


Mustrial Growth 
luring 1980>81 

ANALYSIS of provisional 
luctioji data for 30 sclccl- 
industrics which account 
a combined weight of 
|7.6 per cent in the general 
udex of industrial production 
"sows a 5.5 per cent growth 
lirijig April-March 
Ver the corresponding pericvd 
year ago. In the basic 
'industries group, there has 
Ijfieen an increase in the pro- 
‘^uction of coal (including 
?|^piite), saleable steel, alu* 
littinium, blister copper, clectri- 
fcwy, cement and phosphatic 
^rtiliser. 

S In the case of consumer 
^dustrics group, except for a 
Jiiccline in production of cars, 
other industries have shown 
ftiir increase in production, 
it'n the intermediate products 
yndustrics, the output of cotton 
^jtarn, newsprint and jute 
™tianufacturcs rose whereas that 
iPi>f petroleum products dec- 
iHned. 

V Likewise in regard to capital 
ji^ds industries, all the four 
^I'mdustries, viz. diesel engines 
tyvehicular), railway wagons, 
fracterrs and commercial 
vehicles have shown positive 
j^’ates of grow'th. Actording 
the index of industrial pro- 
;!ftlction of the cordial public 
-sector undertakings, the over- 
jill percentage chang'* is esti- 
Vnated at three per cent. The 
![,.ndustrial groups which have 
^'thown an increase in produc- 
|;jion during this peii(Hl were 
Utcel, mineral and metals, coal, 
^^ihemical and pharmacculi- 
Vials, heavy engineering and 
consumer goi>ds. 

■ While the w'cightcd average 
y>f the rate of change in I he 
Ivinitput of the selectc(l 30 in- 
^Wtrics in the overall worked 
iput to 18.5 per cent dining 
f^^arch 1981 over March I9S0, 
ilit wag, a little over 10 per 
compared to the pre- 


SCON^CJAflST 



cecding month. In the basic 
industries greup except for a 
decline of output in copper 
(blister) and lead, all the other 
industries .<:clected for study 
have shown a rise in pro 
ciuction durijie March 1981, 
over March 1980. Notable 
among them are coal (in 
cludir>g lignite), 20 per cent, 
crude petroleum 55 per cent, 
saleable steel 30 per c^nt, 
alumirriurr 29 per cent, cleclri 
city 15 per cent and cement 
21 per cent. Production of 
nitrogenous fertiliser increased 
by about 35 per ccnl and that 
of phosphatic fertiliser by 
about 27 per cent. Production 
of sugar rose by a little over 
41 per cent and vanaspati by 
almost 30 per cent. 

Assistance for 
Pesticides Purchase 

The Union Ministry of Agri¬ 
culture and Cooperation, has 
sanctioned a sum of Rs 141 
lakhs, to control pests and 
diseases in endemic areas in 
the country in the year 1981-82 
under the Centrally sponsored 
scheme of plant protection. 
States of Andhra Pradesh, 
Gujarat, Haryana, Himachal 
Pradesh, Madhya Pradesh, 
Rajasthan, Tamil Nadu, 
Jammu and Kashmir, Kerala, 
Orissa, Uttar Pradesh and 
the Union territor ies of Pondi¬ 
cherry, Delhi, Goa, Daman 
and bill will be assisted in 
the form of Central subsidy 
for undertaking control oi>cra- 
lions for protecting their crops 
from pests and diseases. 

The total allocation in the 
budget for the entire year 
will be rupees twocroics. This 
is the fir.st instalment. Further 
instalment wn'Il be released on 
receipt of relevant proposals 
from the respective Slate 
Governments. The Union 
Agriculture Ministry^ has re¬ 
quested all the Stale Govern- 
mcnls to submit their pr(»- 
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posals for plant protection 
expeditiously so that adequate 
quantities of necessary insec¬ 
ticides arc made available in 
time to make the current 
crop production Plan targets 
realised. 

Wheat procurement 

Wheat procurement by State 
agencies has exceeded 50 lakh 
tonnes mark. According to 
latest figures available in Delhi, 
the pocurement so far this 
season has been a little over 
5,037,000 tonnes. The total 
prc>curement last year on the 
same date was 5,180,000 ton¬ 
nes. The day's addition on 
May 27, 1981 to the reserves 
was 133,966 tonnes. Haryana’s 
procurement has already ex¬ 
ceeded the procurement on the 
same date last year by about 
2,600 tonnes. It has procured 
978,730 tonnes against 976,182 
tonnes. Punjab has already 
procured over 31.6 lakh ton¬ 
nes against last year’s figure 
of 37.7 lakn tonne*. Uttar 
Pradesh's procurement totals 
821,128 tonnes, more than 
double the last year figure 
of 3.97 lakh tonnes. Madhya 
Pradesh has procured 69,533 
tonnes. 

Liberalised Policy for 
Leather Goods 

The Government has decided 
to liberalise the licensing policy 
in respect of leather foot¬ 
wear and other leather goods 
with a view to achieving de¬ 
centralised development of the 
industry, and also providing 
assured market on continuing 
basis to the small-scale and 
cottage sectors. Accordingly, 
applications from the orga¬ 
nised sector for manufacture 
of leather footwear (closed 
shoes) and leather goods would 
be considered favourably, pro¬ 
vided the following conditions 
are satisfied (1) The units 
will be set up in notified back¬ 
ward areas. (2) The units 
will export not less than 70 
per cent of their production 
from the date of commence¬ 
ment of production. (3) The 
balance quantity could be 
sold in the domestic market, 
subject to the condition that 
the minimum ex-factory price 


in the case of closed shoes 
will be Rs 150 for gents sihocs, 

Rs 110 for ladies .shoes and^ 
Rs 70 for children footwear. ^ 

(4) Large houscs/FERA com¬ 
panies shall undertake to pro¬ 
cure at least 50 per cent (by 
value) of their total require¬ 
ments c f items/components 
like shoe uppers, etc, required 
for production of leather foot¬ 
wear and leather goods from 
small-scale and cottage sectors. 

(5) Companies other than 
large hoiises/FERA compa¬ 
nies shall undertake to procure 

at least 25 per cent (by value)j|^ 
of their total requirements of^ 
items/components like shoe 
uppers etc, required for pro¬ 
duction of leather footwear 
and leather goods from small- 
scale and cottage sectors. (6) 
Reasonable prices will be paid 
for the itcms/componcnts pro¬ 
cured from small-scale and 
cottage sectors. (7) Foreign 
collaboration, both technical 
and financial will be permitted, 
subject to the condition that 
non-resident equity will not ex¬ 
ceed 40 percent of the paid-up4|( 
and subscribed capital of the 
Indian company. For ensuring 
fulfilment of the above con¬ 
ditions, suitable arrangements 
will be made by Government 
in due course. 

Inspite of the fjict that India 
has plentiful supply of hides 
and skins, rich traditions of 
craftsmanship and availability 
of cheap labour, the country 
has not been able to make 
any dent in the international 
market for leather footwear, 
especially closed shoes, and 
other leather goods. The 
country’s share of leather foot¬ 
wear exports in the total world 
trade is less than two pef^ 
cent, which forms only about 
five per cent of the domestic 
output. Moreover, a major 
portion of expeuts from India 
is accounted for by low-value 
chappals and sandals, and 
wbal is even more disturbing 
is the fact that the average 
price realisation per pair of 
footwear is very low. 

Export of Fresh 
Vegetables 

The Governmert has dc- ^ 
cided to allow export of fresh * 
vegetables other tJum onions 
and potatoes undfe'r OGL-3, 

sum 5^ mi 

1 



subject to the condition that 
irrevocable letter of credit 
has been opened by the foreign 
buyer converinp iOO c^'nl 
of the f.o.b. value of the 
Lonsignmenl; or advance pay^ 
merit has been received through 
an authorised dealer in foreign 
exchange covering 100 per cent 
of the f.o.b. value of the con¬ 
signment. Till now, the ex¬ 
port of fresh vegetables other 
than onions and potatoes was 
allowed ‘On Merits’ through 
ilesignated Stale and Ontral 
Government agencies and 
fco-operativc societies within 
I limited ceiling. 

Electrical Sub-stations 
for Libya 

Antia Kleclricals Private 
Limited has won a contract 
in Libya fo’' the erection of 
15 electrical sub-stations for 
a valuer of 369,600 I.ibyan 
Dinars equivalent to Rs 11 
million. 

Kew Ship by HSL 

M.V. “State of Gujarat”, 
ii 16,700 tonnes DWT multi¬ 
purpose Pioneer Type Cargo 
Vcscl, built under the survey of 
American Bureau of Shipping 
:ind Indian Register of Ship¬ 
ping was launched on 
lime 3j I9SI at the State owned 
Hindustan Shipyard, Visakha- 
■)atnam. This is the 14th 
)f the pioneer type of vessels 
)einp built at the shipyard, 
md the second of its kind for 
he Shipping Corporation of 
ndia. Earlier, the shipyard 
lad built and delivered twenty- 
Mpc vessels of different types 
o the SCI. 

Designed for a speed of 
6 knots, this vessel is fitted 
vilh a medium speed propul- 
ion engine developing 9,100 
IHP. The vessel can carry 
eneral, pelletised and bulk 
argo and is designed to carry 
ontainers be.sidcs conventional 
argo. Provision is made for 
arrying upto a maximum 
umber of 316 standard ISO 
0 ft. containers and pro¬ 
of tionatcly lesser number of 
ft. containers. This is 
le 82nd ship to be launched 
om the slipways of Hindustan 


Shipyard. The shipyard has 
so far constructed and deli¬ 
vered 80 ships of difTerent 
sizes, including small craft 
aggregating over 843,916 L>WT 
corresponding to 580,665 GRT. 

Fertilizer Know-how 
for Turkey 

A prestigious contract has 
been bagged jointly by the 
Fertilizer Corporation of India 
Ltd (FCl) and the Fertilizer 
(Planning and Development) 
India Ltd, (FPDIL), to or¬ 
ganise and extend training 
facilities in the fertilizer in¬ 
dustry in Turkey. This is 
the first lime that a contract 
ol this nature has been signed 
by an Indian fertilizer under¬ 
taking for providing expertise 
and training in fcililizer in¬ 
dustry abroad. The contract 
has been awarded by UNIDO 
against stiff international com¬ 
petition. The contract en¬ 
visages the expansion of train¬ 
ing fiicililics available in M/s 
Azot Sanyaii, a public sector 
feilili/.cr manufacturing com¬ 
pany i>f Turkey. 

Mr P.(i. Borwankar, Chief 
Training aiul Manpower Ad¬ 
viser of I'C'I, will lead a team 
of ten experts from FC! ano 
FPDIL during the two-year 
periol of the contract. The 
contract envisages expansion 
of the existing training faci¬ 
lities in Turkey to cater to 
the expanding needs of the 
cc'iuitry and eventually of tnc 
whole region. Training piog- 
rammes will be develt»ped and 
impiementctl both for fresh 
and experienced engineers, as 
also for vocational graduates. 
A fulfledged Engineering De¬ 
sign Organ i/at ion will also 
be set up in Turkey. 

Railway Team 
for Algeria 

An Indian Railway leani, 
will shortly visit Algciia on 
a mutually convenient tlalc 
to be finalised in consultation 
with the Algerian Embassy in 
India. This emerged after an 
hour long discussion the Rail¬ 
way Minister, Mr Kcdar 
Panday, had with the seven- 
member delegation from 
Algeria, headed by the 


Minister for Planning and 
Lard Reclamation, Mr Abdcl- 
hamid Ibrehimi. who called 
on him recently in New Delhi. 
Welcoming the delegation on 
behalf of the Indian railways 
and on his own behalf, 
Mr Panday observed that a 
memorandum of understand¬ 
ing on Indo-Algciian co¬ 
operation was signed in 1979 
envisaging Indian partici¬ 
pation in the modernisation 
and development of Algerian 
Railways. 

He said that Indian Rail¬ 
ways had the necessary tech¬ 


nical know-how and ejtj 
in the construction of 
railway lines, gauge cc 
sion work, modernisatjoii;'! 
signalling and tclccommii 
cal ion systems. The techii^ 
logy developed by the Indt 
railways is quite appropriati 
for developing countries btt 
cause of its inherent flexibilif 
and of achieving self-reliance 
which might suit the rcqiarC 
ments of Algeria also. 

Rail India Technical and ! 
nomic Services (RITES) hav 
already earned considerab^ 
acclaim iji these areas 


Did you make 
any GIFT 
last year ? 

It may be 
chargeable to 
GIFT-TAX. 

Unless specifically exempted from the 
charge of gift tax by law, every gift is 
chargeable to gift tax. if the total 
value of the gifts made in a year 
exceeds Rs. 5.000. 

30TH JUNE IS THE LAST DATE FOR FILING 
A GIFT TAX RETURN IN RESPECT OF THE 
GIFTS MADE IN THE PRECEDING YEAR. 

You can obtain the Return Form from 
your Income-tax Officer or the Public 
Relations Officer in the office of the 
Commissioner of Income-tax. 


IT IS ALWAYS BETTER TO FILE YOUR 
RETURN WELL BEFORE THE LAST DATE 

PAY TAXES RIGHT: 

BUILD NATION'S MIGHT 

DIRECTOR OF INSPECTION 
(Research, Statistics, Printing o 

& Public Relation) % 

Income-tax Department. " 

New Delhi-110001 S 





iASmOi BOCKIOMIST 


1383 


JXJSE 5, 1981 



I rI developing countries in 
a and the Middle-East, 
igeria and Iraq, said Mr 
ay, the work has been 
appreciated, besides in 
tries like Jordan, Ghana, 
>ia, Mozambique, Zaire 
the Philippines, 
r Panday extended, his 
ation to the Algerian 
ster of Transpoit to visit 
i and requested the leader 
le delegation, Mr Abdel- 
d Ibrahimi, to use his 
offices in this regard so 
the construction works 
•ailways in Algeria could 
irther discussed. On his 
Mr Panday said that, 
'ould visit Algeria at the 
est opportunity. In fact, 
anted to visit Algeria dur- 
yt^g his recent trip abroad but 
«jkad to return home because 
certain pressing engage- 
^ents. 

^ew Airports for 
^ayudoot Services 

£ The Civil Aviation Depart¬ 
ment is actively engaged in 
Commissioning airpoits or 
^-nstructing new airports, 
fifcherevcr necessary, to suit 
jjilJic operational needs of Third 
/j>Level Air Service, Vayudoot, 
according to Mr A.P. Sharnia, 
i^t^inister for Tourism and Civil 
PAviation. 

Laying the foundation stone 
di)f the new air terminal com¬ 
plex at Ranchi Airport re- 
*}ently, Mr Sharma said that in 
Lx>me cases, the runways and 
1 he associated pavements for 
^ i^ayud(H>t operations are avail- 
j|;'ible, but the passenger ameni- 
;ies, the safety services and 
^;lommiinication and naviga- 
'Honal facilities have got to be 
jProvided These are being 
'Arranged on urgent basis so 
jjhat public in need of I'hird 
Jtcvel Air Services are served to 
,he maximum extent possible. 


,2oii$umer 

iooperatives' Expansion 

Mr Braja Mohan Mohanty, 
ihe Union Deputy Minister 
|!6r Civil Supplies stated re- 
Jiently thqt, Rs 56 crorcs will 
spent for the development 
Knd expansion? of consumer 
>^'poperative societies in the 


coui.try during the Sixth Five 
Year plan. Addressing officers 
of the Orissa State Coopera¬ 
tive Department of Bhubanes¬ 
war recently, Mr Mohanty 
said that there \^as a need 
for large size retail outlets for 
slums anu industrial areas and 
of revitalising the sick and 
weak wholesale consumer 
stores. The Deputy Minister 
discussed, N\ith the State 
Government officials, measu¬ 
res to streamline distribution 
of essential commodities and 
urged that the consumer co¬ 
operative stores should be 
strengthened and made more 
broad based. 

Population Control 
and Developmont 

Inaugurating the first 
National Conference of Parlia¬ 
mentarians on Problems c'f 
Population and Developjrcrt 
organised by Indian Associa¬ 
tion of Parliamentanars here 
recently, the Prime Minister, 
Mrs Indira Gardhi said, 
“F-amily Planning is compara- 
ti\ely a modern problem. In 
the early decades of this 
century Gokhale, Visvesvaraya 
and Karve stressed the im¬ 
portance of population control. 
Indian National Congress’s 
National Planning Committee 
underlined the importance of 
planned parenthood. Family 
planning has been a basic 
postulate of free India's 
national policy. 

It has already been 
mentioned that wc were the 
first Government to have 
a official family planning 
programme. Over the years, 
this has helped to generate an 
awarcress, at least among the 
educated, ol the need to re¬ 
strict our rate of population 
growth. An extensive rural 
family planning infrastructure 
has been created and a large 
number of para-medical and 
extension workers have been 
strained. Wc have focussed 
on maternal and child care, 
and have been able to bring 
down maternal and infant 
mortality rates, How'*vcr, wc 
have to admit that the prog¬ 
ramme has been only margi¬ 
nally succepsfuL Kerala, 
Maharashtra, Orissa, Punjab 
and Tamil Nadu have dene 


well but ne t, 1 am sorry to 
state, the other States. And 
I hope the Members of Parlia¬ 
ment who arc present from 
the other States will make a 
special note. Mention has 
also been made of the recent 
census which has shocked us 
all. We are now 683.8 mil¬ 
lion. But T am told that, our 
family planning programme is 
estimated to have prevented 
37 million births in the past 
decade. But again our death 
curbing strategy had been far 
more successful than our birth 
control strategy. 

Problems of 
Rural Employment 

The Union Government is 
keen to evolve a strategy for 
creating full cmploymcrit in 
the rural areas. With this 
objective in view, Mr Balesh- 
war Ram, Minister of State 
for Agriculture ajid Rural Rc- 
conslruclicn, has called a con¬ 
ference of Ministers incharge 
of Rural Employment Pro¬ 
grammes in the Slates and 
Union Territories. In a letter 
addiesscd to the Chief Miris- 
ters, Mr Balcshwar Ram has 
said that in order to solve the 
problem of unemployment in 
the rural areas, it is essential 
to consider in detail how best 
employmen t opport un i t i es 
could be maximised through 
the ongoing programmes of 
Integrated Rural Developmient, 
National Rural Employ¬ 
ment Programme and Khadi 
and Village Industries etc. 
The conference is scheduled 
to be held in Delhi in the 
middle of July 1981. 

WASME Meet in 
Legos 

The emergence of an inter¬ 
national movement for pro¬ 
motion and protection of small 
and medium sized enterprises 
was hailed by Mr Jaswant Rai, 
President of the World Assem¬ 
bly of Small and Medium 
Enterprises (WASME), while 
addressing the first meeting 
of the Governing Body of 
WASME in Lagos recently. 
Mr Rai said that the WASME 
represented the growing inter¬ 
national acceptability of the 
crucial importance of the small 


and medium enterprises in 
respective national economies 
and in strengthening inter¬ 
national cooperation. 

Mr Rai said that small and 
medium sized enterprises are 
not only an essential compo¬ 
nent of the industrial and com- 
merical structure of both deve¬ 
loped and developing coun¬ 
tries but also above all pro¬ 
vide a source of vigour and 
drive in securing global co¬ 
operation for a new world 
economic order. The small 
sized enterprises have con¬ 
clusively established their im-H 
portance as provider.s of em¬ 
ployment and sources of in¬ 
novation. The developed 
countries have also realised the 
critical role that the small 
and medium enterprises could 
play to stave off the crisis 
which seems to be deepening 
in many of the economics be¬ 
cause of growing unemploy¬ 
ment. 

Mr Rai said that the 
World Assembly of Small 
Medium Enterprises, held for^ 
the first time, at New Delhi™ 
in November last was a power¬ 
ful expression of the solidarity 
of all agencies, both Govern¬ 
mental and non-Governmental 
engaged in the promotion and 
protection of these enterprises. 

Refitting Work at 
Vikram Earth Statian 

To work with the new gene¬ 
ration of INTELSAT satel¬ 
lites, the Vikram Earth Station 
at Arvi will be refitted. All 
the telecommunication chan¬ 
nels carried by Vikram Earth 
Station will be taken out of^ 
commission for approximately 
four weeks commencing from 
May 18, 1981. Arrangements 
have been made to re-route 
via the Ahmed Earth Station 
near Dehradun all the over¬ 
seas services like telephone, 
telex, telegraph and leased 
channels during this period. 
On account of the long land¬ 
line extensions that this 
arrangement involves and 
marginal curtailment of capa¬ 
city on some links, public 
may experience some minor 
dislocation of the overseas ser¬ 
vices handled via Arvi Earth 
Station during this period. 
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AtuI Products 

Mr SiDHARTH Kasturbhai, 
Chairman, Atul Products Ltd, 

( struck a note of pessimism at 
(he annual general meeting of 
the company held recently. The 
Government's policy to encour¬ 
age small units in the dyestuff 
industry and the heavy power 
cut ranging from 40 to 45 
per cent in the current year 
and costly transportation of 
coal by trucks are likely to 
adversely affect the profitabi¬ 
lity of the company in the 
current'year. On top of this, 
market conditions at home and 
abroad are also not satisfac¬ 
tory. Though the company 
Fhas raised the prices of some 
of its products by one to 2.5 
per cent in Aprd last it could 
not even neutralise the increa¬ 
sed Ci)st of production. 

In view of this situation the 
Chairman cautioned the share¬ 
holders that if the position 
did not improve in the re¬ 
maining part of the year, the 
management may not be able 
to maintain the dividend on 
equity shares at the rate of 
Rs 20. 

Giving some more infor¬ 
mation about the critical posi¬ 
tion of the dyestuff industry, 
he said that the profit of Ciba- 
► Gcigy went down by 46 per 
cent and that of Cynamidc 
Company by 82 per cent during 
1980. As compared to this, Aliil 
Products has fared somewhat 
better in 1980 but it would not 
be able to show such results in 
the current year if the present 
power, coal and market condi¬ 
tions did not improve, he 
added. 

Mr Kasturbhai said that the 
industry has represented to the 
Government for review of 
inequitable concession, but 
i^this has so far been of no 
avail. It is hoped that the 
Oovemment will reconsider 
the industry’s representation 
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and give it a fair and just 
treatment before it is too late. 

The Chairman said that the 
power position so far as Guja¬ 
rat is concerned, instead of im¬ 
provement has deteriorated fur¬ 
ther. The power cut in Gu ja¬ 
rat was around 25 per cent in 
1980, wdiich has gone up to 
40 to 45 per cent in llie cuirent 
year. Similarly, the company 
is getting only 30 per cent of 
its requirements oi' coal by 
railway due tt) wagon shor¬ 
tage, while resi of the coal has 
to be brought by trucks which 
is loo expensive. To keep the 
production wheels moving to 
the minimum level, the com¬ 
pany is not only bringing coal 
by road transport, but it gene¬ 
rates its own electricity at a 
very high cost. The cost of 
electricity supplied by the 
Government comes to 38 to 40 
pai.se per unit while the com¬ 
pany's own generation costs 
around Re 1.25 per unit. Due 
to power cut, the company 
runs its caustic soda plant only 
at a capacity of 50 per cent. 

The sales in the firfi four 
months of the current year 
amoimis slightly lower at 
Rs 19.48 crores as compared lo 
the cofresponding period of 
the previous year. 

The company has plan^ to 
spend about Rs 3 to 4 crorcs 
every year on small expansion 
and diversification programme 
for the next three years and 
this in turn will raise the liirn- 
over of the company by about 
Rs 9 crores when all the plants 
are fully commissioned. 

Anand Batteries 

Punjab Anand Batteries will 
be the first ?n the country to 
manufacture button cells for 
watches, calculators, cigarette 
lighters and electronics gadgets. 

The company is licenced to 
produce three million button 
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cells per annum. The project 
is estimated to cost Rs Z50 
crores and is expected to com¬ 
mence production by the end 
of 1981. 

The company proposes to 
issue convertible bonds of 
rupees one crorc after couple 
of months to meet a part of the 
finance for the project. The 
bonds of Rs 100 each will have 
rights to acuqirc three equity 
shares of Rs 10 each at a pre¬ 
mium of Rs 5 per share 
after about three months of 
the issue. 

The balance of the project 
cost would be met from inter¬ 
nal resources and ICIC foreign 
exchange loans. The demand for 
button cells is growing at a fast 
rate and is estimated to increa¬ 
se to 6.5 million pieces from 
four million pieces at present. 

According to Mr Pradip 
Anand, Managing Director of 
Punjab Anand Batteries, the 
company's button cells project 
would lead to an increase in 
its turnover. The profitability 
of this new line of business 
was expected to be far higher 
than that of dry cells. 

I'he company‘s button cells 
would be able to compete 
favourably in international 
markets as the ma jor raw mate- 
trial or them is silver which 
is cheaper in India. 

Meanwhile, the company has 
doubled its dry cells capacity 
to 120 million pieces a year. It 
expects to produce 78 milli<m 
dry cells during the current 
year to end June 30, 1981. 

Bank of India 

A sharp increase in lendings 
to priority sectors was the 
highlight of Jh'iik of India’s 
performance during 1980. Ad¬ 
vances to priority sectors in¬ 
creased by Rs 1?2 crores and 
accounted for almost the 
entire increase in credit of 
Rs 125 crores in India. Asa 
result, the share of priority 
sector advances to total ad¬ 
vances in India rose by six per¬ 
centage points from 31.2 per 
cent to 37.2 per cent. There 
was also a significant increase 
in the number of accounts in 
this category, from 45I/JOO 
accounts at the end of 1979 
to 602,000 accounts. Relcas- 


1 

ing the bank’s working testll 
to newsmen, Mr N. Vaglili 
Chairman & Managing DiiifS 
tor of bank of India, sta^ 
that the bank maintained I 
steady progress in 1980 in f| 
domestic as well as internatic 
nal business. I 


Increase in Deposits i 

The bank’s total dcposil 
increased by Rs 530.77 croTO 
from Rs 2427.80 crores at eil 
15»79 to Rs 2958.57 crorcs dui 
ing the year, recording' 
growth rate of 21.9 per cenj 
Deposits from public (cxclu] 
ing intcr-bank deposits) ho< 
ever, rose more steeply by 24j 
per cent or Rs 565.61 ctotI 
from Rs 2352.28 crores ^ 
Rs 2917.88 crorcs. The bank' 
total credit increased by I 
304.22 ciorcs from Rs 1480.1 
cToics lo Rs 1784.76 cror^j 
while advances in India ft 
creased by Rs 125 crores. Ti 
bank made significant prj 
gress in agricultuial lendij 
increasing the amount I 
Rs 47.84 crorcs covering 87,90 
additional accounts. Of tK 
Rs 13.40 crorcs was for ti 
benefit of 13,819 small matl 
nal farmers. Small-scale ind« 
try absorbed Rs 38.99 cro] 
covering 5,737 additional 
counts. Advances to otlS 
weaker sections absor^ 
Rs 35.12 crores covering 38,( 
additional accounis. Out 
the total outstanding credit 
IndiaofRs 1338 crorcs as 
end 1980, credit for food pi 
curement (Rs 130 crore 
public sector (Rs 113 crore 
agriculture (Rs 176 crore 
small-scale induslry (Rs 2 
crorcs), small borrowers f 
113 crores) and exports (Rs I 
crorcs), accounted for 64.5 | 
cent of Indian advances 
compared to 62.2 per cent 
1979. 

A sharp increase of 49 | 
cent in advances under 1 
Diffeiential Rates of Inter 
Scheme was another landmi 
in the working of the bl 
ill 1980. The DRl ad van 
increased by Rs 3 86 croi 
taking the aggregate ofthi 
advances to Rs 11.74 croi 
The number of accounts a 
increased significantly 
39,217 from 128,783 
168,000. The resources d 
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Mj^d under DRI as a propor- 
TO of total credit at the end 
ff the previous year conse- 
|uenlly rose from 0.7 per cent 
1.0 per cent. 

i The bank opened 100 bran- 
hes in India, raising the total 
amber of branches to l,3S5. 
>fthc new branches opened 
ring the year, 77 branches 
ere at rural centres. At end 
BO, 946 or 68,3 per cent of 
i total number of branches 
5 located in rural and semi- 
irban centres. In the iiUcina- 
onal shpere, the hank opened 
nc branch raising the total 
26. 

! The net profit of the bank 
licrcascd marginally from 
4.10 crorcs in to Rs 
^.12 crorcs in 1980. A sum of 
2.86 crorcs (Rs 2..37 crores 
1979) was transferred to the 
^servefimd, raising the total 
^serve to Rs 14.13 ciores. 
^ith this, the owned funds of 
bank (capital and reserves) 
^creased to Rs 24.13 crorcs. 

lank of Maharashtra 

t Bank of Maharashrra has 
hieved all round progress in 
l^e year 1980. The highlights 
its achievements include 
!fAc opening of 61 new branches 
“Jjuring the year 1980. The 
fimal number of branches as a 
Hjeend of 1980 arc 714. Out 
61 new branches opened 
Vuring the year, 52 branches 
%rc opened at rural and semi- 
f?rban centres. The bank has 
I‘‘plan to open 86 more bran- 
/jes during tlic year !98l, 
[jlklng the total number of 
(.ranches to 800. Out of these 
branches, 80 per cent will 
A, in iiiral and semi-urban 
/^eas. In this year, the bank 
\s opened its 500th branch 
(rithe State of Maharashtra 
has become the first 
f jitioiialiscd bank to have 500 
I Ranches in any one State. 

Jj During the year I9S0, the 
j^nk continued loaild deposits 
its total deposit figure of 
Is 672.00 crores at the end 
T 1979. The bank added dur- 
.g this year Rs 144.00 crores 
:T deposit^: taking total 
iiiposits to Rs 816.00 crorcs, 
j'kmbLF of accounts to 
jit,44,000. The growth rate is 
(t.35 per cent compared to the 
iwth rate of 16 per cent for 
banking industry. 


til. 
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At the end of December 1979, 
bank’s total advances were 
Rs 419.00 crores. The bank 
has added Rs 53.00 crorcs to 
its advances portfolio taking 
them to Rs 472.00 crores at 
the end of December, 1980, in 
222,OfK) accounts. A notable 
feature of the bank's credit 
disbursement is continuity of 
its top position among the 
nationalised banks in respect 
of credit to priority sector. 
During this year, the advances 
to priority sector have gone 
upto 42.92 per cent of 
total advances as against 
national average of 31.2 per 
cent at the end of March, 1980. 
The bank has already crossed 
the target of 40 per cent set by 
the Government for priority 
advances for all banks to he 
achieved by 1985. The Natio¬ 
nal Investment and I inance 
1980 Bank Award was awarded 
to this bank for promoting the 
priority sector industries. 

The bank has made arrange¬ 
ments with 36 employment 
exchanges in Maharashtra 
Slate to check-up potential 
entrLprcncurs from their live 
register. During the year 1980 
1,000 candidates attended the 
lectures arranged by the bank 
and out of it 600 approached 
with their proposals for 
finance. Out of this 230 viable 
cases were sanctioned financial 
assistance. The bank has 
prcpaied 753 project profiles 
fiom different sources to help 
prospective entrepreneurs to 
choi>se their projtcl. The 
copies of these profiles arc 
kept in all the divisional 
oflices and laruc size branches. 
A project library is being 
maintained at ‘Lok manga P 
and access to it is made avail¬ 
able to the prospective entre¬ 
preneurs. As at the end of 
1980, the bank has 20,700 
accounts with Rs 13.60 crorcs, 
outstanding under Employ¬ 
ment Promotion Programme 
Scheme. 

KSB Pumps Debentures 

KSB Pumps proposes to 
issue .34,283 debentures of 
Rs 350 each to Indian residents 
to raise Rs 1.20 crorcs to 
finance the purchase of capital 
equipment to meet orders of 
high value pumps as well as in¬ 


creased requirement of work¬ 
ing capital. 

The debentures will carry 
interest at 13.5 per cent per 
annum, payable halt-yearly 
with an additional interest of 
one per cent in the event of 
the company declaring more 
than 22 per cent dividend on 
equity shares for any particular 
year. 

It is propo.sed that 20 per 
cent of the face value of each 
debenture will stand converted 
into four equity shares of the 
company at a price of Rs 17.50 
per share, one year from the date 
of allotment. Jf a bonus issue 
is made before conversion of 
debentures into equity shares, 
the price per share will stand 
proportionately reduced. 

The debentures will have a 
maturity period of seven years 
and will be redeemed in three 
equal annual instalments at the 
end of the 5th, 6th and 7th 
years. 

The Directors also propose 
to allot 142,736 equity shares 
at Rs 17..50 per share to Ca¬ 
nadian Kay Pump of Toronto, 
the company’s collaborator, to 
enable it to maintain the fo¬ 
reign equity in the company 
at 51 percent. This is in ac¬ 
cordance with the stipulation 
made by the Central Govern¬ 
ment while approving the com¬ 
pany’s collaboration for the 
manufacture of nuclear pumps. 
The collaboration agreement 
is valid till the end of 1088. 

Cyanamid India 

Cyanamid India, which turn¬ 
ed out very poor working re¬ 
sults for the year ended 
November last due to prolong¬ 
ed labour unrest, is faring 
belter this year with turnover 


for the first five months about 
13 per cent ahead of the same 
period last year. v 

Giving this information to 
the shareholders at'the annual 
general meeting in Bombay, the 
Chairman Mr Si sir Mitra stat¬ 
ed that, the company’s agricul¬ 
tural division had been per¬ 
forming well and that the gene¬ 
ral trend had been encourag¬ 
ing, He hoped that the com¬ 
pany would end the current 
year with a belter perfor¬ 
mance. 

H 

Gujarat Narmada 

Gujarat Narmada has suc- 
cessfully commissioned its 1200 
MTD air separation unit, the 
largest in the country. Its 
oxygen pumps, the world’s lar¬ 
gest, manufactured by Linde 
Sureth of West Germany, have 
been successfully run, and the 
air has been separated into 
liquid nitrogen and liquid oxy¬ 
gen of the requisite specifi¬ 
cations. 

The production of ammonia 
icquircs nitrogen and hydrogen 
for synthesis. With the pro¬ 
duction of liquid nitrogen, the 
company has taken a major 
stride towards the prixluction 
of ammonia. The other sec¬ 
tions of ammonia and urea 
plants are taking final shape 
and the various pre-commis¬ 
sioning activities in the respec¬ 
tive areas arc in full swing. 
The plant is getting ready for 
production of hydrogen for the 
manufacture of ammonia. 

With the commissioning soon 
of this world’s largest single- 
stream ammonia and urea 
complex, Gujarat Narmada 
will be the first amongst the 


HEAVY ENGINEERING CORPORATION LIMITED 

(A Government of Jndia Enterprise) 

Heavy Machine Building Plant 
Kedla Washcry Project 
Ranchi-8.14004 

No. HMB/KWP/ME/007/8I/.S75 Scaled tenders arc invited by the 
Manager. Kedla Washcry Woject, HEC Ltd., P.O. Dhurwa. Ranchi-4 for 
the supply of Rack & Pinion gate as per schedule in his oilicc (Room No 16, 
Old FFP Engineering Building) upto 2 p.m. on .^0.6.81. Earnest money; 
Equivalent to 2% of the quoted value in the form of Demand Draft or 
Deposit at call receipts issued on State Bank of India, Hatia Branch 
Ranchi-824( 04 in favour of HEC Ltd., to accompany the tender. Tender 
documents ulongwith schedule, specifications can be had from his office on 
paying a crossed postal order for Rs. 250J- in favour of Heavy Engincciing 
Corporation Ltd., Ranchi. The Manager. Kedla Washcry Project docs not 
bind himself to accept the lowest or any fender or piirt thereof and reseives 
he right to rcject/accept any tender or pan thereof without assigning any 
treason. davp 76.^(23)/81 
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, the loans outstanding 
December 1980, having 
Led 1.4 per cent of total 
it in the previous year, 
bank also met two other 
>rms, viz; deploying40 per 
nt of credit under the 
[heme to scheduled castes/ 
iduled tribes and routing 
per cent of advances under 
scheme through rural and 
i-urban branches. The 
irformance under both these 
rameters stood at 50 per 
t and 68 per cent rcspecli- 
Jy. 

I* The number of villages 
lopted by I he bank inci cased 
■cm 3,133 in 1979 to 4,365 in 
80. Direct agricultural ad- 
nces in this category in- 
■TCased from Rs 35.07 crores 
Rs 42.06 crores, covering 
39,000 accounts. 

* A new dimension to custo- 
ir service was imparted 
li^brough introduction in August 
of the ‘Centralcard’, 
ij^vhich is a tool of convenience 
S o card holders; as they 
^"ispense with cash or cheque 
mbr their specific transactions 
li|:hith the designated cstablish- 
The foreign branches 
iJy »f the bank continued to show 
mcalisfaclory growth. The dc- 
^^Dosits augmented by 74 per 
^%t;cnt and credit by 41 per 
If^eienl, bringing substantial pro- 
IjTitstolhc bank. 

^c^lena Bank 

pi'p Dena Bank registered salis- 
i^ic’actory progress in the major 
! Jktrciis of activities during 1980. 

. IVaJuslaincd pace of branch cx- 
Imnsjon, nu)deratc growth in 
:,'ft|) 0 th deposits und advances, 
Jj“dteady impiovement in the 
;Sslow of credit to the priority 
Q tcctors and greater involve- 
u^dtent in the well-being ofthe 
?Atvcaker section.s ofthe society 
:iSyerc the highlights of Delia 
Dank’s activities during the 
; an ear. The bank opened 32 
itew branches w'ith continued 
irust of spreading branch 
T Jietwork in rural areas. At the 
. g nd of the year, the total 
tumber of branches of the 
lopoank stood at 830 of which as 
pannany as 530 branches accoun- 
|k,4ing for 64 per cent were locat- 
!i;. 3 d in rural and .semi-urban 
•^smvientres. Seventy pci cent ol 
lie new branches opened 




during the year were in rural 
areas and all of them were in 
unhanked centres. The bank 
proposes to lay greater empha¬ 
sis in branch expansion espe¬ 
cially on branches in rural and 
unbanked centres during the 
current year. 

The total deposits of the 
bank increased by Rs 91 
crores during the year, register- 
ing a growth rate of 12.4 per 
cent. At the end of December 
1980, the bank’s total depo¬ 
sits stood at Rs 838.70 crores. 
The total advances of the bank 
increased by Rs 41 crores to 
Rs 491.64 crores at the end of 
December 1980. The most 
significant feature of the 
hank’s credit expansion was 
the deployment of larger pro¬ 
portion of incremental credit 
in favour of the priority sec¬ 
tors and other weaker section.s 
of the society. Out of total 
credit expansion of Rs 41 
crores during the year, Rs 22 
crores accounting for about 
54 per cent of the inciemcnlal 
credit were extended to the 
priority sectors. Outstanding 
advances to the priority sectors 
increased from Rs 149 crores 
in 1979 to Rs 171 crorers in 
December 1980 and at the end 
of the year the share of pri¬ 
ority Sectors in the bank's net 
credit moved up from 33.8 per 
cent in 1979 to 36.] per cent. 

The bank’s outstanding 
advances to the agricultural 
sector increased by Rs 9.8 
crores, from Rs 40.4 crores in 
1979 to Rs 50.2 crores at the 
end of December 1980 and as 
a result the share of agriculture 
in the bank’s net credit rose 
to 10.6 per cent at the end of 
the year. ITic bank’s advances 
to the small-scale industries 
sector were also impressive. 
With total outstandings of 
Rs 86 . 1 1 crores in December 
1980, the share of small-scale 
industries in the bank’s net 
advances was as high as 18.2 
per cent. 

Kamani Engineering 

Mr N.L. Hingorani, Chair¬ 
man of Kamani Engineering 
Corporation, has told share¬ 
holders at the annual general 
mectijig recently that the 
company's total turnover 


during the first six months of 
the current year (October to 
March last) has been Rs 24.36 
crores. OrdersS booked by the 
company up to the middle of 
April, 1981, amount of Rs 10 
crores and anticipated orders 
against tenders quoted arc for 
33,400 ton ics, valued at Rs 32 
crores. 

He has stated that the com¬ 
pany has entered the field of 
mini, small and medium hydro¬ 
electric installations in asso¬ 
ciation with Flovel (India) and 
Nahab Tampella of Sweden 
and Finland. This activity 
will entail providing market¬ 
ing support and complete 
installation of plants on a 
turn-key basis in association 
with the two partners. 

The Chairman has said the 
extra high tension transmis¬ 
sion line tower testing station 
is ready and will be commis¬ 
sioned for operation in the 
very near future. 

Capital B Bonus Issues 

The following companies 
have been allowed to raise 
capital. The details are as 
follows: 

Bonus Issue 

M/s Pressure Cookers and 
Appliances Limited. Rs 
49,20,000 infully paid equity 
shares of Rs 10 each in the 
ratio of 3:5. 

The Anaparai Estates Limit¬ 
ed, Rs 12,07,754 in fully paid 
equity shares. 

Century Enka Limited, 
Rs 2,63,67,200 in fully paid 
equity shares of Rs 100 each 
in the ratio of 1 : 2 . 

^Further Issue 

The Bengal Paper Mill Com¬ 
pany Limited. Rights of equity 
shares for Rs 50,22,640 for 
cash at par. The proceeds of 
the issue are to be utilised to 
meet the increased working 
capita] requirements of the 
company. 

The Madras Advertising 
Company Limited. Issue of 
Rs 1.85 lakh worth of equity 
shares for cash at par as rights 
to the existing equity share¬ 
holders on pro-rata basis. 

M/s Ambadi Enterprises Pvt 
Ltd. Rights issue of equity 


shares for Rs 10 lakhs for 
cash at par. The proceeds of 
the issue are to be utilired 
to meet the increased working *" 
capital requirements of the 
company. 

M/s Polychem Limited. 
Rights issue of secured 
debentures of the value of 
rupees one crorc, for cash 
al par. The proceeds of the 
issue are to be utilised to 
meet the increased working 
capital requirement of the 
company. M/s Kanoria Che¬ 
mical and industries Limited. 
Issue of Rs 200 lakhs worth 4 
debentures to the public 
through prospectus. The pro¬ 
ceeds of Ihc issue will be uti¬ 
lised to meet the working 
capital needs. M/s Maha¬ 
rashtra State Seeds Corpora¬ 
tion Limited. Issue of further 
capital of Rs 1.72 crores divi¬ 
ded into 1,26,250 equity 
shares of Rs 100 each and 
45,425, 11 per cent redeem¬ 
able cumulative preference 
shares of Rs 100 each pri¬ 
vately for cash at par. The 
object of the issue is to in-^ 
crease the area of seed pro¬ 
duction by enrolment of 
more shareholders from seed 
growers. 

M/s Sudarsban Chemical 
Industries Limited. Rights 
issue of secured debentures 
of the value of Rs 75 lakhs, 
for cash at par. The proceeds 
of the issue arc to be utilised 
to meet the increased working 
capital requirements of the 
company. 

M/s Reliance Textile Indu¬ 
stries Limited. Issue of 
19,20,000 secured convertible 
debentures of Rs 125 
each and 24,00,000 equity ^ 
shares of Rs 10 each for 
cash at a premium of Rs 15 
per equity share of the com¬ 
pany of Rs 10 each. The 
proceeds of the issue are to 
be utilised to meet, in part, 
the capital cost of the pro¬ 
ject tor the manufacture of 
Polyester FiJamert Yarn 
to be set up in Distt. Kolaba, 
Maharashtra. 

Rejection 

M/s Ajnandabari Tea Com¬ 
pany Private Limited; Refused < 
permission for issue of bonus 
shares worth Rs 2,00,000 only. 
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i%H fans 0iw7e moTe or lees; 

Orient gives you more. And more. 


You buy a fan to get breeze, right ? 
But considering you'll be paying quite a 
lot of money for it, you should be 
getting a lot more. That has been the 
guiding principle for Orient for the last 
25 years. 

The fen expeite.r 

25 years in the fan business 
have given Orient the unique 
experience and expertise to 
manufacture the latest and the 
best in fans. In India's two most 
modern fan plants. Orient is 
continuously innovating and 
developing technology to come up 
with fans that give you more, fans 
that deliver extra value. 


More extras. More benefits. 

Orient ceiling fans are aluminium die- 
cast with machine-wound stators and 
aluminium blades.They are light in 
weight, easy to install, dismantle and 
service. 

Orient ceiling fans are electrostatically 
painted. Which means they are better 
finished and resistant to corrosion. 

Orient ceiling fans come in a range of 
four models and eight sweeps Which 
means you can match your fan to the 
size of your room 

Orient table fans have the best quality 
self-aligning, self-oiling bush bearings. 
Which means you get whisper-quiet 
performance without worrying about 
'mistris' and repairs. 

Most Orient table fans have cast iron 
stand and body Which means they are 
more stable and more sturdy. 

Orient fans offer you a wide choice of 
colour combinations, designs, switches, 
regulators, trims and other accessories. 



Which means you get a fan that goes 
perfectly with your decor and your 
lifestyle. 

Think ValM. Think Orient. 

Orient offers you a wide range of 
stylishly engineered, impeccably finished 
fans to suit different budgets. There are 
four ceiling fans, six table fans in a 
variety of designs and colour 
combinations and two pedestal fans 
with roller bases, tilting heads and 
adjustable height. 

So don't settle for less. — 

Settle on Orient. You'll MKKBk 
get a lot more. 




Super Deluxe 


ORIENT FANS. 

Get the No. 1 fan— 
You’ll get more for your 
money. 



ORIENT GENERAL 
INDUSTRIES LIMITED 
Factories at 
Calcutta €r Faridabad 
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SEQION STEEL INGOTS BY. 
ADVANCED TECHNOLOGY 

E Sh P-2.S ELECTROSLAG 
NELTING FURNACE 


* molts tiectrodo (round or square) Into closed* 
end crystallizers mold, normally stationary 

’• operates by the "eloctrode*tray" principle 

* complete with electrically driven tray carriage 
for rolling away ingots, supporting a movable rest 
for adjusting the mold longitudinally and transver¬ 
sely relative to the electrode 

* equipped with a batcher enabling to feed various 
additives into the slag bath throughout the melting 
process 



_ • features a high-efficiency cooling system 

- ' * liquid-start operation with syphon 

(bottom-gate) pounng-in of fluN 
* offers manual or automatic melting 
process control 

Max. ingot mass, tons 2.5 

Max. ingot cross-section, mm : 
round die. 425 

square 425x425 

THE VERSATILITY OF E Sb P-2.5 FURNACE DESIGN 

enables readjustment for operation with movable crystallizer mold, to msKe i 

^ ingots by the multi-pass pattern 

— hollow ingots with external die. up to 600 mm 

<— shaped articles (crankshafts, connecting-rods for 

diesel engines, bodies of gate valves, etc.) ^ 

O ENERGOMACHEXPORT 

1. Korp. 4. Ooguiilntkayo U1. Moioow 127480, U88R. 

Tol. 487-31 -82 Tofox : 41 1986 ENEK SU 

for dotaiM information please contact: 

TRADE REPRESENTATION OF U. S. S. R. IN INDIA 

Now Delhi - 21 : Plot No. 6 81 7. Block 60*E, Nyiyo Morg. Chonakyapurl 
Bombay-26: Dr. Q. Daehmukh Marg. Avantika 
Calcutta-27: Alipur AvfnutiaMa8raf-18: 4« Ctnotaph Road. Jaynampat 





The Wings of !^eed 

Fastest to Earopo 

Via Moseow 

THE LUXURY AIRLINER 



for RBSorjrotions PIbbbb Contact 



The Soviet Airlines 


Bombay Calcuna 

Delhi 7th Brabourne Stadium AbfC Chowrjnghee Road 

18, Barakhamba Road 87 Veer Nariman Road Everest Building 

New Oelhi-110001 Bombay 400020 Calcutta 700061 
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June 3 

Mexico cut its oil price by US (4 
per barrel. 

The pound sterling has become 
^cheaper by lO paise in terms of the 
rupee following the upvaluation of the 
rupee by the Reserve Bank of India. A 
new middle rate of Rs 17.50 was fixed 
against the earlier Rs 17.60 per pound. 

India and Zambia have agreed to 
set up a joint commission for coopera¬ 
tion in economic development. 

JunB 4 

The Emergency which had been clam¬ 
ped on Tamil minority Jaffna district two 
days ago extended to cover the entire 
r Sri Lanka. 

Pound sterling has became cheaper 


by 30 paise following upvaluation of 
the rupee by 1.74 per cent by the Re¬ 
serve Bank. A middle rate of Rs 17.20 
per pound was fixed against Rs 17.50. 

The world oil glut reported and also 
cuts in output by several producers, 
including Libya. 

Junn 5 

The Government annonnced a ban on 

the export of silver salts, silver chemi¬ 
cals and coii^>ounds irrespective of the 
silver content. 

The mling United National Party of 
Sri Lanka captured II out of 17 Deve¬ 
lopment Councils for which voting took 
place. 

The British House of Commons pass¬ 


ed the controversial Nationality Bitl» 
attacked as racially discriminatory by the ^ 
opposition and immigrant groups. 

Pound sterling became cheaper C 
1.78 per cent. The new middle rate worlft..' 
out to Rs 16.90 per pound compared to ; 
the previous rate of R$ 17.20. 


June 6 


India and Cuba discussed the possi¬ 
bilities of collaboration in the develop¬ 
ment of the drug industry. 


Maharashtra Pradesh Congress (U) 
President, Sharad Pawar, has agreed to 
abide by the decision of the majority of 
the State parly workers in respect of ' 
joining the Congress (I). 

June 7 

I 

The Bhartiya Jnanpith award selec- j 
tion board announced the I6th Jnanpith ^ 
award of Rs I lakh to the Malayalam 
writer S.K. pottekkatt for his well- , 
known novel "Oru Desattinte Katha**. ; 


June 8 


India and Pakistan agreed to ease 

travel between the two countries as one 
of the first steps to the establishment of 
stable and friendly relations which, in 
their view, were a geopolitical impera¬ 
tive for peace in the region. 


i 

i 


Israeli warplanes attacked and des- 

troyed Iraq’s nuclear reactor in Baghdad, l 
according to the Israeli military i 
command. ) 

Four types of film laboratory equip- i 
ment have been included under the Open t 
Genera] Licence (OGL) list. ] 

June 9 i 


Twentythree of the 43 MLAs, three ^ 
of the eight MLCs and eight office * 
bearers of the Maharashtra Congress (U) „ 
resigned from the party recent^backing 
up Y.B. Chavan. 

The Rohlni-ll satellite (RS-Il) bnrned 
up in space after having been up for f 
only nine days and without! completing ^ 
its mission, according to the Indiai 
Space Research Organisation. 
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Aid from the Consortium 


r 


I Mbefing in P.'iris early this week, the Aid-lndia Consortium 
I pledged S3-45 billion assistance to this country for 1981-82. 

3 This compares with S3.4I billion pledged for the last year and 
I J3.3 billion for 1979-80. In view of ihe frequent fluctuations 
S in the value of the US dollar, the aid this year has been quanli- 
I fled in special drawing rights which arc much less prone to 
variations in value. This yearns pledge quantified thus comes 
jf, to SDRs 2.82 billion as against SDRs 2.73 billion last year. 

I Ostensibly, there has been a steady marginal increase in aid 

V from the Consortium since 1979-80. But in real terms, the 
^! assistance indisputably has been going down as a sequel to 
X, global inflation. It \^as partly in consideration of this and 
f t partly due to the imperative of effecting structural adjustments 
k in the economy and containing the widening gap in external 
I trade on account of the mounting oil import bill that India 
I had asked for a significant increase in assistance over the last 
I year's level. Though this expectation has not materialised, 
I despite the World Bank itself showing a good deal of sympathy 
I for the plea, it is some consolation that the assistance has not 
V' been cut. 

I Misgivings undoubtedly had been expressed in some circles 
t that a slight prunning of assistance might take place not only 
I; in view of the World Bank continuing to function within the 
% 1977 authorisation of providing $9.6 billion aid per annum, 

despite expansion in its membership, but also as a result of the 
? growing resort by the United States, and to some extent by the 

V United Kingdom, to monetarist policies which imply curtail- 

f ment of external aid, higher interest rates and protection of 

\ indigenous industry and employment. The increasing preference 
) of the US administration for extension of bilateral assistance to 
j multilateral aid was another source of anxiety. The recent 

, deliberations of the Interim and Development Committees of 

J the International Monetary Fund and the World Bank (at 
5: Libreville) too was a clear pointer to the growing gulf between 
f' ' the developed and the developing countries on matters con- 
’fecerning aid flows from the former to the latter. The mainte- 
Kn^nce of assistance this year by the World Bank and its soft- 

ECONOMIST 

it-w»r ERN 


lending affiliate the IDA at the last year's level of two billion 
dollars, therefore, is welcome. The assistance promised by the 
other members of the Consortium has not yet been announced. 
But it has been indicated that Britain remains the top donor 
among the member-countries and the US aid might be around 
$110 million, though a higher level was envisaged not long ago. 

It remains to be seen whether the plea of the developing 
world for a significant raise in the global assistance to them,,* 
particularly through the multilateral agencies like the World 
Bank, the IDA and regional development banks, will be accept¬ 
ed by the developed nations in the near future. This plea is 
based on the fact that the structural adjustments required 
urgently in the developing economies, because of the energy 
crisis and deterioration in their terms of trade, can be alTected 
only through enlarged external assistance. The suggestion of 
Western democracies that the flow of private funds too should 
be utilised more and more by the developing nations to meet 
their requirements does not suit the developing world. What the 
developing nations need is assistance on soft-to-moderate terms 
so that they can well service their external debt without im¬ 
pairing growth eflbrts. The high interest rates in the developed 
countries obviously are a great hindrance to attracting gene¬ 
rally private funds which are to be ploughed into long-term^ 
low-yielding infrastructure development. 

The developing countries have endorsed, quite appropriately, 
the establishment of a new energy affiliate of the World Bank 
to step up investment in this vital sector. But what is more 
urgently required is an expeditious replenishment of ihe sixth 
tranche of the IDA and an early start of negotiations for IDA- 
VII. The development needs of the People’s Republic of China 
will soon start competing for funds with those of other deve¬ 
loping nations. Unless IDA funds are augmented expeditiously, 
assistance on soft terms by the World Bank group may go 
down in the case of many developing countries, not exclud¬ 
ing India. 

In view of this and also to accelerate development pro-"- 
grammes in some vital sectors of the economy, India, of course 
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has not only started borrowing in the international markets 
on a significant scale but as well informed the Asian Develop- 
Inent Bank that it will have to take resort to accommodation 
for its ordinary capital resources in 1983 and soft-lending 
window from 1986 onwards. To enable India to borrow from 
the internal onal markets, it is essentia] that a significant pre¬ 
sence of the World Bank and its affiliates is maintained among 
the donors. The international commercial institutions undoub¬ 
tedly are influenced a good deal by World Bank lending and 
its assessment of an economy. 

This year’s assistance pledge by the Consortium being not 


ftilly up to India*s plea warrants that more concerted endea* 
vours should be made at export promotion. It would be possible 
to contain the import bill to some extent following the freeaf; 
announced by the OPEC on oil price and the encouragin|| 
uptrend in the domestic output of such important materials 
steel, aluminium, copper, fertilizers, and, most important, crii^' 
oil. Invisible earn ngs too aie behaving well, particularly firoSif. 
tourism, though remittances by non-resident Indians have tended 
to slow do\\n. The foreign exchange situation, thus, should 
not be so alarming as to warrant any serious import squeeze 
which would tell upon growth programmes. 


External Trade Outlook 


TRADE deficit,” Said the 1980-81 Econcmir Surrey mod¬ 
estly, “is likely to exceed Rs 4,000 crores.” It has done just 
that and (as they say in America) then some. The excess over 
Rs 4,000 crores is Rs 1,205 crores on provisional assessment, 
giving a total deficit of Rs 5,205 crores for 1980-81. This is the 
bad news. The good news is that industry and God willing, 
the deficit in 1981-82 should not exceed Rs 4,500 crores. It 
could even be Rs 4,000 crores. 

Tbe import bill for J 980-81 has worked out to about 
Rs 11,800 CTOies while the export earnings are provisionally 
placed at Rs 6,600 crores (going up, Mr Pranab Mukherjee 
hopes, to Rs 7,100 crores). In other words, imports over the 
previous year (Rs 8,908 Cl ores) increased by 43 per cent, while 
exports rose only a niggardly 11 per cent. To raise the latter 
and lower the former is the obvious thing to do. There arc 
signs that this will get done this year. 

It will get done for a very simple rearon—India will pro¬ 
duce more of steel, fertiliser, cement, paper, crude oil and edible 
oils this year. These items contributed the share of several 
lions to the import bill last year. 

In 1980-81, India imported 16.7 million tonnes of crude oil 
and 7.98 million tonnes of petroleum products. The final bill 
for this will come to about Rs 5.600 crores. This year crude 
oil imports may be around 15 million tonnes and imports of 
refined products around 4.73 million tonnes. The bill for this 
^ should not exceed Rs 4,900 crores, i.e., a saving of Rs 700 crores 
over 1980-81. These calculations are predicated on two things, 
an increase in domestic production and no increase in OPEC 
prices. The latter is almost a certainty (because of the oil glut) 
and barring some major foul up, so is the former. On the oil 
front, therefore, there is not much cause for undue concern. 

Similarly, as regards steel, the Steel Authority of India was 
authorised to import up to 1.46 million tonnes in 1980-81. 
Till December 1980, it had imported 1.17 mfUion tonnes valued 
at Rs 383 crores. The bill for the entire year would be around 
Rs 425 crores. Ada to this the imports by the MMTC and the 
final bill could be more than Rs 500 crores. If the present 
iMicalculations about steel production do not go awry, a saving of 
Rs 250 crores or thereabouts is more than likely. 

And then there is fertiliser. The bill for 1980-81 would be 


over Rs 600 crores. With improvements in both power and 
feedstock availability, domestic production in 1981-82 will be 
closer to demand than last year. Savings here could well be to 
the tune of Rs 250 crores. Thus, the leduced imports of oil, 
steel and ferti iser alone could lop olT about Rs 1,250 crofet 
fiom the import bill. Add to this the savings effected through 
incieated prcdiiction—and therefore reduced imports—o) 
cement, paper, edible oils, etc and the total savings could easil) 
be around Rs 2,000 crores. 

The expectation at the beginning of the 1980-81 financia 
year was that tl e impoit bill would not exceed Rs 10,500 crores 
The Rs 1,300 crore excess ever expectation was largely due tf 
shortfalls in domestic production. Assuming a normal 10 t< 
15 per cent increase in the import bill (over the Rs 10,500 crore 
original figure, for 1980-81) the value of imports in 1981-8: 
should be around Rs 12,000 crores. 

If the trade deficit is to be less than (or equal to) Rs 5,20^ 
crores, export earnings would have to be at least Rs 6,80; 
crores. This figure might be exceeded in 1980-81 itself. Wjtj 
industrial output picking up this year, there should really be d 
difiicully in exporting goods worth at least Rs 7,500 crores. { 

The point, however, is to go well beyond this, to at leas 
Rs 8,COO crores. Anything above this will not be easy parti, 
due to the recession in the West (and the resultant protectio 
nism) and partly due to the inability of the Indian economy t 
produce enough. In this there is a lesson and there are sign 
that it is being well learnt—^namely, the Eighties must be devot 
ed to an effort towards diversifying export markets. This wii 
not be easy. Some progress has been made in tapping tb 
potential in Africa but during this decade at least the pros 
pccts of a dramatic expansion arc not very bright. I'hat leave 
South-East Asia—against stiff competition from the Japanese* 
and the Middle East. The latter in particular, is flushed with 
petro-dollars but to divert some of them into the Indian kitt; 
will require increasing the technological sophistication of India’ 
(exports of) engineering goods. Of this too, during this decade 
the prospects are limited. 

The chances are that for the next few years at least, India wii 
continue to face trade deficits. The endeavour should b 
to keep these to the minimum without adopting restrictive in 
port policies. 
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Crucial Role of Export-Import Bank 

P. Chattopadhyay 


Thr Central Government recently 
decided to set up the Export-Import Bank 
for extending financial assistance to the 
country’s foreign trade. In the meantime, 
a good deal of debate has taken place as 
to whether the bank was at all necessary 
and whether on establishment it would 
Mend to duplicate the functions performed 
my other agencies and whether it would 
%e able to show such dynamism and 
verve as similar banks in the United 
States and Japan. A large number of 
agencies such as export promotion 
councils and commodity boards have been 
established in this country to look after 
different functions of foreign trade, 
including finance, insurance, guarantee, 
etc., and different areas and commodities 
that figure prominently in foreign trade. 
The cost-cffcctivcness of such institutions, 
||!owevcr, remains uncalculated while it 
is widely believed that Indian exports 
are heavily subsidised. On the other 
hand, a major problem has arisen in 
the context of administering India’s 
foreign trade operations. The problem 
relates to the fact that the frequency dis¬ 
tributions of commodities and exporting 
organisations have been highly skewed 
while a major part of the noise created in 
regard to export promotion relates to these 
commodities, products and enterprises 
which figure inconsequentially from the 
point of view of commodities or products 
or services exported and foreign exchange 
l^irned. 

Skewness in Distribution 

On the other hand, there is also a pro¬ 
nounced skewness in the distribution of 
countries to which India exports. Such 
heavy concentration of export items, ex¬ 
porting enterprises and countries to which 
products and services are exported has 
remained somewhat unsteady with re¬ 
ference to their specific requirements, the 
changes that should be initiated and the 
!>enefits that such changes could bring 
^h. In this noisy jungle, therefore, 
Sxport-Import Bank, as a new addition to 
the family, can easily add to the noise and 


heat arising out of friction but not light. 
A major thrust, therefore, has to be given 
to proper identrlication of the functions 
of the bank, the areas in which it is to 
operate, the organisational structure that 
it will require and the risks and uncertain¬ 
ties in operation that it will face. In this 
respect, it is perhaps too early to caution: 
out of the Rs 200 crorcs authorised 
capital, which the bank is supposed to 
have as a public corporation, only Rs 50 
crorcs will be available to start with. This 
itself may create problem in the sense 
that the operational field of the bank is 
already well developed with its peculiar 
demands and perhaps idiosyncrasies. If 
the funds made available to the bank are 
dried out immediately it starts operating, 
it will do more harm than good. We owe 
an explanation. 

Hesitant Start 

One, the operational atmosphere the 
bank is likely to create on such a hesitant 
and grossly inadequate start will be 
totally undesirable from the point of view 
of the highly risky venture that it is likely 
to be and the expectations that it will 
create within the exporting community. 
Bureaucratisation and sluggish approa¬ 
ches arc a good riddance, to start with. 
The bank will subsequently have no 
opportunity to redress itself in the light of 
new circumstances once its structure is 
weakened by inadequacy of funds. 

Two, the existing institutions like the 
JDBI, the ECGC, etc., some of whose 
functions will henceforth devolve on the 
bank, and who arc expected to operate in 
the same field at least for some period of 
time, arc likely to create problems of 
jurisdiction and functional delineation. It 
is, therefore, essential that the tall talk 
that goes along with the establishment of 
such a national institution should be con¬ 
verted into precise business-like definition 
of its powers and responsibilities as a 
bank, as a cordinating agency, as a 
Government institution, as a forum of 
composite expertise to be developed in the 
larger interest of foreign trade. 


Three, streamlined and sensitilU 
Government policy is imperative wi||| 
respect to administerng the instituticA 
towards fulfilment of its tasks and 
responsibilities. This is indeed a pri¬ 
mary requirement, for sudden shifts 
in policy, insensitive approaches to the 
requirements of export promotion and 
Government’s own attitude towards the 
institution, indeed, can make or mar the 
business-like approaches that the bank is 
supposed to have. 

RBI Link 

In this respect, it should be carefully 
examined whether the bank should 
remain completely delinked from the 
Reserve Bank of India and other 
financial institutions right from the beg¬ 
inning and .should preferably have no 
deputationists from any existing institution; 
to enable the ruling atmosphere of these 
institutions to be transplanted into the! 
bank. As a new institution, it should, 
breathe fresh air, it should have fresh j 
dynamic guidance to financing export; 
trade and it should initiate a new con-! 
fidcnce among exporters who invariably ! 
carry the feeling of being left alone in the 
mud that export import trade implies. 

Four, right from the beginning, the bank 
should be structurally equipped to handle 
the tasks and responsibilities entrusted to 
it. riie close interface between the 
structure of an organisation and the 
strategies that it is capable of pursuing has 
been well underlined by empirical studies/ 
This fact should be underscored in the 
context of designing the organisation’s 
.structure of the Export-Import Bank of 
India. Most Government organisations 
suffer from structural inadequacies and 
the functional responsibilities that they 
are expected to undertake are invariably a 
lot more than their structures arc capable 
of withstanding. Gradual expansion is 
not advisable because from small beginn¬ 
ings, if the institution grows into a giant 
without having the growth tissues in 
different areas of its structure and 
functions, the smallness of outlook, mal- i 
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HdjuBtment to the ithanging phenomena 
|Biid mal-assiftiilation of lessons from ex* 
^perience ensue. It is, therefore, that 
Jdght from the beginning the structural 
^mponents of the bank should be 
^examined in detail and should be provided 

[ It is not suggested here that it 
uld at once come up in a mature form 
that it should have all the structural 
nponcnls which arc carabic of growth 
) the kind of institution that the 
intry needs in an cxpoit-import bank. 

Manageable Board 

.ast but not the least, the size of its 
lid of directors should not be 
weldy, corning in the way of quick 
ision-making while, at the same 
!{(. time, it should have representation 
l.from different sections immediately 
r 4 K)nccrned with finance, export, import and 
S the different products and services that 
} £gure in our export-import list. From 
^ this point of view, while the Chairman 
^ should be a professional, not necessarily 
a banker, there should be one representa¬ 
tive of the Reserve tank of India, one 
from the export promotion councils, or 
FlEO, one from the Ministry of Com¬ 
merce, one from the Minister of Industry, 
one from the Ministry of Finance, one 
from the 1 nstitutc of Chartered Accoun¬ 
tants of India, one from the Institute of 
Cost and Works Accountants of India, 
one from the institution of FngintsTs and 
one from the I ICCI. The Chairn in of 
the bank should he a wholc-limc executive. 

At the departmental level, it is possible 
to think of six distinct areas. One should 
be related to products, one to countries, 
one to finance, one to shipping and trans¬ 
port, one to laws, regulations and pro¬ 
cedures governing export-import trade and 
one to joint ventures abroad. Under each 
of them there may be sub-divisions con¬ 
cerned with import and export, diffe- 
TCBt product groups such as traditional 
and non-traditional, services, joint ventu¬ 
res abioad and other typicalities of export 
and impori operations. The functional 
responsibilities that the bank is supposed 
to discharge siiould be a guiding factor 
in the departmentation pattern that it 
should adopt. Within the broad structu¬ 
ral frame, provision for expant ion and 
changes can be easily made. The impor¬ 
tant point is that the structural compo¬ 


nents should be planned right at the out¬ 
set and without having to wait for evolv¬ 
ing on an ad hoc basis. 

It has been a logical step to think of 
the bank as a public corporation. The 
bill in this behalf has already been intro¬ 
duced in Parliament recently. It is neces¬ 
sary that the full shape of the bank should 
be visualised for breaking out the diffe¬ 
rent initial measures necessary. In this 
regard, it may also be worthwhile to 
think of canalising of incentives given to 
exporters through the bank and relieving 
the pressure on the Ministry of Commerce 
which bears the brunt of all the export- 
import policy components. On the other 
hand, the bank, can also look into the 
financial needs of manufacturing for ex¬ 
port and can make its expertise and funds 
available to those selected enterprises who 
arc capable of delivering the goods. It is 
also necessary to keep in view that the 
gap between domestic prices and export 
prices cannot last very long and, in this 
respect, the bank may initiate measures 
for raising the competitive capacity of 
Indian export organi.salions, particularly 
manufactures by introducing such methods 
which reduce costs, improve quality, 
reduce lead time and improve raw mate¬ 
rials availability, etc. 

Initiating Improvements 

Indeed, looking at the Indian foreign 
trade scene, covering both exports and 
imports, the export-import bank appears 
to have a crucial role to play. It is, how¬ 
ever, essential to tee that it is equipped 
with proper funds and facilities to dis¬ 
charge its responsibilities in the way de.sir- 
cd. The vcnluicsorae spirit shown by the 
export-import banks of America and 
Japan can be emulated with benefit stand¬ 
ing by the exporters and importers at 
moments of need, extending coverage for 
risks, sharing problems faced by them in 
the country and abroad and, at the same 
time, deriving sustenance from its opera¬ 
tions so that its perpetual existence is not 
in doubt and the bank does not have to 
live on doles. With proper application 
of modem management techniques, the 
bank can initiate improvement in the 
departments of our export and import 
trade covering products and services while 
accumulating experience and acquiring 
expertise is handling problematic situa¬ 


tions in different countries Abroad, pahi* 
cularly where the thrust of our exports 
and imports is laid. There being a con¬ 
centration of products, enterprises and ^ 
countries in our export effort, the task 
before the bank is not that big nor are 
the risks loo high. However, it would 
require weathering the many shifts and 
switches experienced in the foreign trade 
scene. 

Some Facts 

A close look at the composition of 
Indian's export effort would repeal several;|^ 
facts. One, the motivation to export is 
caused by several forces such as foreign 
demand, payment for import.s, developed 
markets abroad, etc. Two, commodity- 
wise or country-wise, the product-country 
composition shews historical link-ups 
which have been generally on a sliding 
scale in recent years. Three, when the 
entire production or a major part of it is 
meant for export, the exporter has a 
standpoint which is materially different 
from an exporter only a small part of 
whose production is meant for export. 
Four, when traders, not manufacturers, 
export, there occurs an automatic price 
push because of the maik-ups given; this 
fact provides an immediate ground for 
consideration as to whether the manufac¬ 
turers themselves or the traders should be 
encouraged to organise their export func¬ 
tion. Five, exporters whose efforts arc 
consequential to the country's foreign 
exchange earnings should be given pre¬ 
ferential treatment to those whose efforts 
are of not that consequence; selectivity 
should be exercised with respect to treat¬ 
ments meted out to exporters, products,, 
commodities and countries so that effort;»-iA| 
are not unnecessarily oravoidedly dissi¬ 
pated. Last but not the least, the pro¬ 
ducts or services, the export of which 
earns a higher proportion of net foreign 
exchange, demand a preferential treatment 
to those which have a large import con¬ 
tent or a large amount of subsidies, reba¬ 
tes, reliefs and other concessions involved 
in them. 

From the point of view of development 
of expertise in the export-import bank 
there is ground for a reconsideration of 
the whole issue of product-country-etftcr- ^ 
prise composition of our exports. 
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Economic Analysis 


Energy from Forests—III 

Dr S. Paul 

This is the third part of a report prepated for the fuelwood panel of the Planning Commission. The first part, 
published in our issue of May /, dealt with fuelwood potential and the second part in May 29, issue concerned itself with con- ^ 
version of wood into other fuels. This section deals with the energetics of wood conversion and its cconmics. 


SiNcT Tiir conversion efficiency of any 
process basically rests upon the mois¬ 
ture content of wood, we give in 
Table I the configuration of the wood 
energy systems in any given situation. 

Wood conversion processes need 
energy inputs. But if the input is more 
than the energy produced by that end- 
product, then it becomes a self-defeat¬ 
ing exercise and hence technically not 
so sound. This is called the energy 
budgeting and is expressed in terms of 
NER—Net Energy Ratio. 

Table 11 fully illustrates (he energetics 
of various wood conversion systems, 
as shown in Report No 46 (Aug. 1979) 
of the New Zealand Energy Rc.search 
and Development Committee. 

David Tillman, in his book; ‘Wood 
as an Energy S< urcc,’ gives an elabo¬ 
rate tabulation of Wood-based Energy 

Table I 


Farm for l.iquid Fuels, as shown 
below: 

Total Energy to be grown: 

1000 X IQi* Btu 
Conversion Energy Costs: 

667 X 1000 Btu 
Final Combusion Energy Costs; 

50 X 1000 Btu 

Net Energy Delivered: 

203.3 1000 Btu 

Trajectory Efficiency : 20.33% 
Madgwick HAI (Nov. 1975) had 
worked out the total energy content of 
14 year old stands of Radiata Pine in 
New Zealand as 168 x 10® J/ha-yr. 
Peter Love and R. Overend, reporting 
in ‘Year Power' (Canada-1977) say; 

1. Overall conversion efficiency of 
electricity from wood—25 per cent, 
based on boiler eflF. 69 per cent, steam 
cycle elf. 39 per cent and auxiliary 
p<mcr required 9 per cent; 

2. A plant cqu. of 150 MW would 


Tahie 11 

Energy Efficiencies for DlfTcrent Routes 

Processing Routes PEE Overall 

% EE% NER 


Wood to Ethanol 
Wood to Methanol 
Wood to Methane 
Wood to Hydrogen 
Maize to Ethanol 
Fodder-bcct to 
Ethanol 


30.5 30.3 6.4 

51.0 48.1 10.1 

51.4 49.7 — 

58.3 53.7 11.3 
40.0 39.5 - 

54.0 53.5 12.8 


require a battery of 11 gasifiers each 
consuming 222 ODT wood/day to pro¬ 
duce 1100 t/d methanol: 

3. Small amounts of higher alcohols 
added to the mix helps increase metha¬ 
nol yield by 5-10 per cent, and 

4. Methanol yields can be increased 
by using various hybrid options, i.e. 
addition of merchant hydrogen to the 
gasification process stream. 


Basic Heating Values of Wood 


Moisture Higher Heating Value 

(Content- ----——-- 

N\'et Basis",' Metric Units Traditional Units 


Bone Dry Wood 0 

Oven Dry Wood 8 

Seasoned (Air 
Dry) Wood 20 

Green Wood .^0 


19.8 MJ/kg 
19.8 MJ/kg 

16.3 MJ/kg 
10.5 MJ/kg 


8500 Btu/lb 
n.xlC*^ Btu/ton 

7000 Btu/lb 
4500 Btu/lb 


As per some exercises done at ihc"^ 
IIT, Delhi, one ton of sawdust would 
yield net power to the tune of 47.5 HP 
or 35 KW at 50 per cent efficiency. 
Further, working on 100 lbs of air- 
dried wood by carbonisation (conti¬ 
nuous process), the total energy output 
came to 440,000 Btu and this gave the 
Overall Energy Efficiency of 56 per 
cent and the Energy Efficiency of 
Chemical Production of 47 per cent. 

Hereunder, we repri duce the detail* 
ed work-up of D.E. Earl in his book 
‘Forest Energy and Economic Develop- 
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mcnt* for a 150 MW power station. 

^ It would need 773,000 cubic metres of 
fuel wood and the forest area for this 
plantation conies out to 38,650 hectares. 
Alongside, we have another set of 
figures, which make use of the gases 
obtained in the process. 

By combining the Advanced Re¬ 
covery System and Advanced Silvicul¬ 
tural practices, it is thus possible to 
fully optimise our wood resources and 
that way it makes for effective Energy 
Budgeting. 

Wood requirements for power 
generation are given below ; 

The air-dried wood yields 3.5 10® 

K cal per tonne 

The Thermal electric conversion is 
35 per cent. 

The power station runs at 60 per 
cent elllciency. 

Thd increment of fuel wood, i.e. 
stems and branches including bark is 
20 cu. m. per hectare per annum. 

One tonne wood at 35 per cent con¬ 
version = 1420 Kilowatt-hours. 

One megawatt (year) ~ 8.76 >: 10® 

kilowatt-hours. 

One Magawatt requires 

8.76,' 10® 

" 1420 

150 MW at 60% load factor=90 
MW power 

Therefore, wood required =560,000 


= 6169 tonnes wood. 


Energy Production 
Charcoal 35,000,000 Kcal 

Electrical (from Gas) 11.610,000 kcal 


Total 361.610,000 kcal 

or 52 tonnes ( E 

Efficiency of Con- 

vesion 60.3 per cent. 

Ihe economic benefits accruing 
from the Wood Energy Systems can be 
both direct benefits and indirect, as 
also intangible benefits in the context 
of long-term socio-economic improve¬ 
ments wrought by such a system, 
f uels apart, they help generate year- 
round employment and enhance the 
productivity of an aicas, checking soil 
erosion and flood contiol and ensuring 
a better ecological balance. Products 
like charcoal, briquettes and activated 
charcoal earn added value. By far 
the greatest social advantage of forest 
energy is that it improves the vertical 
distribution of economic gains, since 
there is a very .small income difl’ercnli- 
al between the upper and the lower 
echelons in forest fuel business. 

Since hardly any work has been done 
in this direction in India, so we give 
the follo'Aing comparative costing, as 


shown by Nanubhai Amin (Jyoti* 
Baroda) for the year 1976. 

Energy Cost per Million Btu in Rs 

f oal ^ 

Oil 17.50 (1980 cost will 

be Rs 40) 

Fuel Plantations 11.15 


Elsewhere, K.R. Halls gives the cost¬ 
ing of fuel gas in a 1000 tons/day 
Purox plant between S2.29 to S3.59 
per million kilo-joules of energy (1975). 

Table HI presents a summary of dif¬ 
ferent conversion processes, culled 
from Reports of New Zealand Energy 
Re.search and Development Committee 
for the year 1977-78. 

As regards the power generation, 
Battellc C olumbus Laboratories have 
worked up the costing at 44.82 mills/ 
KWh for a 30 MW plant (1976). This 
is in contrast to the coal-generated 
power which cost 48.15 milis/KWh 

Charcoal and Briquetting Economies 
From Dr Paul’s Directory of Mass 
Employment (1978) we may quote the 
charcoal economics as follows : 


Hills 


Plains 


( ost of Prodn. 
per bag of 30 kg 
Net Margin/bag 


Rs 13.00 
Rs 6.00 


Rs 12.35 
Rs 3.25 


Tahij- ITT 

Economics of Various Wood Conversion Processes: 1977-78 


Process 


Capital Costs* 
Working Expenses 


Product Cost— Cents/Iitrc 
(Value (S/T) Blends Pure 


Forest area to sustain wood supply 
for 150MW power station =38,650 ha. 

Unheit(1971) suggeats that the gas 



(‘000 NZ ») 




1. 

Ethanol from Wood 
(a) 20 ODT.day 

2.321 

696 

57 

76 

obtained from retorts converting wood 


(b) lOOOOOT/day 

40,464 

250 

20 

27 

to charcoal could be used to generate 
electricity. 

2. 

Methane from Wood 
(a) 500 OlVr/day 

29,213 

306 


16.6 

He makes the following calculations : 


(b) 2500 onr/day 

87.682 

245 

... 

13.3 

Wood Production/ha (for 10 yr. 

3. 

Hydrogen from Wood 
(a) 500 Oirr/day 

45,580 

639 


23 

stands) 250m “or 2C0 tonnes. 


(b) 2500 onT/day 

149,303 

540 


19 

Calories content of 200 tonnes wood 
@3 kcal/kg 600,000,000 kcal 

4. 

Methanol from Wood 
(a) 500 ODT/day 

34,855 

171 

15.3 

23 

Lambiotts Retort Production 50t. 


(b) 2500 OOT/day 

110,387 

138 

12.3 

18.5 


^ charcoal + 30,0(X)m® gas 
EASIBRN BCX>NOMlST 
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For Briqueting using only brique- 
etting machine* which cost (1976) 
Rs 20,000 (incl. motor), net profit per 
month worked out to Rs 1500 for saw¬ 
dust briquettes and Rs 5565 in case of 
charcoal dust. 

Be, it the energy balance or 
the relative costing of these wood 
conversions in the Indian context, 
what eventually counts is the techno- 
economic and social acceptability of a 
new perocess and the most optimum use 
of the resources, especially the wood- 
wastes. No rational economist would 
grudge losing an iota on one count if 
it makes for significant gains on the 
other counts. 

It is only when a string of Pilot 
plants start working out some of these 
wood energy concepts that we can 
finally decide about the fuller efficacy 
of a process. But as it looks. New 
Zealand and Australia have made a 
success of some of these smaller units 
—an illustrative example for us in 
India too 

Strategy for the Eighties 




II 

i 't 

it 




Having shown the configurations of 
Wood Energy Systems-their energe¬ 
tics and economics, we may now lay 
down the Strategy for Fuelwoods for 
the Eighties. But for that purpose, 
first and foremost, we must systema¬ 
tically and substantially step up our 
fuelwood production, more so in the 
light of the NCA’s disclosure of the 
likely backlog of over 150 million 
tonnes of fuelwood by the year 2000 
AD and further that our per capita 
availability of forests comes to a 
petty 0.12 hectar. 

Social Forestry, the official name 
for large scale aflforestation prog¬ 
rammes for meeting the domestic con¬ 
sumption needs, got started only after 
the NCA’s Interim Report in August, 
1973, though its initial progress has 
been very tardy. As of now, only 
Gujarat has initiated a really note¬ 
worthy programme. The States of 
■UP, Tamil Nadu and Karnataka arc 
now catching up and West Bengal too 
is getting quite active in the matter. 


Tab le IV shows the progress of Social 
Forestry during the last three decades 
of our planning. 


Table IV 

Achievements in Social Forestry 

(’000 Hectares) 



Social 

Total 


Forestry 

Plan¬ 

tations 

First Plan 

15.1 

52.0 

Second Plan 

147.2 

311.1 

Third Plan 

260.3 

583.3 

Annual Plans (3) 

127.8 

452.9 

Fourth Plan 

190.2 

7J4.2 

Fifth Plan 

567.3 

1221.2 

Total 1951-81 

1.6 

3.8 


million 

million 


ha. 

ha. 

Sixth Plan Targets 

3 million 

1887 


ha. 

ha. 

Bui if one were to go by the fuel- 
wood plantations raised between 1951 
and 1973, a very casual and haphazard 

approach is discernible as 

shown in 

Tabic V. 



Table V 


Fuelwood Plantations (ha) Raised Per 
One Lakh Population Betweeen 1951-73 

Madhya Pradesh 

0.7 

Bihar 


3.6 

Rajasthan 


5.3 

Gujarat 


6.3 

Maharashtra 


9.6 

UP 


12.0 

Karnataka 


61.1 

Punjab 


100.2 

Kerala 


123.7 


The Sixth Plan has allocated, out 
of a total forestry budget of Rs 854.85 
crores, a sum of Rs 280 crorcs, i.e. 
30 per cent of the total sectoral outlay, 
to social forestry and allied afforesta¬ 
tion schemes. This is in marked con¬ 


trast to Rs 52.53 crores allocated for 
this work in the Fifth Plan. The 
physical targets have been placed at 
1.3 million hectares which appears to 
be a mere flea-bite, when viewed 
before the highly exaggerated stipula¬ 
tion of 20 million ha per annum in 
the NCA Report. 

But it is not so much the land re¬ 
sources, as the management practices 
and improved silvicultural techniques 
that could considerably boost the fuel- 
wood produclion. Table VI culled 
from the Sixth Plan document of 
Madhya Pradesh illustrates our con¬ 
tention. 

Table VI 

Forestry Potential in Madhya Pradesh 


Present Potential 


1. 

Annual Wood 




Prodn. (mm®) 

4.8 

100 

2. 

Wood Prodn/ 




ha (m®) 

0.3 

5.0 

3. 

Growing 




Stock (M®) 

500 

1500 


Any bold Forest Biomass Prog¬ 
ramme to solve our energy problem 
demands that we mop up all our land 
resources methodically and dovetail 
these into various afforestation prog¬ 
rammes in the States. 

The figures released by the Forestry 
Commission show that 15.99 million 
hectare potentially exploitable forest 
land was available, as also 25 million 
hectares of other forest areas (Non- 
Govt). Though our land-hunger is self- 
evident, yet the shocking, albeit 
cogent deductions made by B.B. 
Vohra in his Patel Memorial Lecture 
that 75 per cent of India’s total 
relevant lands, admeasuring 200 
million hectares were lying fallow 
and could be reclaimed is too sad 
a commentary on our planners and 
foresters alike. Since many select trees 
can synergistically help in land re¬ 
clamation, it would have served the dual 
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purpose and saved a huge bill on 
land amendments. Even if 25 per 
cent of these lands could be reclaimed, 
that would mean additional 50 million 
hectares of land being made available 
for biomass plantations. That could 
change the very perspective of our 
energy planning. 

Apart from the waste lands and 
fallows, there are two categories of 
unexploitcd waste land assets which 
could be taken up for Energy Planta¬ 
tions in the first instance: 

Strip Plantations 

Narrow strip of lands alongside 
railways, roadsides, canal banks add 
upto 902,000 hectares or 14,63,000 
km as shown below ; 


Alongside Railways 60,000 

Alongside Roads 1,200,000 

Alongside Border Roads 24,000 
Alongside National 

Highways 29,000 

Alongside Canals 

Distributaries 150,000 

Energy plantation or strip planta¬ 
tions done alongside this land, done 
three deep on both sides, would give 
5500 million trees. Rather than do it 
under official supervision, better if 
these strip plantations are left in 
charge of village panchayat communi¬ 
ties in the vicinity of these plantations. 

Usar Lands Afforestation 

There arc about 7.0 million hectares 
of Usar lands, affected by different 
degrees of alkalinity. Normally, to re¬ 
claim one hactare of such land would 
cost Rs 8,000-10,000. But then some 
select species can easily grow on such 
lands, without needing any land treat¬ 
ment and thus reclaiming these waste¬ 
lands at a very low cost. Following 
six species have already been identi¬ 
fied for usar lands: 

Pongamia pinnata; Acacia arabica; 
Terminalia arjuna; Prosopis; 


Regional investigations on this count 
may elicit some more local species. 
Thus, judicious land-use planning can 
help speedily overcome the so-called 
scarcity of land for Biomass Planta¬ 
tions in India. 

Short Rotation Plantations 

By now, sufficient data has been 
collected on ^hort-rotation species. 
Casuarina, Eucalyptus and Acacia etc 
have got long-standing rcputai'on for 
being both hardy and quick-growing 
too. Of late, the best of all the species, 
Ipil-Ipil or Kubabul (Leueacna 
lencccuehala) seems to be the trump 
card in this category, especially for 
quicker harvesting for fuel woods, and 
also for fodder production. Foreign 
data apart, BAIF, Ururli,Kanchanhas 
helped popularise this wonder-species 
in India. The Agriculture Ministry, 
through the IG Forests, have been 
distributing 2.5-3 tonnes of Kubabul 
seeds for its propagation since last 
year. Gujarat was the first State to 
take up this tree on an experimental 
scale in 1975-76, but somehow no 
data is available. 

Kubabul has a potential to give upto 
50 tonnes fuelwood/ha/ycar. In Philip¬ 
pines, it has won special acclaim for 
afforestation of barren hills by air- 
seeding. . There they observe three 
days in a year as Kubabul days—a 
healthy practice that must be 
emulated by all the Third World 
countries 

Hereunder, we give the list of some 
of the important quick-growing species 
specially recommended for Energy 
Plantations : 


Eucalyptus; 

Zizyphus; 

Albizzia; 

D -ichorstacys 
glomerata. 


Casuarina; 
Prosppis; 
Kubabul 
(Ipil-lpil); and 
Acacia nilotica. 


'^Azadirachta indica; 


Acacia arabica; 
Prosopis; 
juli flora; and 
Albizzia procera. 


There may be many more indi¬ 
genous species in the interiors that have 
not come to the notice of our plan¬ 
ners and foresters as yet. It calls 
for deeper scrutiny. 


New Techniques ^ 

i 

Energy plantations call for maximum \ 
possible biomass production from ; 
leaves, twigs, branches, lops and tops 
and the stem- Prof Sarin from Sweden \ 
reports maximum biomass production \ 
in the temperate climate from Salyx ^ 
species. FRI Dehra Dun must look ! 
into more of such species in the Indian \ 
context, which may then be popu- ▲ 
larised all over. T 

Like in agricultural research, special ^ 
plant breeding and silvicultural tech- % 
niques and genelical manipulations t 
can help increase the total biomass X 
yield of some select species. I 

Three Dimensional Tree Ecology I 
is yet another bold concept that would i 
make the utmost use of a given area x 
of land by growing three canopies t 
of foliage; the tall ones at the peri- f 
phery, medium height plants in the T 
middle row a nd then low shrubbery Z 
in the centre. Some work on this t 
concept of three dimensional ecology i 
has been done at the NBRI, Lucknow, • 
though no data has been made avail- i 
able till date. Incidentally, Kubabul f 
has different species, which answer ▲ 
to this sort of specification too. Agro- i 
forestry and Mixed Forestry, with a • 
judicious mix of different plants can- i 
not only give higher yield of forest X 
biomass but also give extra income i 
per unit of land and time. X 

Extension Community Forestry X 

Though extension in the field of X" 
agriculture and animal husbandly has X 
earned the nation rich dividends, yet Z 
in the case of forestry, this practice X 
is hardly in vogue. The NCA had in Z 
its interim report on Social Forestry X 
in August, 1973 made the following 
statement, but as yet not much work Z 
has been done on Extension Forestry; i 

‘The Extension Forestry will cover ♦ 
mixsd forestry in waste’ lands, ? 
Panchayat lands, village commons, j 
raising of shelter-belts in dry and J 
arid regions and raising of planta- tj 
tions of different quick-growing ^ 
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^ species on lands on sides of roads, 
I railways and canals." 

i Now this bold concept of Extension 

1 Forestry and Community Forestry has 
T caught on in Gujarat and LIP loo is 
♦ catching up. Gujarat has undertaken 

2 to afforest 100,000 hectares land in 10 
r districts in a World Bank-aided pro- 
^ jeet and UP is bringing under tree 
T cover 45,600 hectares in 40 districts. 
T West Bengal is trying to take up a big 
T Extension Forestry Project through 
^ the World Bank assistance. Here the 

idea is to provide collective main¬ 
tenance funds to llic weaker sections 
of the society for the gestation period 
of 5-7 years when the tree crop on 
their lands is getting ready. 

Even though the Community 
Forestry is of recent origin, our 
awareness of this new approach to 
forestry planning is growing, as also 
the limitless potentialities it holds 
for the overall development of an 
area. 


[ 

i 


i 

► 

► 

: 


For the sake of record, we would 
like to mention some of the other 
common names associated with Social 
and Community Forestry: 


Social Forestry; 
Rural Forestry; 
Economic 
Forestry; 
Rehabilitation of 
Degraded Forests; 
Farm Forestry; 


Village Forestry; 
Extension Forestry; 
Enrichment 
Fores-try; and 

Farm-cum-Fuel; 

Forestry. 


It would be worthwhile to sketch 
the different nuances of Community 
Forestry in order to work up a con¬ 
certed strategy for fuclwood develop¬ 
ment. Currently, this terminology has 
four dimensions: 

(a) Restoration/ rc-allotment/rcor- 
ganisution of existing forest lands for 
total development of both the land 
and the people therein. 

(b) Joint management of forests and 
its production processes, i.c. joint 
determination and joint control 
(power). 


(c) A conventional system between 
Forest Department, and village com¬ 
munity—the Panchayat and other- 
leaders. 

(d) Joint management in the deve¬ 
lopment of socio-economic strategy 
required for the realisation of above 
three factors—thus implying forward 
and backward linkages—of social 
forestry, coordinating with Integrated 
Rural Development. 

Community Forestry is a project 
and a philosophy; a project which 
entails problem-identification, problem 
formulation and problem-resolution 
via joint implementation and joint 
controls. 

The central issue, therefore, is ’For 
whom the forests exist, grow and 
vanish?’ 

It is essentially a people-oriented, 
value-based management programme. 
It needs not so much theoretical in¬ 
puts and speculative models, as sincere 
goodwill and dedication on both 
sides—the people and the Govern¬ 
ment. 

Community Forestry needs an at¬ 
mosphere of creativity, flexibility, mu¬ 
tuality and hiunanitarianism for its 
own sustained growth. 

Vis-a-vis Mahatma Gandhi’s dream 
of an ideal village, our current slogan 
should be: 

“No Village will be without its own 

Woodlot; 

No Villager without fuel to cook 

his food’’. 

From reports gathered from different 
parts of the globe, we find that there 
are three main models that could be 
adopted, mutatis mutandis: 

(1) China’s Four-sided Forestry Pro¬ 
gramme: Alongside river/canal-banks, 
alongside the roads and railways and 
around houses and villages. 

(2) Philippines Model : Small-holder 
Tree Farming projects. 

(3) Ujamma Process of Tanzania: A 
dual control of a political district 
secretary and an official—usually a 
District Development Officer. 

China and South Korea seem to 
have affected a breakthrough in this 


direction and we would like to make 
a mention of their salent features. 

Between 1949 and 1978, China’s big 
leap in forestry can be gauged from 
the fact that its forest cover went up 
from five per cent to 12.5 per cent 
of the total land. In absolute terms, 
it meant greening of a staggering 
72 million hectares of land. However, 
pro rata. South Korea deserves more 
credit; its rate of afforestation and 
the time-factor too have been far 
more quicker than China even. Pro- ^ 
bably the major reason was the social 
awakening, whereby the mass of people 
were reorganised to reforest their land¬ 
scape themselves. Koreans have evolv¬ 
ed a unique ‘Korea National Fede¬ 
ration of Forest Associations Unions— 
something like cur milk coops in 
Gujarat. By 1977, they had created 
643,000 hectares of village woodlots, 
primarily for fuel usage. 

The real long-term impact of Com¬ 
munity/Social Forestry comes out in 
the words of our Ex-IG Forests, 
Mr B.P. Srivaslava, who had once 
commented: 

‘If in UP, an average farmer plants 
20 trees of Eucalyptus every year for 
just five years, his requirement of 
fuel-wood will be totally met on a 
sustained basis.” 

To conclude this note on Community 
Forestry at the field level, we may 
say that to become fully operational, 
it must be further refined into a strate¬ 
gic combination of technology, organi¬ 
sational, administrative and policy 
arrangements that would swiftly and 
meticulously bring in preordained re¬ 
sults under various conditions. It 
shall have to be simplified into clear- 
cut objectives and set of criteria that 
help the people choose the best among 
the possible combinations for a given 
milieu. 

Human Development 

One of the root-causes of poor 
growth and slow development is 
the lack of people’s direct involvement 
in the process of development. Most 
of the time, it has been a one-way 
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traffic, i.c, from the Govermnent to 
the people. And the moment the 
element of doles/subsidies is with¬ 
drawn, the whole programme starts 
fizzling out. 

In the New Scheme of Community 
Forestry that may be launched under 
a National Biomass Programme, we 
must fully deploy the two most dyna¬ 
mic components of our society, viz. 
the ex-servicemen and the University 
youth into its implementation and 
supervision. 

Every year, over 60,000 well-disci¬ 
plined and physically active men, of 
age group 30-35 are retired premature 
from the defence forces. Given a 
short professional orientation, they 
could very well become the People’s 
Supervisors of Afforestation Pro¬ 
gramme and part of their honorarium 
could be met from the incremental 
income out of the short-rotation trees 
that may be mass-planted. Rather, 
like the fair price shops for the distri- 
P bution of essential commodities, they 
would be made the ^Home-Fuel Distri- 
hutors\ Besides acting as a go-between, 
they would also be accountable for 
the care and maintenance of young 
plantations and further help in de¬ 
vising fuel-saving mechanism, wherein 
some of the technically-trained men 
would find full-time employment. If 
the Directorate of Social Rehabilita¬ 
tion of the Defence Ministry is roped 
into this programme of Community 
Forestry, then for each of the 5000 
development blocks in the country, 
we shall have an average of 12 men 
^ being made available from this de¬ 
mobilised quota of defence personnel. 
And they will become a very useful 
part of their respective society, after 
coming out of the active military 
service. 

Similarly, over 100 universities in 
the country could be made to take on 
the physical responsibility of manning 
this national programme. To begin 
with, each university must take up 
one block in each of the 400 odd dis¬ 
tricts, i.e. four blocks per university 
i^for intensive Social Forestry pro¬ 
gramme, may be in collaboration with 


the local business/industry groups and 
the commercial banks of the region, 
who would provide the financial sup¬ 
port for their active working. Once 
we involve the students, the UGC, 
UNESCO and the UNICEF can be 
expected to lend their resources for 
this dynamic programme. 

And incidentally, in most parts of 
the country, the summer vacations 
normally coincide with the pre-mon¬ 
soon period—the preparatory stage for 
the tree plantation programme. Hence, 
this programme will not be so much 
of a drag on their academic life. And 
like the NCC of the past, some credit 
for this afforestation work may be 
added onto their grades. 

As a measure of encouragement, 
each college/university responsible for 
the maintenance and survival of maxi¬ 
mum number of plants be given a 
running trophy. 

To inculcate the spirit of foresty, 
some basic fundamentals of ‘Forcstry- 
for-DcvelopmCnt’ concept be included 
in the school and college text-books. 

Another dynamic ingredient of 
our society, viz. the industrial houses 
and industrial workers must be actively 
involved in this programme. It must 
be made manadatory for each factory/ 
business house to take the full res¬ 
ponsibility for the greening of its 
ambience, say within a radius of 2-5 
km. 

By mobilising the human element, 
thus, we could speedily develop all the 
village woodlots and the wastelands 


in easily accessible area in no time. 
And once it picks up momwtum, it 
becomes a real people’s programme 
that multiplies tenfold the incremental 
benefits that normally accrue from 
the rotuine forestry operations. 

In order to minimise the financial 
burden of this massive afforestation 
programme on the Government, we 
suggest the creation of a Central Seed 
Capital, which would be further aug¬ 
mented with bank finance. The RBI 
should make it mandatory for the 
commercial banks to advance a fixed 
proportion of their Priority Sector 
Lending for Social Forestry under 
DIR, i.e. four per cent interest rate. 

And if still more funds are needed, 
specially for some of the sophisticated 
Wood-conversion processes, then like 
the Employment Guarantee Scheme of 
Maharashtra, a special levy be charg¬ 
ed onto the future consumers of those 
fuels that would now be made avail- 
ablc for their usage. 

As shown in a lead article in the 
Financial Express^ dated October 8, 
1980 by Paul & Jha, Social Forestry, 
especially the Community Plans 
have an inbuilt mechanism of raising 
resources. Meticulously managed, the 
village woodlots could help generate 
Rs 50,000 income per annum from 
a 10 hectares plot for fuelwoods. 

Hence, it would be seen that funds 
are no problem for carrying on a 
massive afforestation programme; 
what is needed is an astute financial 
management of the whole programme. 
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With the relentless pressure of rising imports 
‘export or perish’ is now a cold fact of life. 
ECGC makes a special appeal to you 
to think ‘export* 

You can count on ECGC for the maximum 
support. ECGC has special schemes for small 
exporters covering 100% of their political 
risks and 95% of their commercial risks. 
ECGC has new schemes for big exporters like 
the Joint Venture Insurance. Transfer 
Guarantee, Overseas Investment Insurance 
and Exchange Fluctuation Cover Schemes. 
The Wholeturnover Post-shipment Guarantee 
and the Wholeturnover Packing Credit 
Guarantee Schemes also enable exporters 
to augment their export credit needs. 
ECGC has likewise streamlined underwriting, 
claim settlement and administrative formalities. 


Write or meet the 
ECGC office nearest to you. 


Offices at: Bombay .Calcutta .Madras. New Delhi. 
Ahme^bad. Bangalore. Cochin. 
Hyderabad. Ludhiana. Pune. Varanasi. 
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in the NmUim 

Oil Exploration, Production Plans; 


The blocks, both offshore and onshore, 
in which oil exploration is to be allowed 
by foreigners on production-sharing basis 
may be readjusted with the Oil and Natu¬ 
ral Gas Commission (ONOC). An indica¬ 
tion to this effect was given in a talk with 
pressmen here by the Union Minister for 
Petroleum and Chemicals, Mr P.C. Sethi. 
The rethinking on the issue follows the 
inadequate response which has been re¬ 
ceived for the 32 blocks—15 onshore and 
17 offshore—which were thrown open to 
exploration bids by foreign oil companies 
last year. Some foreign explorers have 
expressed the view that the blocks offered 
so far are not attractive for them : the 
promising ones have been reserved for 
the 0>fcC. 

^ Splitting Biocks 

Mr Sethi disclosed that it is pro¬ 
posed to split the Godavari Basin into 
two blocks. The ONGC will continue 
to explore in the shallow waters. 
The exploration work in the deeper 
waters may be entrusted to some foreign 
bidder. The efforts to interest foreign 
companies in oil exploration in India are 
to be renewed soon. The decisions on 
the nearly a dozen bids received so far are 
envisaged to be taken in about a month. 

Stressing the urgent need for setting up 
the production of crude oil from indige¬ 
nous sources, Mr Sethi reiterated that the 
Output from the Bombay High and sat¬ 
ellite fields will be increased to 21/23 
million tonnes during the current Plan 
period, possibly by 1983-84. Technical 
assistance for this purpose is being sought 
from the French concern CFP. A team of 
officials will be visiting Paris next week 
for this purpose. As the area has been 
explored and develoed by the ONGC, the 
proposed technical expertise is envisaged 
to be secured on payment of fees, alth¬ 
ough the CFP had earlier asked for a 
jjmall share in the crude oil to be produce 
^ in excess of the original plan of having 
an output around 17 million tonnes. 


Mr Sethi has also confirmed that there 
is a possibility of increasing the produc¬ 
tion from onshore areas, particularly 
Upper Assam and Arunachal Pradesh, 
by about 2.5 million tonnes per annum 
in the next couple of years. As already 
indicated in these columns. Oil India has 
started producing crude oil at the rate of 
3.1 million tonnes per annum—300,000 
tonnes more than it had been allowed to 
produce earlier. Between 250,000 and 
500,000 tonnes production may be se 
cured from the Kharsang concession of 
Oil India in Arunachal Pradesh. The 
ONGC will also step up its production 
primarily in Assam but to some extent 
in the Gujarat area as well. This implies 
that some expansion of the refining capa¬ 


city based on Assam crude oil may b 
affected in the near future. If the atow 
plans materialise according to the curren 
expectations, the production of crude o) 
from indigenous sources may even exoeik 
by J 984-85 30 million tonnes per ah 
num—^possibly to 32 million tonnes—^* 
against the Sixth Plan target of slight!^ 
more than 21 million tonnes. 

The work on the grid to be esiabltshtic 
for the transportation of gas from tib< 
Bombay High area to the sites of the 
proposed six fertilizer factories in th)e 
interior has already been taken in hand. 
Private companies—Indian Explosives 
Ltd and Shri Rams—have shown interest 
in two of these six projects. The locations 


r -% 

Cost Inflation in Engineering Industry 

According to a study by AlEl^ raw materials, components, stores and 
spares constituted 46 per cent of the expenditure of the major engineering 
companies in 1979-80. Among the items which have recorded significant 
increase are: Steel, selected categories^ (over 20'/')\ Aluminium (20.2%); 
Copper & Copper Alioys (11.3%); Tin (9.1%); and Pig Iron (40.2%). 

Similarly, almost all the major inputs of fuel and power observed a 
steep increase: Coal (16.1%); Petrol (19.2%); Lubricating Oil (16.9%); . 
and Electricity (5.6 %). 

Labour costs constituted IS per cent of the engineering industry*g 
expenditure. In the case of iron and steel industry, labour costs accounted 
for a higher percentage of 17 per cent. \ 

Statewise statistics on consumer price indices reveal that the sharpest 
increase was recorded in Calcutta (29.3%), followed by Bangalore (12.7%)y 
1 Bombay (8.7%) and Madras (8 .7 %). 

In case of engineering workmen in factories employing 1000 workmen, 
the increase in 1981 (May) over the corresponding period of the previous 
year was of the order of : 

Unskilled Workmen—7.7 per cent and Skilled Workmen- 6.8per cent. 

The study also indicates the steep rise in construction costs : Bricks 
(IS.4%): Tiles 8 l Ceramics (14.9%): Paints . & Varnishes (12.5 %); and Fire 
Clay (28.6%). 

The t5 per cent hike in short hauls and long hauls rail transport charges 
would adversely affect the engineering industry exporters—this is of parti¬ 
cular concern when the engineering industry has set an ambitious export target, 

L_ J 
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P the six plants are to be finalised on the 
;ejpt in a couple of months of the re- 
irt of the committee set up recently to 
lect the most appropriate sites for them. 

i' Coal Production: 
|Growth Falters 

ffTnE CHRONIC absenteeism during this 
period and the recurrent industrial unrest 
in the Singareni mines have decelerated 
the growth trend in the coal sector. Al- 
;> though production during April and 
Mayat 18.3 million tonnes was higher 
I by 3.5 per cent than the 17.7 million 
tonnes output in these two months last 
year, it considerably fell short of the pro- 
\portionatc target in terms of raising the 
' output during 1981-82 to 121 million 
tonnes from 114 million tonnes last year. 
The current growth rate is also just about 
..half of what it was during the corres¬ 
ponding period last year. 

With the pithead stocks aggregating to 
> 18.5 million tonnes at the end of March, 
the April-May slackness in production, 
which can be expected to continue till the 
lainy season is over, shortages of coal 
^uld have been averted. But the sharp 
decline in the output from the Singareni 
mines has created a difficult situation in 
southern India which depends to a very 
large extent on supplies from this source. 
A large number of trains on the branch 
lines in this region have been cancelled 
by railways due to paucity of coal. What 
is worse, however, is that stringent coal 
supplies have as well started affecting in¬ 
dustrial production. The situation ari¬ 
sing out of industrial unrest at Singareni 
needs to be tackled affectively, as coastal 
shipments ennnot fully compensate for 
the movement of coal by rail. Some of 
the thermal power stations in the south 
also arc stated to have started feeling the 
pinch of tight coal supplies. 

Another reason for coal output being 
afiected is understood to be lags in the 
procurement of some essential equipments 
and spares. Endeavours are being made 
to expedite this procurement as also for 
•reducing absenteeism among miners and 
loaders, for the harvesting season in 
•;]Uttar Pradesh and Bihar is practically 
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over. But it is rather unfortunate tl^ 
full benefit has not been derived in step 
up of coal raisings at a time when the 
power supply from the DVC system has 
been satisfactory. 

It should still be possible to make up 
some of the production loss even before 
the monsoons set in. But so far as the 
overall target for the current year is con¬ 
cerned, any serious coal shortage can be 
obviated if production can be increased 
to levels somewhat higher than envisaged 
at present. This should not be an im¬ 
possible proposition. Not only the target 
of J 21 million tonnes has been set on a 
conservative basis, but also several new 
open cast mining projects are to be com¬ 
missioned later this year. Delays in the 
commissioning of these projects, however 
may upset all calculations. It is, there¬ 
fore, imperative that these projects are 
brought on stream according to their pre¬ 
sent schedules. 

It, of course, is encouraging to note 
that despite some overall setback to rail¬ 
way operations, which was not unexpect¬ 
ed after the high-pitched performance of 
the terminal quarter of 1980-81, coal des¬ 
patches by and large have been maintain¬ 
ed well during April and May. In com¬ 
parison with these two months last year, 
they are stated to have shown an increase 
of 12 per cent from 16.57 million tonnes 
to 18.54 million tonnes. The despatches 
have also improved by road and other 
non-rail means by about 0.8 million 
tonnes. 

Stagnation in Ship- 
repair 

Commodore A.K. Sirkar, Chairman of the 
Garden Reach Ship-builders and Engi¬ 
neers Ltd. (GRSE), said in Calcutta on 
June 3 that, during the last three years, 
the value of ship-repair work done by 
his organisation had been static at Rs 3 
CFores. He revealed that it had not been 
able to work efficiently because of the 
acute power shortage and persistent 
labour trouble. He said that the number 
of ships coming to Calcutta port for 
repairs had fallen drastically in recent 
years and that in the last three months 


no ship had come to the GRSE, ile 
thought that ships were purposely avoid¬ 
ing the Calcutta port bemuse of the^.^ 
many constraints under which they had 
to operate. His company was losing 
about 15 percent of production daily 
due to power cuts. So, the commission¬ 
ing of ships was being delayed. The 
inability of the small industries in 
Howrah to supply important components 
of ships due to the power crisis also 
created difficulties. 


R. J. Venkateswaran 
Writes from Calcutta 


The Government of India should 
examine the problems faced by the 
GRSE and find out what could be done 
to improve its working. It is significant 
to note that, of the nine public sector 
undertakings under the control of the 
Ministry of Defence, the GRSE alone 
has been losing heavily while others, like 
Hindustan Aeronautics, Bharat Electro¬ 
nics, Bharat Earth Movers, and Mazagon 
Docks have been making profits. In , 
1979-80, the loss of the GRSE amounted 
to Rs 638.62 lakhs compared to Rs 572.23 
lakhs in the previous year. Among the 
major factors responsible for this loss 
were labour trouble and under-utilisation 
of capacity. The strike between January 
and May, 1979, had a severe impact on 
its working. 

The latest annual report of the Defence 
Ministry has said that the GRSE earned 
Rs 39 lakhs in foreign exchange and that, 
with the increase in the ship-repairing 
operations, these earnings would rise to 
Rs 55.50 lakhs in 1980-81. But in view 
of Commodore Sirkar's comments, it ^ 
seems that the GRSE*s foreign exchange 
earnings may decline in the current year. 

It has signed several contracts with the 
Navy and the Coast Guards. It is also 
manufacturing bulk carriers for the 
Mughal Lines. But it may not be able 
to deliver the goods according to schedule 
due to the power crisis and other im¬ 
pediments. 

Commodore Sirkar has urged the need 
for setting up a ship-repairing yard in 
Haldia at an early date. The Govern¬ 
ment of West Bragal also has been 
pleading with the Central Government 
for early action on this scheme. New 
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Deild should aot further deby in this '%i8 opportunity to review the working of 


matter since this project would give a 
boost to the engineerfng industries and 
to the economy of West Bengal. Mean¬ 
while, the State Government should do 
well by creating a more congenial climate 
through increasing the supply of power 
and improving labour situation. 


Reconstituted Tea 
Board 


The Govirnment of India recently 
announced the reconstitution of the Tea 
Board. It now consists of three 
members of Parliament, six represen¬ 
tatives of the managements of the main 
tea growing States, eight of growers of 
tea and owners of tea estates, two each 
of tea manufacture! s, dealers and con¬ 
sumer' interests, and five of persons 
employed in tea estates and gardens. 

^ The Government should have utilised 


the Tea Board and make suitable changes 
in its powers and functions to make it 
more effective. The board was set up 
under the Tea Act of 1953 in order to 
encourage the development of tea industry 
by regulating production, improving 
quality, promoting exports, stimulating 
research, and securing better conditions 
for workers. In the last 28 years of its 
existence, the Tea Board has done much 
good work in various fields but, consi¬ 
dering the nature of the problems faced 
by the industry and the severe competi¬ 
tion it has to meet in foreign markets, 
the board surely should have played a 
more active role. 

It is no compliment to the board that 
sickness of a chronic nature has been 
persisting in the tea estates in Darjeeling 
for nearly a decade. The fact that the 
tea industry has been finding it difficult 
to raise adequate resources for its deve¬ 
lopment programmes also seems to 
indicate that the board has not given 
proper attention to its problems. The tea 
industry has estimated that it will need 


an investment of about Rs 2500 
for doubling production in twenty ] 
The board therefore should do its I 
to create the necessary conditions i| 
enable the industry to obtain its fundi^^ 


The report of the Tandon Commifi| 
on Export Strategy has suggested that ^ 
Government should examine the c<^ 
parative benefits of foreign exchai||| 
earnings from tea against the internal 
revenue it produces and also the compi 
rative tea price structure of India aS 
Kenya in order to assess the Indil 
industry’s competitive strength and i 
ability to generate the necessary sii= 
pluses for replanting. The board sho^l 
examine these aspects and initiate apptii 
priate measures to enable the tea industi 
to face the challenge in foreign market 
It should also give greater attention 1 
research. The Tandon Committee tu 
pointed out that tea’s annual expenditiij 
on research is only about two croi 
rupees on a turnover of Rs 800 crores. . 
has observed: “Although our agroQi 
mic research has made considerab 
headway, we still provide little intc 


FORM- IIA 
(Sec Rule 4A (I) 

Form of general notice to be given to the members of the public before making an application to the Central Govem-f 
ment under sub-section (2) of Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the public that Moclipon Liniitcd, Modinagar proposes lo make an application to 
the Central Government in the Department of Company Affairs, New Delhi, under sub-scction(2) of Section 22 of the M.R.T.P* 
Act, 1969, for approval for the establishment of a new undertaking for the production, supply, distribution or control of : 

(S. No. Na*tw of the Products Proposed installed Estimated Production 

Capacity TonnesjAnnum Tonnes/Annum 

Edible Soya Flour 45.()0() 45.000 

Soya Textured Protein 30,000 30,000 

Soya Protein Isolates & Concentrates. 

(In terms of Soya content only) 3,000 3,000 V 

Refined Soyabean Oil 16,450 16,450 


(i) 

(ii) 


(iii) 


(iv) 

(V) 


2 . 


1 . 

2 . 

3. 


4. 


Other particulars of the proposed new undertaking arc as under 


Name of the proposed undertaking 
Name(s) of person(s) or authority/ 
authorities proposing to establish 
the new undertaking. Where it is 
a body corporate, furnish details 
of its management structure 
together with those of the proposed 
undertaking. 

Capital structure of the applicant 
person or authority and of the 
proposed undertaking. 

Proposed locition of new uudertaking' : 
Brief outline of the cost cf 
project, the scheme and source of 
finance. 

Any person interested in the matter may 


Modi Staley Limited (Proposed) 

Applicant Company Proposed Undertaking 


Modipon Limited, is 
being managed by 
Bv)ard of Directors. 


Modi Staley Ltd., the 
proposed new company when 
formed shall be managed by 
Board of Directors. 


Equii>—Rs. 3.50 Crores Equity Rs. 12.00 Crores 

l.oan Rs. 6.37 Crores Loan - Rs. 25.53 Crores 

MandiJeep (Distt. (Raisen) M.P. 

The estimated project cost would be around Rs 37.53 Crores, which will be 
financed by issue of fresh equity and also by long/short term loans from 
financial institutions. 

, . _ ^ make a representation to the Secretary, Department of Company Affairs, 

Govw*rnment of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice informing 
bis view on the proposal and indicating the nature of his interest therein. 

K.K. Modi 

Dated ; 23-5-1981 President 
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''llie nation's plans pr 
accelemtedgnxothhaueo^ 
ex(Mig opportunities pr the 
Company to make 
its contribution^ 


Excerpts from the Statement made by 
Mr K B tail, Chairman, on the occasion of the Fiftyfirst 
Annual General Meeting of Guest Keen Williams Limited 
held in Calcutta on 8th May, 1981. 


When I spoke to vou this time last year. 
I had drawn attention to the continuing 
deterioration in the economic 
environment. Since then some healthy 
trends have developed. And yet the 
nation remains entrapped in a number of 
concentric vicious circles. However, it has 
gradually dawned on us that the shortages 
that afflict the economy have been 
mainly caused by the slow pace of 
economic growth and the resultant 
distortions in the process of socio¬ 
economic development The message 
seems to have at last gone home that 
poverty, as also the assennated problems 
of underemployment and unemployment, 
cannot be overcome except in tne 
framework of a rapidly expanding 
I'conomy. The nation is now convincinJ 
that every effort must be made to step up 
agRn^Bale growth nc'rformance, with the 
dim of enlarging tne gross domestic 
product as fast as can be managed. 

for years various forces and factors 
Lunducive to a quickening of the pace of 
economic advance and social change 
have been at work in the economy. But 
for reasons which none can lustify and all 
must regret, it has not so far been 
possible to deploy them in the right mix 
to launch the nation once again on the 
road to high endeavour At Icing last, 
however, a national consensus on such 
deployment. Including related priorities 
and policies, has emerged. This is 
( oniained in the Sixth Five Year Plan Ihe 
time has come to refrain from dissipating 



energy in fruitless debate or controversy 
ft is now incumbent on us to join togetner 
to attain the goals set before the nation. 

The main objectives of the Sixth Plan 
include a step-up in the rate of growth of 
the economy, a progressive reduction in 
the incidence of poverty and 
unemployment, promotion of efficiency 
in the use of resources, and strengthening 
the impulses of modernisation for 
achievement of economic and 
technological self reliance. 

The average annual growth rate for the 
economy has been set at 5.2% and I 
expect that an effort will be made to step 
it up further 1 o restore a measure of 
viability to the country's external 
payments a vigorous export promotion 
drive has been planned. The aim is to 
achieve a volume growth rate of about 
10% per annum. 

These targets are well above the 
performance levels attained in the past 
and constitute a challenge to all agencies 
engaged in the process of development to 
exert their uttermost to transcend the 
stagnating syndrome of slow growth and 
persisting privation. In meeting this 
challenge, those concerned with 
industrial production carry a special 
responsibility. 

It has been seen in the recent past how 
linkages within the hard core of the 
economy's infrastructure tend to 
c. (impound its inadequacies. The painful 
irnpac t of these inadequacies on 


industrial production has to be 
experience to be believed. At the same 
time, It must be conceded that the 
efficiency of output in coal, power, 
railways and steel is in part dependent on 
the efficiency of the industries that 
manufacture their industrial inputs. While 
industrial managers are right in 
continuing to press for a higher level of 
efficiency in the operation of the v 
infrastructure, they must in turn assure 
that priority is accorded to the 
production, in right quality and in |iood 
time, of the infrastructure's industrial 
inputs. 

To my mind, the only way to withstand 
inflationary pressures is to focus attention 
on increasing industrial output. The rate 
of inflation is of course a function of 
supply and demand. But there has been 
too much emphasis in the past on 
restraining demand. It is becoming 
indispensable to learn to uckle the 
supply end of the equation. As a first step 
in this direction, the leeulatory 
mechanism must free the productive 
forces from its inhibiting influence. In 
fact, it should be set to lecapture its 
original mission to-augment production 
and build up production capabilities. 

The inflationary pressures at home have 
been accentuated by the steadily rising 
cost of essential Imports, more 
particularly crude petroleum. In 
consequence, the economy Is confronted 
with the threat of a trade deficit of 
^rjstenmg proportions. The nation can no 
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llonger afford the luxury of importing 
those goods which can be producecT 
economically at home. Similarly, It is 
becoming obligatory to take all possible 
steps to optimise the production and 
ixf^rt of goods that enjoy comparative 
advaritage. At the same time, urgent 
action is called for to study and adopt 
ways and means to remedy the 
deterioration in the country's terms of 
trade. The difficulties encountered in the 
foreign trade sector can be at least 
partially overcome only through a more 
rapid modernisation of industrial 
production. 

In the intimate inter-action between 
^agricultural productivity and industrial 
expansion can be seen yet another 
example of linkages which, when wisely 
UtilisM. provide mutual reinforcement for 
each other. To maintain the momentum 
of agricultural productivity it is essential 
that industrial inputs keep pace with 
rising requirements and arc made 
available in time. Concurrently, 
development strategy must seek to 
transfer a significant percentage of the 
population dependent on agriculture to 
industrial process and production. 
Extension of the industrial infrastructure 
to the count^side provides a possible 
route to the improvement in the standard 
of living of some of those who currently 
subsist D^low the poverty line. 

This brief survey of inter-sectoral 
f linkages convincingly establishes the key 
role of industrial resurgence in triggering 
growth impulses and transmitting them to 
the national economy, This is the raison 
d'etre for the planners to urge that 
industrial production in the country must 

§ row at an average annual rate of B% to 
% during the plan period Recent 
changes in public policy have been 
designed to accelerate the rate of 
industrial growth. There is growing 
evidence of the administration's will and 
capacity to help industry enlarge its base 
and enhance its corr^jetence A heavy 
duty rests on the corporate sector to 
examine for itself and its component units 
the implications of rapid acceleration in 
industrial growth and to spell out the 
responsibilities that devolve on them to 
help achieve the recommended rate 
Unhappy industrial relations and labour 
unrest have often been cited as a negative 
factor to explain poor industrial output 
more than the loss of man days is the 
' steady deterioration in the attitude of 
work forces to their work. Not many work 
forces are known to take pride in their 
work performance. There are complaints 
of continuing erosion of the inner urge to 
perform the assigned tasks well and of a 
growing tendency to walk away from the 
work bench on the slightest pretext. A 
conscious effort must be mounted to 
reverse this distrejfsing trend and to 
stimulate awareness on the part of the 
industrial worker of the connection 
between his output and his income. 

It is not only the industrial worker 
whose motivation to work has been 
adversely affected; Unfortunately, this 
infection is creeping upwards. Frustration 
and failures have weakened the 


managerial determination to resist it. 
Managers who invest their time and talent 
in Improving productivity have not found 
it easy to atmieve concrete results or to 
enjoy the.fruits of their successes. In 
consequence a strange weariness 
paralysing enterprise in the entrepreneur 
and creativity in the technocrat is 
invading managerial echelons. How tan 
this depressing situation be overcome? It 
is essential that appropriate measures are 
urgently undertaken to recreate an 
environment that emboldens managers 
and management to do their duty and 
strive to win applause for their irigenuity 
and enterprise. 

It is a paradox that white in the field of 
agriculture, scientific skills and 
technologies have been successfully 
adapted to local environment and 
domestic production factors, a similar 
effort in a number of industrial areas has 
not been eaually successful. The slippage 
in the development of technology 
relevant to the nation's industrial goals 
has been a major shortcoming in the 
nation's development effort over the 
seventies. The corporate sector should 
deem it a privilege to make an in-depth 
study of the problems relating to its 
acquisition, induction, dissemination and 
adaptation, and to recommend feasible 
policy changes in this regard 

To these and many other aspects of the 
current industrial scene the leading 
elements in the corporate sector must 
devote their urgent attention so that 
together they succeed in imparting 
powerful thrusts to the related sectors of 
the economy so as to carry it forward to 
the nation's planned goals. 

Within the corporate sector the role of 
industrial units engaged in the 
manufacture of intermediates and „ 

components used in the production of ^ 
finished goods has not received adequate 
attention. It is on the performance or 
these units, perhaps on their skill and 
flexibility, on their vision and foresight, 
that the range, the quality and the 
ouantity of industrial output largely 
depends. And yet pertinent data to enable 
them to perceive what is expected of 
them, to work out medium term 
projections for their arowth or to take 
timely action are difficult to come by. 

Since they cater to the needs ot a wide 
range of end user industries belonging to 
a variety of industrial segments, it is not 
always easy for even central agencies to 
assist in their development or to evolve 
reasonable parameters for their growth. 

Your Company has the privilege of 
being a leading manufacturer of industrial 
intermediates. As suppliers of vital 
components to the power and 
transportation industries, both priority 
areas for the growth of the economy as a 
whole, we have an inescapable duty to 
perform. Perhaps the skills we have 
already developed make it relevant for us 
to aspire to have the privilege of 
contributing similar inputs to the 
evolution of some other segments of 
industry. For over a year we have been in 
close touch with our customers, present 
and prospective, in old and new areas. 


With thefr help, we have been trying to 
(k^rmine for ourselves what we must do 
now to build up the Company's capacities 
to meet their future requirements and 
develop the Company's skills to enable It 
to. make a contribution to the country's 
industrial progress in keeping with its 
tradition and its aspirations. 

We have already come to some 
conclusions. To^b^in with, attention is 
being, focussed on maximising capacity 
utilisation. Over the coming years the 
need for creation of fresh capacity in 
most of our product lines has been clearly 
established.' To this end; %ve are 
developing a greenfield site in'a backward 
area in,Maharashtra. We propose also to 
intensify research and development 
activities, improve production processes, 
and ewtore emerging oppqrtunities to 
sjseciaiise in meeting the rising 
requirements for special purpose custom 
made machinery or to extend and deepen 
the Company's tool making facilities. 

In drawing up the Company's plans for 
expansion and diversification every effort 
is being made to bear in mind the 
essential features of national policy and 
to keep in close touch with the concerncKi 
public authorities. The Company's 
backward and forward linkages are also 
being reviewed with various segments of 
industry so that opportunities to 
strengthen and improve them are not 
missM. 

Your Company has been engaged in 
developing a series of projects for the 
contribution it aspires to make to 
reaching the goals set in the Sixth Plan for 
areas reTevant to its interest and 
competence. 

In formulating these projects we have 
had the whole-hearted assistance of our 
associates. Guest. Keen & Ncttletolds 
Limited. To further the bright prospects 
they see for your Company's future 
growth they have offered to. run down 
their share of the Company's equity and 
to provide facilities for your Company to 
continue to draw upon CKN's 
accumulated experience, acquirtnl skills 
and market opportunities. I would like to 
take this opportunity to thank them for 
their gesture: it wilt go a long way in 
helping your Company to realise its full 
potential. 

The nation's plans for accelerated 
growth have opened up exciting 
opportunities lor the Company to make 
its contribution. The Company's ability to 
play its rightful role is dependent in a 
great measure on the initiative and 
ingenuity, on the devotion and dedication 
of its managers and workers. The coming 
years will l)e a testing time for the 
members of the GKW family. On the 
extent to which we pass these tests with 
flying colours will depend our corporate 
destiny. 

(This does not purport to be a report of (he 
proceedings of the Annual General Meeting) 
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ional leadership. Moreover, in pro- 
ict research and formulation, we have 
|«;|llaycd virtually no role. Instant tea, tea 
||j|;>ags and tea drinks have all been develop- 
P^cd by the consuming countries. In fact, 
" tea chemistry is a subject that our research 
ll/has barely touched’'. 

The Tea Board therefore should devote 
Mgrcatcr attention to icscarch and also to 
measures for export promotion. The 
f,Aboard should closely watch the dcvelop- 
lljments in the other tea producing coun- 
iJitries. Tea production in Kenya increas- 
i ted from 30 million kgs in 1^)68 to 99 
million kgs in 1979, in Indonesia from 
y.A2 million kes to 73 million kgs, in 
; 'Turkey from 28 million kgs to 165 million 
t kgs and in the USSR from 56 million 
:|kgs to 115 million kgs. The board, 
therefore, ought to function more ener- 
.i gctically and see to it that the tea 
industry is able to implement its devc- 
Mopmcnl schemes successfully. 


ii 


’ Indo-Nigerian 
> Collaboration 


) Wim Tin launching on January 1 on its 
fourth five-year Nation il Plan with an 
.-approved outlay of US 8147.6 billion and 
/financial resources causing no problem, 
Nigeria offers vast scope for collaboration 
with countries such as India which are 
in a position to assist it in its develop¬ 
ment endeavours. There is considerable 
I goodwill in Nigeria for our country and 
appreciation of our competence in the 
. various fields in which it desires to go 
; ahead fast. The Indian entrepreneurs, 
therefore, can well partake in the oppor¬ 
tunities available in Nigeria for mutual 
benefit. 


A mission sponsored by the Association 
of Indian Engineering industry under the 
leadership of Mr O.P. Rahcja, which visi¬ 
ted Nigeria last month, has expressed the 
view that given the right strategy and 
ijnitiative, Indian industry can build up 
.iiXMiiressive exports to Nigeria. What 
needs to offer is industrial coopera- 
, technical collaboration and technical 
ilSsistanoc. Tiic Nigerian Government 



and the business community are setting 
up their own industries, particularly in 
the medium and small-scale ranges. Indian 
entrepreneurs can well assist them in 
establishing these. 

There is vast scope for contractors, 
consultancy firms and construction com¬ 
panies in such areas as road-building, 
water supply, power generation, railways, 
airports, communications, rural develop¬ 
ment, agriculture, capital development, 
building construction, etc. for great 
stress has been laid in Nigeria’s fourth 
National Plan on development in all these 
sectors. Consultancy firms, it has been 
suggested, should set up joint operations 
with Nigerian associates so as to parti¬ 
cipate in a vast number of assignments. 
India can play a very useful role in as.sist- 
ing the setting up of small-scale industries, 
industrial training centres and industrial 
estates on which Nigeria is very keen. 
A judicious way of doing so will be work¬ 
ing through a nodal agency such as the 
National Small-Scale Industries Corpora¬ 
tion. The hotel industry is another pro¬ 
mising area for Indo-Nigerian collabora¬ 
tion. 

The AIEl mission also visited the Ivory 
Coast. It is of the view that Indian in¬ 
dustry can profitably participate in this 
country’s 1982-84 development plan which 
is expected to be ready later this year. 
The opportunity areas identified in this 
countiy arc power distribution, rural 
electrification, rural development, esta- 
blishniinl of .small-scale industries, water 
supply sy.stcms, revamping of railway net¬ 
work, etc. 

Cofinancing Projects 

The mission had discussions with the 
African Development Bank on India’s 
collaboration with African countries in 
general. A high-powered delegation of 
the bank will be visiting India shortly. It 
has been suggested that since I he financial 
resources of the bank are limited, the 
Government of India could consider plac¬ 
ing a line of credit at its disposal for use 
for co-financing projects in the member- 
countries. It has been recommended that 
the IDBI could arrange a US 820 million 
credit for this purpose. 

Whereas promising opportunities exist 
for India’s collaboration with the African 


cogittrfet for ^ehr dcVeIoptheiil;f^^ 
difficulties have been r^rted in some 
cases in the recent past. Discussions 
Government-to-Govemment level need to 
be taken up to sort out these difficulties 
if the Indo-African collaboration is to 
grow to the desired level. 


Trends in Industrial 
Production 


Industkial production during 1980-81 
has recorded a rate of growth of 3.6 per 
cent compared to a decline of 1.4 per cent 
in 1979-80 as per the provisional indices 
from the Central Statistical Organisation. 
Index numbers for J978-79, 1979-80 and 
1980-81 and the percentage changes there¬ 
of show almost continuous downward 
drift in the index through 1979-80 and 
the reversal of the trend in 1980-81. 
(Table I) 1 

The overall industrial growth of 1980-81 
has to be viewed in the context of the 
fact that industrial production which had 
shown a decline of 4.9 per cent in April 

1980 over April 1979 recorded a positive 
growth of 5.1 per cent in October 1980 
over October 1979. and has shown an in¬ 
crease of nearly eight per cent in March 

1981 over march 1980; the overall growth 
rate of the last quarter of 1980-81 has 
been a little over eight per cent. (Table IT) 

An analysis of selected 148 industries 
for which provisional information is avail¬ 
able, shows that during 1980-81, 101 in --4 
dustries accounting for a weight of nearly 
69 per cent in the general index and con¬ 
stituting about 82 per cent of the weight 
of the selected industries had recorded 
positive rates of growth. Of these 101 
industries, 52 industries with a weight of 
17.4 per cent in the general index had 
registered an increase of more than 10 
per cent in April-March 1980-81 over 
April-March 1979-80. These 148 indus¬ 
tries showed a growth of 5.3 per cent in 
1980-81 as against a rise of 4.3 per cent 
during April-February 1980-81 over 
April-Februaiy 1979-80. An analysis by 
use based classification shows that while 
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tke c&pite^ foic^ industries skew* 

ed a significant riseof 12.6 per cent, the 
^increase in production in the case of 
basic industries^ consumer non-durables, 
intermediate goods industries and con¬ 
sumer durables chosen for study were 
respectively 4.9 per cent, 4.7 per cent, 
3,6 per cent and 2.4 per cent. 

An analysis of provisional production 
data for 29 selected industries which ac¬ 
count for a combined weight of ^6.5 per 
cent in the general index of industrial 
production, has yielded a weighted aver¬ 
age rate of increase in the output of these 
industries in the overall of 18.2 per cent 
in April, 1981 over April 1980. Substan¬ 
tial increases have been recorded by crude 
petroleum, electricity, cement, nitrogenous 
fertilisers, phosphatic fertilisers, saleable 
steel, aluminium, vanaspati, sugar, news¬ 
print petroleum products, diesel engines 
(Vch.), agricultural tractors and commer¬ 
cial vehicles. Keeping in view the observed 
performance of the different industries, 
the concerted efforts that are being made 
to bring about well-knit coordination in 
jl^the vital sectors of power, coal and trans¬ 
port and the various measures undertaken 


Period 


April 

Apr i 1-May 

April-Junc 

April-July 

April-August 

Apiil-Septcnibcr 

April-October 

April-November 

April-December 

April-January 

April-Fcbruary 

April-March 


tABLeif 

Cumulative Index of Industrial Production 


Cumulative Index 

-^ 

Percentage chaitn 

in 1980-81 overS 

1979-80 S 

j' 

1979-80 

1980-81 

146.0 

138.8 

—4.9 

146.2 

141.1 

—3.5 

J44.6 

141.1 

—2.4 

144.6 

142.8 

—1.2 

145.1 

143.9 

-0.8 

145.2 

145.0 

-0.1 

145.0 

145.9 

■f 0.6 

145.1 

146.9 

+ 1.2 

146.0 

148.9 

+2.0 

146.8 

150.7 

+ 2.7 

147.0 

151.7 

+ 3.2 

148.1 

153.4 

+ 3.6 


*A11 figures arc piovisit nal. 


to streamline investment and approval 
procedures, it may be hoped that the rate 
of growth of over 8 per cent recorded in 
the quarter ending March 1981 over the 
Table I 

Index of Industrial Production @ 


Source: Central Statistical Organisation. 

same period a year ago would be improv¬ 
ed considerably in the differant months 
of 1981-82 to be able to achieve an over¬ 
all rate of growth of 10 per cent. 


Base 1970-100 


Month 


Index Numbers 


Percentage Change 


1978-79 

1979-80 

1980-81 

1979-80 

1978-79 

1980-81 

1979-80,, 

1 

2 

3 

4 

5 


April 

143.0 

146.0 

138.8 

+2.1 

—4.9 


149.0 

146.4 

143.4 

—1.7 

-2.0 

June 

141.7 

141.3 

141.2 

—0.3 

—0.1 

July 

146.5 

144.6 

147.9 

—1.3 

+2.3 . 

August 

145.2 

147.3 

148.4 

-H.4 

-1-0.7’ 

September 

145.7 

145.6 

150.3 

—0.1 

+ 3,2 “ 

October 

142.1 

143.8 

J51.2 

+ 1.2 

+5.1 i 

November 

146.9 

145.8 

153,8 

—0.7 

+ 5.5 

December 

162.3 

153.5 

164.7 

-5.4 

+ 7.3 : 

January 

158.6 

154.0 

167,4 

- 2.9 

+ 8.7 ’ 

February 

152.2 


161.1 

—2.1 

+ 8.1 5 

March 

168.8 


172.8 

—5.0 

+7.8 

Annual Average 

150.2 

148.1 

153.4 

—1.4 

+3,6 : 

’"^uick Index @ All figures are provisional. 
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West Germany in Crisis 


V. R. Bhatt 


London 


^ The recession in the West has come to 
/the aid of its economies by the negative 
j process of reduced demand for oil which 
' eroded the monopoly price fixing power 
» of the OPHC at its recent meeting in 
j Geneva. But Wcsiern Europe and Japan 
I have to face up to the fact that President 
I Reagan’s tough monetarist policies of 
j keeping interest latcs the highest in the 
j West, cuts in public spending and the 
I money supply and protectionist tendencies 
have for the time being dispelled the hope 
■ of an American led economic recovery 
of trade. One of the major sufferers is 
West Germany which had been the stron- 
^ gest economy in Europe. 

The OPEC agreement for a virtual 
freeze of oil prices (apart from the tacti- 
Vcal move by Saudi Arabia of raising the 
basic price of its crude by two dollars a 
^barrel to placate the OPEC militants) 
[ is however a promising response to 
[•the realities of the world economy. 
v.Oil consumption outside the Communist 
^ bloc dropped by 10 per cent last 
i^year (following the previous year’s 
3 . drey) of 6 per cent). The oil glut has 
4 been so severe that the current excess of 
^2 to 3 million barrels a day (b/d) has 
{ Created storage problems for oil com- 
(panies. Oil tankers from the Persian 
y Gulf arc being ordered to reduce speed 
isoastokeep their cargoes on the seas 
g for as long as possible till storage facili¬ 
ties at destinations in Europe are avail¬ 
able. Tankers are also being chartered 


r 


■for storage and many are lying off British, 
^Dutch and German coasts. The off-take 
^from the OPEC countries had fallen by 
? 12 per cent by the end of last year to 
^ 26.9 million b/d and is currently running 
I at 24.7 million b/d. The fall in consump- 
*tion was helped by a mild winter, conserva- 
j’ lion and high prices during a period when 
'^motorists economised by travelling less 
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and the switch to alternative fuels like 
coal was stepped up. 

Prices at the production end weie also 
falling as OPEC countries particularly 
the militants who had been charging 41 
dollars a barrel (against Saudi Arabia’s 
32 dollars) have been forced to reduce 
prices by upto 6 dollars a barrel. At the 
consuming end the fall in prices have 
eroded oil companies’ profits and there 
have been reports in Europe of the price 
of refined oil falling below the crude 
from which it was extracted. The Bur- 
mah Shell of Britain has closed one of 
its big refineries in the UK to cut losses. 

Search for Alternatives 

On the other hand, the OPEC members 
themselves are becoming aware that ex¬ 
cessive price rises will force oil importing 
countries to intensify their efforts to 
reduce oil consumption by every method 
possible, conservation and the rapid de¬ 
velopment of alternative sources. Rese¬ 
arch and development to tap the enor¬ 
mous potential of tide power (France 
already has a successful tidal power 
plant) and of solar energy have been 
taken up seriously and even commercially 
in many countries. There arc already 
many building companies who arc in the 
market for constructing solar-heated 
houses and offices. New techniques in 
the automobile industry are bringing out 
more efficient car engines which give 
higher mileage rates for a gallon of petrol. 
Nuclear power however is still the front 
runner except in countries where strong 
opposition exists on environmental 
grounds. President Milterand of France, 
whose victory was helped by the million 
odd members of the Ecologic Party has 
already suspended the building of new 
nuclear power stations. 


The Saudis who have been most eager 
to avoid piling more strains on the world 
particularly Western economies appeared 
to be convinced that the OPEC hawks’ 
aim to raise oil prices continually will 
accelerate the flight from oil and rebound 
on the longtime prospects of OPEC. 
Production of course can be cut to re¬ 
duce supplies but only to a limited extent 
because of military and economic deve¬ 
lopment committments which have to be 
funded from oil revenues. 

The relief from OPEC restraint has 
however been partially wiped out by 
President Reagan’s tough monetarist 
policy to stabilise the American economy 
and to divert more money to defence 
rearmament. By keeping interest rates 
high, (it reached 20 per cent two weeks 
ago) he has strengthened the dollar vis-a- 
vis EEC currencies particularly the 
German mark and switched the fiow of 
hot money from West Germany and 
Britain to New York. The gloom in 
West Europe over the President’s policy 
was voiced by the French Finance Minis¬ 
ter Jacques Dclors in these words : “The 
(American) high interest rates arc worsen¬ 
ing the recession and can have formidable 
social and political effects in Europe.” 

Schmidt's Dilemma 

At present the country most affected 
economically and politically is the Feder¬ 
al Republic of Germany which had been 
the most dynamic economy in Europe. 
Chancellor Schmidt who has been rapidly 
losing popularity at home visited 
Washington recently to seek President 
Reagan’s help in two problems which are 
at the root of his weakening political hold 
on his own party and on his coalition 
with the Free Democrats. Economically, 
West Germany is now showing all the 
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fiimilial^ 'mikiss an economic crisis- 
soaring interest rates, the falling Deutsch 
^ mark (DM) and massive trade deficits 
and borrowing requirements to run the 
Government and the public sector. In¬ 
terest rates bave risen to 13 per cent and 
the DM has fallen by 16 per cent against 
the American dollar this year and by 25 
per cent since the end of 1979. Direct 
intervention by the Bundesbank (Federal 
Reserve Bank) to stop the decline and the 
high interest rates have had little effect. 
The balance of payments deficit last year 
k was DM 28 billion ($12 billion) and is 
* likely to be only slightly less this year. 

Oil imports cost DM 60 billion and for* 
cign holidays by Germans DM 40 billion. 
These are costs of essential energy sup¬ 
plies and of social habits nurtured by the 
economic ‘miracles’ and widespread 
affluence of post war years cannot be re¬ 
duced except minimally on economic and 
political grounds. The public sector de¬ 
ficit is much bigger and the borrowing 
requirement of the Government is esti¬ 
mated at DM 120 billion ($61 billion). 

^ Indeed, the Bundesbank President Karl 
Otto Pochl has openly admitted that a 
crisis exists in the economy and also the 
danger of a collapse of confidence in the 
domestic money market as well as in 
exchange rates. 

High Interest Rates 

One of the points raised by Herr 
Schmidt with Mr Reagan was the Ameri¬ 
can high interest rates and their impact 
on EEC countries. Their continuation 
makes it aim st impos'^ible for EEC coun¬ 
tries to lower their rates of interest neces- 
^ sary to help the private sector reduce 
the cost of money for investment and 
operations as also the borrowing require¬ 
ments of Governments and public sector. 
The condition of the American economy 
profoundly affects other developed coun¬ 
tries although perhaps not to the extent 
of the Keynesian dictum that “when 
America sneezes, Europe gets pneu¬ 
monia”. West Germany which is a big 
exporter does not have as strong an eco¬ 
nomic muscle as the USA to obtain vol¬ 
untary restraint of Japanese automobile 
^ and other exports which are flooding into 
EEC curtailing domestic production. 
The USA recently got Japan to agree to 


cut car exports to the USA to 1.68 mil¬ 
lion this year from 1.82 last year. Japan 
has refused to agree to any voJuntaiy 
agreement for restraint with the EEC on 
the ground that certain members notably 
Italy, France and Britain have unilaterally 
imposed curbs on cars and other Japanese 
goods. West Germany is unable to act un¬ 
ilaterally for fear of letaliation on its 
exports. 

Mere Sympathy 

Chancellor Schmidt obtained sympathy 
but little else from Mr Reagan about 
American high interest policy which the 
President, who won the election on a 
monetarist platform, cannot change parti¬ 
cularly as it seems to be working at present 
though its long term prospects are not 
clear. 

Politically, the Chancellor’s objective 
was to speed up American pUms for 
talks with the Soviet Union on ieducing 
nuclear weapons in Europe. This is im¬ 
perative if he is to survive politically 
against the tide of anti-Americanism 
which is gathering strength in his 
Social Demccratic Party. He is com¬ 
mitted to the NATO resolution for the 
installation 572 American Cruise and 
Pershing 11 missiles in NATO Fuiopc of 
which 200 are to be stationed in West 
Germany. He subscribes to the Reagan 
line of negotiating from strength but 
insists that nej-’otiations should be begun 
quickly with the Soviet Union before the 
missiles are installed. But the anti-nuclear 
movement in West Germany has become 
so strong that the left wing of his party 
arc planning to renege on the NATO 
resolution. He has threatened to resign 
if this happens. His hope was to persuade 
President Reagan to advance the date of 
the negotiations with the Soviet Union 
which Schmidi, who is meeting Mr 
Brezhnev later this year, believes would 
be fruitful. But the American President 
is still at the high tide of his policy of 
rearming, deploying missiles and develop¬ 
ing new weapons like the neutron b mb 
which he considers will provide the strength 
required to face up to the Soviet Union 
In these circumstances Schmidt's appeals 
to the President seemed to have evoked as 
in the field of economic policy understand¬ 
ing but no concrete assurance of advancing 
the talks. At the end of their meeting 
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all that was promised was that the 
tiations will “begin as soon as possiw' 
which is to say some time at the end of 
>car. Advancing the ta ks to, say Septfiili 
ber, would have gi\cn him an argui^ll 
to pull hack his Party's left wing flr<5 
reneging on the NATO resolution. 

Schmidt's party under his icadershl 
has been loosing bycJcctions and wei 
defeated in West Berlin. A success^ 
rebellion in his party on defence polio 
and a tilt towards neutralism would brea 
up the coalition with the Free Democrat 
and possibly switch them to the Conserve 
tivc opposition. West Germany therefoi 
fiiccs the prospect of political instabilit 
at the time of a deepening recession. 

US will Fall behind 
USSR 

The USSR will overtake the US as th 
world's largest capital spending nation b 
1995, ^ays Predicasts, liic., the CIcvelanc 
based business information an 
market research firm. World CapiU 
Spending, an analysis recently publishe 
by Prcdica'.ts Research Group, projec 
USSR capital spending to exceed S3fi 
billion by 1995, compaied to the Unite 
States’ $373 billion. 

Japan’s level of capital-spending, tw< 
thirds that of the US in 1979, will jti 
crease at over four per cent annually, a] 
proaching $3'0 billion in 1995. Pi«d 
casts’ economists note that by purchask 
the best available technology, Japan ^ 
been able to “leapfrog” over the gradt 
ated steps in echnological progress whi 
modernising and expanding coiiacit 
Citing innovation and quality control i 
factors, the study stales that “by tl 
early 1990s, Japan will emerge as the it 
disputable world technol gical leader* 
Also key is Japan's high labour product 
vity. The US, which had the world 
highest level of labour productivity i 
1963, had slipped to sixth by 1979, an 
will drop to fourteenth by 1995. 

Total world capital spending will reat 
$2.8 trillion bv 1995. with the USSR, tl 
US, Japan and China together accountir 
for 47 per cent. However, Predicasts not 
that the greatest economic rate of increa 
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iPi occur in the capital-surplus oil ex¬ 
piring Countries as well as in the recently 
n idustrialised nations of Fastem Asia and 
I atin America. Mexico, in particular, 

. 

World Capital Spending OverTiew 
ft , (billion 1975 US dollars) 


1 ". 

Ittem 

'fi.' 

1979 

% Annual 
Projected 
1995 Growth 

fefs 

243.‘6 

373.20 

2.7 

^■•fSSR 

238.20 

381.10 

3.0 

l^pan 

161..'>6 

328.50 

4.5 

•| jhina 
^thcr Regions 

90.50 

232.60 

6.1 

745.53 

1463.00 

4.3 

/orld Capital 
. ^pending 

1479.05 

2778.40 

4.0 

-' f which 
;quipment 

714.85 

1328.90 

4.6 

iructurcs 

■i . 

764.20 

1449.50 

3.3 


jj ource: Prcdicasts, Inc.; Cleveland, Ohio. 


i/ill witness an above-average growth in 
r apital spending as its n^ining sector ra¬ 
bidly exploits coal and molybednum rc- 
purces. 

, ; Spending on equipment will continue 
D outpace that on structures, accounting 
. hr 57 percent of total capital spending 
"0 1995. Predicasts anticipates a trend 
©wards more flexible, automated produc- 
|.ion/as>embIy and administrative systems; 

d the increasing diffusion of electronic 
ij^particular y microprocessor) technology. 
j\lso on the horizon, according to the 
^^tudy, are sif^niticant innovations in gene- 
. jc engineering and biochemistry, and in 
^^eelmaking, iron and energy technologies. 

[L. _ 

i^hilippines Economic 
J^eakness Persists 

tv“ ~ 

^‘hc pact of real economic growth in the 
Philippines fell short of official targets 
;o:jist year, dropping to 4.7 percent from 
1^8 per cent in 1979. The comfination 
tdf sharply higher oil import prices and 
vfcpressed world prices for key commodity 
jtlKports played havoc with the Pliilip- 
^nes’ balance of payments and increased 
IcternaFindebtedness dramatically. A 
Pltoble-digit inflation rate compounded 
'mk economic difficulties, which together 
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forced the pursuit of moderately restric¬ 
tive monetary and fiscal policy. 

The outlook for 1981 is not much 
more promising. The domestic economy 
is expected to continue in low gear, with 
real GNP projected to rise only margi¬ 
nally. Still, the balance-of-payments 
deficit is expected to widen and spur a 
further increase in external debt. Finan¬ 
cial assistance from the International 
Mo eiary Fund and I he World Bank, how¬ 
ever, will preclude any deficit-financing 
problems. 

The weakness that characterised the 
Philippine economy last year was the 
result of three basic influences: sharply 
higher oil prices, which bcosted the 
1980 oil import bill to $2.2 billion from 
$1.4 billion in 1979, despite a small drop 
in import volume: disastrously low export 
prices for copra and coconut oil, which 
cut into cash incomes throughout the 
Philippines; and the rcstrictivencss of 
domestic monetaiy and fiscal policy, 
which was aimed at reducing inflation 
and the external-payments deficit and 
which was also in compliance with the 
terms of a two-year standby agreement 
with the IMF. 

Mixed Bag 

The 4.7 per cent growth in 1980 was 
led by an expansion of mining production, 
which posted 9.2 per cent growth last 
year “-stimulated by high prices for gold 
and copper and fast growth of the 
utilities. An advance of 6.8 per cent in 
farming, fishing, and forestry also helped. 
But the pace of manufacturing growth 
declined slightly, owing to weakness in 
the consumer-oriented industries- And 
the performance of the construction and 
transportation sectors was also down. 

Despite the domestic sluggishness, con¬ 
sumer prices rose at a 17.8 percent 
year-over-ycar rate in 1980, after an 
18.8 per cent rate of price rise in 1979. A 
contributing influence was the Govern¬ 
ment’ spolicy of passing higher crude im¬ 
port prices through to consumers. 

The restrictive monetary policy last 
year held the rate of money supply (M2) 
growth to just under 18 per cent. With 
an inflation rate of roughly the same 
magnitude, liquidity was squeezed, and a 
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fairly large number of iirnis fell iitio 
financial difficulty. This triggered credit 
assistance to firms and was in turn ^ 
followed by the Philippine central bank’s 
approval of new interest-rate regulations. 
Effective July 1, 1981, ceilings will be 
lifted from time deposits and from debt 
with terms of more than two years. 
Debt of less than two \ ears’ maturity 
will continue to be subject to ceilings, but 
even these appear provisional. These mea¬ 
sures reveal a desire to maintain relatively 
high interest rates to minimise speculation 
and bolster savings in the face of high 
inflation, and to encourage longer-term ^ 
lending by the commercial banks. They 
complement the terms of the 1980-81 
IMF standby agreement, which calls for 
ceilings on domestic credit growth and 
on other financial variables, as well as 
ceilings on external loan commitments. 
And they have been accompanied by 
other financial-jector reforms aimed at 
increasing financial institutions’ flexibility 
and efficiency. 

1 he Phi ippinc external accounts suffer¬ 
ed badly last year. The trade deficit 
widened to $2.1 billion from $1.5 billion 
in 1979, and wiih a deterioration in net 
services earnings- owing largely to higher 
interest payments on cxlcrral debt—the 
current-account gap expanded to $2.4 
billion from $1.6 billion a year earlier. 
The major cause of the worsening was 
the higher cost of 74 million barrels of 

Phllirpines : Economic Indicators 


1977 

1978 

1979 

1980 

est. 

Real GNP 

Growth, % 5.7 

6.3 

5.8 

4.7 

Consumer Price 
Rise, % 7.9 

7.6 

18.8 

17.8 

Current-Account 
Balance (million 
dollars) —827 - 

-1,274 

“-1,561 

-2,400 

External Debt, 

Long-Term 

(million 

dollars) 5,554 

6,838 

9,778 12,279 


imported oil. Indeed, the $2.2 billion 
1980 oil import bill could have been far, 
higher were it not for the 1.6 per cent 
drop in import volume. On the plus side, 
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strong sugar export earnings compensated 
for depressed coconut oil receipts, and 
f manufactured exports—^which now ac¬ 
count for almost one-third of total 
exports—increased by 34 per cent. 

The expanded current-account gap 
resulted in a net addition to external 
debt last year of $2.5 billion, and the 
Philippine debt-service ratio reached 
18.7 per cent. The 1980-81 IMF standby 
eased the deficit funding by providing 
S338 million, over and above $1.2 billicn 
in other medium-and long-term loans. 
In addition, the World Bank extended a 
$200-miUion progiamme loan. 

The domestic economy is not expected 
to experience any significant rebound this 
year. Commodity prices lemain weak, 
Government policy continues restrictive, 
and high oil prices are still taking their 
toll. Overall, inflation-adjusted econo¬ 
mic growih of about 5,8 per cent is 
officially forecast. Externally, the cur- 
rent-account deficit for 1981 is expected 
to expand slightly- perhaps to about 
$2.7 billion. Again, the cost of imported 
^ oil will continue to be the chief contri¬ 
butor to the sustained external-account 
deterioration. The 1981 oil bill is fore¬ 
cast at $2.7 billion. 

Negligible Oil 

Prospects for domestic oil output ofler 
little relief. Domestic oil production has 
dwindled to a mere 4,000 barrels per 
day, and although two ntw oil fields are 
scheduled to come on stream later this 
year, their combined output is projected 
at only 60,(K')0 barrels per day. All told, 
Philippines’ domestic oil reserves are 
^ not ever likely to be able to satisfy more 
than 15 per ccnt-20 per cent of domestic 
oil needs. 


pines^ debt-service ratio is expected to 
remain moderate through 1983. 

While the pace of economic growth in 
the Philippines in the 1969-79 period 
averaged 6.1 per cent per annum, well 
above the 1980 and current growth rate, 
even this performance was poorer than 
that of most other East Asian countries 
over the same 10-year period. 

In contrast to the relatively lackluster 
economic climaie, the political situation 
has been turbulent. A chain of events 
was set in motion after President 
Ferdinand Marcos announced an end to 
martial law on January 17. The move 
was followed by a plebiscite to replace 
the parliamentary form of Government 
with a strong presidential system which 
won approval on April 7. The focus is 
now on June 16, when presidential 
elections are scheduled. President Mai cos 
is projected to win reelection, which will 
continue his political leadership for ano¬ 
ther six years. Nonetheless, there is 
opposition to Marcos’ rule, and several 
groups appear to be testing the limits of 
liberalisation in the wake of the lifting 
of martial law. Labour, for one, is 
stirring, and several strikes have a heady 
been called. The Philippines’ actual 
economic perforn ance in 1981 is thus 
subject to the course of political, as well 
as economic events, whose outcome is 
still unknown. Yet ihc P/iilippincs' sound 
economic management offers the hope of 
stable, if not rapid, economic growih in 
1981 and be>ond. 

Source: International Finance. 


ADB Grant to Pakistan 


. ' . ff,, 

forest productivity in ttiese two pnnd||tN 
timber-producing provinces. | 

Due to shortages of raw mateiitl^ 
Pakistan's wood-based industries 
generally operating well below full ca^ 
city, and the bank's technical assistai^ 
is one of several o.i-going projects hi ^ 
forestry sretor which are being assistii 
by multilateral or bilateral aid agencies. 

Specifically, the bank-financed stuc 
will cover : (i) intensifying forest manag 
nient activities in selected tree plant 
tions in Punjab to improve timber ai 
fuel wood yic d ; (ii) the introduction * 
appropriate methods of timber extracts 
and transpoit in the high elevation coi 
fer forests of NWFP; (iii) the improv 
ments required in timber conversion at 
processing to maximise utilisation; <i 
improvements in regeneration practio 
for both conifers and broad-leaved sp 
cies;(v) current marketing practices at 
possible improvements ; and (vi) tl 
possible approaches to involving coi) 
munities in reforestation activities. 

Joint Project 

The cost of the technical assistant 
will be shared between the bank and tl 
Food and Agriculture Organizatk 
(I AO), and it is envisaged that the lath 
will field the required tea n of exp r 
for the study in \iew of L’AO’s experien* 
in forestry project preparation woik i 
Pakistan. 

The technical assistance will requij 
about 16 man-months consultant set 
vices with expertise in the fields of silvl 
culture and pLmtaiions, loguing am 
transport, limber-product m Tketing 
wood processing, and economic and fid 
ancial analysis. 


Funding of the 1981 external deficit will 
once again be aided by the IMF and the 
World Bank. The IMF standby will 
provide $195 million and a second World 
Bank programme loan of $200 million is 
expected. Furthermore, the IMF’s ceiling 
on 1-12-year borrowings has been raised 
to $2.05 billion, including $350 million 
in added financing for a nuclear power 
plant. The Philippines’ total debt-service 
i^ratio in 1981 is not expected to rise from 
its 1980 level. Indeed, despite its rapidly 
rising debt-servicing costs, the Philip¬ 


Tiifc’ Asian Development Bank has ap¬ 
proved a technical assistance grant to 
help finance a feasibility study of a 
Forest Development Project in Punjab 
Province and Northwest 1 rentier Pro¬ 
vince (NWFP) in Pakistan. 

The study will assess the potential for 
substantially increasing timber yield in 
selected tree plantations of Punjab and 
conifer areas of NWFP. The study will 
also cover current constraints on overall 


The executing agencies for the technl 
cal assistance will b the Punj.ib Provia 
cial Forest Department and the NWFl 
Forest Development Corporation. Th 
Ofiice of the Inspector General a 
Forests in Islamabad has agreed to co 
ordinate and monitor the study for botl 
provinces. 

The team of consultants will commenci 
work in September 1981, and a feasibility 
study will be submitted to the bank b] 
January/February 1982. 
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View 


Employment 

M. M. Varughese 


Generation 

Through 


the Plans 


I 


According to tho author it is difficult to estimate precisely the 
unemplyment in the economy. In the absence of dependable estimates 
of unemployment, a meaningful planning for full employment 
becomes Impossible. Planning cniails reliable date In the absence 
of this data, attainment of full employment within a specified time- 
frame becomes difficult. 


PROGRiiSsivT, reduction in the incidence not unaware of the ‘brighter’ side of 
poverty and unemployment in the unemployment as a potential reserve for 
.Jfjountry is one of the objecti\cs of (he development ' 

|fflxth Five Year Plan (1980-85). The One of t’c reasr>ns for the deterioration 
l^iaft Sixth Five Year Plan Irame-work, jjf cmployir.cnl situation .s said to be 
while dealing with the progiam i.c thrusts, reliance placed on a high capital- 

l^eclared in unmistakable terms tliat “the abour ratio for new investments in earlier 

|/tlost challenging task tacii g the country plans. As the techn )logy adopted is not 
day is the generation of adequate uniform and factor proportions arc not 
jppportunities for gainful employment tor fixed, except in the modern sector, the 

Mill cnr'fii'tnu nf thf' 


sections of the population". The 
y aumber of unemployed and undvr-emp- 


i^oyeJ 1 


persons has been rising significantly 
‘^ver the last Five Year Plan periods and 
iiighcrcforc employment planning is the 
of the hour. 

^ There had not been any conscious 
brt till 1977 on the part of planners at 
sneration of employment. It was ex¬ 
ited that employment-generation would 
jjbe achieved automatically alongside the 
growth of national output. Therefore it 
not considered ncccssaiy to parti- 
^cularly emphasise employment-creation 

f Hnd deliberately strive for it. However, 
employment did not increase at the rate 
^necessary to absorb the backlog of un- 
i^mployment and the annual additions to 
stock of unemployed. Uncinploy- 
ittaent has been increasing even in recent 
■^imes despite the emphasis placed on 
iviSevelopment of vilhige and small-scale 
industries and employment-oriented pro- 
Ij^rammcs. Figures given in Table I bear 
^his out. 

Unemployment is often talked about 
relation to the state of poverty it 
[genders. Though Gunnar Myrdal looks 
unemployment as a curse and cause 
f poverty and low levels of living, he is 


capital-labour ratios adopted are widely 
divergent in diffe;cnt industries and even 
in agriculture. In this situation, the 
volume of investment and the resultant 
employment generation cannot be mean¬ 
ingfully related. Also, as the Sixth Five 
Year Plan (1980-85) document has pointed 
out, ‘almost all industries and most of 
the major infrastructure activities which 
have high capital intensity are very 

Taulf 1 

Estimated llnemployinent 

(In million person years) 


1971 1978 1980 


Chronic unemploy¬ 
ment 

Weekly status un¬ 
employment 
Daily status un¬ 
employment 


3.61 4.37 12.02* 


9.45 11.19 12.18 


17.45 20.56 20.74 


*Out of this 4.19 million have gainful 
subsidiary work. 

Source: Draft Five Year Plan 1978-83; 
Table 4.1 and 4.2; Sixth Five Year 
Plan (1980-85) Table 13.2 
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deficient in terms of employment genera¬ 
tion.’ The failure of investment to create 
adequate employment opportunities, plan 
after plan, is brought out by the number 
added to the unemployed every plan ^ 
period. Puttaswamaiah® has attempted 
an estimate which is given in Table 11. 

Failure of Planning 

The 1978-83 (Janata Governments) Plan 
confessed that “the most important 
objectives of planning have not been 
achieved, the mOi»t cherished goals seem 
to be almost as distant today as when wc 
set out on the road to planned develop- 
meni". Achievement of full employment 
is one of the cherished goals. However, 
according to the Sixth Five Year Plan 
(1980-8,5), employment to the extent of 34 
million standard person years would be 
created during the Plan period which 
will almost match the increase in labour 
force defined as persons of fifteen years 
age and above. If all the new employ¬ 
ment is on full-time basis, then the total 
jobs created will accommodate all in¬ 
crease in labour force. However, if all 
the newly employed are not on full-time 
basis, then there will be greater absorp¬ 
tion and the existing backlog of unemp¬ 
loyment will be reduced. 

The backlog of unemployed would ^ 
still be substantial, say 40 million at the 
end of the Sixth Plan. Though reserva¬ 
tions can be expressed about some of the 
figures indicated in Table II, there is 
no denying the fact the unemployment 
has been increasing over time®. To meet 
this situation, the Central and State 
Governments took up a number of 
schemes without sufficient regard to the 
contribution these schemes could make to 
the growth of national income. 

While, the employment guarantee 
scheme of Maharashtra, employment 
affirmation scheme of Karnataka, right 
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to work programme of Gujarat and 
antyodaya programme in Rajasthan were 

I conceived and are being implemented at 
the State level, those schemes taken up 
at the Central level include the Crash 
Programme for Rural Employment, the 
Small Farmers Development Agency, the 
Marginal Farmers and Agricultural 
Labourers Programme and the Drought 
Prone Areas Programme. 

Chronic Problem 

^ These are all essentially employment- 
i generation schemes. The emphasis 
placed on employment generation, in this 
manner, betrays the influence of Keyne¬ 
sian thinking and the famous ‘‘digging 
holes and filling them up*' philosophy 
propounded by Keynes in the depression 
years of the thirties. As Schumpeter has 
pointed out "practical Keynesianism is a 
seedling which cannot be tiansplanted 
into foreign soil; it dies there and become 
poisonoois before it dies”. The nature of 
unemployment in our country being quite 
Afferent from that in Keynes’ pre-war 
Britain, a policy of this type cannot solve 
our problems. It is good to remember 
that unemployment is chronic in our 
country and is occasioned by the de¬ 
ficiency in capita] resources, while in the 
developed countries cyclical unemploy¬ 
ment is caused by deficiency in effective 
demand. 

Are the data relating to estimates of 
the backlog of unemployment, net addi¬ 
tions to labour force, and jobs created 
meaningful in the formulation of new 
schemes? There arc diificulties in mea¬ 
suring unemployment in. developing 
^ countries. The figures relating to regis¬ 
trants in employment exchanges cover 
only those who voiiintarily register with 
them; all unemployed persons do not 
seek the assistance of employment ex¬ 
changes. Also there is no consensus on 
the relationship between the number of 
registrants in the employment exchanges 
and the actually unemployed. While, 
according to the Planning Commission, 
only half the number of registrants the 
employment exchanges are to be tttken 
as unemployed, as per the preliminary 
pi^urvey of urban unemployment under¬ 
taken by the National Sample Survey in 
1953, "only about 25 per cent of the 


unemployed persons had registered them¬ 
selves with the employment exchanges”. 

The latter view has received implicit 
support from some writers^ and If is 
pointed that ‘far from being exaggera¬ 
tions, the employment exchange figures 
in their Jive registers may well be under¬ 
statements, for only those persons who 
regularly renew their registrations, every 
two months, find a ^lace in their registers 
and those who fail to do so are left out, 
even though they may remain unemploy¬ 
ed.’ Thus opinions vary as regards the 
accuracy or reliability of unemployment 
data thrown up by the employment 
exchanges. The same is the case with the 
data from National Sample Survey. The 
different surveys of unemployment have 
not used the concept of unemployment 
rigorously with the result that the esti¬ 
mates so worked out cannot take us 
very far in our search for reliable un¬ 
employment figures. 

Even if all information from various 
sources® is pooled together, we would be 
leaving out a sizeable chunk of the 
unemployed who cannot be brought 
under any measuring rod. The rural 
unemployed who will not figure in the 
unemployment data compiled by the 


urban unemployment exchanges, 
self-employed who do not enter § 
employment market and the 
workers who do not seek work outllf 
and are un-willing to move out of di| 
respective villages would thus be left b 
of reckoning, unless the various conce^ 
used are clearly defined and efforts miN 
to coverall shades of unemployed At 
underemployed. This is too much l 
expect with the weak data-base as far i 
unemployment figures are concerned. 


The conceptual difficulties in estima 
ing unemployment are understandable, 
is also true that these difficulties stoc 
in the way of an adequate appreciatk 
of the problem and hindered the cvol 
tion of appropriate remedies. Accordit 
to the 1978-83 Plan, the quantitative esi 
mates of the backlog of unemploymci 
and of employment potential indicated j 
the Second and Third Plans were mi 
leading and consequently specific targe 
were not spelt out for reducing unen 
ployment in the Fourth and Fifth Plan 
Here we are trying to wish away a re 
problem by refusing to countenance j 
dimensions. The figures in respect of tl 
backlog of unemployed worked out by tl 
Committee of Experts on Unemploymci 


Table II 


Employment Generation in the Plans 

(In millioi 


plan 

Backlog 
of employment 

New entrants 

Employment 

provided 

Gti 

1 

2 

3 

4 

4 

1 St Plan 
(1951-1956) 

3.3 

9.0 

7.0 

A 

2nd Plan 
(1956-1961) 

5.3 

11.8 

10.0 

7; 

3rd Plan 
(1961-1966) 

7.1 

17.0 

14.5 

9. 

Annual Plans 
(1966-1969) 

9.6 

14 0 

110 

12. 

4th Plan 
(1969-1974) 

12.6 

- 32.0 t 

18.0 

26. 

5th Plan 
(1974-1978) 

26.6 

44.0 t 

32.0 £ 

38. 


t —Estimated £— Calculated. 
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fflptmates (1970) or any other agency 
Planning Commission or ihc NSi:0 
also be deemed ‘misleading*. The 
^'^Imber of the usual status unemployed 
^thc country in March 1980 is estimated 
j'ig 12.02 million vhile the weekly and 
ll^ly status unemployed are esfimated 
12.18 million and 20.74 million res- 
l^/ictivcly. How do these estimates com- 
il'irtre with estimates worked out by in- 
^^^jdual researchers in this area ? These 
v:;g4d many other questions would need 
be answered sjtisfactorily, before these 
mimates can be taken at their face 


Precise Connotation 

OThcre is no consensus about the precise 
'Annotation of ‘unemployment’ nor is 
l^reany universally accepted definition 
|Jr unemployment. According to Rcd- 


|i|away, unemployment is not a meaning- 
concept in the Indian context. This 
Wfencept is also not very specific especially 
the rural environment of India. Still 
•^tjlovcrnment has been rclv ing on one or 
'|ther estimate of unemployment for 
O^rposes of plunning. No estimates 
unemployment in the economy as 
afl whole were attempted in ihc First 
^<P(^ivc Year Plan, as the extent of uncm- 
fii;lo>ment and the chronic under- 
it^ployment in the rural areas were difli- 
t|gnU to estimate.''* As regards the sub- 
lii^quent Plans, the difficulties encountered 
.^Ibiave been brought out in the Fourth Five 
' ijgfear Plan in the following words. “In the 
^ rtwast the Planning Commission used to 
( ckresent estimates of the backlog of un- 
>tj1i|nploymeni at the beginning of the Plan, 

‘ yfjSf the estimated increase in the labour 
t'norcc during the Plan period and of addi- 
> t')blonal employment likely to be created 
tiiltrough implementation of the Plan. 

In view of the considerable divergence 
opinion regarding the appropriate 
0 ,|ncfinitions of and suitable yardsticks for 
k*Vicasuring unemployment and under- 
llj^ployment in the rural and urban 
V.J^lrcas and in view of the widely differing 
Jt^nagnitildes of unemployment worked out 
the basis of various sources such as 
Sphe Census, the National Sample Survey 
Ifl^d the employment exchange data, it 
j jiwas felt that the various aspects needed a 
wwloser scrutiny.”’ The Draft Fourth Five 
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Year Plan also had echoed the same view 
when it said that excepting the estimate 
of increase in work force which was re¬ 
lated to demographic data, the others were 
admittedly rough e timates. “There were 
inheient difficulties in estimating the em¬ 
ployment potential of the vast range of 
projt cts and programmes planned during 
a period. .An estimate of the total em¬ 
ployment created during the Plan period 
was thus in the nature of a guess. The 
estimates carried over from Plan to Plan 
appeared less and less firmly based.”* 

Apart from these deficiencies, unem¬ 
ployment has numerous manifestations 
which have to be taken care of. Open, 
disguised, voluntary, involuntry, seasonal 
and frictional unemployment are only few 
among them. These arc by no means 
homogeneous groups and therefore it is 
difficult to agree on a weighting of these 
different types of unemployment to arrive 
at a total f>guie: it is equally, if not more, 
di” cult to at rive at an acceptable unit 
of measurement, be it ‘wage-unit’ or 
any other measure.® 

Unrealistic Estimate 

The absence of any well-defined concept 
of labour force and the non-availability of 
reliable statistics relating to it makes the 
available estimates of unemployment un¬ 
realistic. As pointed out by ihe Expert 
Committee on Unemployment Estimates, 
the limitations of the estimates of un¬ 
employment are inherent in the socio¬ 
economic conditi«)ns of the country. The 
Sixth Five Year Plan (1980-85) suggests 
that there has to be disaggregated exami¬ 
nation of the different segments of the 
unemployment to find a meaningful solu¬ 
tion to this complex problem.^® 

The Committee of Experts on Unem¬ 
ployment Estimates has pointed out" 
that the estimates of labour force, addi¬ 
tional employment created and unemploy¬ 
ment at the beginning or end of a Plan 
period presented in one-dimensional 
magnitudes arc neither meaningful nor 
useful as indicators of the economic situa¬ 
tion and that the method adopted by the 
Planning Commission so far might be 
given up. This Committee also expressed 
reservations about the NSS estimates 
as well. 

There arc a number of authors who 
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hold views similar to the one held by the 
Expert Committee referred to above about 
the concept of unemployment and its *• 
measurement. It has been pointed out 
that the concept of employment is noto¬ 
riously vague. The criteria of wage, pro¬ 
ductivity etc. cannot be used to decide 
whether one is employed or not. The 
concept has to be related to some notion 
of the ‘value* of work; this value would 
vary depend ng on the persons from whose 
point of view the w'ork is evaluated. Em¬ 
ployment cannot therefore be defined in 
terms of physical activity, as such person ^ 
can be rich and still be unemployed; 
another can be employed and still be 
poor. It IS also not always possible to 
marry the production, income and value 
aspects of employment on one side and 
employment and poverty on the other. 

The measurement of unemployment has 
not received much attention in the writ¬ 
ings of masters, though considerable im¬ 
portance was assigned to employment in 
thp General Theory by Keynes. He was 
concerned with ‘productive contributions’ 
while evaluating employment. Though 
weighting of different types of employ¬ 
ment with different productive contribu¬ 
tions to arrive at a total figure of em¬ 
ployment was absolutely necessary, mea¬ 
surement of employment was treafed as 
a trivial problem in the circumstances 
then existing. 

Possible Definition 

Is it possible to define and measure 
unemployment ? Unemployment has 
been defined as ‘a state of being without 
fruitful work’. All those who are not at 
work but are seeking work or are avail- ^ 
able for work must be said to be unem¬ 
ployed. While measuring employment, 
production income and value aspects have 
to be kept in view; all the same, it has 
to be viewed ‘in term of the perception 
of people caught by the statisticians 
‘slide rule’. 

The preceding discussion goes to show 
that it is difficult to estimate piecisely the 
•unemployment’ in the economy. There 
is also much evidence that the number of 
people wanting work varies with the 
amount of work available.^® Meaningful 
planning for cmi loyment generation to 
achieve ‘full employment* in the near 
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future h rendered dif&cuit m the alienee 
of precise estimates of unemployment. 
Planning entails reliable data or at least 
dependable estimates. In the absence of 
any of these, planning for full-employ¬ 
ment in a specified time-frame is an 
Hercuhan task. 
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Carpet Industry's Problems and Prospects 

Dr Ziauddin Khairoowala 


With the growing demand for carpets in the international markets, it 
is unfortunate that there should have been a fall in their manufacture 
in India mainly because of shortage of raw materials. But there are 
many other constraints which the author, who is Assistant 
Professor of Commerce, Post-graduate Department of Commerce. 
New College, Madras, enumerates in this article. 


Thh CAKPKi industry is an important 
village industry in India. Jt is primarily 
concentrated in the ihrcc States of Uttar 
Pradesh, Rajastan and Jammu & Kash¬ 
mir and to a smaller extent in Allore and 
Warangal in south India. In these places, 
it is an age-old occupation of rural labour 
and provides employment practically 
round the year to an estimated three 
lakh people. 

A major centre for the manufacture of 
hand-knotted woollen carpets is the 
Mirzapur-Bhadoi belt in eastern UP, 
where 90 per cent of the total national 
production takes place. The remaining 
10 per cent comes from different places, 
such as Kashmir, Jaipur, Agra, Gwalior 
and Amritsar. 

In addition, three large units, namely, 
Bharat Carpets, Modi Carpets and Tuf¬ 
ted Carpels and Woollen Industries, have 
emerged as manufacturers of machine- 
made carpets. The production of each 
sector separately is not available for the 
past two years. However, the total pro- 
duciion of woollen hand-knotted carpets 
and machine-made carpets decreased 
from 8.C4 million square metres in 1974- 
75 to 7.20 million square metres in 1977- 
78. This fall occurred mainly because 
of the shortage of raw material. The 
output of machine-made carpets also went 
down. 

With the growing demand for carpets 
in the international markets, the exports 


from India have been increasing steadily. 
It is evident from the available statistics 
that the quantity exported went up to 
38.40 lakh square matres in 1976-77 from 
17.84 lakh square metres in 1969-70, show¬ 
ing an overall increase of 115.7 per cent. 
Similarly, the value earned increased fjom 
Rs 113-29 crores in 1969-70 to Rs 618.18 
crores in 1976-77, indicating an overall 
increase of 454.5 per cent. The rate of 
increase in value earned was much higher 
than the rate of increase in quantity ex¬ 
ported. 1 his was due to the increase in 
unit price. 

Indian carpels are exported to 20 coun¬ 
tries. The principal buyers are West 
Germany, the USA, Switzerland and 
Sweden. West Germany alone accounted 
for more than 50 per cent of the imports 
of carpets and druggets from India, 
followed by the other three countries in 
that order. The other impor ant markets 
for Indian carpets are the USSR, the UK, 
Belgium, Denmaik, Netherland, Canada, 
Australia, Poland and Hungary, each 
accounting for about two per cent of 
our exports. 

The table on page 1422 shows India 
carpet exports to various countries for 
the years 1969-70 and 1976-77. 

It may be noticed from this table 
that a major change took place in the 
ranking of markets for Indian carpets. 
In 1969-70, the USA was the top importer 


of Indian carpets, the UK, Canada I 
West Germany ranking second, thirdi 
fourth, re.spectively. In 1976-77, howet 
West Germany emerged as the top-m 
market for the Indian carpets. 

To boost production there is sufiid 
scope for modernising the looms i 
equipment and also the sheds used by < 
Indian weavers, because every big ho 
office, and the afllucnt sectois of 
society likes to have good quality carf 
for floor cove.ing. 

Indian hand-knotted carpets arc poj 
lar owing to ihe following reasons: 

1. They are increasingly becomin 
status syn bol because of their desi. 
and craftmanship. 

2. Indian craftsman are able to rep 
duce original Persian designs with gi 
exactitude. 

3. The demand for Pcisian carpet 
ever on the mere: sc and it is not posfj 
for Iran to cope with wor.d dtma 
Consequently, substantial demand ca|l 
shifted to India provided it can proa* 
the right type of carpets. 

4. Iran’s production has slowed dc 
in recent years owing to labour shortly 

5. Woollen carpets are valued bei 
even in the face of synthetic cai| 
first because wool is better for keep 
rooms warm; second, wool is considra 
firc-rcsistent and is a proof against sd 
sources of ignition such as a match oi 
burning cigarette; third woollen c 
pets are more durable than synthetic ( 
pets; and finally they are more econo, 
cal to maintain compared to synlh' 
carpets. (Tests conducted abroad h 
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r^plleo carpet r^uires 
fooing only mice a year for clean- 
purposes, whereas, the synthetic car- 
requires shampooing three or four 
s a year to maintain an acceptable 
larancc). 

Hand-knotted woollen carpets are 
md to machine-made woollen carpets 
ig to the variety of design and other 
to-order facilities. 

|)||rhe carpet manufacturers/exporters in 
yg^ia, however, are facing numerous pro- 
^^|ms. The most important of them arc : 
The raw materials supplied by the 
manufacturers arc generally found to 
inferior in quality. 

ii 

' India produces large quantity of 
0rse wool which has been traditionally 
f^jd in ih making of carpets and blan- 
Ti.e same type of wool is still being 
- Jpduccd and theic has bfen particularly 
' -jimprovement in the breed of sheep 
:ving thi* Iasi few decades. Indian car- 
arc mad of this coaise quality. This 
Aot has not helped in improving the 
jigc of Indian carpets in foreign coun- 

) ; J. The hand knotted carpet weavers 
1 -^4ndia arc facing severe hardships be- 
limited availability of raw 


: jjgfBC of the 

W ■ 
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miferials and the high prices they have to 
pay. 

4. There is paucity of good designs. 
In order to feed the industry with new 
designs of carpets, the Government of 
course, is establishing design centres at 
some important places. 

5. Capital plays a very important role 
in carpet exports. It was long felt that 
for want of adequate finance, small 
manufacturers could not export their 
goods. 

6. Indian weavers generally are not 
properly tiained in fine and quality weav¬ 
ing of carpets and to adopt changing 
trend in the fashion world as well as 
quality standards. In order to increase 
the number of skilled weavers the All- 
India Handicrafts Hoaid has decided to 
set up training centres for weavers at 
Bhadoi. 

7. Indian carpe’s fail to attract for¬ 
eign buyers for want of suitable publicity 
m foreign markt Is Suit ble steps should 
be taken for opening advertising and 
sales centres. 

In ihc last few years there has been 
some improvement in the technique of 
making carpets. Nearly the entire Indu¬ 
stry is using chrome dye, which have got 


Export of Indian Carpets—Countriwise 


1969-70 


1976-77 


m 


I'^tralia 

German) 

r 



Quantity 
Lakh sq. 
Mt. 

Value 
Rs Lakhs 

Value 
per Sq. 
Mt. 

Quantity 
Lakh Sq. 
Mt. 

Value in 

Rs Lakhs 

Value 
per Sq. 
Mt. 

1.37 

74.45 

54.34 

6.76 

103.43 

136.09 

1.98 

115.69 

58.43 

17.58 

3254.81 

13.95 

2.01 

167.40 

82.23 

1.01 

121.90 

12.69 

3.71 

180.60 

48.68 

1.14 

171.09 

150.01 

4.89 

438.88 

89.75 

5.90 

1157.69 

196.21 

0.43 

27.37 

63.65 

1.01 

160.75 

158.21 

0.25 

12.30 

49.29 

2.09 

148.75 

71.17 

1.07 

68.78 

64.28 

2.37 

420.73 

177.52 

0.04 

5.14 

128.50 

0.22 

24.40 

110.9 

0.40 

19.17 

49.42 

0.84 

122.38 

145.6 

0.30 

15.10 

49.06 

2.29 

194.84 

85.0 

0.16 

15.32 

.95.75 

6.32 

41.76 

138.50 

0.31 

14.23 

45.90 

2.39 

188.31 

78.80 

— 

— 

— 

0.30 

46.57 

155.23 


— 

— 

0.22 

24.58 

111.73 


— 

— 

0.05 

0.49 

98.00 
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good Ibstness to water and diemicid 
wash. The industry has also started 
making Persian designs. The main pro- ^ 
cesses involved in the manufacture of car¬ 
pets are : sorting, cording, spinning, 
washing, dyeing, designing, weaving, clip¬ 
ping and embossing. 

In order to mitigate financial problems, 
the UP Government has through the 
Uttar Pradesh Financial Corporation, 
launched a scheme, whereby exporters 
and manufacturers who have confirmed 
orders arc provided with a working capit¬ 
al loan upto Rs 1,00 COO on easy terms ^ 
for a peiiod of three years. 

In order to provide raw materials to 
small weavers and exporters, the UP 
Small Industries Corporation has esta¬ 
blished a wool depot at Bhadoi. Besides, 
the woollen yarn, cotton yarn and dyes 
will also be .sold there at fair prices. 

One dye and dry house is also proposed 
to be set up at Bhadoi by the State Indu¬ 
stries Department. Similarly, in order to 
feed the carpet industry with new designs 
the Slate Government proposes to set up 
design cenires too. ' 

To keep up with the increasing demand 
of carpets, the UP Carpel lixpoit Corpora¬ 
tion, the Wool and Woollen Export Cor¬ 
poration, the Handicrafts and Handloom 
Export Corporation and the Carpet 
Manufacturers Association are providing 
promotional facilities. 

'fhe Wool and Woollen Export Promo¬ 
tion Council should take greater interest 
in improving the quality of coarse Indian 
wool which is traditionally used for mak¬ 
ing carpets* The need of the hour is to 
set up a sheep bieedJng centre for improv¬ 
ing ti.e quality. The floor price for ex¬ 
port of carpets is very low. It must be 
increased substantially to ensure that no 
inferior carpet is exported. The incid-^'^!^^ 
cncc of freight on Indian carpets is higher 
than in the case of Iranian and Pakistani 
carpets. A formula should be evolved to 
reduce the burden of excessive freight on 
Indian carpets. A training centre with 
imported automation facilities should be 
set up in a place where carpet industry is 
primarly concentrated. The opening of 
designing centres and dye houses should 
be expedited. Further, efforts at export 
promotion should be redoubled in order 
to capture the fashion world. 
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Focus on industt 


Rural Workshops 


Product 

Vegetable ciatcs 
^ Fruit crates 
Wooden pallets 
Racks 


Hardev Singh 


Fruit Crate Shop 

Thh fruit and vegetable crate shop will 
produce wooden crates, 30 cm x 60 cm 
X 30 cm and 45 cm x 75 x 30 cm; 
wooden fiuits crates, 25 cm x 45 cm 
X 10 cm and 45 cm x 75 cm x 15 cm; 
wooden pallets, 90 cm x 60 cm x 25 
^cm, or according to customer specifi¬ 
cation : wooden racks and ladders. 
These products are essentially requited 
by farmers and shopkeepers. They 
may be easily produced fiom any type 
of cheap wood or even from \^aste 
wood of large saw mills in urban or ruial 
areas. The crates may be manufactur¬ 
ed by nailing together wooden strips. 
Phis type of plant should be set up in 
areas where intensive vegetable and 
fruit production takes place. Where 
better quality crates arc required in some 
^ cases for knocking down when empty 
and reassembly at the farm, then more 
attention should be given to wood speci¬ 
fications and manufacturing methods. 

The material required is any soft or 
hard wood and particularly waste wood 
from large woodworking or packaging 
industries. 

On an annual basis of 250 onc-shift 
working days the production volume 
would be as follows : 


othing : applying prime coat of paint, 
finishing coat and polishing : repairing or 
changing upholstery, door linings and 
headings and scat repairs. 

Such a service can become viable if 
there arc suflicient motor cars and buses 
in the area served by the market town. 
The tractor density of an area will not be 
important for this purpose, though tractors 
do require some body work at times. The 
How of traflic on a highway passing 
through the town will also not be import¬ 
ant, as highway users passing through a 
town do not use such a service. 

Machinery and Equipment Requirements 
of Fruit and Vegetable Crate Shop 


Expert assistance will not be requifni 
if the owner is a trained worker. On th< 
other hand, as this is a specialised wort 
links with other service units will be ne 
ccssary. Even before dent removinj 
starts, electrical wire or instrument con 
nections near the dent will some time 
have to be removed or disconnected. 1 
would therefore be useful to have specia 
lists available in these areas. Hence 
workshop cluster arrangement is ideal. ' 
Machinery and Equipment RequiromeOta 
of Body Repair Shop 


Estimat¬ 
ed Price 
Rs 


Units per year 

150,000 

150,000 

800 

200 


A plant of this type requires a covered 
area of 30 m x 21 m —630’* for the manu¬ 
facture of crates and an open area of 
30 m X 15 m =450 for storage of 
crates prior to delivery. 

Body Repair Shop 

This workshop will provide a specialis¬ 
ed service for the body work of automo¬ 
biles, trucks and buses. The main types 
mof service will include removing body 
dents, panel beating, shaping and smo¬ 


Dcscription of equip- Number 
ment required 

Stationary or hand 
operated cross cut saw I 
F^lancr and thickness 
planer 1 

Bandsaw I 

Assembly tabic I 

Vice 1 

Hand drill gun mild 
steel, 12 mm in diameter I 
Small tools, hammers 


Manpower Kcffiiirements of Fruit and 
Vegetalilc Crate Shop 

Number 

required 

Direct Labour 

Skilled 2 

Semi-skilled 8 

Unskilled 2 

Indirect Labour 
Accounts clerk (part time) 

Sales clerk, Supervisor 1 

Labourer 1 


Discription of 
equipment 


Number 

required 


Estimai 
ed Cot 
Rs 


Portable electric drill 
and buffer with ver¬ 
tical stand 
Portable electric or 
pneumatic nibbler 
Pedestal grinder with 
wheels, 20 cm, double 
ended 

Work bench with one 
vice (14-15 cm capacity) 
Garage jack 
Tripodaxlc .stands 
I arge .screw expan¬ 
der (adjustable) 

Spray paint set with 
spray gun 
Set of hand tools 


The shop requires a covered area 
nearly 50-80 sq. meters. 

Manpower Requirement of Body 
Repair Shop 

Labour Nun 


Owner, worker 
Pandl beater 
Semi-skilled worker 
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^TATE OF THE 
pCONOMY 


^^rada Dafidt in 
PS80-81 

TRADK deficit for 1980-81 
"V^.ias crossed the Rs 5,000-crorc 
Ilil Jnark and touched an estiinat- 
\, V (d Rs 5.205 crore, exceeding 
J?*^hc 1979-80 deficit of Rs 2,233 
Mjjin tore by 133 per cent, accord- 
^irglg to provisional figures of 
;|^breign trade available. 

The exports in 1980-81 have 
/^hown an increase of nearly 
-1 1 per cent over the previous 
The export earnings are 
jfwrovisionally placed at Rs 
MS 1,578.41 crore compared with 
5,998.64 crore in the 
V ♦revious financial year. 

The import bill, on the 
^**Sthcr hand, has shot up by 
'af.^3 per cent. The value of 
-tf-mports in 1980-81 is put at 
^ 11,783.29 crore again.sl Rs 

■^*,231.32 crore in the previous 
/ car. 

The trade deficit for 1980-81 
li'rased on provisional figures 
^ far in excess of the deficit of 
C >vcr Rs 4,000 crore projL*cied 
“The Fconomic Survey” 
^ or 1980-81 issued before the 
^;981-82 Central budget. The 
survey had assumed imports to 
^iTxoecd Rs 11,000 crore. An 
l^ttport of about Rs 7,3CK) crore 
iffias implicit in the oflicial 
^^imatc. 

Commerce Ministry sources 
jJ^re confident that the export 
*^%inttmings in 1980-81 will reach 
target ofRs 7,100 crore 
t^phen final figures become 
Ijt^ailable. 

For 1979-80. the export 
^jSfcfnings are finally placed at 
6,458.76 crore. The im- 
hjPort bill, on the other hand, 

of the order of Rs 8,907.88 

jj#rorc. 

"'it Barring a fall in the export 
amings from spices, marine 
loducts, sugar and leather, 
kports some other major 
Ems have shown an increase. 


These included tea, coffee, 
cashew kernels, engineering 
goods, processed foods, HPS 
groundnuts, raw cotton, iron- 
ore, mica, jute goods, sports 
goods, chemicals, plastics, 
gems and jewellery. 

Fxport earnings from tea 
during 1980-81 have increased 
10.3 per cent to Rs 424.49 
crore from Rs 384.69 crore in 
the previous year. UPS 
groundnuts, on the other 
hand, have fetched foreign 
exchange of Rs 62.97 crore 
against Rs 13.74 crore, re¬ 
presenting a jump of 358 per 
cent. 

Iron ore exports are higher 
by 16 per cent at Rs 327.43 
crore again.st Rs 282.50 crore. 
Groundnut extractions export 
is worth Rs 72.48 crore against 
Rs 65.04 crore—an increase of 
11.5 per cent. 

1 or other items showing a 
rise in exports, figures for the 
full year arc not yet available. 

Fxport earnings from sugar 
during 1980-8’ have declined 
to Rs 35.97 crore from Rs 129 
crore in the previous year. 

All these figures are provi¬ 
sional and subject to revision 
as full data become available 
in the corning months. 

Incentives for 
Electronics Industry 

To promote the growth of 
electronics industry in the 
country, the Government is 
providing various fiscal incen¬ 
tives including tax exemptions 
to a number of electronic pro¬ 
ducts and components. The 
depreciation allowance on 
capital equipment for the 
manufacture of electronic 
equipment and components 
has been increased from 10 
per cent to 20 per cent. Tn 
addition, broadcast television 
receiver sets, radios (including 


transistor sets) and ampliflets 
or any other apparatus used 
in public address system have 
been excluded from the 1 Ith 
Schedule of the Income Tax 
Act, 1961 through the current 
budget. 

The above segments of the 
electronics industry would thus 
be eligible to the benefit of 
investment allowance at the 
rate of 25 per cent of the 
actual cost of machinery and 
plant in the computation of 
taxable profits. In the current 
budget, electronic components 
and raw materials; computers 
and peripherals, communi¬ 
cation equipment, process 
control instrumentation, in¬ 
dustrial and professional grade 
electronic equipment have been 
included in the 9lh Schedule 
of the Income Tax Act, 1961 
through which priority status 
has been accorded to this 
industry. 

Tax Benifits 

With this provision the 
above segments of the electro¬ 
nics industry are eligible to 
the benefits of in ter-corporate 
dividends; imd exemption from 
wealth tax in respect of the 
initial issue of equity shares of 
companies manufacturing 
those items for five a.ssessmeiit 
years without any ceiling 
limit. 

The exemption from wealth 
tax on the initial issue of 
equity share would encourage 
direct investment, while the 
benefit of exemption from tax 
on intercorporate dividends 
would help existing units to 
diversify into the electronics 
area. Complete tax holiday 
for the elcclronics industry in 
the export promotion zone 
i.e. Sanlacru? Electronics Ex¬ 
port Processing Zone (SEEPZ) 
has also been accorded in the 
current budget. With this, 
more export oriented units 
would be set up in the SEEPZ 
enabling accelerated invest¬ 
ments. 

The import duty on a 
number of capita] equipment 
and components required for 
electronics industry has been 
reduced. Import duty on 
specified components and 
piece parts for selected equip¬ 


ment has been reduced to 
make them competitive. 

Rupee* Pound 
Exchenge Rote 

The Reserve Bank of India 
announced on June 5, an 
upward revision of the rupee 
by 1.78 per cent in relation to 
the pound sterling. The spot 
buying and selling rate are so 
fixed to give a middle rate of 
Rs 16.90 per pound sterling 
compared with the existing 
rate of Rs 17.20. 

Marketing of 
Perishables 

Measures for improvement 
of marketing of perishables, 
like fresh fruit and vegetables, 
with a particular reference to 
planning and designing of 
markets were discussed at a 
four day workshop at Ranchi. 
The workshop organised 
by the Market Planning and 
Design Centre (MPDC) of the 
Directorate of Marketing, 
Ministry of Rural Reconstruc¬ 
tion from June 3 to 6, 1981 
was inaugurated by Mr 
Baleshwar Ram, Mini.ster of 
Slate for Agriculture and 
Rural Reconstruction. 

The MPDC^ is a special 
project assisted by United 
Nations Development Pro¬ 
gramme (UNDP) and executed 
by the Food and Agriculture 
Organisation of the United 
Nations (FAQ). Its work 
relates to planning, designing, 
lay out and operation of whole 
sale markets, producer’s mar¬ 
kets and rural assembly 
markets. Its also works on 
evolving simple standards of 
quality and size and improved 
containers and packaging 
techniques for selected fruit 
and vegetables. Its work 
further relates to developing 
a marketing information 
service network and improv¬ 
ing the market management 
by imparting training in rele¬ 
vant disciplines. 

The MPDC has so far 
prepared lay out plans for 
new markets in Delhi, 
Hyderabad, Indore, Jaipur and 
Raipur, surveyed markets in 
Bombay, and Gwalior and 
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has studied the retail market 
system in the Union Territory 
jof Delhi, it has already 
developed provisional stan¬ 
dards of quality and size for 
apples, bananas, oranges and 
onions and a market informa¬ 
tion system in the New Azad- 
Pur Market of Delhi. 

Csmant for Small 
Industries 

The Government has decided 
to reserve 10 per cent of the 
^ment allotted to Stale 
(Covernments for exclusive 
use of the small-scale industries 
sector with effect from the next 
quarter beginning, on July 1, 
1981. The allocation of cement 
to small-scale units is made by 
the State Governments con¬ 
cerned from the quarterly al¬ 
location placed at their dis¬ 
posal by the Cement Controller. 
It is hoped that with this mea¬ 
sure adequate cement will be 
available for growth of small- 
scale industries sector and for 

healthy functioning. Mini- 
Pftfry of Industry is very closely 
monitoring the materialisation 
of new capacity of cement in¬ 
dustry and it is expected that 
a capacity of 22.69 million 
tonnes will materialise by the 
end of this Plan period. The 
capacity at the end of the Plan 
is, therefore, expected to be of 
the order of 46.80 million 
tonnes. With this capacity, 
the gap between demand and 
supply of cement in the coun¬ 
try will be bridged. 

Railway Oparations 

Operational innovations like 
l^he introduction of jumbo 
^akes and the reorganisation 
of wagon fleet in the recent 
past have enabled the railways 
to set new records of loading 
foodgrains and other freight 
commodities. In may this 
year, 1,536 wegons of sponsor¬ 
ed foodgrains were loaded 
every day on the Northern 
Railway alone against 1, 353 
wagons daily in March and 
1,480 wagons in April this 
year. Data for overall freight 
traffic also shows spectacular 
performance. In April and 
iillay this year, nearly 35 mil¬ 
lion tonnes of originating 
freight traffic was carried ag¬ 


ainst 30.41 million tonnes in 
the corresponding months of 
last year. In terms of wagons 
193,000 more wagons were 
loaded in April and May this 
year than in the cones ponding 
period last year. These ad¬ 
ditional wagons carried about 
4.5 million tonnes of freight in 
them. 

On the passenger front, too, 
innovations like the doublc- 
headed trains with more coa¬ 
ches and longer holiday speci¬ 
als have enabled the railways 
to set a new record of passen¬ 
ger traffic. In May this year, 
about 143 million nop-.subur- 
ban long-distance passengers 
were carried by the railways. 
This number is the highest for 
any month on record. 

Tribals in 

Dandakaranya Project 

Till February, 1981, 34,277 
acres of reclaimed land have 
been dereleascd by the Danda- 
karanya Project to the Govern¬ 
ments of Orissa and Madhya 
Pradesh for tribal settlement. 
In all, 4,161 tribal families 
have so far been settled on the 
land so dcrclcased. The tri¬ 
bals also enjoy the infrastruc¬ 
tural facilities created by the 
Dandakaraya Project in that 
area, particularly in the fields 
of irrigation, roads, education 
and public health. 

This was stated in the Lok 
Sabha recently by the Minister 
of the State for Supply and 
Rehabilitation, Mr Bhagwat 
Jha Azad in answer to a ques¬ 
tion on the implementation of 
policy decisions on Danda¬ 
karanya Project. Effective 
and expeditious settlement of 
displaced persons from former 
East Pakistan and integrated 
development of Dandakaranya 
with particular regard to the 
promotion of the interest of 
the area’s tribal population 
were the main objectives for 
which the Dandakaranya De¬ 
velopment Authority was set 
up in 1958. Provisons had 
been made in the various Five 
Year and Annual Plans for 
implementation of these ob¬ 
jectives and utilised accord¬ 
ingly. 

The Union Government was 
keeping in close touch and 


coordinated with the State 
Governments of Orissa and 
Madhya Pradesh in regard to 
the tribal settlement and de¬ 
velopmental activities under¬ 
taken by the Dan> ak ranya 
Project. Portions of the dis¬ 
trict of Koraput in Orissa and 
Bastar in Madhya Pradesh con¬ 
stituted the operational area 
of the pn\hct. Tribal and 
Harijan welfare in general was 
being looked after by the State 
Governments through their 
own concerned departments. 

Work-force in 
Public Enterprises 

There has been a three-fold 
increase in total work-force 
employed by the Central Pub¬ 
lic Enterprises, during the de¬ 
cade 1970-80, says a survey of 
the Bureau of Public Enter¬ 
prises. In the year 1970-71, 
there were 660,000 employees. 
In 1979-80, ihcir number 
increased to 17.55 lakhs. 
Alongwith the tremendous 
growth of employment op¬ 
portunities, there has also 
been a considerable increase in 
the variety of skilled personnel 
who produced a wide range of 
goods. 

A noteworthy feature dur¬ 
ing this period has been the 
taking over of a number of in¬ 
dustrially sick units from pri¬ 
vate sector with a view to pro¬ 
tecting the employees from 
unemployment. The number 
of such employees constitutes 
nearly 48 per cent of the total 
number of employees working 
in public enterprises. Since 
some of the erstwhile sick 
units have been restored and 
modernised, additional em¬ 
ployment has also been gene¬ 
rated in them. Apart from pro¬ 
viding avenues for increased 
employment, the enterprises 
have also helped in bringing 
about reduction in income 
disparities by pushing up the 
wage levels of the low-income 
groups without corresponding 
increase in the salaries of the 
higher-paid employees. 

By March 1980, 86 enter¬ 
prises provided housing facili¬ 
ties, though on a limited scale, 
to their employees. In the 
process of building townships, 
the enterprises have added 


nearly 500,000 housing uni^ jjl 
the country, thereby providt|i 
shelter to more than 25 /ajH 
persons. Besides maintaintlt^ 
townships, these enterprise 
also spent a sum of aboil! 
Rs ICO crores on social 
vices like education and xnedi{ 
cal care. ^ 

DVe Generation 

The Damodar Valley Corpo 
ration, under the Ministry 0 
Energy, has continued to main 
lain a high rate of growth ^ 
power generation. In M 4 ; 
1981, the corporation aebiev 
cd a spectacular increase of 
per cent in power output ove 
the corresponding month las 
year. The total gencratioi 
during the month was 516 mil 
lion units as against 317 mil 
lion units during May last year 
The rate of increase recordei 
by DVC in earlier months ha 
also been remarkable. The cor 
porat ion recorded .59 per cen 
increase in April; 57 per ecu 
in March and 12 per cent ii 
February this year over thi 
corresponding months las 
year. 

The power generation b} 
DVC had registered an im¬ 
provement of 10 per cent in 
the second half of 1980-81 over 
the corresponding period in 
the previous year and has ever 
since continued to go up. As 
a result of big increase in 
power generation in the DVQ 
the key sectors like railways, 
coal and steel are getting full 
allotment of power. The im-. 
proved power position has 
contributed in a big increase, 
in coal production and higher 
output of saleable steel. The ' 
DVC is also giving consider^ 
able help to Calcutta area and 
also to the neighbouring States.’ 
The DVC generated a net pro* 
fit of nearly Rs 5.75 crores: 
from thermal generation du]>;| 
ing the second half of 1980-81 i 
compared with the net loss ot 
Rs 13 lakhs incurred during 
the first half of the year. 

Irrigation Schemes 
in Gujarat 

Three irrigation schemes of. 
Gujarat have been approved; 
by the Planning Commission 
at a total estimated cost of 
Rs 24.83 crores. The schemes 
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pm Demi phase II, Aji phase II 
pnd Aji phase III. Acairding 
the salient features* Demi 
biphase II irrigation scheme en- 
^visages construction of a sio- 
irage reservoir mar village 
iNasitpur across river Demi 
|.with a right bank canal scheme 
fto irrigate 2437 hcct.ires every 
P:year in Morvi taluk a of Ra jkot 
I district, located in a drought- 
jprone area. 

The Aji phase II irrigation 
^•^herne envisages construction 
a storage reservoir near 
I'^illage Gavaridad across the 
west-flowing Aji river to irri- 
gate 2390 hectares annually in 
Rajkot taiuka of Rajkot dis¬ 
trict. The Aji phase Ill irri¬ 
gation scheme, envisages the 
I construction of storage reser¬ 
voir near village Khajurdi 
^ across river A ji with canals on 
both the banks to irrigate 6837 
ir hectares annually in Padadhari 
taiuka of the drought-prone 
k Rajkot district. 

^ BHEL Deposits 

Bharat Heavy Llectrieals 
in Limited has mobilised Rs 14.6 


crores under their fixed de¬ 
posit scheme at the end of 
financial year, 1980-81. The 
amount has been raised within 
eight months of the com¬ 
mencement of the scheme in 
August 1980. 

Irrigation 
in Maharashtra 

Three irrigation schemes of 
Maharashtra have been ap¬ 
proved by the Planning Com¬ 
mission at a total estimated 
cost of Rs 10.23 crores. In¬ 
cluded in the Sixth Five-Year 
Plan, the schemes arc Kesarsai 
irrigation project, Khairi irri¬ 
gation project and Kumbhi 
lift irrigation scheme. Ac¬ 
cording to salient features, the 
first project envisages construc¬ 
tion of a storage reservoir 
across Kesarsai Naila near vil¬ 
lage Kavalc to irrigate an¬ 
nually an area of 3643 hec¬ 
tares on both the banks in 
Mulshi and Mawal taiuka of 
Pune district. 

The Khairi irrigation pro¬ 
ject envisages the construction 


of a storage reservoir across 
the river Kar near village 
Wangarwadi to irrigate an area 
of 1961 hectares a year in 
Ahmednagar district, which is 
drought prone. The Kumbhi 
lift irrigation scheme edvisjges 
the construction of a storage 
reservoir across Kumbhi river, 
a left bank tributary of Panch- 
ganga river in the Krishna 
basin, to irrigate an area of 
8711 hectares annually. 

TV Set by BSEDC 

The Bihar State Electronics 
Development Corporation 
(BSEDC) has joined the group 
of TV manufaclurcrs in the 
country. Based on the techni¬ 
cal know-how provided by the 
Uttar Pradesh Electronics Cor¬ 
poration, the BSEDC is tar¬ 
geted to produce 5,0()0 TV 
sets per annum. The sets will 
be marketed by the former 
in the name of‘Uptron’ as per 
the agreement signed between 
the two on December 2, 1979. 
The agreement will expire after 
three years. 

The first set was formally 


sold at a brief function at 
Patna. Among others, the 
Managing Director of the^s, 
BSEDC, Mr R.N. Singh, and 
the State Industries Minister, 
Mr Ramashray Pra.sad Singh, 
and the Industrial Develop¬ 
ment Commissioner, Mr S.P. 
Shukla, were present on the 
occasion. 

Addressing the gathering the 
Industries Minister said that 
the BSEDC was expanding 
fast and had recently started 
commercial production ofmin-^ 
ing equipment. Equipment had^ 
already been supplied to the 
ECL, the CCL, the BCCL, 
the Pact Engineering and 
Design Organisation and the 
Hindustan Insecticides Limi¬ 
ted. 

Loans for Low 
Cost Theatres 

The National Films Deve¬ 
lopment Corporation has put 
into implemenlation a scheme^ 
for providing loans to build 


ONCE BUILT LASTS EVER 

USE 

FOR ALL CONSTRUCTION WORKS 
BJM CHETAK BRAND CEMENT 


1 


d 

d 


V 


Birla Cement Works 

P.O. Cement Factory—312 021, 
CHITTORGARH (Raj.) 


Gram : CEMENT 


Phone : 66 & 67 




USP^ ECONOMIST 


1426 


lUNB 12, 1981 



V Iow*co8t^ cmema tkeiitfts. 
Under the scheme it extends 
Joans of Rs one lakh in rural 
^areas, Rs three lakhs in semi- 
Durban areas and Rs seven 
lakhs in urban areas. Already 
it has disbursed about Rs 85 
lakhs for constructing 17 
cinema houses in the country. 

Cashew 

Procurement 

The Kerala Governor pro¬ 
mulgated an ordinance pro¬ 
viding for monopoly procure- 
hment and distribution of raw 
^cashewnuts produced in the 
State. The ordinance, called 
the Kerala Raw Cashewnuts 
(Procurement and Distribution) 
Ordinance, 1981, replaces two 
orders issued for the purpose 
by the Government under the 
EssenH'al Articles Act (a State 
Act). These orders were quash¬ 
ed by the Supreme Court. 

Shipping Development 
Fund 

P” The Shipping Development 
Fund C^ommittec has con¬ 
tinued to extend assisti^nce in 
the form of SaHtuns (foreign 
exchange loan) and rupee loans 
on soft terms. The details 
as on December 15, 1980 are 
as under: 


It has aUo issued guarantees 
and counter-guarantees to the 
extent of Rs 1268.16 crores. 
The outstanding guarantees/ 
counter-guarantees as on 
November 30, 1980 were Rs 
494.87 crores. 

Workers' Education 
Scheme 

Workers have a vital con 
tribution to make in the socio¬ 
economic reconstruction of the 
country. An educated and 
enlightened labour-force can 
participate in a better way 
in this task of national re¬ 
construction. This realisa¬ 
tion led the Government to 
start in 1958 a scheme of 
workers’ education. l or the 
implementation of this scheme 
throughout the country the 
Ccntial Board for Wi>rkcrs 
Educatie>n was established in 
September J958. Wcrkcis 
education aims to equip the 
workers to piirlicipiite cflcc- 
livcly in the socio-cccr.cmic 
activities c*f the country. It 
is designed to develop w'orkers' 
iinderslanding of the labour 
problems. It helps worktrs 
to play thrir role adequately 
as employees of an e>rganisa- 
tion and members of a tri dc 
union. It tries to develop 
strong, unitcel and more ics- 
ponsible trade unions, stiong 


Shipping Development Committee Loans 

(Rupees in crores) 

Loans Loans Loans 
sanction- disbursed repaid 
ed 


Rupee Loan 

Public Sector 
Private Sector 


699.04 

499.67 


586.25 141.79 

3.M.23 lt)8.42 


[.oans Loans Loans 
sanction- disbursed refunded 
ed 


Safauns Loan 

Public Sector 
Private Sector 


234.87 

116,82 

351.69 


220.62 

89.95 

3:0.57 


democratic Vogc88cs«an4 tlie 
transtlonsin the trade union 
movement. 

The programme of workers 
education is a three-tier system 
consisting of national level 
training of education officers, 
regional level training of 
wcrker-tcachers and unit level 
training of workers. Syllabii 
of the workers' education com¬ 
prise: Dignity of labour, 
labour law, minimum wages, 
trade unionism, poverty and 
community welfare, rural re¬ 
construction, cooperative 
movement, economic educa¬ 
tion, population education, 
role of public sector in India 
and the like. Since inception, 
the board has so far trained 
57,047 workers’ teachers who 
have, ip turn, trained about 
28 lakh workers at the unit 
level. Under grant-in-."id 
schemes, about 261,COO 
workers received Irairirg. 
Under the riiriil workers cdii- 
ci.licn programme, 37,759 
workers have been trained. 
Besides, the boiird has con- 
diicUd furclional adult literacy 
clas.sesin which 22,524 workers 
were trained by the end of 
December 1980. In handloom, 
smrJl-scalc and unorganized 
.sector, 5,241 w'orkers have 
been Irriiucl w'hilc 246,266 
workers p rticipalcd in the 
programmes organised by 
grantees. 

Names in the News 

Mr H.C. Pande, Managing 
Director, Rajasthan Financial 





of4he ]ildu8tiw 
Bank of India. 

Mr B.S. Kakkar has bM 
appointed as the new Mat^lM 
Director of National Fettilian 
Limited. ’4 

Mr B.S. Kakkar graduam 
in engineering (Electrical M 
Mechanical) in 1951 from 
Banaras Hindu University] 



H.C. Pandc 

Corporation, has been nomi¬ 
nated as Director on the Board 


B.S. Kakkar 

After scivii g Bhukra Dam foi 
over six years, he joined Fcrtf 
lizer Corporation of India ii 
1959 at NangaJ. For ovc 
four years he worked in Nanga 
Project and on its completioj 
he was transferred to Planniit] 
& Development Division c 
bCI at Simiri. He worked h 
thi.s division for nine years an 
was associ. ted in designs o 
various projects viz. Gjraktt 
pur, Baiaimi, Talchcr, Rama 
gundam and Huldia. 

Mr Kakkar look charge q 
Nangiil Exp. nsion Project f 
1973 i.e. right from its inoc|l 
tion j'nd has seen the pla| 
reaching its final stage of goin 
in commercial production. H 
was till recently the Gence 
Man iger of both the old aQ 
new plants at Nangal. 

Mr Kakkar visited Japa 
in 1965 in connection w|f 
design of Gorakhpur Projec 
He extensively travelled a 
over Europe and visited flat 
Germany, Holland, Swedd 
England and Czechoslovak 
as a Member of Governmei 
delegation. 
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chairman of Dunlop 
ndia Mr A.W.G. Miiclntyre, 

e ld the shareholders at the 
„ .^nual general meeting held 
IVjl^Ccently that 1981 commenced 


of modernisation, which in¬ 
deed is essential to protect 
the present levels of employ¬ 
ment, we are placed at a 
distinct disadvantage to our 
new competitors who enjoy 
a subsidy from Government 
cent 
invest¬ 
ment required for moderni¬ 
sation should be given the 
benefit of fiscal relief as appli¬ 
cable to a new factory. To 


kr'i >n a promising note but pro- extent of 25 per 

margins arc still depressed Large ir 

inf lilt loruiry spiral m ^icnt required for moc 
materials. The company 
Jontinucs to suffer from elect- 
power shortages at 

!highlight the significant lole 
^Vmbattur (Timiil Nadu). A of R &D in DunK p, the Ch; ir- 
u/T otal of eight 1450 KVA 
^ generators have been operal- 
I ’Y, ng at both the factories and 
I Ja our more will be installed in 
1981-82. 

H Referring to the dispropor- 
[i !%r ionately high burden of taxes 
I m tyre industry, the Dunlop 
I' 1 Chairman said, “60.5 per cert 

I jxcise duly plus varying rates 

. 


. ’sales tax” lead to a total 
)f about 80 per cent over ex- 
' ‘ ‘Unfor- 

lunuiciY, 11 IS uiw customer 


v j^, ^actory basic price. “I 
lunatcly, it is the eus 

has eventually to meet 
.his burden”, but the com- 
pany “has to fund this duly 
I ffi dement for a period of some 
lltr )hrec months since excise duly 
« nust be paid before the gotxis 
^ % ire cleared from the factory.” 
In case of Dunlop, around 
pi Rs 14 cfores arc tied up in 
:his manner. In 1980, rupees 
. W ieven crores were spent on mo- 
[ w Icrnisation and expansion. A 
aew boiler was commissioned 
f.m it Sahaganjj together with 55” 
ji 3 teg-O-Matic presses to in- 
: .* ;rease nylon truck tyre cap- 
] dty. Commissioning ofequip- 
!; Client to manufacture all-syn- 
fiOH rubber conveyor belting, 
i. jJw modernisation of fan and vcc 
(belt manufacturing facilities 
' and installation of equipment 
to make improved carthmover 
fibres were a few other ex- 
I amples. 

^phasising the need for 
! excise duty relief, Mr Mac- 
t Intyrc said, “In this process 


man s'id that the irdigenoas 
productii^n of SliM'fkx m; king 
machine “is anidhcr first in 
the manufacture of sophisti¬ 
cated rubber equipment in 
India through the initiative 
of your company”. 

Dunlop exports in 1980 of 
Rs 9.88 crores were the highest 
ever achieved. But the odds 
against successful exports arc 
heavy. The Chairman point¬ 
ed out: raw material prices 
arc considerably higher than 
those in major exporting 
countiics, freight rates from 
Indian poi ts to the USA and 
Europe arc double those from 
Far Eastern countries and soft 
loans are difficult to obtain. 
Mr MacIntyre made a strong 
case for providing some real 
incentives to the manufac¬ 
turers, including removal of 
procedural bottlenecks, to 
boost exports. “Jn general, 
I am optimistic that we will 
sec an improved performance 
in 1981 and we shall certainly 
strive wholeheartedly to en¬ 
sure that this is so”, the Dun¬ 
lop Chairman concluded. 


Escorts 

Escorts Limited is actively 
considering a Rs 20 crores 
project to set up India's first 
floating drydock. The country 
presently spends about Rs 30 
crores in foreign exchange for 


repairs of Indian registi^ 
ships a year. 

Speaking at the annual gene¬ 
ral meeting, Chairman H. P. 
Nanda has said the project 
will also attract shipping from 
other countries and generate 
additional foreign exchange 
earnings. 

Mr Nanda has noted that 
the company is well poised to 
maintain its high growth rate. 
The company’s sales during 
the first five months of the 
current year (January to May) 
show gains to exceed Rs 95 
crores as compared to Rs 75 
crores in the corresponding 
period of 1980 with tractor 
sales accounting for over 8,200 
units (5,792), motorcycles 
19,200 units (17,611) and ex¬ 
cavators Rs L50 crores (Rs 
1.46 crores). 

He has pointed out that 
the railways are conducting 
tiials with large diameter pis¬ 
tons developed at Bangalore 
for the substitution of im¬ 
ported ones. These locomo¬ 
tive pistons will alone give 
an additional trunover of 
rupees three crores. The com¬ 
pany expects to roll out its first 
Yamaha 350/400 CC motor¬ 
cycle in the second half of 
1982. The project to develop 
windmill electricity generators 
from five to ten KV is prog¬ 
ressing well. 

The company’s resources at 
Rs 16.18 crores (Rs 12.16 
crores) exceed the share capital 
of Rs 14.18 crores. Saleswise, 
the company has improved 
from the 12th to the seventh 
position and profitwise from 
the 15th to the fifth position, 
according to the E.T.’s survey 
of private companies. It is 
ranked the fourth largest 
engineering company in the 
private sector. 

Oberoi Hotels Expansion 

Mr M.S. Oberoi, Chairman, 
Oberoi Hotels, has revealed 
plans for an embitious ex¬ 
pansion programme that can 
see this well-known Indian 
name sweep through several 
new destinations in India and 
abroad. 

The latest overseas project 
is a 400-room deluxe hotel in 
Perth in the mineral-rich State 


-.•i' I r.TV'i .r, v' '■ 'wv B; T> « 

of Western Australia* Itfi 
will be the third Oberoi Hotel 
in Australia coming soon after 
the hotels in Adelaide and ^ 
Melbourne. 

The Oberoi Hotels has sign¬ 
ed a 15 year lease with the 
Western Australia State 
Government for a block of 
land in a seven-acre comolex 
in Perth’s Adelaide Terrace 
which will comprise the hotel, 
offices, shops and residential 
apartments. The total pro¬ 
ject cost is over US $100 
million. 

In Kandy, Oberoi Hotels 
has just taken over the mana- ^ 
gement of the Queens. The 
hotel is owned by Kandy 
Hotels Ltd (1938), a public 
company with majority shares 
held by Ceylon Hotels Cor¬ 
poration. This elegant 19th 
century property, one of the 
eldest hotels in Sri Lanka, 
is built in the regal colonial 
style and considered of histo¬ 
ric significance by the Sri 
La nka Government. 

Oberoi Hotels has also for¬ 
mally opened the luxury 15 
storey Dammam Oberoi loca- 
ted in Dammam, the key busi¬ 
ness centre of Saudi Arabia 
on May 13. Other overseas 
projects currently under nego¬ 
tiation include the develop¬ 
ment of a hotel in New York, 
two hotels in Thailand, one 
in Papua, New Guinea, and 
one in Iraq. Other key desti¬ 
nation in Soi'th-East Asia and 
elsewhere arc also being con¬ 
sidered. 

Sandoz (India) Ltd 

Sandoz (India) reported a 
five per cent increase in sales 
in the first five months of the - 
current year (January to May) 
at Rs 20.7 crores as com¬ 
pared to the same period of 
the previous year. 

Speaking at the annual gene¬ 
ral meeting of the company 
in Bombay recently. Dr J.N. 
Bancrjee, Managing Director, 
said that the dyes division 
could raise the turnover by 
30 per cent during the period 
while increase in phar¬ 
maceutical division was 18 
per cent. The agrochemicals 
division however did less than 
expected. 

DrBanerjeesaid that though 
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the demand for pharmaceutical 
^products continues to ^ow, 
the production was affected 
by shortages of raw materials. 
Some of the products were 
out of stock. The cempany 
has obtained export orders 
valued at rupees three crores. 

About the current year’s 
prospects, he said that phar¬ 
maceuticals and dyes divisions 
are expected to fare better pro¬ 
vided adequate raw materials 
and better prices are ensured. 



to Enter Market 


Wrapaids Limited, which is 
making a public offer of shares 
just around the lime its com¬ 
mercial production of paper 
is to start, is expecting a sub¬ 
stantial share subscription 
IVom non-resident Indians. 
While the non-resident Indians 
in the US have secured about 
20 per cent holding in the 
company’s issued capital, mem¬ 
bers of the Indian community 

many West Asian countries 
P^'c said to have showed in¬ 
terest in the forthcoming share 
offer. 

A good number of share 
and debenture issues in recent 
times attracted fiwourable 
responses from non-resident 
Indians. At a c.i.f. cost of 
Rs 31.20 lakhs. Wrapaids had 
imported a second hand paper 
machine from Westevaco, 
USA. The machine with a 
capacity to produce 30 ton¬ 
nes to 50 tonnes of writing, 
printing and other varieties of 
paper a day and residual life 
of another 20 years, subject to 
proper maintenance has been 
l^talled in a notified back¬ 
ward area of Karnataka. 


Mr V. Swaminathan, Chair¬ 
man and Managing Director, 
disclosed recently that the 
paper plant would start 
commercial production next 
month with imported pulp. 
By November next. Wrapaids 
pulp plant would go on 
stream. The pulp plant is 
being acquired indigenously. 
Wrapaids’ total project cost 
is estimated at Rs 4.50 crores. 
Promoted by professionals the 
i^mpany has succeeded in 
^ronforming to project imple¬ 
mentation schedule and there¬ 
by check cost overrun, 
y/rapaids is offering to the 


TAX PAYERS ! 

SECURE PROMPT CREDIT FOR 
YOUR INCOME TAX PAYMENTS 


The Income-tax Officer gives you credit for your tax payment on the basis 
of the counter-foil of the chatlan received from the authorised bank where 
you make the payment. 

Surely, you would like your tax payments to be credited to your account in 
the records of the t.T.O. promptly and fully. 

THEN CHOOSE THE APPROPRIATE CHALLAN FORM FOR EACH 
PAYMENT 

There are separate challan forms for the various types of income-tax payments 
These are : 


For payment of 

No. of challan 

Colour of the band on 
cha/len form 

Advance Tax 

By companies 

1 (ITNS 35A) 

Red 

By others 

7 (ITNS 35) 

Blue 

Self-Assessment Tax 

By companies 

3 (ITNS 166) 

Red 

By others 

11 (ITNS 166A) 

Blue 

Tax Deducted at source 

From salaries 

9 (ITNS 191) 

Blue 

From other payments 

Made to companies 

2 (ITNS 39A) 

Red 

Made to others 

8 (ITNS 39) 

Blue 

THE NUMBER OF CHALLAN 

IS INDICATED 

ON THE TOP LEFT 


HAND CORNER. 

For payment of tax due on regular assessment, the appropriate chatlan will be 
supplied to you by the Income-tax Officer. 

Use of a wrong challan may result in misclassification and consquent difficullv 
in giving prompt credit for the tax payment. 

FILL THE CHALLAN FORM COMPLETELY AND CORRECTLY 
And make sure you write legibly on all foils of the challan : 

■ Your name and address 

■ I.T.O.'s Ward or Circle where you are assessed or assessable. In case you 
are a new assessee, mention "NEW CASE" also on the top of each foil 
of the challan. 

■ The amount of income-ta)v and surcharge separately. 

■ Your Permanent Account Number/GIR Number, 

■ Assessment Year. 

A mistake or omission may result in undue delay in giving credit to you 
for your tax payment. 

Correct entrlis in the Department’s Books aro as important as 
prompt paymont of taxes* Take due care to eneuro both. 


PAY TAXES RIGHT 
BUILD NATION’S MIGHT 


DIRECTOR OF INSPECTION 

(Research. Statistics. Printing 6 Public Relations) 

INCOME TAX DEPARTMENT 

New Delhi-110001 

^ davii'Sl/46 




, tit 880,000 cqUlty"^ * 
Rs 10 each, for cash at 
Out of the proposed 
'tt 176,000 equity ^flares, 
iuhject to the permission from 
the Reserve Bank will be 
llrescrved for allotment to non- 
:^v^mident Indians on repalria- 
|tion basis. Mr Swaminathan 
Ig^lieved that since the capital 
iiljasc of the company was 
^;going to be low equity share 
!capital Rs 133 lakhs Wra- 
^ .js^ids would be able to effcc- 
tively service the share capital. 
I Gestation period for the pros- 
' pective shareholders, accord- 
‘ mg to the management, would 
be virtually nil since allotment 
of shares and start of com- 
r merciaJ production are to coin- 
[ cide. 

Oharamsi Morarji 

^c, The turnover of Dharamsi 
feiMorarji Chemical Company 
i£rin the first five months of the 
Si current year (January to May, 
© 1981) was higher at Rs 16.54 
crorcs compared to Rs 14.75 
crores achieved in the same 
period of the previous year, 
according to Mr R. M. 
I%;Ooculdas, Chairman. 

He told the shareholders 
of the company recently 
Ijri that the production of com- 
pany’s principiil items, namely, 
sulphuric acid single super- 
phospatc, alumina sulphate 
P5|jl and chlorosulphonic acid has 
recorded a notable increase 
in the first five months of the 
current year. 

The Chai rman said t ha 11here 
was good demand for other 
Iff! developed by the 

company’s research and dcvc- 
J lopnfent department. The 
? company is taking steps to 
^ increase the ju-oduclion of 
J thes? items. 

® The company is also plan¬ 
ning to invest Rs 6.35 crores 
qn its various expansion pro- 
? jeets. Some of these projects 
* are expected to be completed 
{J by the end of 1981, Mr Gocul- 
° das added. 

^ JIagMjit Industries 

Jagatjit Industries has rc- 
ported a spurt in its profit 
M before tax by 65 per cent to 
•Irs 181.22 lakhs for 1980 
llagainst Rs 109.44 lakhs for 


1979, following a rise 6f 28 
per cent in sales to Rs 2,205.91 
lakhs against Rs 1,577.16 
lakhs. The company has an¬ 
nounced a hike in the equity 
dividend to 12.5 per cent for 
1980 against 12 per cent paid 
for 1979. 

The company has announced 
the i.ssuc of 75,000 redeemable 
secured right debentures of 
Rs 100 each carrying annual 
interest at 13.5 percent. The 
interest payable on the de¬ 
bentures is linked to equity 
dividend in excess ol* 12 per 
cent. If the equity dividend 
for 1980 is I’pproved by share¬ 
holders, debenture holders 
would be entitled to an interest 
of 14.5 per cent. 

After providing Rs 110 lakhs 
(Rs 62 lakhs) Air taxation, 
allocating Rs 1.43 lakhs 
(Rs 1.38 lakhs) te# investment 
allowance reserve tOtd Rs 20.83 
lakhs (Rs 20.07 lakhs) to¬ 
wards payment of dividend 
(including 9.5 per cent pre¬ 
ference dividend) for 1980, 
general reserve (after neces¬ 
sary adjustments) gets Rs 49 
lakhs (Rs 82.76 lakhs). 

Amar Dye-Chem 

Aniar Dye-Chem proposes 
to issue 200,000 convertible 
debcntiiics of Rs 100 each. 
Each debenture will be con¬ 
vertible at the end of two 
years after allotment of two 
fully paid equity shares of 
Rs 10 each at par. The bal¬ 
ance of Rs 80 per debenture 
after conversion will be re¬ 
paid in equal instalments at 
the end of the 9th, 10th, I Ith 
and 12th year. 

Polyolefins Industries 

Polyolefins Industries (PIL) 
is seeking icgularisation of 
its capacity to manufactuie 
50,000 tonnes of high density 
polyethylene (HOPE) based on 
maximum utilisation of plant 
and machinery. The com¬ 
pany’s present licensed capa¬ 
city is 30,000 tonnes per an¬ 
num. 

The company’s plant to 
manufacture HOPE pipes at 
at Akola it Maharashtra was 
inaugurated in April last. 
It has since started commer¬ 


cial production. This will 
enable the company to meet 
the market requirements of 
these pipes for irrigation pur¬ 
poses and for rural water 
supply schemes. 

The company has applied 
for an industrial licence to 
manufacture 4,000 tonnes per 
annum of reinforced grade 
polypropylene, an engineering 
plastic. 

Bishnauth Tea 

The Directors cf I he 

Bishnauth Tea Co Ltd have 
recommended a 12 per cent 
dividend for the year ended 
Dccemcer 31; 1980. The gross 
profit amounts to Rs 72.15 
lakhs. Depreciation claims 

Rs 15.79 lakhs, taxation 
Rs 14.33 lakhs and bonus 
Rs 18.87 lakhs. The total 
amount for disposal, after 

additions from the balance 
brought forward from the pre¬ 
vious year and transfers from 
development rebate reserve and 
development allowance re¬ 
serve works out to Rs 23.30 
lakhs. The proposed divi¬ 

dend will absorb Rs 9.90 
lakhs. 

A larger crop of 41.66 lakh 
kgs has been produced. The 
yield per hectare has also 
increased and the average gross 
price per kg has also been 
higher than realised in the 
previous year. Prospects for 
the current year have become 
uncertain with rising costs and 
sluggish demand. 

Sica Breweries 

Sica Breweries has shown a 
marked improvement in its 
working during the year ended 
December, 31 1980. Sales 

have expanded from Rs 71.37 
lakhs in the previous year to 
Rs 155.53 lakhs in 1980 and 
have yielded a net profit of 
Rs 48.17 lakhs against a net 
loss of Rs 33.45 lakhs in 
1979. The profit has been 
utilised to reduce the accu¬ 
mulated deficit to Rs 171.10 
lakhs. The company’s share 
capital is Rs 69.99 lakhs and 
its reserves amount to Rs 
33.35 lakhs. 

The Directors siiy that pro¬ 
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spects for the current year 
are bright, but cost increases 
due to inflationary pressures^ 
and competition in the marker 
are likely to put margins under 
severe pressure. 

IFCI to Isssue Bonds 

The Industrial Finance Cor¬ 
poration of India (IFCI) has 
decided to issue bonds for 
Rs 21.75 crores to augment 
its resources. 

An IFCI Press release says 
the bonds will have a maturity;^ 
of 15 year.« and carry interest 
at 7.25 per cent per annum. 

The issue price will be Rs 
100 for every Rs 100 bond. 

Garware Paints 

Garware Paints has obtained 
consent of the C’ontroller of 
Capital Issues for issue of 
bonus shares in the propor¬ 
tion on 1:2. 

Asian Cables Bonus 

Asian Cables has received 
consent of the Controller of 
Capital Issues for issue of 
bonus shares on a onc-for- 
three basis. 


COMPANY NOTICE 

It is hereby notified for 
public information that M/s 
Sundaram - Clayton Limited, 
180 Mount Road, Madras-6, 
have applied under Section 22 
of the Monopolies and Res¬ 
trictive Trade Practices Act, 
1969 to the Department 
Company Affairs, New Delhi,' 
for the manufacture of new 
articles, viz., Signalling relays, 
Point machines and related 
hardware and Signalling and 
train control/electric/electronic 
systems, mainly intended for 
railway applications and in 
general for other applications. 

Any person interested in the 
matter may make representa¬ 
tion to the Secretary, Depart¬ 
ment of Company Affairs, 
New Delhi, within a fortnight 
of publication of this Notice. 

Dated 22nd May, 1981 


JUNE 12, 198l 





USE 


GRASIM STAPLE FIBRE 

and 



HIGH PERFORMANCE FIBRE 

Mosit Ideal Coniplemenlary Fibres 

Their Blended Fabrics are much more 
Comfortable, Hygenic and Economical 



GRASIM 


THE GWILIOR MVOH SILK NFS (WVG) CO. LTD. 

(Staple Fibre Division) 

P.O. Birlcstfram. MAGDA (M P). 


Telegram: "GRASIM* 


Telephone: 38 & 88 


* 

I 

% 




Printed end published by R. P. Agarwale on behalf of the Eastern Economist Ltd., United Cororoeroial Bank Buildint, 
Parllanieat Street, New Delhi, at the New India Press, K-Blook. Connaught Cireaa, Nnw Delhi. 

8. Alsw 






































The Wii^ of Si 

Fastest to Europe 

Via Moscow 
THE LUXURY AIRLINER 
_ ILUSHIN 62 

Ai A 






DKin 


for Rosori/ationa Pho^a Contact 


The Soviet Aiflines 


Delhi 

18, Barakhamba Road 
New Delhi-110001 
Phonea : 42843. 40426 


Bombay 

7th Bltabourne Stadium 
87 Veer Nariman Road 
Bombay 400020 
Phonea : 296500, 296750 


Calcutta 

46/C Chowringhee Road 
Eveieat Building 
Calcutta 700061 
Phone: 449831 




-U- 


eastern 

ECONOMIST 


7 ^ 


No. 2S JUNE 19, 1981 
Prico Rt 3JW 


THIS WEEK 


143S WINDOW ON THE WORLD 


LEADING ARTICLES 
I Costly Delays 

^lndo*Pek Relstlons 1417 


OTHER ARTICLES 
Development Aid At the Cross-Roads 


—V. Ba\asubnm»nian 

Resources for Investment In 

1430 

Railways —5. 5. Gauba 

1441 

FICCI STUDY 

Cost of Time 

1440 

W THE NATION 

Debentures Market 

Boosting Small Units' Exports 
'^banana's Task Force 

More Coal Washerles 

Export Promotion 

1451 


Reaganomics and Reaganology 
—Sudhir Sen 


The Chinese Economy 

The Secret of Japanese Success 


POINT OP VIEW 


Natural Rubber Needs Integrated 
Development -R. B L Garg 

1462 

Social Coat of Employment jn 
Dairying —A R. Rao A /. J. Singh 

1464 

FOCUS ON INDUSTRY 


Wagons Industry : Need for Steady 
Growth-Harder Singh 

1460 

STATE OF THE ECONOMY 

1475 

COMPANY AFFAIRS 

1460 


tAi'i U/eei 


JUNE 10 

TbeAMUia Comortiim amounced 
a $3,450 million developmental assis- 
^DCe to India for the fiscal year 1981-82. 
^ Toyota Motor Company reached a baa'-c 
agreement to provide the Delhi Cloth 
and General Mills (DCM) India with 
technology to produce automobiles. 

The Government has allowed the 
export of goat’s meat, hitherto banned, 
at Rs 16 a kg f.o.b. 

June 11 

India has bagged a Rs 225-mrore 
contract for the construction of railway 
lines in Iraq. 

June 12 

^ The Union Ooveniment has prepared 
aRs dOO^cro^e five-year plan for deve¬ 
lop^ tourism in the country. 


Libyan Leader Moammar Gaddafy 
has called for a j.Mnt Arab attack to 
destroy Israel’s nuclear reactor at 
Dimouna. 

A fresh incident along the Chinese- 
Vietnamese border claimed the lives of 
seven Chinese and 20 Vetnamese soldiers, 

June 13 

The Jute Corportalioa of India (JCl) 
has fixed a procurement target of 21 
lakh bales of raw jute during the next 
season, beginning July 1. 

The official wholesale price index for 
all commodities touched another peak 
at 277.4 (provisional) during the week 
ended May 30. The index is higher by 
0.4 points over the previous week and 
15.6 per cent higher compared with the 
same week last year. 


June 14 

Mrs Jnynnti Patnnih of tto 
ress-I elected to Lok Sabha witit 
margin of more than 40,000 votes in 
Cuttack byelectioo. 



The United States Secretary of 
Alexander M. Haig met Chinese Porei^.'^ 
Minister Huang Hua at the start of ; 
four-day visit aimed at establishing good^;;; 
working relations between the Reagn^!;; 
Administration and the People’s 
public of China. ' 


June 15 

Dawn-to-dusk ‘'Assam bandh” cnlM v'; 
by the agitators on the foreigners issue;; 
ended peacefully with no untoward 
incident reported from any part of the 
State. ? 

The Congress(J) took two Lok Sabhn 1 
and Six Assembly seats and the CPI(M) | 
four Assemby seats as results of June 14 . 
byelections conformed to the pattern of 
last year’s general election. 

External Affairs Minister P.V. . 
Narasimha Rao left for Bhutan on a 
three-day official visit at the invitation ] 
of the Bhutan Government. ^ 

A Central Advisory Council for 
Industry has been set up with thOv 
Union Minister of State for Industry, i 
Dr CharanJitChanana, as its Chairman. 

The Agriculture Prices Commission; j 
(APC) has suggested to the Governments, 
to make its recommendations on the l 
support prices for various commodities 
applicable for three years, j 

June 16 

The presidential election In Baugln- ;: 
desh will be held on September 21^ 
according to Acting President, Justiod;;; 
Abdus Sattar. >.] 

The Reserve Bank devalued the 
rupee by 0.59 per cent. The new RBi| 
middle rate stands at Rs 17.00 per,| 
pound against Rs 16.90. 

The, Ch’nese Foreign Ministry haul 
rejected a Vietnamese proposal to ic;-1 
sume peace talks, calling Hanoi^ ^ 
proposal ''a gesture purposely to deceive, 
public opinion”. ' 

Japan will extend $152.20 milliofi 
credit to India for various projects. ; 
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Costly Delays 


[ 


A SMHFR coincidence, but a significant one! While analysts 
were busy last week digesting the implications of delays—many 
a time inordinate—in the implementation of industrial projects, 
both in the public and private sectors, well brought out in a 
brochure entitled “Cost of Time” by the Federation of Indian 
Chambers of Commerce and Industry, released by its 
President, Mr Arvind Lalbhai, in New Delhi on June 10, the 
President of the Associated Chambers of Conimercc and 
Industry of India, Mr A. Sivasaiiani, was dwelling upon this 
subject in his address to the annual general meeting of the 
Greater Mysore Chamber of Industry at Bangalore on June 11. 
Both the FICCI study and ASSOCHAM chief’s address, 
undoubtedly, contain good food for thought, although the 
issue has been brought under focus not for the first time. Its 
significance at the present juncture lies in the fiict that the 
country has launched upon the grandiose Sixth Plan in right 
earnest only recently and if the implementation of this Plan 
too falters, as has been the case with its three immediate 
predecessors, the very faith in planning will be endangered. It 
has, indisputably, been eroded a great deal. 

Timely and wcll-coordinatcd implementation of projects in 
all sectors is of paramount importance. As the FICCI study, 
as well as several others already conducted by both the 
governmental and private agencies^ point out, undue delays in 
implementation cost dearly in terms of investment, govern¬ 
mental revenues, foreign exchange, production and employ¬ 
ment generation, not to speak of their inflationary potential. 
Serious imbalances develop in the country, causing further 
delays in the execution of many other programmes. 

Concerned primarily with industrial projects in the private 
sector, the FICCI study, of course, traces the genesis of the 
problem in the growing labyrinths of governmental controls 
and regulations. The various suggestions put forth by the 
FICCI to improve the situation are contained in another 
section of this issue. They, therefore, need not be dwelt 
upon here at any length. The burden of these suggestions 


is that not only unnecessary controls should be dispensed 
with but also the ones essential in the larger interests of the 
economy ought to be streamlined further. For instance, it has 
been emphasised that the areas of licensing ought to be limited; 
guidelines governing the various clearances should be made 
clearer for all concerned; the clearances from the Deparlmeli^ 
of Company Affairs and the MRTF Commission need to be 
expedited; coordination not only among Central agencies but 
also with the State agencies should be made more effective. 
Much more significantly, however, it has been pleaded that 
there should be a change in attitude on the part of all those 
involved in decision-making. 

Mr Sivasailam, of course, has been more forthright in his 
observations on this issue. ‘‘Massive encroachment of govern¬ 
ment power on private business”, he says, “has, in the main, 
been self-defeating”. Though substantial degree of govern¬ 
mental intervention, according to him, is only to be expected 
in a complex modern society and “many of the objectives set by 
the regulatory agencies arc often worthy of continued support”, 
what merits criticism is the means used rather than the needs 
pursued. Welcoming the recent endeavours to free thn^ 
economy from over-regulation - he cites such steps in this 
connection as liberalisation of procedures for automatic growth 
and expansion, provision of incentives and facilities provided 
for exports, lightening of the tax burden for two years in 
succession, etc—he regrets that even though limited, this liberal 
trend “has not yet seeped down to the administrative level 
where matters continue to be looked upon with the same 
myopic vision and avoidable delay continues to occur in 
decision-making and follow-up measures”. The FICCI study 
perhaps too is hinting at this phenomenon when it says that 
besides controls and regulations, there are unwritten conven¬ 
tions to be contended with. 

Whereas there appears to have been some improvement in 
the grant of letters of intent, the conversion of these letters 
into industrial licences still continues to be tardy. What is 
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wor^ is ihat greater delays naw ocour, in comparison with the 
situation about a decade or so, at the post-licensing stage in 
l^cQttiring land, arranging finance, ensuring adequate infra- 
^s^cture facilities such as water, power and railway sidings, 
procurement of construction materials and equipment and 
machinery. The result is that implementation in most cases 
spreads over longer periods. Obviously, serious attention 
needs to be bestowed on these issues. Let not the gains on the 
swings be lost on the roundabouts. 


It, however, needs to be emphasised that significarit del^ 
also occur in implementation due to such factors as scrappy 
preparation of project reports, due' allowance not being made 
for cost escalations owing to inflation, improper assessment of 
demand, etc. These are squarely the functions of entrepre¬ 
neurship which have to be discharged efficiently solely by 
entrepreneurs themselves. Delays have to be eliminated all 
round. 


Indo-Pak Relations 


Mib oulcoME of the Foreign Minister's visit to Pakistan reminds 
^ne of the Confucian exhortation to lie back and enjoy it. 
India's virtuosity in allowing that Pakistan can get whatever 
arms it wants to for defending itself (against whom ?) smacks 
of this. That the Americans would arm Pakistan was never in 
doubt. So, instead of fighting the inevitable, this country has 
sought to lie hack. 


But it does not seem to be enjoying it. The prospect of 
Pakistan acquiring F-16’s, it would appear, does not come under 
the description of self-defence. Indian pique, it is stated, is not 
about Pakistan (which is acquiring the F-I6’s) but about the 
USA (which is supplying them). The distinction is a thin one, 
and under the circumstances, irrelevant. 

circumstances are as follows. The USA views Pakistan 
as the edge of what Mr. Brezinski called the ‘are of crisis' which 
extends from Egypt to Pakistan. With Iran gone, the USA 
needs someone to police the area, in howsoever token a fashion. 
To Pakistan then has fallen the unenviable task of performing 
this chore. The objective, in a broad sort of way, is to keep 
communism from creeping any further. This is being sought to 
be done by arming Pakistan to the teeth. 


Regrettably, the whole idea is a non-starter. If the Russians 
are anything, they are cautious. It is extremely unlikely that 
they will (or can) “do an Afghanistan'* in Pakistan. And even 
if they did try something of the sort (how fanciful !), the possi¬ 
bility of Pakistan standing up to the Russian force is out of 
sight. The Soviet Union is neither an Achilles nor a Goliath - 
^.least not where Pakistan is concerned. So when push comes 
to shove, it will come in India's direction. This is why this 
country is worried. 

But will push come to shove ? India seems to be bending 
backwards to avert the eventuality. This country does not want 
war because wars are expensive and it cannot afford it. The 
situation in Pakistan is quite different, arising largely out of its 
rather turbulent history. Mr Zia-ul-Haq is riding a tiger and he 
cannot get off. So far he has managed to control the tiger, but 
precisely when it will run amok is anybody's guess. When that 
happens, picking a fight with India might yield a temporary 
reprieve. It is, of course, possible that such deviousness does 
not come to Mr. Haq easily. But what if it does even with 
%ofne difficulty ? 

It is the question of the internal compulsions (on Mr Haq) 


which is far more relevant and which Messrs Reagan and Haig 
should have taken into account. Sadly, the Americans do not 
appear to learn lessons from history. There is absolutely no 
evidence to believe that Mr Haq will not face the same pro¬ 
blems as the ones faced by the Shah of Iran and Mr Thieu of 
South Vietnam. Whether he will go their way is a moot point 
but one cannot help wishing that the Americans were more 
willing to learn. What’s good for America usually turns out to 
be bad for the rest of the world ? 

Anyhow, India is now faced with a Pakistan which can feel 
more confident in a confrontation. And meanwhile, it (Pakistan) 
is also going ahead with its nuclear programme. How should 
this country respond ? On the conventional arms side, it does 
not have to worry itself unduly. But on the nuclear side, it is in 
India's interest that Pakistan does not acquire the bomb. 
Gentle persuasion may not work. Does that mean India should 
do to Pakistan what Israel has done to Iraq ? To state it diffe¬ 
rently, now that there is a precedent, there is no reason why 
India too cannot claim the same justification for wiping out 
Pakistan’s nuclear reactor. This will be a political decision, 
based, one hopes, more on good sense than on panic. In the 
very unlikely event that India will choose to follow this course, 
it would be a vindication of Mr Haq's fears. The real issue, 
however, is not Mr Haq’s fears but India's security and national 
interest. It is time that India firmly persuaded Pakistan to give 
up its pretensions which are bolstered by American strategic 
interest. There is hope still that Pakistan will perceive that the 
interests of the Pakistani people arc not coincidental with those 
of the USA or of some of its politicians. 

This entire sequence of events has become very alarming for 
two reasons : the tough talk from Washington and its failure 
to evolve a coherent foreign policy. That the USA intends to 
hold the line (against the USSR) is clear. Just how it intends to 
do so is not. If the Russians are really determined, there is very 
little to prevent them from strolling down to the Gulf. And if 
they do so, where does Pakistan fit into all this ? Would it not be 
altogether more sensible for the Americans to rely on India's 
leverage with Moscow rather than on Pakistan's hoped-for 
ability to put its finger in the dyke ? Whether they like it or 
not, India is the dominant country on the sub-continent with a 
greater capacity to persuade. Until the USA and Pakistan 
realise this basic truth, it is hard to see a lessening of phobias 
between India and Pakistan. 
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While briefikq journalists here on tbe 
ove of the meeting of the consortium for 
development assistance to India, which 
was held in Paris on June 9 and 10, 
David Hopper, Vice-President in the 
World Bank for South East Asia Region, 
spoke of the Planning Commission in 
New Delhi In words of such high praise 
^hat some of the Indian newsmen present 
Ibould not believe their ears. There was 
however no doubting the sincerity of his 
enthusiasm for Yojana Bhavan. Appa¬ 
rently what is beginning to weigh 
with observers, interested and informed, 
is that, for some thirty years, a long 
enough period, a Government planning 
machinery has managed to remain in 
business in India, without being either 
totally discredited by the forces of the 
market place or engulfed by waves of 
socialist precepts or practices. 

Pragmatic Reaponse 

This is not to say that the concept of 
a mixed economy as preached and pur¬ 
sued by the Government of India is now 
being accepted as the ideal prescription 
for the economic problems of the chro¬ 
nically poor and populous Indian com¬ 
munity. What impresses observers evi¬ 
dently is that the genius of the Indian 
people has been able to overcome the 
limitations of their political circumstances 
to an extent that has made it possible for 
them to respond pragmatically to major 
•pcial or ecomomic compulsions on 
most of those occasions when dogma 
alone might have spelt disaster. A cons¬ 
picuous case in point, of course, is agri- 
culture. There were many periods up to 
the Sixties when there was a recurring 
danger of doctrinaire land reforms pushing 
Indian farming into the morass of stag¬ 
nant production or declining productivity. 
Fortimately the imported revolution in 
Ibe cultivation of wheat with high-yielding 
Mmcan strains arrived just in time to 
gave India’s traditional fans economy for 
. |be fotifising impact of iQarket-oriented 
_ .mjp T - The 
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did not say this—perhaps he could not 
have. But it is clear enough that the 
achievement of self-reliance by the food 
economy of India is now seen to rank 
not only as a remarkable feat of the deve¬ 
lopment process in the Third World, but 
also as an affirmation of the important 
role economic incentives had been allow¬ 
ed to play in a developing country in 
helping the community to profit from 
local resources supplemented by external 
assistance. 

Pat on the Back 

The World Bank’s assessment of the 
state of the Indian economy and the 
prospects for it, as presented in the back¬ 
ground paper for the Paris meeting of 
the Consortium, holds that the progress 
in India’s farming sector has created solid 
assets for further economic growth on a 
wide front. Another encouraging develop¬ 
ment, the study suggests, is the increasing 
readiness of the Government to review 
restrictions on industrial expansion and 
move towards the progressive withdrawal 
of constraints on manufacturing activity 
or investment in industrial capacity. 
While many of these curbs have outlived 
their utility, not a few of them were 
misconceived even in the first instance. 
Some of us may feel that the Government 
is still unduly hesitant in freeing the 
economy for industrial growth, but 
others, especially observers outside the 
Indian milieu, who have been taking our 
political rhetoric seriously, seem to be 
not a little relieved that Indian plan¬ 
ning, aver the long haul, seems set for 
reconciling tbe demagogic pressures on 
the political system with the need for 
continuously raising saving and invest¬ 
ment levels in a low-productivity, loW- 
employment community. 

Since Hopper was talking of the 
Indian economy in the context of the 
Consortium meeting, he found it rele¬ 
vant to emphasise the point that external 
assistance to India had aways been low 
both as a percentage of GDP and in 
per capita tenns. India has a low level 





Washington 

of foreign debt and substantial ca] 
for borrowing abroad. Net external 
tance, in fact, has never risen 
three per cent of GDP. This is an 
of India’s economic performanoe 
needs to be publicised especially 
when, in countries such as the Unite^l 
States, aid-weariness is being 
by propaganda about development 
sistance going down the drain of feokiew 
economies of which India is quite olkM 
cited as a cautionary example. 
argument about India’s low dependeno^ 
on development assistance, can be o^ 
done. Indeed it is possible to argue t 
India’s economic development has nd^ii 
reached a stage at which it could IM 
greatly speeded up by matching its ex^ 
panded resource-using capabilities wid| 
a short-term Marshall Plan-type of orgl^ 
nised large-scale assistance. Unfortn^ 
nately, the aid climate has changed diWp 
matically for the worse and the interna^ 
tional political backing for this option il 
just not there. 

An Alternative 

The alternative for India, in terms ^ 
securing external resources, is to expl " 
more positively its potential for bo] 
ing abroad on commercial terms, 
is the possibility which thinking in 
World Bank is now emphasising. Hoppiil 
was reasonably eloquent on this poin| 
But even here the multilateral develop 
ment banks could do a lot to assiM 
India with its borrowing abroad by stay* 
ing in the aid picture. Indeed intca! 
national commercial banking has shov^ 
a preference for working with the nml^ 
lateral development banks in final 
Third World needs. This is why w] 
ever India may succeed in doing by 
of raising commercial loans abroad, it. 
important that the level of conoessi 
lending to its development programxniri 
should not go down unduly. A teaspli 
able expectation could be that, in am 
given year, India should continue 
receive in gross Consortium coming 
ments at least twice the amount otm 
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Piabilides in the form of current debt 
ixepayment and interest charges. 

This guideline would be roughly in ac¬ 
cord with the basis on which the Consor¬ 
tium is currently trying to put together 
pledges from its members. On this 
reckoning, India should be receiving 
assistance of the order of from 3.2 billion 
US dollars to 3.5 billion US dollars in 
the year 1981-82, yielding a net inflow of 

I. 2 billion US dollars. It is therefore 
a matter of some concern that even if 
the pledges arc forthcoming as expected, 
there would still be a large element of 
unceriainty about the commitment pro¬ 
cess. This is because, whereas about 

J. 6 billion dollars out of the Consortium 
total will have to be provided by the 
World Bank group, the status of the 
Sixth Replenishment of the International 
Development Association, the soft-loan 
window, is in doubt as the US Congress 
is yet to act on the administration's autho¬ 
risation request. 

Axing by Congress 

Partly because of the Reagan policy of 
slashing federal spending in an effort to 
control budget deficits and partly because 
development assistance has become widely 
unpopular in Congress and the country 
and politically a liability for its prota¬ 
gonists or supporters. Congress is now 
in a mood to reduce further even the 
diminished aid programme which the 
administration has put before it. A spe¬ 
cial target for the axe*men is the package 
of authorisation requests for the multi¬ 
lateral development banks. There is a 
strong body of bipartisan contention that, 
in the first place, since so many domestic 
social programmes are being cut on 
grounds of federal economy, foreign eco¬ 
nomic assistance funds should be reduced 
even more sharply and that, secondly, such 
funds as may still be made available for 
die purpose, should, in the main, be 
directed towards bilateral assistance pro¬ 
grammes. The claim is that the American 
tax-payer should have the satisfaction 
diat his money is going to countries which 
lie friendly to US foreign policy concerns 
and are also practitioners of the tenets 
rf a free market economy in which 
American capital is encouraged. 

President Reagan, left to himself, would 


willingly go along with the opposition to 
the commitment of US funds to multi¬ 
lateral development banks. But the State 
Department, anxious to work with 
America's NATO allies and Japan on a 
less uneven sharing of the common de¬ 
fence burden, which is presently in its 
major part the responsibility of the United 
States, has been strenuously advising the 
President not to ignore the concern ex¬ 
pressed by countries, such as West 
Germany, Canada and Australia over 
threats of an American retreat from obli¬ 
gations to the Third World. Secretary 
of State Haig recently acquired a power¬ 
ful ally in Donald T. Regan, Secretary 
of the Treasury, who, after sitting on 
the fence more or less until now, is 
counselling the President on the desir¬ 
ability of the United States keeping to the 
arrangements which it has already enter¬ 
ed into with regard to the multilateral 
development banks. 

The President's recent letter to some 
Congressmen asking for their support 
to the authorisation requests on which 
legislation is pending, however, makes 


no secret of the working of his mindl. 
Reagan has assured them that the ad¬ 
ministration is reviewing future policy^, 
towards these institutions and the impli¬ 
cation is that its approach would be sym¬ 
pathetic to the dominant political opinion 
in the country that such funds as the 
administration and the Congress may de¬ 
cide to spare for foreign economic assis¬ 
tance should be related to American free 
market philosophy as well as to the pro¬ 
motion of American foreign policy aims. 

In other words, aid will emphatically 
be with strings and the strings themseivcs/ij 
arc to be guaranteed high visibility. The 
history of international development 
assistance is now at the cross-roads. 
Symptomatic of the times is the report 
currently circulating here that the US 
embassy in India has sent out people to 
investigate World Bank group-assisted pro¬ 
jects and gather data for the studies which 
the Reagan administration is conducting 
on the ideological, political and economic 
aspects of the functioning of multilateral 
development bunks in Third World 
countries. 
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Resources for Investment on 

8. S. Gauba 


At PRESFiNT Indian Railways are wholly 
financed by the Central Government and 
are not permitted to lake loans from 
banks, other leading institutions or issue 
debentures/secure deposits from the 
j^^ublic. This naturally causes an unin- 
BBlcnded constraint in finding resources 
required for construction of new lines 
and strengthening, upgrading and moder¬ 
nizing the existing facilities as well as 
rolling stock namely locomotives, wagons 
and passenger coaches, etc. 

The first investment cn Indian railways 
was"^made in 18f0 and the capital requir¬ 
ed (£5CO,OCO) was raised by GIP Rail¬ 
way Co incorporated in England by an 
Act of Parliament on August I, 1849. 
Similar companies were floated for cons- 
ll^litfuction of railway lines in the East by 
EIR, in the South by Madras Railway Co, 
in the West by BB and Cl Railway Co, 
in the North-West by Sind Punjab and 
Delhi Railway Co, in the farther East by 
Eastern Bengal Railway Co, in the far¬ 
ther South by South Indian Railway Co. 
and in the North-East by Oudh and 
Rohelkhand Railway. 

The Network 

By August 15, 1882, Indian railway 
network had a route kilometrage of 
16,333 (about 10 thousand miles) and 
most of the investment required for con- 
^struction of this railway system had been 
provided by private railway companies 
which were provided by the Govern¬ 
ment land free of cost, and also guarante¬ 
ed return on capital at specified rates of 
interest varying from 4.5 per cent to 5 per 
cent. 

Even though capital was provided by 
the railway companies, the Government 
retained control regarding standard and 
details of construction, the rolling stock, 
speed of trains and the rates and fares to 
^Jbe charged. The Government also super- 
"vised the standard of maintenance and 
jthe form of accounts. Even though the 
initial leases were to end after 99 years, 
provision was also made to enable the 


Government to purchase lines after 25/50 
years on payment of capital invested by 
the companies. 

Public opinion was, however, highly 
critical of private companies being made 
to construct railway lines and permitted 
to lun them at terms which were charac¬ 
terized as unduly generous for the inves- 
fojs at the experse of Indian fax-payers. 
It was felt that private companies with a 
State guarantee of profits were not likely 
to ob5ervc economy in expenditure and 
follow the time honoured cannons of 
financial propriety thereby resulting in 
cxliavagant and wasteful expenditure. 
Sir John Lawiance, former Viceroy of 
India observed : 

*i think it is notorious in India among 
almost every class that ever heard talk on 
the subject that the railways have been 
extravagantly made, that they cost a 
great deal more than they arc worth or 
ought to have cost”. 

Government Takeover 

In the Sixtees of the last century at¬ 
tempts were made to induce private in¬ 
vestors to construct railways at their own 
risk and cost but this experiment did not 
meet with much success and therefore 
Government was left with no other alter¬ 
native but to assume ownership of the 
railways by teiminating the lease after 
the expiry of 25 years’ period. 

In the Eighties of the last century the 
necessity was felt for rapid expansion of 
railway system but the Government did 
not have adequate funds to invest. It 
was decided to use private enterprise to 
the extent possible with such guarantees 
as would secure investment of capital 
without involving Government in finan¬ 
cial or other liabilities of an objection¬ 
able nature. Various companies were 
formed between 1881 and 1892 and the 
guarantees which were given to these com¬ 
panies were much more favourable to 
Government than in the case of companies 
formed prior to 1869. These conditions 
enabled the Coverpment to keep control 


Railways 


over the working of these railways andij 
the company was bound to keep the 
lines in good repair, provide adequate ; 
number of rolling slock, plant and mac¬ 
hinery and to maintain sufficient staff 
strength for the purpose of operating the. 
lines to the satisfaction of the Govern-! 
ment. Account.s \^cic also subject to 
audit by the Co\cinmtnt. Go\ernneni 
hadthception to allow further capital 
exptndiline and also all the contracts 
verc terminable at the opiion of the 
Covetnmenl on specified dales on pay¬ 
ment of capital at par. These contracts 
were terminated in due course fiom 1925 
to 1944 and the management of the com¬ 
panies was taken over directly by the 
Government. 

State Railways 

Some of the railway systems working in 
cjstwhilc Indian States were constructed 
by the respective rulers of these States 
and the funds required were provided by 
them. As a result of integration of the 
Indian States after Independence, these 
cx-Statc railways were taken over by the 
Central Government and integrated with 
the various zonal railways which were 
formed in 1950. 

While the investments made by private 
companies on construction of railwayi 
in India were guaranteed a fixed rate of 
return by the Government, theie was no 
established convention regarding the re¬ 
turn to be paid by the lailways on the 
capital investment made by the Govern¬ 
ment on the construction of railways or 
purchasing them from private companiet 
on termination of their leases. Thia 
state cf affairs continued right up to 1924 
when pursuant to recommendations o1 
the Acworth Committee, railway finance 
were separated from general finances 
The object of the separation conventiot 
was to introduce a system of finance whic 
while maintaining unimpaired control o 
Parliament and ensuring to general reva 
nues a fair return for their investmen 
made op railways, would permit flexibi 

^ j 



THE TECHNOLOGISTS’ 
SUPERMARKET 



That's one way of describing 
the broad spectrum of lOL's 
technologies. 

The technologists' supermarket 
is lOL where under one roof a 
wide range of products and 
services are available. 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment; special 
gases for the electronics 
industiy, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research; anaesthetic equipment, 
welding and cutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the email 
tool manufacturer, the giant heavy 
engineering sector, petrochemical, 
fertiliser and refinery complexes 
plus entire gas plants, associated 
cryogenic equipment; and jiquid 
oxygen explosives for mining. 


Backing this hardware Is a 
package of services-consultancy 
and advisory, after - sales, and 
training. 

lOL's leadership in all its 
activities is the leadership of 
technology. Cross-fertilising 
latest trends with existing know- 


ledge to breed a new genera- 
t'- tion of products and sen^ices. 
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lity to the railways to run on sound com¬ 
mercial lines duly taking into considera- 
uon the need of creating a proper depre¬ 
ciation fund and build up railway re¬ 
serves >^hich could be utilized for the 
purpose of equalizing dividend payable 
to the general revenues. The reason 
why a sepaiation convention was prefer¬ 
red to a legal enactment was that in a 
convention adjustments could always be 
made from time to time to meet varying 
needs and difficulties of the railways/ 
general revenues. This arrangement 
l^uld also be subject to periodical revision 
and review and the flexibility available 
under the convention would be missing 
under a legal enactment. 

Under separation convention of 1924, 
railways were to pay one per cent on the 
capital at charge of commercial lines plus 
]/5th of any surplus profits remaining 
after payment of this fixed return. Due 
to economic depression which set in from 
1929-30, the railways were in no position 
to pay any dividend to the Government 
||0ihd the payment of contribution to gen¬ 
eral revenues ceased w.e.f. 1931-32. Dur¬ 
ing 1930s. the financial position of the rail¬ 
way was so bad, they could not pay back 
the loans taken from the Depreciation 
Reserve Fund to meet the railway de¬ 
ficit. 


Hugs Surpluses 

The undischarged liabilties of railways 
to general revenues and the loans taken 
from depreciation reserve fund were 
however cleared during the Second 
World War when there were huge sur- 
nluses. In 1943, it was decided that 
There will be no fixed dividend payable 
by the railways and the surplus on com¬ 
mercial lines was to be distributed bet¬ 
ween the railways and general revenues 
in the ratio of 1:3. 


After independence in 1947, compre¬ 
hensive review of the railway convention 
in the pest Independence era was condu¬ 
cted in 1949 which provided for payment 
of fixed dividend 0.4 per cent per annum. 
This rate has been subsequently reviewed 
and revised by the various convention 
g^ommittees from time to time duly taking 
into consideration the financial position 
of the railways and the need for gen^at- 
ing internal resources for meeting the de¬ 



velopmental needs for the Railways. 
The annual dividend rate was increased 
to 4.23 per cent in 1961 to 4.5 per cent 
from 1963-64 and to 5.75 per cent on the 
fresh capital provided to the railway 
from 1964-65, keeping in view the incre¬ 
ased cost of raising capital for the rail¬ 
ways and still higher rate of interest on 
certain foreign loans made available to 
railways. The convention committee of 
1965 increased the dividend rate to 5,5 
percent on capitalupto March 31, 1964 
and 6 per cent on capital added from 
April 1,1964. The rates of dividend were 
maintained by the convention committee 
of 1971 and the latest convention com¬ 
mittee have prescribed a rate of 6 per cent 
for payment of dividend to general re¬ 
venues. 

Investment Needs 

The investment needs of the railways 
for the years 1980 to 1985 as indicated in 
the Corporate Plan works out to Rs 7500 
crores. As against this requirement of 
funds, the Planning Commission has 
provided a sum of Rs 5,100 crores in the 
Sixth pivc Year Plan from 1980-85 which 
is highly inadequate to meet the actual 
requirements of the railways. If railways 
have to play their chartered role in the 
economic development of the country and 
have to increase the capacity commensur¬ 
ate with the demands made by the econo¬ 
my in the various sectors, they will have 
to think about exploring alternative ave¬ 
nues for attracting investment on the 
system. Ordinarily speaking, there should 
be no scarcity of capital for spending on 
worthwhile investments provided expected 
rate of return exceeds the opportunity 
cost of capital. We can always borrow 
capital at the prevailing rate of interest 
inside the country as well as abroad 
provided wc can utilize these investmcnis 
in creating facilities and generating capa¬ 
city which can give us higher rate of 
return. 

The main advantage in having only one 
source of financing capital requirements 
is that the interest rate (dividend) 
payable by the railway as determined by 
the various convention committees from 
time to time is always lower than the in¬ 
terest rate charged by commercial banks, 
financial institutions or the marketi rate 


of interest on deposits offered by cominef!^| 
cial undertakings in the private as 
as public sectors. This advantage 
however, not retnined by the railways lin4i 
is pas.scd on to railway users in the sbape'^ 
of $ubsidi.scd tariif for transportation of'>i 
piissenger.s and goods. In short lower rates c 
of dividend are not resulting in any ac- i 
celcratf d development gi owth of the rail- ■ 
way system nor is it contributing to accu- ' 
mulalion of developmental reserves which ' 
can be subs, quently used for essential 
de\elopmenial works. 

Public Utility 

It will be worthwhile to note that 
Indian railways are a public utility and arc 
serving as a life line of the nation by. 
facilitating movement of men and mate¬ 
rials from one part of the country to 
another in times of peace as well as 
war. In case the development of railways 
is stifled on account of any financial con¬ 
straint, it can definitely result in retarding 
the gi owlh of economy and consequently 
result in keeping down the standard of 
living of the poor mas.ses. Giving subsidy 
to railway users while fixing the tariif may 
not be in the overall interest of the coun¬ 
try and the losses to the economy due to 
lower rate of growth may be much more 
harmful to the poor people while the 
advantage may be derived by a small 
fraction of population who can very well 
afford to pay cost based tariff for trans¬ 
portation of passengers/goods. 

After all most people who use rail¬ 
ways in India are above the poverty 
line and any subsidy given to this sectioa 
of populace may not ameliorate the lot of 
the rural poor living below the poverty 
line, most of whom may not be using the 
railway system at all. It would be inte¬ 
resting to find out the real beneficiaries of 
the subsidies given by the Government ill 
the matter of fixing tariff for transporta¬ 
tion of passengers/goods on the railways. 
They are mostly people living in urbajoi 
areas whose standard of living is much 
higher than the poor people living in thd 
countryside. 

It is therefore a moot point for consi¬ 
deration as to whether we should expand 
the base for obtaining funds for invests 
ment on the railways so that the growtt 
of railway system in India is not stiflec 
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pSid new lines are constructed in the back- 
fyv^rd areas which are still deprived of any 
^'adequate railway network and can be 
developed speedily with the construction 
^ of new lines. In the past, no area has 
? continued to remain backward for a long 
I time after the construction of a network of 
i railways. This clearly goes to prove that 
^.construction of new railway lines in back- 
1 , ward areas will definitely improve the 
j economy of those areas and indirectly add 
i to the prosperity of the country as a 
; whole. Most of the unreinuncrative com- 
I mcrcial lines w'c are having on our rail- 
^ way system are old lines which were con- 
i structed before Independence and arc no 
. longer necessary due to tremendous 
changes which have taken place since 
; their original con.struction. Tt is therefore 
clear that while wc should go on closing 
- unremuncrativc lines which arc no longer 
useful for the economy or security of our 
country, wc should not hesitate to inject 
additional funds for development of back¬ 
ward areas by construction of new rail¬ 
way lines. Most of the backward areas 
'are very rich in mineral and forest re¬ 
sources and these can be harnessed quick¬ 
ly if they become approachable by con¬ 
struction of new lines. 

Accelerated Investment 

Once we concede the need for accele¬ 
rated investment on the railways, wc 
must explore the possible sources for 
obtaining additional funds. The Planning 
Commission had its own dilficultics 
'and limitations in allocating additional 
funds for investment on the railways in 
the various hive Year Plans. Over the 
'past 35 years, the percentage of total plan 
^outlays, earmarked for development of 
'railways has been coming down and this 
ibas naturally stilled the growth potential 
•of the system. If wc leave aside the Plan- 
filing Commission and the general revenues 
^as a source of financing these additional 
irequirements, we have to explore various 
* other sources of obtaining funds in- 
Igide the country as well as abroad. The 
laources inside the country which have 
! remained untapped so far are ; 

(i) Commercial banks; 

i;*-' ^ 

(ii) Financial institutions; 
r (Hi) Public deposits; and 

(iv) Suppliers’ credits. 


Outside the country we are already 
obtaining loans from the World Bank for 
financing investments on the railways. 
We can now look towards other financial 
institutions who might be interested in 
investing on the railways. These institu¬ 
tions can be a consortium of banks or 
other investors both Governmental as well 
as private. Since the ownership of Indian 
railways cannot be diluted, we have to 
depend upon taking long term loans/Oxed 
deposits at tlic lates of interest prevailing 
in the international markets. 

If wc are going to expand the invest¬ 
ment base by taking loans at higher rates 
of interest, we must also produce higher 
margins of profits to pay back these loans 
along with interest as and when these 
repayments become due. This would 
necessitate introduction of cost based 
tariff on the Indian railways and elimi¬ 
nation of the hidden subFidy which we 
arc giving at present to a cross-section of 
our population viz railway users. 

Need for Modification 

At present wc are having uniform tariff 
throughout the length and breadth of the 
railway system in India. It may be a 
simplified system of calculating fares/ 
freight rates but under this system, there 
is no linkage between the cost of trans¬ 
portation of a particular stream of traffic 
and the rates charged by the railways 
for the same. We will have to modify 
the system of prescribing tariff if we 
want to have higher margin of overall 
profit. Making the tariff cost-based is 
most scientific and will take care of com¬ 
petition from other modes of transport. 
As far as the country’s economy is concer¬ 
ned, we must select that mode of transport 
which is most cost effective. If it is 
more economical to transport a particular 
commodity by the railways, there is no 
reason why railways should not be per¬ 
mitted to charge a tariff which is commen¬ 
surate with the cost of operation. 

This takes us to the system of traffic 
costing on Indian railways. Traffic cost¬ 
ing as a concept is not very old on our 
railways and there is still lot of scope 
for putting it on sound, scientific lines. 
Some action has already been initiated 
for costing the various stream of traffic 
on the system, but if we have tp. intro- 
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dttce cost-based tarifi; we must haw raU- 
able data for having a fair assessment of 
the cost of operations on the \arious sec-'v i 
tions of the railway system as also for 
the various commodities moved by rail. 
After all the cost of transportation will 
depend upon the nature of commodity, 
its value, its movability, the type of wa¬ 
gons required, the sections on which the 
commodity has to be moved and the 
distance over which it is moved. Cost 
analysis taking into consideration the 
above mentioned factors would be neces¬ 
sary to determine an accurate cost-based 4 
tariff. 

Stifled Growth 

So far Indian railways have been ope¬ 
rating in isoiarion and this has been a 
very important factor in stifling its pro¬ 
per growth. With the increase in the 
volume of tialTic to be moved and the 
variety of commodities/goods to be trans¬ 
ported and rapid expansion in interna¬ 
tional movement of goods and passengers 
it has become essential for Indian rail- 
ways to think about providing a package 
of services involving multi-modal trans¬ 
portation system on road, by rail, by sea 
and by air. This multi modal concept 
would also involve a new tet of packing 
conditions for commodities, use of con¬ 
tainers and uniform loading facilities at 
the major junction points where transfer 
from one mode to another becomes neces¬ 
sary. This package of services can be 
provided either in unison with other un¬ 
dertakings both national and inter¬ 
national or by diversifying the field of 
operation so that we can provide total 
transportation services from the consig¬ 
nor’s premises to consignee’s premises. 

There have been several developments 
in the field of packing materials and new 
packing systems. This would necessitate 
change in the existing packing conditions 
prescribed by the railways. It will also 
necessitate suitable modification in the 
construction of our rolling stock, storage 
facilities provided at the terminals and 
the equipment used for handling these 
consignments at the loading/unloading 
points. This again may require addition¬ 
al investments but this would be quite 
useful to the railways as well as the rail¬ 
way users because the additional amount 




they might be paying through enhanced 
Mariff may be offset by savings achieved 
in the cost of packing materials. In 
the long run the users as well as 
operators of the railways may welcome 
these innovations. 

Railways are using lot of raw materials/ 
components/sparcS, etc. Some of these 
components can be manufactured econo¬ 
mically by placing ojders on outside firms 
but there are several components whicii 
can be manufactured more economically 
yif railways diversify their field of acti¬ 
vities and set up plants/factories for their 
manufacture under their own supervision 
and manned by their own officers and 
staff. This can save a lot of botheration 
and result in production of components/ 
spares in the desired quantity at the time 
and place decided upon by the railways 
themselves. Even if railways are not able 
to meet the full requirement through 
such factories, it will certainly help in the 
introduction of healthy competition in the 
^ccwnmcrcial market. For example with 
'*^IRC0N taking over electrification works 
on Indian railways, the rates quoted by 
the private sector firms have definitely 
come down. Such healthy competition 
would be in the overall interest of the 
country. The produce of such plants/ 


factories can also be exported to other 
countries where such components/spares 
may be required. Wherever possible, we 
can utilize small scale ancillary units in the 
vicinity of the main factory by giving them 
proper guidance, designs, plans etc, and 
exercising adequate quality control to en¬ 
sure that the components are of the pro¬ 
per quality, size and specifications. This 
will generate additional employment pot¬ 
ential in the country and would also 
bring down the cost of manufacture of 
such components. A beginning has al¬ 
ready been made by setting up factories 
at Bangalore and Patiala. 

Some of the cquipment/machinery/ 
other assets created by the railways in 
the earlier period of their existence have 
become completely out of date and need 
immediate replacement. There are other 
assets/equipment/machincry which have 
become obsolete in the light of new tech¬ 
nology and innovations that have taken 
place in the recent past. This calls for 
modernisation of the existing railway 
assets and electrification of track. 
Modernisation will naturally cost 
a lot of money and force the rail¬ 
ways to tap fresh sources of investment. 
In the ultimate analysis all modernisation 
schemes should prove cost effective and 


should result in economies in operatitiiill 
duly taking into consideration the higtt^ 
rate of investment and the interest 
able thereon. At present we are forc^J 
to defer undertaking these modernisatioll^ 
schemes due to the paucity of funds whichl 
is not in the interest of the country^i;| 
Once we expand the base of obtaining^ 
funds for investment on the railway and' 
are willing to pay higher rate of interest, 
prevailing in the commercial markets^^ 
there should be no further delay in cxc^ 
culing the various modernisation schemed 
which arc cost effective and will increase 
margin of profits even after paying higher 
rales of interest. So long as the oppor^: 
lunity cost of capital is not more than the 
rate of return on investment and so long 
as we can maintain this differentia], there 
should be no difficulty in mobilising ad¬ 
ditional funds for such modernisationi 
schemes. This can be ensured by keeping 
a healthy balance between new traffic 
demand and additional capacity generated 
as a result of such schemes. On the other 
hand the economy will suffer gravely if the 
urgent demand of the community regard*- 
ing transportation capacity is kept unful¬ 
filled, thereby creating bottlenecks and im¬ 
balances in prices which are definitely not 
in the overall interest of the country. 
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Dblays cost, a day’s ciclay in Ihc set¬ 
ting up of a super thermal power sta¬ 
tion results in national production 
loss of over 30 crorcs. I'his is true of 
other sectors as well. Plan after Plan 
our targets in industry and infrastruc¬ 
ture took longer to materialise. A five 
year Plan took seven years to be com¬ 
pleted. Naturally projects were subject 
to over-runs. They cost more and 
produced less. 

Delays in project implementation 
have become common. That time is an 
element of cost is often forgotten, 
When a project is delayed, the losses 
to the economy arc many. These relate 
to investment, production, employment, 
revenue to the exchequer, and foreign 
exchange. 

Many a time, due to delays, the 
project lost its viability and required 
to be abandoned. Delays raise the 
financial cost of projects without increas¬ 
ing the resources of the Government. 

Delay in the implementation of one 
project also has a snow balling effect 
on many others. Compounded delays 
curtail the tempo of economic growth 
in general. Almost each Plan target¬ 
ed for a GNP growth of over 5 per 
cent but achieved on an average only 
3.5 per cent. 

Delays have become the biggest 
impediment to the progress of the 
country. 

The cost of delays as measured by 
the escalation in the project cost is 
itself quite revealing. The delays and 
the consequent additions 1o cost 
per year in respect of some of the 
undertakings has been given in Tabic f. 

The production lost on account of 
delayed installation of capacities in the 
projects mentioned in Table I have 
also been phenomenal. The direct 


Cost of Time 

production loss sustained by them on 
account of delay is given the Table II. 

Table H 
Production Loss 

(Rs Crores) 


Name of the 
Project 


Production 

Loss* 


Bokaro Steel Plant 
Gijarat Refinery 
Bailadilla 
Panipat I 'crtilizcr 
Bokajan Cement 
Donimalai Iron Ore 
Rajhan Cement 


301.875 

438.00 

76.50 

47.43 

11.25 

7.29 

4.12 


The impact of delays is more severe 
on private enterprises. Public sector 
projects can be carried over from one 
Plan to the other and necessary funds 


apportioned from the budgetary 
revenues. Private sector has limited 
resources and has to be guided strictly 
by the viability of projects. Besides 
private sector enterprises are subject 
to numerous coutrols which required 
them to get approvals of Government 
the procedures for which are time con¬ 
suming. Industrial licensing, import 
licensing, loans from financial institu¬ 
tions bank credit, purchase of land, 
sanction of transport facilities, electri¬ 
city etc. all take undue time. As a result 
the gap between project conception and 
project completion is too wide. 

The Sixth Plan envisages an average 
industrial growth of S per cent per 
year. Towards this end production 
capacities arc to be set up on a large 
scale in many industries. The following 
is the profile of additional capacity 


Table I 

Cost of Delay in Various Public Sector Plants 


Name of the 

Project 

Delay 
(in months) 

Cost of 

Delay 
(Rs. crores 
per year) 

Final 

Increase 
in Cost of 
Project 
(Rs crores) 

Bokaro Steel Plant 

72 

51.72 

310.32 

Gujarat Refinery 

12 

27.99 

27.99 

Panipat Fertilizer 

15 

27.60 

34.5 

Donimalai Iron Ore 

12 

19.28 

19.28 

Bongaigoan Refinery 

17 

16.56 

23.46 

Rajhan Cement 

11 

12.24 

11.2 

Bailadilla Iron Ore 

60 

6.24 

31.2 

Acrylic Fibre (IPCL) 

28 

6.12 

14.28 

OFFP Hardwarc(BHEL) 
High Pressure Boiler 

21 

6.72 

11.76 

Plant (BHEL) 

36 

1.92 

5.76 

Bokajan Cement 

Basic Chemical 

24 

1.32 

2.64 

Unit (HOCL) 

100 

0.72 

6.00 
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creation envisaged in respect of differ¬ 
ent industries: 

Capacity expansion over 100% : PVC, 
DMT, malathion, methanol, polyester 
filament yarn, newsprint, printings 
machines, ship building, ball and 
roller bearings, mechanical watches, 
power capacitors, consumer electronics. 

Capacity expansion between SO and 
lOOy,, : Cement, soda ash, calcium 
carbide, industrial oxygen, nitrogenous 
fertilizers, viscose staple fibre, polyes¬ 
ter staple fibre, synthetic detergents, 
machine tools, cement machinery, sugar 
machinery boilers, steam turbines, 
earth moving equipments, agricultural 
tractors, commercial vehicles, jeeps, 
bicycles, GLS lamps, fluorescent 
tabes, domestic refrigerators, and 
power cables. 

Capacity expansion between 20 and 
50y^ : Steel, alloy steel, sulphuric acid, 
caustic soda, polystyrene, detergent 
alkylates, sugar, leather footwear, 
paper and paper board, automobile 
tyres, rubber machinery, chemical and 
pharmaceutical machinery, textile ma 
chinery, hydro-turbines, transformers, 
electric motors, railway coaches, rail¬ 
way wagons, scooters, type-writers 
dry cells, storage batteries, public ad 
dress systems. 

Capacity expansion between 0 and 
20y„ : Aluminium, refractories, BHC, 
nylon tyre cord, viscose filament yarn, 
vanaspati, jute manufactures, mining 
machinery, paper and pulp machinery, 
diesel locomotives, passenger cars, 
circuit breakers, welding electrodes. 

Industries where no capacity addi¬ 
tion is envisaged: LDPE, HDPE, 
polypropylene, synthetic rubber, ca- 
prolactum, viscose tyre cord, acrylic 
fibre, rubber footwear, bicycle tyres, 
road rollers, sewing machine. 

If the targets set in the current Plan 
are to be achieved, the new projects 
have to be implemented without delay. 
There is very little room for being selec¬ 
tive, for the simple reason that in this 
matrix of targets, inter-industry link- 
^ ages are important. A shortfall in 
one area can hold up development in 
the other. Naturally, attention needs 


to be directed towards identifying and 
removing the bottlenecks impeding 
project implementation. 

An industrial project cannot be con¬ 
ceived and carried out over-night. It 
involves a series of exercises beginning 
with the identification of the market, 
ascertaining feasibility of the project in 
terms of technology, economics of 
scale and availability of basic inputs 
and arrangement for finances. 

Normally, the gestation period should 
consist of the following : 

—Time taken for preparing market 
studies and project profile. 

—Delivery period for plant and 
machinery. 

—Lead time for developing captive 
souiccs of raw materials, if necessary. 

— Civil construction and installations 
at site. 

However, the controls and regula¬ 
tions imposed by government, clearan¬ 
ces under which will have to be obtain¬ 
ed for carrying out the projects, signi¬ 
ficantly lengthen the gestation period. 
Major among the factors that add to 
the lime span of the projects are the 
following : 

Licensing Clearances 

Letter of intent and industrial 
licence ; foreign collaboration, import 
of capital goods clearances under 
MRTP Act and company Law etc. 

Financial Arrangement 

Clearance from the Controller of 
Capital Issues : negotiations with the 
term lending institutions for bridge 
loan and term loans. 

Availability of Physical Infrastructure 

Power and water connection, coal 
delivery, allccalion of other basic raw 
materials, railway wagons etc. 

At each stage there arc delays which 
make it impossible for an Indian en¬ 
trepreneur to match performance 
with his counterpart in other coun¬ 
tries. This has been the primary 
reason for loss of many export orders. 

A case history of a cement plant 
under implementation highlights the 


snags and road-blocks on the way of 
speedy implementation of projects : 

—The industrial undertaking wish¬ 
ing to set up a cement plant took 
three months to satisfy itself through 
proper market studies the desirability 
of entering into this area. 

—Having done that the company 
applied for a letter of intent. This 
was delayed by over 18 months by the 
process of obtaining a prospecting 
licence and collating the information 
available there from. 

> Having satisfied itself with the 
result of prospecting the company 
sought to obtain a mining lease. This 
takes normally 6 months. But since 
the mining areas in the case of the 
company under reference w'as located 
in declared forest land, the total pro¬ 
cess involved was over one year. 

—The company than applied for a 
letter of intent, which was issued after 
a period of months. 

—In the case under reference the 
technical authorities insisted, after the 
issue of letter of intent that the capa¬ 
city envisaged be enchanced to an 
economic level. This was done by 
revalidating the letter of intent with 
suitable amendments. The negotia¬ 
tions in this regard involved a period 
6 months. 

— The application for conversion of 
letter of intent into industrial licence 
was then sent to the SIA after taking 
effective steps. But since the project 
cost in the application for industrial 
licence had been suitably revised up¬ 
wards to accommodate cost escalations, 
the process of conversion of letter of 
intent into an industrial licence which 
earlier was done, more or less auto¬ 
matically by the Joint Secretary con¬ 
cerned, would take another 6 months. 
For, the whole proc.:ss of clearances 
from the Company Law Board, MRTP 
Commission, etc., have to be gone 
through all over again. 

- During the period of conversion 
of letter of intent into industrial licence 
there arose a period when due to the 
delay in granting of industrial licence, 
the company was left with no legal 
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document to back-up its negotiations 
with the financial institutions. There¬ 
fore, the company had to apply for a 
fresh rcvalidation of the letter of in¬ 
tent. However, as per the new pro¬ 
cedure introduced, every rcvalidation 
of letter of intent after two terms as also 
the conversion of the letter of intent 
granted to an MR I P company has to 
be cleared by the Cabinet Sub-Corn- 
niittce. Until such time it clears the 
project, work at site and negotiations 
with the financial institutions have to 
wait. 

—^7he company under reference 
applied to the financial institutions 
for term loan on the receipt of the 
letter of intent and the loan was sanc¬ 
tioned after a period of over ^ months 
by the leading institutions and the 
other institutions arc expected to 
follow suit. However, this might well 
take another two or three months. 

—The implementation of the pro¬ 
ject may be further delayed since the 
financial institutions have not agreed to 
entirely finance the cost over-runs. 
They insist lliat the promoter should 
equally bear the burden by making 
matching contribution on the basis of 
the proportion of the promoter’s con¬ 
tribution in the original application. 
This is being demanded even when the 
promotejs’ have already contributed 
far in excess of whut they need to con¬ 
tribute for a project undertaken in 
backward areas. One of the major 
reasons for the escalation in the pro¬ 
ject cost is the recent hike in the rale 
of interest. 

—The progress at site v^as delayed 
firstly by the inordinate delay of two 
years in the acquisition of land. The 
main reason has been the lack of coor¬ 
dination between the C'enlral and State 
Governments and other concerned 
agencies in respect of releasing forest 
land for industrial purposes. Second, 
the power connection has not been 
given for construction purposes. 
Work at site is being carried on with 
the use of diesel generating sets. While 
construction at .site is in progress, 
w'ork on transmission lines for the 
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supply of 15 MW of power to the 
unit is yet to begin. 

—Equally, the railways have advised 
the company to approach them for 
linkages for the supply of wagons for 
moving coal and limestone only when 
the project is nearing completion. It 
is doubtful whether the railways will 
quickly grant the necessary linkages 
once the project is completed. 

This project for the manufacture of 
500,000 tonnes of cement per annum 
conceived in J970 costs in 1980 Rs 40 
crores as against the original estimate 
of Rs 20 crores. The company con¬ 
cerned and the country could have been 
saved of at least half of the additional 
cost (about Rs 10 crores) provided 
the gestation period aiuld have been 
cut down by at least five years. 

Cost of time is relevant not only to 
the implementation of the new projects 
but for the healthy functioning of 
every industrial unit. Not very in¬ 
frequently the delays in the imple¬ 
mentation of Government policies 
have adversely aifected the health and 
growth of industrial enterprises. 

A case history of the appplication 
for amalgamation under Section 72A 
of Income Tax Act clearly illustrates 
this point: Amalgamation under 72A 
involves clearances from the Con¬ 
troller of Capital Issues, MRTP Com¬ 
mission, and the Company Law De¬ 
partment. 

The progress regarding the process¬ 
ing of the application under reference 
has been as follows: 

— The application to the specified 
authority was submitted m May, 1978. 

— It was followed up by an applica¬ 
tion to the ll'CI for the compromise 
on loan taken by the unit to be 
amalgamated in August 1978. 

-The clearance from the Depart¬ 
ment of Company Law and the MRTP 
Commission was obtained in August, 
1980. 

— The amalgamation project was 
cleared subsequently in September, 
1980, that is after a perion of 26 
months from the date of submission 
of the application. 


Between May, 1978 and December, 
1980 there was considerable escala¬ 
tion in the cost of every type of input. 
Major among these arc: 

— Wages: The increase in wages 
payable to the workers of the sick unit 
worked out to Rs 200,000 for the 
period of two years. The consequential 
additional expenses on PFA, ESI, etc., 
worked out to another Rs 25,000. 

— Plant and Machinery: The addi¬ 
tional cost of the rehabilitation of 
the sick unit in terms of new equip¬ 
ment is estimated around Rs 12 lakhs. 
Fortunately for the company, the 
agreement arrived at with the con¬ 
sortium of financial institutions, the 
interest was frozen as on a parti¬ 
cular date and, therefore, the burden 
of interest did not increase in the 
intervening period. 

— Administrative Expenses: Because 
of the gap of2i years, the entire 
economy of the project had to be 
worked out de novo. The initial pro¬ 
jections made in May 1978 turned 
out to be totally out of line in January 
1981. The management had, therefore, 
to waste time and energy again in 
redoing the calculations. 

Recognising the importance of 
adhering to firm timetable in imple¬ 
menting development programmes, the 
Plan document itself observes: 

“Persons responsible for the im¬ 
plementation of the Plan should 
be made to feel a sense of involve¬ 
ment in fulfilling the Plan targets. 
Every impediment that thwarts initia¬ 
tive and sense of expedition in 
operating the Plan schemes 
ought to be removed. For this pur¬ 
pose, the existing procedure would 
require very careful examination 
so that proper formulations are 
drawn-up and quickly implemented.’* 
Cost of delays, though invisible, is 
high. Undoubtedly, our first target of 
attack should be the policies and 
procedures that cause delay. Note 
has to be taken not only of the cum¬ 
bersome procedures already laid down 
in respect of obtaining clearances but 
also of the unwritten laws that govern 



the working of the administrative 
mechanism. Needless to emphasise the 
imperative need for an altitudinal 
change on the part of ail those who are 
involved in decision making. 

Following are some of the specific 
steps that need to be taken so that new 
projects arc speedily implemented 
and industrial growth accelerated. 

— Limit Licensing Area: The very 
process of licensing involves delays. 
Even as per the accepted deadlines, a 
project will have to wait for more than 
two years. There is a strong case for 
limiting the area of licensing control 
say only to industries where special 
consideration is deemed necessary. 

— All medium enterprises must be 
relieved of the onerous process of 
licensing. They have however to be 
subject to the clearance by the finan¬ 
cial institutions for purposes of 
funding and ensuring their tcchno- 
cconomic viability. 

The entry of new units, import 
of capital goods, foreign collaborations 
etc. in such cases may be governed 
by clear guidelines the violation of 
which would attract Government 
intervention. 

— As is the case in many democratic 
countries these enterprises may be requir¬ 
ed to file the necessary information with 
the industry Ministry. The Ministry 
already has adequate powers to proceed 
suo-motto against any erring enterprise. 
Such a measure would not only drasti¬ 
cally reduce the delays in the imple¬ 
mentation of projects but enable closer 
scrutiny and faster clearance of the 
more important ones. 

— Evolve Clear Guidelines: License 
applications which are disposed of 
even within the time schedules in¬ 
clude a large number of rejections a 
part of which again come up for con¬ 
sideration with due amendments in 
their original application. This only 
adds to the paper work and lengthens 
the process of project implementation. 

— A major reason for delays in the 
grant of licence is the prolonged cor¬ 
respondence between the Ministry and 


the applicant over Government policy. 
The present Guidelines for Industry 
published by the Industry Ministry is 
not up-to-date and complete in respect 
of the necessary information needed by 
the entrepreneur to frame his project. 
Information as to the size of the plant 
to be recommended; locations in the 
preference list; policy regarding im¬ 
port of capital goods, availability of 
indigenous technology etc. need to 
be provided. 

— Adopt Siniii/taneoiis Clearances: 
One of the principal causes of delay 
is the sequential nature of the different 
clearances. The project in all its 
dimensions should be examined at 
the time of granting a letter of intent 
itself and other clearances should auto¬ 
matically follow. 

- In a recent case of lyres and 
tubes plant, the licensing process took 
over five years although the letter of 
intent was granted within a record 
period of three months. Issue of in¬ 
dustrial licence was delayed on account 
of delays at various stages in the ap¬ 
proval of technical collaboration and 
import of capital goods. The latter 
took nearly 25 months. 

- - Minimise Controversies: As the 
Plan document itself has observed 
“With regard io major projects in the 
fields of industry, power, irrigation, 
etc. a good deal of controversies tend 
to .surround matters like costing, 
location, choice of tcchn(dogy, etc. 
The time taken to resolve these con¬ 
troversies is normally long and the 
economy loses very valuable benefits in 
the meantime. It is necessary therefore, 
that the procedure used for resolving 
these controversies are simplified and 
made expeditious'*. 

— In recent years the process of 
reappraisal of projects in the context 
of escalation in the cost have tended to 
involve prolonged negotiations. The 
entrepreneur is questioned if he makes 
adequate provision for cost escalation 
in the original application. However, 
subsequent requests for accommodating 
cost escalations are also generally 


frowned upon. Many a time the apK 
plicants agree to the costings made by 
the Government authorities fcaring^ 
that any attempt to prove the validity 
of their own costings would only in¬ 
volve delays which will further aggrav¬ 
ate the situation. 

- - Simplify Amendments to LI: 
Amendments to letter of intent neces¬ 
sitated by escalation in project cost, 
the need for enhancing productive 
capacity to economic levels and others 
warranted by clearly identifiable criteria 
should be made automatic. The ap¬ 
plicant should not be made to go to the 
LC-Cum-MRTP Committee again for 
the conversion of a letter of intent 
and licence so long as there is noth¬ 
ing against the spirit of the letter of 
intent. 

Make Conversion of LI into IL 
Automatic: J’hc recent procedure that 
all cases of conversion of letters of 
intent to industrial licence in the case 
of larger houses should be cleared by 
the Cabinet Sub-Comniiltcc has add¬ 
ed to the trail of delays. The Cabinet 
Sub-Corn in ittcc may be kept inform¬ 
ed of all the particulars of the 
likely conversions of letters of intent 
and only such cases which arc deem¬ 
ed necessary to be decided by the 
Sub-Committee should be taken up 
for clearance at that level. 

■ - Lxpedilc MRTPfCompany Law 
Clearance: The Clearance by the 
MRTP Commission and the Com¬ 
pany J aw Department seems to in¬ 
volve undue delays. A mechanism 
should be evolved to cut down the 
delays at this point. The practice of 
referring to the Company Law and 
the MRTP Commission even for 
small amendments in the letter of 
intent should be dispensed with. 

— Provide linancial Cover: Given 
conditions of escalation in project 
costs, the lead term lending institutions 
should provide for adequate cover 
for the project so that cost over-runs 
do not affect the implementation of the I 
project. i 

“ While it is understandable that I 


6CX3^0»flSr 


1449 


lUNB 19, 1 





I the linancial institutions are anxious 
X that the cost over-runs are financed 
J by the promoters themselves so that 
;; their own targets of financing arc 
*; not distorted it must be borne in mind 
; J that the finances of the promoters are 
;; more inflexible particularly at a time 
;; when they have already put in their 
;; share into the project. 

— Although the term lending insti- 
j; ► tutions have evolved common proce- 
;;; ^ dures, application form etc., in practice 
^ avoidable duplication is involved. 

''X 

.X —To examine the loan conditions 
^ of term lending institution the IDBl 
X had appointed a committee including 
X representation of Government, industry, 
academicians etc. which has submitted 
its report. The recommendations 
should be expeditiously implemented. 

1 ...-The commercial banks which 


provide necessary guarantee to the 
financial institutions for the grant of 
bridge loan normally insist on: 

“the Company to arrange for suit¬ 
able letters to be addressed to the 
Bank by the financial institutions in 
whose favour the guarantees are 
proposed to be issued to the effect 
that the Bank will be absolved from 
its liability under the guarantees, in 
the case the borrower fails to comply 
with the terms and conditions of their 
loans and that they (i.e. the term lend¬ 
ing institutions) will not delay or deny 
disbursement of their term loans on 
account of such failures on the part 
of the borrowers". 

This clause is a matter of contro¬ 
versy between the linancial institutions 
and the commercial banks and should 
be settled amicably at the earliest. 


— Effectively Coordinate Central and 
State Government Agencies: Industrial 
units depend entirely on the State 
Governments for acquisition of land, 
power connections, etc. Delays in these 
areas need to be cut down through 
proper coordination between the State 
and the Central Governments. 

— The credit authorisation scheme 
which is at present operated by the 
Reserve Bank of India should be decen¬ 
tralised. 

In all matters in which a decision 
has to be taken by the authorities a 
time-limit should be insisted upon. If 
any application remains unconsidered 
for more than the limit, the concerned 
department should be required to give 
explanation to higher authorities. Delay 
should be taken as a measure of in- 
effiency and dealt with severely. 
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Debentures Market 


A recent phenomenon of considerable 
interest to the capital market is the 
marked spurt in issues of convertible 
debentures, particularly after the pre- 

a sentation of the central budget when the 
rate of interest on debentures was raised 
from 11 to 13.5 per cent. Reliance 
Textiles (which has successfully issued 
two series of debentures so far) has 
recently come out with a third series 
with several attractive features to raise 
Rs 24 crores. 

It may be recalled that the cor.»pany 
issued convertible bonds for Rs 7.00 
crores in 1979. In 1980, it offered a 
second series of convertible bonds for 
Rs 10.80 crores by way of rights. The 
B^present offer is for conversion of 20 
per cent of the face value of the deben¬ 
tures into equity at a price of Rs 25 per 
share (against a market price of Rs 90- 
100). The proceeds of the debenture 
issue will be utilised to partly finance 
the Rs 79.5 crores polyester filament 
yarn project with an annual capacity of 
10,000 tonnes being set up at Patalganga, 
in Maharashtra, with the latest DuPont 
technology. 

Conversion Option 

Several companies have taken ad- 
pj^vantage of the popularity of convertible 
debentures. For instance, TELCO issued 
convertible bonds for Rs 47.25 crores 
for financing a part of the capital outlay 
involved in the expansion of its comn7.er- 
, cial vehicles capacity from 36,000 numbers 
to 56,(XK) numbers per annum.. These 
debentures are fully converiible inL) 
equity shares in two phases at a price 
of Rs 225 per share (against the current 
market price of Rs 525). Indian Rayon 
Corporation issued ccnvertible debentures 
for five crore rupees with a conversion 
^option of 20 per cent of the face value 
of every debenture at a price of Rs 20 
per share (current market price Rs 75). 
Ail these issues were over-subscribed. 


Recently the snuill convertible btuuls 
issue of Hindiisian Development Cor¬ 
poration was over-subscribed by nearly 
60 times. The market for convertible 
bonds by good rated companies conti¬ 
nues to be buoyant and active. 

I'lius it is clear that the convertible 
debentures have proved to be fairly 
attractive to the investing public. 
Although the comcrtible debentures arc 
not new to I lie Indian capital m.urket, 
this mode of linancing has bccom.c very 


T. T. Vijayaraghavan 
writes from Bombay 


pronounced only recently. The financial 
institutions with their much publicised 
“resources ci>ns1raint’' encourage the 
companies to h;i\e recourse to this type 
of borrowing olVering liberal underwrit¬ 
ing supp iT. 

The Indian capital market, it rauy be 
mentioned 1hm\, is too small cor./pared 
to the capital markets in the developed 
countries. The lype of scrips as vscll 
as vo'umc of scrips offered are railier 
limited here. I urlhcr, the operations in 
the capital r.iarkct are confined to a few 
thou.sand invcsiors. This has resulted in 
the public financial institutions emerging 
as the largest operators in the capital 
market. As repards debentures, the 
number of scrips and the amount of 
debentures issued to the public at the 
end of 1979 stood at 185 and Rs 504 
crores, respectively, as against a total 
of 3569 scrips for an aggregate amount 
of Rs 2740 crores listed on stock ex¬ 
changes. A substantial portion of these 
debentures is held by the financial insti¬ 
tutions and these holdings do not find 
their way into the capital market. The 
financial institutions acquired these de¬ 
bentures either as devolvement on account 
of their underwriting obligations or by 


purchase from the market as a part df j 
their investr.ient programmes. 

Investors* Apathy j 

These debentures, however, have pracd 
ticallv no market. The apathy of thql 
investing public to this type of securiticaj 
is too obvious. Nolwiihstanding thw 
constraints such as non-availability pfi 
floating sleek or operations by the insti^ 
tut ions on a large scale thereby keepiit||1 
the small investors at bay, the equity 
portfolio in the capital i.virket is fairly 
active and the lAarkei for debentures 
continues to be dormant. There are 
two main reasons. First, debentures are 
fixed income securities and do not pro? 
vide for increase in the interest rates in 
the event of an overall increase in the 
interest rale structure in the economy. 
This results in large-scale depreciation 
oT these securities. The longer the 
maturity period, the higher the dcpreciai 
lion. Second, the returns are low and 
are not commensurate with the waitinj 
period. Normally, debentures are issued 
with a maturity of seven to 12 yeai^: 
I'hc investors would not like to blo^ 
their funds m such investments whio| 
do not olfer any incentive either by wa^ 
of return or by way of protecting tlii 
capital. 

A new plicnoiv-.cnon known as right 
issue of debentures for augr.-.enling thi 
long-len.T resources for working capital 
came into being during the middle p 
1978. Subsequently I lie Governmeif 
issued certain guidelines legulating sup 
issues. The guidelines, intv alia, stipp 
luted that the three public financial inSfc 
tut ions nai.»ely the LIC, the OIC and 
UTI, can subscribe to these debenture 
to a maxir.ajm of 60 per cent p 
the issue, inclusive of rights entitlement 
This was done in order to ensure lb| 
these debentures do not fully devol^ 
on public financial institutions, therel 
affecting their marketability. The 
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Iliilerest on debentures was increased 
12 per cent in November, 1980. An- 
|[>uncing this, the Government pointed 
that special steps will be taken, in 
ticular through the hnancial insiitu- 
for developing a secondary dc- 
|ijfemture market. The interest rate has 
l^jPl^thcr been revised to 13.5 per cent in 
recent budget. Since those deben- 
carry an incentive by way of addi- 
|.:?;iJonal interest of one per cent linked to 
-!!;ijBvidcnd rate on equity shares, the 
tivc rale in most cases amounts 


14.5 per cent. 


Large Depreciation 

A steep increase in the coupon rate of 
‘debentures has resulted in large-scale 
‘ ^depreciation of the existing debentures. 

existing 11 per cent debentures 
iftuifered depreciation of nearly 20 to 
‘■^25 per cent. About 70 to 75 companies 
issued such rights debentures for amounts 
\|Sggregating approximately to Rs 70 
'^crores. Since nearly 60 per cent of these 
^debentures arc held by the public financial 
■ institutions, the major brunt of the Joss 
• due to depreciation has to be borne by 
‘.the public rinancjal institutions. 

> Of course, it is quite attractive for the 
'^private corporate sector to have recourse 
;>|to this type of cheap (14.5 per cent as 
i|*ligainst current rate of 19 to 20 per cent 
;ijfor borrowing from banks for working 
i:}cBpital) funds obtained without the 
';f{operation of the convertibility clause. 
t5|But the public inslilulions as well as the 
small investors who may have invested 
2|in these dcbcnliircs suffer heavy losses. 
jtTbis is the reason for the debentures 
’•fmarket being inactive. 

There is, however, a contrast between 
the non-convertible debentures and con¬ 
vertible debentures. The disincentive of 
holding the debentures for a long period, 
|'|,say seven to 12 years, is more than offset 
by the appreciation in the value of the 
*^equity holdings obtained due to con¬ 
version. Since the conversion price is 
jeept far below the market price, the 
TOturns in the initial years, taking into 
considerulion the difference between the 
conversion price and the market price, 
liH rather substantial. However, most of 
these convertible bonds, barring cases 
^tike TELCO for instance, suffer the same 


fate as the non-convertible bonds once 
the conversion option is exercised. Sub¬ 
sequent to the exercising of conversion 
option, these debentures are traded 
similar to the non-convertible debentures 
on “yield basis”, the current yield being 
14 to 15 per cent. The first scries of 
the convertible bonds of Reliance Textile 
Industries of face value of Rs 500 were 
quoted at around Rs 800 prior to con¬ 
version, i.c. an appreciation of nearly 
60 per cent. Subsequent to exercising 
the conversion option, these debentures 
of face value of Rs 400 arc quoted at 
around Rs 325, i.e. a depreciation of 
nearly 20 per cent This will be the 
pattern in respect of other convertible 
debentures also 

An informal working group has just 
been appointed by the Reserve Bank to 
devise means for developing the secon¬ 
dary market for long-term financial in¬ 
struments like debentures issued by com¬ 
panies. The group comprises Mr W.S. 
Tarnbc, Executive Director, RBI, Mr 
N.N. Pai, Chairman, IDBl, Mr J.R. 
Joshi, Chairman, LIC and Mr G.S. Patel, 
Chairman, DTI. 

One of the main tasks of the working 
group would be to address itself to find¬ 
ing out ways and jncans of avoiding such 
depreciation and also enable active trad¬ 
ing in the market which would, in turn, 
ensure liquidity to the debenture holders. 

Floating Interest 

The depreciation of these debentures, 
it may be pointed out, could be reduced 
or altogether eliminated if the debentures 
are issued with a “floating rate of in¬ 
terest”. Such debentures arc quite fami¬ 
liar in the capital markets of developed 
countries. Further, the companies may 
be permitted to issue debentures with 
shorter redemption period, say three to 
five years. This would persuade some of 
the deposit holders keeping long-term 
deposits (maximum of 36 months) to 
convert their deposits into debentures. 

Financial institutions should, however, 
be dissuaded to hold these as part of 
their investment portfolio. On the con¬ 
trary, they should engage themselves in 
the tusk of buying and selling these 
debentures at the pre-determined yield 
rates. This will go a long way in assur- 

. 


ing sufficient liquidity to the debenture 
holders if they decide to disinvost their 
holdings. Active association of all th^ 
financial bodies iwS required to undertake 
such a programme. 

Unless steps like these are taken to 
prevent or reduce the depreciation in 
the value of debentures and also to 
ensure their liquidity, the debenture 
market may continue to be dormant 
notwithstanding the current spate in the 
issue of convertible as well as non¬ 
convertible debentures. / 


Boosting Small 
Units’ Exports 


WiDF-RANGiNG concessions and incen¬ 
tives have been recommended by the 
13-member committee set up last year 
under the chairmanship of Dr Ram K. 
Vepa, Development Commissioner for * 
Small-scale Industries, for near-doubling 
the exports of the small-scale sector 
from about Rs 1040 crores in 1979-80 to 
Rs. 2000 crorcs by the end of the 
current Plan period. The committee has 
identified engineering goods, marine 
products, basic chemicals and allied 
products, leather goods, sports goods, 
etc., as the items produced by small 
units which have good export potential. 

The most significant recommendation 
of the committee apparently is helping 
the small-scale units with export poten¬ 
tial to exf and and modernise themselves. 
The units which export more than 
per cent of their output, it has been 
suggested, should be allowed duty-free 
imports of capital goods and balancing 
equipment for modernisation and ex¬ 
pansion as well as samples for product^ 
adaptation. Such export units, it has 
been further recommended, need to be 
provided concession up to 50 per cent in 
railway freight on the movement of 
cargoes originating beyond 300 kms 
from the port of shipment, in addition 
to the 20 per cent air freight concession. 

Grant of concessional finance by the 
Export-Import Bank, buffer-stocking of 
critical raw materials, maintaining of 




CMh compensatory support on a suitable 
for a reasonable period and expedi* 
^tious filling up of tecfanological gaps 
are among the other important pleas of 
the committee. 

In the short-term, the committee feels, 
the existing manufacturing facilities should 
be fully utilised and assistance ought to 
be rendered to small-scale units for 
product adaptation, design development, 
provision of samples and augmenting of 
testing facilities. As a long-term strategy, 
lljfforts should be made to develop 
export products and establish export- 
oriented units. 


Tlic committee-^has expressed the view 
that the small-scale sector not only 
continues to suffer from shortages of 
essential raw materials but is also sub¬ 
jected to widespread power constraints, 
it has, therefore, been recommended that 
small units should be accorded priority 
in the allocation of raw materials and 
other inputs. They should as well be 
spared to the extent possible from power 
iKts. Buffer stocking operations have 
been suggested for items like pig iron. 


Solar Cremation to 
Save Wood 

The feasibility of using solar 
energy for cremations has been sug^ 
gested by G.C. Pan.dey of the School 
of Environmental Sciences, Jawahar- 
lal Nehru University, New Delhi 
Where wood is scarce, as in India, 
it would be more practical to con¬ 
serve the 2,5 quintals {250 kilograms) 
of wood used for each cremation. 

I ^ Pandey states that solar technology 
already exists for a solar cremato¬ 
rium : namely, the methods developed 
to concentrate solar energy for pro¬ 
cessing ore. By this process a high 
temperature would be required for 
complete cremation. 

The use of solar cremation in India 
would result in a net annual saving of 
13.84 million quintals of wood. In 
addition, cremation by solar energy 
would not interfere with the religious 
^Indu and traditional rituals, as does 
use of electric power for this 
I purpose. 


M&idates and rounds, caustic soda, soda 
ash, furnace oil, diesel oil, etc. 

While emphasising that export-oriented 
small units should be granted conces¬ 
sional finance for undertaking program¬ 
mes and studies at the micro level for 
product development and adaptation, 
packing credit advances to them, the 
committee says, should be treated as 
additional financing facility and credit 
limits for exports should be correspond¬ 
ingly enhanced. The Reserve Bank 
should as well raise the limit up to 20 
per cent on an ad hoc basis in respect of 
cases under the credit authorisation 
scheme. 

Extensive Cover 

The Union Ministry of Commerce, it 
has been suggested, should expand the 
list of items qualifying for pre-shipment 
credit from 90 to 180 days at conces¬ 
sional rate of interest through including 
such items as plastics, electrical goods 
and accessories, ready-made garments 
and woollen hosiery, marine products, 
etc. If a drawback claim of a small- 
scale unit is not cleared within 90 days, 
it has been suggested that it should be 
automatically treated as confirmed and 
paid to the unit. Small-scale units which 
have to their credit export performance 
for about three years should be granted 
anticipatory payment to the extent of 90 
per cent by banks. The medium-term 
finance on concessional basis should be 
provided by the lixport-Import Bank 
which should also develop a scheme 
under which the small units are able to 
get access to the international capital 
market. 

A small group, it has been recommend¬ 
ed. should be set up to simplify and 
streamline procedures to facilitate ex¬ 
ports from the small-scale sector. The 
Cash Compensation Scheme rates should 
be made stable for three years. Cases 
of CCS, import replenishment and duty 
drawback’claim should be handled by 
one single agency. The small units should 
also be given in-built incentives even 
where there is a pull of the dooMtic 
market. These could be in the form of 
differential treatment. Market develop¬ 
ment assistance to the extent of 80 per 
cent should be made available to small 


exporters included in trade 
or sales'Cum-study team visiting 
The assistance can be reduced by 10^ 
cent for the subsequent two-visits, 
special facility should be provided 
on the specific recommendation of 
Development Commissioner, Small 
Industries. 



Export houses or trading houses shouh 
prepare a comprehensive “taiJor-n 
plan” for export development of select* 
products of small and tiny units, 
may be provided assistance under 
MDA for such specific projects. 

The committee feels that there is a 
information and communication gap" 
between the banking institutions and th# I 
small-scale exporters. The majority of v 
the exporters are not aware of the bank^;3 
ing rules in India and abroad. They als<Ki| 
require information about the credit- • 
worthiness of certain countries andJ 
buyers. The committee has suggested^ 
that the Export-Import Bank should 1 
provide this service. ' 


Chanana’s Task j 

Force j 

. ^ 

Till- nisc'ussioNS between Dr Charanjit-^ 
Chanana, Union Minister of State for >: 
Industry, and Dr Kanailal Bhattacharya,;!^ 
West BengaTs Minister for Commcrca;' 
and Industry, which were held in CaJcutta i 
on June S, revealed that neither the ' 
Central Government nor the State 
Government had really come to grips 
with the problem of the State's indus¬ 
trial revival. Dr Chanana said that his 
Ministry would send a task force to 
West Bengal to conduct tct:hno-cconomi<? |; 
surveys in the two backward distrieW^.^^ 
of West Bengal, namely, Purulia andlj; 
Midnapore. The task force would ? 
examine which type of industries would 1 
be set up in these centres. The Minister 
perhaps was not aware that several , 
techno-economic surveys not only of ' 
Purulia and Midnapore but also of other 
districts of West Bengal were conducted 
tiiy various agencies under the auspiGe$.^ 
of the State Qovenunent long ago 
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that many projects had been identified. 
Therefore, what purpose is going to be 
*^8erved by conducting another survey 
by the task force of the Industry Minis¬ 
try? 

Dr Chanana’s idea seems to be that the 
West Bengal Government should set up 
nucleus plants in the backward districts 
as envisaged in the industrial policy 
statement of the Government of India. 
Such plants are to concentrate on assemb¬ 
ling the products of the ancillary units 
. or producing the inputs required by 
^^mall units. The nucleus plants are 
supposed to help upgrade the technology 
of small units. According to the in¬ 
dustrial policy statement, “the proposed 
nucleus plants in industrially backward 


R.J. Venkateswaran 
writes from Calcutta 
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districts would generate a spread-out net¬ 
work of small-scale units or the existing 
network of small-scale units in an area 
would acquire faster growth by the 
coming up a nucleus plant in the area. 
Such a two-way traffic would create an 
ancillarisation effect in terms of larger 
employment, more equitable distribution 
of the benefits of such an industrialisation 
in the shape of higher per capita income 
for the larger number of people in the 
area.” Nearly a year has passed since 
the industrial policy statement was an¬ 
nounced but, so far, the West Bengal 
Government does not seem to have 
taken the initiative to develop the back¬ 
ward areas on these lines. 


^ Dr Bhattacharya suggested to Dr 
Chan ana that the Centre should set 
up in West Bengal units of BHEL and 
HMT, but the Union Minister did not 
give a categorical assurance. He said 
that the Centre, for the lime being, 
would lay more stress on reviving the 
existing public sector units in West 
Bengal. The Economic Times reported 
that **lhis would give the much needed 
shot in the arm to the ailing economy of 
the State since the revitalisation pro- 
gramPie would be such that it would 
^compensate for not setting up new public 
sector units in West Bengal”. But how 
soon would the Centre be able to tone 
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More Coal Washeries 



Coal India Limited which has at present 10 coking coal washeries : 
proposes to add 7 more to them. This will take its capacity up by 5.87 ; 
million tonnes by 1984-85. The washeries under construction or those' 
which have been proposed, are at Monidih, Barora, Mahuda, Ramgarh, 
Kedia, Nandan and Sodepur. The biggest of these, with an output capacity 
of 1.8 million tonnes, will be at Ramgarh. The estimated cost is Rs 25.77 
crores and the washery is expected to be ready by 1983. This is followed 
bythewashery at Monidih which is nearing completion. The capacity of 
this will be 1.4 million tonnes and Its estimated cost is Rs 20.7 crores. 
The proposed washery at Kedia will be of a capacity of 1.2 million tonnes 
and will cost Rs 32.2 crores. It is expected to be ready by 1983-84. To 
some extent this sharp difference in the cost between the washery at Kedia 
and the washery at Ramgarh reflects the escalation which would take 
place in just a year's time. 

The 1980-81 production of washed coal is expected to be a little more 
than 10 per cent of what was produced in 1979-80. Thus, 1980-81 should 
see 8.3 million tonnes against 7.6 million tonnes in 1979-80. 

The production of washed coal In 1979-80 was 7.79 m.t The esti¬ 
mated production of each washery during 1980-81 and the programme for 
1981-82 are shown below 


Production of Washed Coal 



Rated 

Production Revised 

Budget¬ 

Washery 

capacity 

(washed Estimate 

ed 1981- 


(input 

coal) Bud- 1980-81 

82 


raw coal) 

geted 




Estimate 




1980-81 



(In 

million tonnes) 



1. Dugda 1 and II 

4.80 

1.92 

1.74 

2.16 

2. Bhotjudih 

2.00 

1.56 

1.35 

1.52 

3. Patherdlh 

2.00 

0.96 

0.92 

1.04 

4. Lodna 

0.28 

0 16 

0.14 

0.16 

5. Sudamdih 

2.00 

0.40 

0.19 

0.65 

6. Barora 

0.48 

0.12 


0.06 

7. Monidih 

2.00 

., 

.. 

0.30 

8. Kargali 

2.72 

1.62 

1.40 

1.66 

9. Kathara 

3.00 

1.07 

1.03 

1.12 

10. Sawang 

0.75 

0.42 

0.46 

0.46 

11. Gidi 

2.00 

0.88 

0.83 

0.88 

12. Nowrozabad 

0.40 

0.20 

0.24 

0.24 
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up the working of these units in the con¬ 
text of the acute power shortage and 
other constraints? Moreover, what 
about the public sector units of the 
State Governments? Almost all of them 
have been incurring heavy losses, but no 
systematic efforts arc being made to 
improve their viability. Dr Bhattacharya 
said that the industrial climate in the 
State was the best in India. Dr Chanana 
remarked that if this was the case, the 
State Government should widely publicise 
this fact in the rest of the country. But 
even if this is done, will it have the de¬ 
sired effect on the prospective entre¬ 
preneurs? 

The Secretary of the Power Depart¬ 


ment, Mr S.S. Varnui, told the Elec 
tricity Enquiry Conunission in Cal 
cutla on June 3 that the State wouU 
face a shortage of 1000 MW in the suppl; 
of power in the next nine years. Thi 
Commission was told that generally i 
took 10 to 15 years to complete th« 
power projects of the State Eloctricit; 
Board. Will such revelations help U 
inspire confidence in the industrial futur 
of West Bengal? 

According lo the Union Ministry o 
Industry, the number of letters of inten 
and industrial licences issued to WeS 
Bengal was 28 and 30 respectively ii 
1979 compared to 105 and 111 in Maha 
rashtra, and 118 and 48 in Gujarai 
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1977, West Bengal had received 41 
Otters of intent and 40 industrial licences, 
P;but in 1978, these had declined to 31 
and 23, respectively. Dr Chanana 
|vadviscd Dr Bhattacharya not to be satis- 
|.:fied only with the letters of intent and 
pindustrial licences. He suggested that 
P|thc West Bengal Government should 
^Wolve a comprehensive system of moni- 
ptoring and implementing these licences. 

seems surprising that the State Govern- 
i^^nt has not gi\en proper attention to 
|llhis aspect. 


Export Promotion 


J When iiii Government of India 
innounced the scheme of 100 per cent 
:xporl-oriented units last December, 
;i msincss organisations pointed out that 
;; hany of its conditions were rather harsh 
nd that it needed suitable modifications 
n order to create enthusiasm among 
j. ianufacturers to sell their goods in 
oreign markets. Specific suggestions 
/ere made by which the objectives of 
]jhc scheme could be better achieved 
labile enabling more industrial units to 
,3 vail themselves of its facilities. Semi- 
(| iirs were also held in various parts of 
tjl’ic country to highlight the scheme’s 
jeficiencics and to make it more effective 
|;ind attractive. But the Comnterce 
^;^>^inistry did not heed these suggestions 
p ith the result that the scheme has been 
‘I taking slow progress. 

Mr A. Ramachandran, Export Com¬ 
missioner of the Commerce Ministry, 
pd in CalciUtu on June 9 that the 
vernmciit had so (iir received 54 
iplications under this scheme, of which 
f:3 cases had been approved. He added 
ifiiai more information had been sought 
||ik>m 15 parlies and that 16 proposals 
{\ been either rejected or withdrawn. 
I ’ the ministry had been prompt in 
ij Roving the genuine difficulties of ex- 
5 ^ors, by now at least 100 firms would 
become eligible to operate this 
\ pleme. It is indeed disappointing that 
: fthe eastern region, which has enormous 
for promoting exports, only three 
l^^osals have been approved—from the 
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Mining and Allied Machinery Corpora¬ 
tion, the Budge Budge Jute Mill, and the 
Delta Jute Mill. 

The scheme of 100 per cent export- 
oriented units provides several attractive 
incentives, such as exemption from cus¬ 
toms duty on the import of capital goods, 
components, and raw materials, exemp¬ 
tion of finished goods from excise and 
other central levies, and permission to 
have foreign collaboration on merit. 
Exporting units, including large houses 
and MRTP units, will be permitted to 
borrow from financial institutions at the 
normal debt-equity ratio. But some of 
the conditions arc difficult to comply 
with, such as the guarantee to export 
the entire production for a period of 
ten years, and for five years in the casp 
of products which have a high degree of 
technological change. 

At the meeting of the Engineering 
Export Promotion Council held in 
Calcutta on June 9, when this scheme 
was discussed, it was pointed out that 
in view of the prospects of adverse trad¬ 
ing conditions in world markets, the 
stipulation about 100 per cent exports 
to be made for a ten-year period would 
be too harsh. Foreign buyers might 
also take undue advantage of this export 
obligation. It was also suggested that 
the 100 per cent export units set up in 
the backward areas should be permitted 
to dispose of 20 per cent of their produc¬ 
tion in the domestic market. The Govern¬ 
ment’s view was that after the units 
had started their production, their 


problems could be tacU^ id due course. 
But this approach surely its unrealistic. 
The units should be able to plan tbeir 
exports on a long-term basis with a 
feeling of confidence. The Government, 
therefore, should reconsider the scheme 
and modify it appropriately so as to 
create greater interest among exporters. 

Meanwhile, the trade deficit for 1980- 
81 is now estimated at Rs 5205crores 
compared to Rs 2409 crores in 1979-80. 
The Commerce Ministry had expected 
a trade gap of only about Rs 4000 crores ^ 
in the last fiscal year. As the room for 
reducing import is rather limited, export 
promotion has to be pursued with far 
greater urgency and seriousness than what 
has been shown so far. It is regrettable 
that the Government is adopting an 
academic rather than a dynamic approach 
to this vital question. 

The prospects for world trade in the 
coming months do not seem to be 
encouraging. The Asian Wall Street 
Journal recently reported that “world 
trade, which has soared over the last 
couple of decades, has about stopped 
growing’’ and that “many analysts fore¬ 
see a slight drop in the volume of such 
commerce this year”. It referred to the 
“widespread concern about growing pro¬ 
tectionism in the USA and elsewhere” 
and pointed out that “measures aimed at 
curbing imports have recently spread, 
partly as a result of pressures reflecting 
recessionary conditions”. The Govern¬ 
ment of India, therefore, should show 
greater pragmatism in dealing with ex¬ 
port promotion. 
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New York 


Windbw on the World 

Reaganomics and 

su-H„ s.. Reagan ology 


As President Reagan slowly recuperated 
in the White House from his gunshot 
^ound while his economic package made 
its tortuous way through the Congress, a 
Shakespearean tour de phrase came rush¬ 
ing to ihe mind to describe much of the 
nation’s mood ; There is relief over his 
escape, sympathy for his ordeal, admira¬ 
tion for his gallantry, prayer for his reco¬ 
very, and rebuff for his misconceived 
policies. 

In the few months he has been Presi¬ 
dent, Ronald Reagan has emerged as a 
flawless performer, but with values that 
are gravely flawed : and as a rare sales¬ 
man among politicians, but selling wares 
that are oddly '^Irregular'’ or sadly faulted. 

A few weeks ago, as he appeared be¬ 
fore a joint session of the Congress, still 
nursing a half-healed wound in his chest, 
smiling genially and striding like a con¬ 
quering hero firmly shaking hands all 
around, he was lustily cheered and for a 
while even the cold-blooded lawmakers 
were swept ofiF their feet. He stormed the 
Congress and, thanks to the television, 
much of the nation with charm, courage 
and presidential demeanour. Altogether, 
it was a super Hollywood performance 
except that this time the drama was all 
for real. The hero’s role he played was 
not borrowed from a fictional script, but 
was written vividly with his own lifeblood. 

Ephetntral Conquest 

But, alas, the conquest proved ephe¬ 
meral, and its aura soon faded in the 
wrangling that ensued over his budget 
proposals. True, he booked two resound¬ 
ing victories on the House and Senate 
floors, but they were largely ceremonial 
in nature, a kind of *‘iiail to the Chief” 
overture after his nervewrecking ordeal, 
while the real deal was put off for another 
time. The House victory, though stun- 


ing at first sight and was duly trumpeted 
as such by the jubilant Reaganites to 
maximize its morale-building impact, 
was in reality not all that solid. 
It was achieved with an extraordinary in¬ 
put of efforts by a still-convalescing 
President. Umpteen number of personal 
telephone calls, cajolery, patronage, quiet 
deals, implied threats and arm-twisting- 
all these familiar tools of Washington 
politics were reportedly deployed to an 
extent not seen since the days of Lyndon 
Johnson, long recognized as a past master 
in the art of political manipulation. 

Great Communicator 

The strongest suit of Ronald Reagan is 
unquestionably dramatics, which has al¬ 
ready earned him the reputation of being 
a Great Communicator. Moreover, it is 
easy for him to shine among politicians, 
especially in this age of television, since 
hardly any of them are trained in this 
image-building discipline. In addition, 
he has shown himself as an adept in the 
coarse business of practical politics as a 
lot of people have discovered to their 
surprise, although they should have 
known better after the record he had es¬ 
tablished as a two-term Governor of Cali¬ 
fornia. 

His weakest suit, as is now becoming 
increasingly clear, is his economics. This 
is ironical; for it was the failure of Jimmy 
Carter's economic policies that gave him 
an opportunity in last year’s campaign, 
which he exploited to the hilt and in the 
end won a landslide victory. But now 
economics threatens to become his Achil¬ 
les heel. 

That this should happen to an other¬ 
wise astute politician has been a real sur¬ 
prise; and no less so are its underlying 
reasons. Behind his long cultivated 
charm and ostensible flexibility, the real 


Reagan turns out to be very much of at 
ideologue, wedded to a set of rigid dog* 
mas. He shows little inclination to ad 
jnst them even when they clashhead-Ot 
with the realities. Instead, he uses dranu 
to sell dogma, charm to disarm people 
and presidential clout to collect congres 
sional votes. 

One-liners 

The cardinal tenets of Reagan’s ideo 
logy are by now fairly well-known encap 
sulated in bcguilingly simple one-liners 
they have been bandied around for quit 
some time. And since his landslide vie 
tory they have perceptibly gained in mill 
tancy. This is often accompanied by ai 
assertion that, taken together, they repre 
sent a ''mandate” given to him by th 
American people. The claim convenien 
tly ignores the fact that only about 50 pe 
cent of the eligible voters actually voted 
that of these jusr over 50 per cent cgs 
their votes in his favour, and that a grea 
many of them did so not because the, 
subscribed to his specific dogmas, bv 
because they wanted a change afte 
Carter's mishandling of the economy. 

Foremost among all Reaganisms is h: 
oft-repcated statement : “Government 
not the solution to our problem; Goven 
ment is the problem.” Tlie fact that th 
jejune wisdom was incorporated in h 
inaugural address testifies to the impor 
ance he attaches to it. A corollary i 
it is that the Government should 
ride on our back.” Given this premis 
it is easy to understand his oft-repeatl 
promise to “get the Government off tl 
backs of the people”. Seldom in histe; 
has such a naive thesis been propounds 
—and acted upon— with so much sold 
nity. This incongruity does not boj 
well for the future. ] 

Clearly, it can only breed distrust, I 

i 

tiflm 19. 19| 


1457 



contempt, for the nation’s Govern- 
hent, which no one in his senses can 
Kelp but deplore. To recall Burke in a 
lifTerent context, a great nation and a 
|arrow Government go ill together. But 
Ronald Reagan is not troubled by such 
Contradictions. After all, his real con- 
I is not to provide relief to the people 
|y taking the Government off their backs, 
|ttt to put something even more burden- 
ae in its place, namely, a Pentagon 
^th a dizzily expanding defence budget 
an array of giant corporations with 
nbridled market power. 

Laissez-Faire 

1^1 In fact, Reagan has in effect revived 
;ijShe cry of laissez-faire in an extreme form 
^^^^ot heard since the 1920's, although the 
5 ii:Sry is even more misplaced in today’s 
i;|/astly altered environment—with a many 
f;i|imes larger and highly integrated ccono- 
:^^y, unprecedented mobility of people, 
t^itnd technological advances proceeding 
Jit a breakneck pace. That Government 
ilation of today’s complex economy 
ty suffer from errors of judgment, and 
t times even from excesses due to over- 
lalous interventionism, no one can deny, 
lere is always a case for reexamining 
igulations carefully and reforming, somc- 
imes even eliminating, them if found 
lecessary in the light of experience. 

But deregulation as advocated by Mr 
.eagan has a different significance. Ills 




. .piarket, 
t!|i?^turics ago, 


Approach is not scientific nor pragmatic, 
it almost wholly ideological. He is apt 
look upon regulation as something like 
;.iin evil; hence the less of it, the better is 
ii^t in his eyes. He would therefore like 
^4o leave things to the operation of the 
4rcc market forces, even though every 
student of economics knows that the free 
as glorified by Adam Smith two 
has long become a myth. 
0 a country like the United States it is 
^^ominated- and manipulated- by mam- 
il^oth corporations, a fact that can be 
Jflussed only by those who arc wilfuly 
Mind. 

(fe Another salient feature of Raganology 
i'fiielates to States rights. Here is the rcle- 
ipant one-liner : “The Fedeial Government 
not create the States: the States creat¬ 
ed the Federal Government.” Some h’s- 
^orians have challenged the veracity of 


this statement. Even assuming that it Is 
true, so what ? Mr Reagan believes that 
this would, ipso facto, require a great 
many functions to be transferred from 
the Centre to the States. But would it ? 
Surely, conditions today are not the same 
as they were two hundred years ago. 
Moreover, it is a commonplace of history 
that functions gravitated towards the 
Federal Government in the first place be¬ 
cause the States were unable, or unwilling 
to cope with them effectively. 

Again, there is a good case for reap¬ 
praising the division of functions between 
the Federal and the State authorities as 
it has evolved over the years, and to ad¬ 
just it as and where necessary to ensure 
optimum results for the nation as a 
whole. But, once again, with Ronald 
Reagan it is a matter not of reason, but 
of ideology; not of protecting national 
interest, but of piomotirg a stubbornly 
held dogma. And it neatly fits with his 
primary goal of building down the Feder¬ 
al Government with one conspicuous ex¬ 
ception- the defence establishment. 

Solid Reasons 

The exaggerated emphasis laid on Stales 
rights may well be and most probably 
is- inspired by a more solid reason. The 
Federal Government owns vast tracts of 
valuable land largely concentrated in the 
Midwest and the West. Big corporations 
and their multimillionaire friends have 
long been eying them greedily—how to 
unlock and take possession of big chunks 
of this coveted land has agitated them for 
years. The first obvious step is of course 
to loosen the tight grip the Federal Gov¬ 
ernment maintains on this real estate and 
to transfer the titles as far as possible to 
the States whose Governments are prone 
to be moic responsive to powerful local 
interests. It is a good bet that before 
long the Reagan administration will move 
more overtly to arrange for long-term 
lease and, where possible, for outright sale 
of public lands on the plausible ground 
of exploring and developing their natural 
resources. Such a bonanza will no doubt 
greatly enhance his status as a national 
hero in the powerful corporate world. 

At this moment the hottest issue is the 
so-called Kemp-Roth proposario cut 
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taxes by 30 per cent in three equal instal¬ 
ments spread over three years. Mr 
Reagan has committed himself to it heart ^ 
and soul, but the Democratic House is 
resisting it as both inflationary and in¬ 
equitable. The financial markets are 
jittery about the size of the budget defi¬ 
cits estimated at S50-60 billion this year 
and at about the same figure also in fiscal 
1982, even without the Kemp-Roth 
which, if enacted in its original form, 
would add to them something like $150 
billion over three years. The prospect of 
such colossal deficits has fed inflationary ^ 
expectations which have been a major 
factor in pushing up interest rates; the 
prime rate is still hovering around 20 per 
cent, only 1.5 per cent below its all-time 
high reached last November. 

Self-Defeating 

Many Republican Congressmen and a 
large section of the business community, 
while favourably dispose d to Mr Reagan’s 
budget plans in general, aie at heart 
against the 30 per cent tax cut which they 
believe would be illtimcd, perhaps also 
self-defeating because of its inflationary 
impact. Apparently, they would welcome 
the Democratic compromise which would 
reduce the size of the tax cut, restrict it 
to two years at best, target it specifically 
to stimulate savings and investment, and 
also make it more equitable by tilting it 
more toward the middle-income families 
earning $20,000 to $50,000 a year. 

But Mr Reagan remains adamant. He 
insists on an across-the-board, three-year 
cut although he has just announced his 
willingness to accept a cosmetic change 
from the original 10-10-10 to a 5-10-10 ' 
formula, or a 25 per cent cut starting with 
5 per cent in the first year. And he is 
getting ready to push his own pet pro¬ 
posal through Congress with a massive 
lobbying effort. It is hard to predict the 
ultimate outcome. What is certain, how¬ 
ever, is that the coming weeks will be 
filled with tension, acrimonious debate, 
behind-the-scenes manoeuvres, horse-trad¬ 
ing. Is the game worth the candle ? To 
the amazement and amusement of a great 
many people. Democrats and Republicans 
Mr Reagan obviously thinks It is. What¬ 
ever may* be the reasons, foremost in his 
mind is no doubt the thought that a deep 
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tmx cut will help tfarink the size of the 
Federal Government. 

^^^uring last year's presidential campaign 
Mr Reagan ostentatiously maintained a 
dozen econmic advisers he was believed 
to rely upon for policy guidance on ma¬ 
jor problems facing the nation. Natural¬ 
ly all of them were of conservative persu¬ 
asion ; but they did include not only sup- 
plysiders and monetarists, but also some 
big name traditionalists like Arthur 
Burns, George Schultz and Alan Greens¬ 
pan. The public felt reassured that Re- 
Wltganomics in practice would steer clear 
of hairbrained theores and ideological ex¬ 
cesses and would hew to a familar con¬ 
servative course. 

That implicit assumption has been lar¬ 
gely belied. In recent weeks Milton Fried- 
maa has emerged as Mr Reagan's real 
enonomic guru, elbowing his traditional 
rivals to the sidelines. As if to proclaim 
this spiritual affiliation, a recently issued 
paper-back edition of Friedman's quin¬ 
tessential thesis on laissez-faire ''Free to 
ll^hoose" prominently carries a glowing 
^endorsement from the President of the 
United States : SUPERB. 


With the new-found guru installed on 
a high pedestal, his newfangled mone¬ 
tarism has begun to rule the roost with a 
vengeance. The convulsions it has set in 
motion are disrupting the financial mar¬ 
kets, both here and abroad, and are thre¬ 
atening to foredoom Reagan's economic 
programmes to failure. All in all, it is a 
disturbing fact that Reaganomics, in its 
latest manifestation, should have become 
a willing hostage to the most questionable 
brand of Reaganology. 

The Chinese Economy 


Tnb Chinese economy entered a phase 
of readjustment at the beginning of 1979. 
At the end of last year, the Chinese 
policy makers reemphasised the impor¬ 
tance and necessity of economic adjust¬ 
ment in the light of the performance of 
the Chinese economy in the past years. 
The prospect seems that China is in for 
yet another round of adjustment which 
will perhaps last for two years or more. 

In the phase of re-adjustment, emphasis 
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UK Output Could Recover Early in 1982 

Although demand and output in Britain are expected to remain 
depressed this year, recovery is likely to start at the beginning of 1082| 
according to the latest report on the economy from the Confederation 
of British Industry. 

The report says that at present the economy is stabilising. The 
proportion of firms expecting their output to fall In the next four months 
(21 per cent) is now almost equalled by those expecting an increase 
(20 per cent). 

The report agrees with the Government's forecast that the inflation 
rate—now at 12 per cent.—will fall to about 10 per cent towards the 
end of this year, with perhaps a further small decline in 1962. 


will be attached to 'Teadjustment", "res 
tructuring”, "consolidation”, and "im¬ 
provement”. By ‘Teadjustment” is meant 
the drive to eliminate any unbalance 
among various sectors of the nation's 
economy in order to pave the way 
for well-balanced economic growth. 
By "restructuring” is meant an effort to 
build up a rational, smooth administra¬ 
tive system by reshuffling the present 
economic administrative system. "Con¬ 
solidation” means improving the manage¬ 
ment system of entcrpiises. And "im¬ 
provement” means a compiehensive 
drive which will be made to improve the 
levels of economic administration, 
business management and techniques 
drawing on the efforts to "readjust”, 
"restructure”, and "consolidate” in order 
to achieve continuous, stable growth of 
the Chinese economy, "Readjustment” 
will be an all-important task before 
Chinese which must be carried through 
in the phase of economic readjustment. 

In the 1960s the Chinese economy 
experienced concentrated economic ad¬ 
justment, and in those days the Chinese 
had far more serious problems than 
they are faced with now. Those days, 
however, the nation tackled the ta.sk of 
adjustment in a body across the country 
and achieved remarkable results within 
the prearranged period of time. The 
recent phase of readjustment has already 
continued for two years, but "adjust¬ 
ment” has not been regarded as the 
main task before the agency officials at 


the administrative level. Importance has 
been attached to economic reform, to 
an unnecessary extern; and the ad¬ 
ministrators* energies have, for the most 
part, been dissipated in the drive to 
effect an economic reform. As a result, 
the “readjustment” drive has not pursued 
an ideal track—only the readjustment has 
dragged on. 

For two years to come the people's 
energies will be concentrated on thf 
readjustment drive in order to bring thf 
national budget into the black and havi 
inflation in control. 

Since the Chinese economy enterec 
the phase of readjustment the nation*: 
effort have already been rewarded const 
derably. The growth of the ligb 
industry has, for one, already outpacer 
that of the heavy industry: and fo 
another, the growth of the nation! 
agriculture has accelerated to an apprs 
ciable extent (see table p 1460)- 

The national income distribution ha 
also improved and investment in tb 
consumer sector of the economy hs 
increased. From 1977 through 1980, jot 
were created, to employ 20 million mol 
people, and two-thirds of urban workei 
received a pay rise. In 1979 the averai 
income of urban workers increased I 
7.6 per cent over the year-ago Icvc 
Further, in that year the purchase price 
of agricultural products were increase 
by a large degree. On the other ham 
the enterprises belonging to the people 
communes or production brigades, as wc 
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Hn fanners were given a privilege of a 
ppeduciion or an exemption from taxes. 
^ As a result, farmers* income from pro- 
eduction brigades, of teams, increased by 
12.8 per cent. As the income of urban 
"'workers and farmers increased, the 
llpurchasing power of the nation increased 
/^considerably; in 1980, it increased by 20 
l|billion yuans (12 billion dollars) from the 
|S|year earlier level. This increase in the 
people's purchasing power accounts for 
hi 

I '^Aimiial Growth Rates of the Main Chinese 


Industries 


(In real terms) 


Year 

Agriculture Light Heavy 

industry industry 

1953-79 

.',?(Avcrage) 

32 9.1 

13.6 

; 1979 

8.6 9.6 

7.7 

1980 

0 16.0 

2.0 


(Estimate) 



; idOper cent of the basic construction 
iinvestment for all of 1979. In a bid to 
. improve the housing condition of urban 
^residents, the Government shifted em- 
. phasis to the construction of housing 
^jnnits—building 177 million sq. m. of 
'^housing units from 1978 through 1980. 

' i^Tbis residential floor space accounts for 
per cent of the total house construction 
the period of 1949 through 1977. 


The “readjustment” produced consider- 
,^|lble effects and yet important problems 
l^itill remain. For one thing, some 
7icconomic policy-makers do not fully 
l^recognise the importance and necessity of 
^^’feadjustment. They are imbued with 
I^^Leftism** to excess, so much so that 
Iphey even showed some opposition to 
i Government programme of readjust- 


i For another, basic construction invest- 
[Went were increased in large number 
instead of being reduced last year. 
|?iPafticularly remarkable were the invest- 
|nents made by local Government and 
il^terprises, and what was worse, their 
pvastment overlapped each other in 
than few instances. With people's 
rising, the capital on hand was 
\t adequate to meet further increases in 
^^pasio construction investment. As a 
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result, the money supply was increased, 
touching off considerable inflation. As a 
natural corollary of this, the nation’s 
budget was plunged into the heavy 
deficit for second straight year. 

In the light of such circumstances, the 
Central Government of China decided to 
scale down basic construction projects. 

The prospect seems that the Chinese 
economy needs further readjustment for 
another two years. It has become clear 
that the heavy and chemical industry 
receded to a great extent in the phase of 
readjustment. However, this retreat was 
far from passive; but was based on a 
carefully designed strategy. This strategy 
was designed to rcchart the future course 
of the nation's economy towards a stable 
and balanced growth. This retreat is not 
all-out; a step is taken after readjustment. 

Strides in Farming 

For example, it is considered necessary 
to make great strides in agriculture, 
energy industry, transportation, light in¬ 
dustry, spinning and construction. Also 
priority will be given to capital outlays 
for investments in these sectors of the 
nation's economic activity. However, 
priority should never mean proval 
of reckless undertakings. Every project 
must be started in close touch with 
reality. “Cutting one’s coat accord¬ 
ing to one's cloth”. The present adjust¬ 
ment of the nation’s economic activity 
will pave the way for the future sustain¬ 
ed, stable growth of the Chinese 
economy. 

As the result of a scaling-down of 
basic construction projects in the phase 
of readjustment, some plant contracts 
signed with foreign countries have been 
cancelled. These cancellations will have 
a considerable influence on the Chinese 
economic relations with other nations. 
For quite some time to come, large-scale 
projects will not be increased in China, 
except in particular industrial areas; but 
medium to small-scale projects may in¬ 
crease to some extent. The future Chinese 
external economic relations will also un¬ 
dergo a few changes. For one, large-scale 
plants to be introduced from other 
countries will decrease in number; while 
intermediate, labour-intensive techno¬ 
logies which are suited to the Chinese 


WiO be introduced from other nations in 
an increasing number. In parallel with 
this move, the possibility may arise thaT"-^ 
equipment which is of crucial importance 
to the technical remodelling in the existing 
enterprises is bought from abroad. 
Second, joint Ventures with foreign 
enterprises will perhaps increase to some 
extent in the future. Third, China will 
make great strides in her external trade in 
such areas as light industry, spinning and 
machinery. In short, although the Chinese 
economy is now in the phase of adjust- 
ment, the Chinese attitude towards vigo— 
rous economic communications with 
foreign enterprises has not been changed 
at all. 

As has been described, primary im¬ 
portance has been placed on readjust¬ 
ment, but the necessity of a parallel eco¬ 
nomic administrative reform is also keenly 
felt. However, the reform has only se¬ 
condary significance; it should conform 
to the principle that any reform condu¬ 
cive to economic readjustment is to be 
continued, while any reform not conso¬ 
nant with the economic readjustment ^ 
under way is to be put off until condi¬ 
tions arise which favour the reform. 

The Chinese economy is confronted with 
difi^cult problems; but it has bright pros¬ 
pects. When the current phase of read¬ 
justment is over, the Chinese economy 
will enter a new era of dynamic growth. 


The Secret of Japanese 
Success 


When the second oil crisis came on,‘~ 
fear arose that the Japanese economy, 
being most easily damaged by the oi] 
squeeze, might be plunged again into 
recession as after the first oil crisis. As 
it turned out, however, business spending 
on plant and equipment grew in the 
latter half of 1979, and exports of auto¬ 
mobiles, ICs, VCRs, watches, cameras, 
and other key export itemis continued 
brisk. By contrast, the US economy 
was already in slump early in 1980 with 
inflation mounting and interest rates 
Soaring to record levels. Even in We$f 
Germany, whose economy had shown 
a relatively good perfonnance till the 
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oil crisis a slowdown set in as a result of 
Jbo tight money policy adopted in a bid 
to hold inflation in check. Also, the 
turmoil in Poland acted as a damper on 
the German mark. 

Contrary to the general expectation 
that the Japanese economy would be 
shattered by the oil squeeze, it adapted 
itself to the new situation. As early as 
the second quarter of 1980, Japanese 
yen began to rise. Mainly responsible 
was the increases in exports and the 
inflow of oil money, as well as, the high 
deputation of the adaptability of the 
Japanese economy in the world’s money 
markets. As the Western countries were 
flooded with Japanese automobiles, steel, 
colour TVs, JCs, NC machine tools and 
other products, trade friction between 
Japan and Western nations mounted to 
serious proportions. 

For the postwar period of 35 years the 
Japanese economy has run without a 
moment’s rest. It has filled much of the 
gap between Japan and Western coun- 
’Iries, and in some industrial areas, lias 
even outrun them. However, it seems 
rash to emphasise the strength of the 
Japanese economy based on its “re¬ 
latively good perform.anco" in the past 
one year or two. 

To state the conclusion first, but for 
the first oil crisis, the Japanese economy 
could not have shown the '^relatively 
good performance” after the second oil 
crisis. 

First Oil Crisis 

In 1978, Japan deeply depended on 
imported oil for 74 per cent of her total 
primary energy supply, as opposed to 
47 per cent in Vest Germany and 19 
per cent in the US. It is, therefore, little 
wonder how badly the Japanese economy 
was hit by the first oil crisis. Of all 
the advanced industrialised countries 
affected by the first oil crisis, next to 
Britain, Japan was the hardest hit. 
Whereas, the US and West Germany led 
Western countries out of recession after 
the first oil squeeze, the Japanese eco¬ 
nomy suffered the worst, longest down¬ 
swing since Second World War. 

On the other hand, however, Japanese 
industry vigorously boosted its drive to 
save energy, lessen its dependence on 


oil and increase productivity. For exam> 
pie, energy consumption per unit real 
GNP (1973=100) in 1978 stood at 89 
for the US and 93 for West Germany, 
while it was as low as 86 in Japan. In 
Japan the industrial structure underwent 
a remarkable energy-saving change as 
individual enterprises increased the rate 
of energy utilisation in large measure. 
Further, many manufacturers took great 
pains to strengthen their resistance to 
recession. Many cut their labour force 
and modernised their operations in an 
attempt to nuike a rapid recovery from 
recession. As a result, the labour pro¬ 
ductivity of all manufacturing industries 
in Japan increased by 5.3 per cent p.a. 
from 1974 to 1978. The growth rate cf 
labour productivity in the US and West 
Germany were much lower, at 2.3 and 
3.7 per cent p.a. respectively. What is 
more, Japanese wages only showed a 
single-digit increase after 1977. Unlike 
the Western countries, the wage cost 
(wages divided by labour productivity) of 
the manufacturing industry was in minus 
growth after 1978. 

Benefit Derived 

The Japanese economy derived another 
benefit from the oil crisis in the sense 
that the nation’s demand structure under¬ 
went a significant change toward mate¬ 
rial- and energy-saving. For example, 
in the US after the oil crisis, the trend 
in car demand was definitely toward 
small cars. Until 1979, the US Govern¬ 
ment had placed ceilings on the domestic 
crude oil prices; but in that year. Presi¬ 
dent Carter announced a stepwise energy 
price decontrol. This move sent the 
gasoline price soaring by a little more 
than two times. In Japan during the 
same period of time the gasoline price 
was increased by no more than 1.5 
times. The shift to small cars in the US 
was all the more rapid because the gaso¬ 
line price shot up in a much steeper 
curve than in Japan. In point of fact, 
in 1978 the small cars which accounted 
for 50 per cent of the US market, rose 
to a market share of 65 per cent in the 
first half of 1980. However, the big 
three US car makers failed to make a 
timely shift to compact cars. As already 
stated, the gasoline price rose in a very 
slow curve in the US after the first oil 


crisis. On the other liand, tlie fapantip 
automakers, which produced only snuitl 
cars took various measures to increeijl 
productivity. They reduced the number 
of automotive parts, diminished inventory 
level, introduced NC machine tools, 
machining centres and industrial robots, 
and reduced down-time. As a result, 
the output per employee rose a whopping 
8.7 per cent per year from 1974 to 1979. 

Integrated Circuit 

An export item which helped 
aggravate the trade friction was JC 
(Integrated Circuit). As already stated, 
the drive to save energy and rationalise 
operations was vigorously boosted in 
industrialised countries after the oil 
crisis. To this end, computers were 
introduced in large measure to automate 
production and rationalise administra¬ 
tion. As this wave of mcchatronics 
swept the industrialisd countries, world 
iC demand rose in a steep curve; from 
1975 to 1980, world IC demand increased 
at an average annual rule of 35 per cent. 
The Japanese 1C industry concentrated 
on the development and production of 
MOS ICs suitable for business and house* 
hold electric appliances and equipment. 
As they did in the production of auto* 
mobiles and other key items, the Japanese 
invested a great deal of capital in the 
modernisation and expansion of MOS 1C 
production facilities after the oil crisis. 
As a result, IC productivity and yield 
were increased remarkably. Japanese- 
made 16K RAM JC exports abroad 
swelled until opposition from the US 
1 C industry arose. 

It should not be overlooked that the 
Japanese economy has been showing n 
relatively good performance since the 
Second oil crisis, because oil is one of 
its vulnerable points. Whereas the 
Japanese economy was faced with a 
icrious energy problem imme<Jiately aflet 
the first oil crisis, it was not until sig 
years later, that is, after the second oil 
crisis, that the Western nations awoke 
to the earnest necessity of energy savizrg 
and energy rationalisation. This time* 
lag cf six years improved the funda¬ 
mentals of the Japanese economy re¬ 
lative to those of the Western economies; 
after the second oil crisis. j 

Source : Ll'CB Research ; 
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Natural Rubber Needs R. B. L. Garg 

Integrated Development 


Rubber piftys a vary important rola In lndia*8 aconomy. Apart from 
providing amploymant to a sizaabia population, rubbar and rubbar 
manufacturas bring in foraign axchanga worth Rs 30 croras ovary 
yaar. Tha author, who is Lacturar, Post-Graduata Dapartmant of 
Businass Administration, M.S.J. Coilaga, Bharatpur, statas that 
thara is scopa for incraasad productivity in rubbar. In this raspaet 
it is worth amulating Malaysia which aims at a yiald of 4500 kgs 
par hactara. 


-PThe history of natural rubber in India 
' lis nearly a century old when in 1880 
• ;Crubber was first planted in Travancorc 
«-;tand Malabar. But it was only in 1902 
that it began to be produced on a com- 
M merciai scale. Now India ranks fifth in 
rubber production after Malaysia, 
Indonesia, Thailand and Sri Lanka 
(Table I). In fact, India is very dose 
!; tjjto Sri Lanka but is too far off from 
■ li,Malaysia in the production of natural 
./^rubber. Kerala ivS the home of rubber 
India which alone accounts for 90 
Jljpcr cent of the total area and 90/92 
'il^per cent of production, followed by 
|j||jTamil Nadu and Karnataka. The other 
iifrnbber growing States are the Andaman 
p;|^and Nicobar Islands, Andhra Pradesh, 
^^Maharashtra, Goa and Tripura where, 
{^however, production is not much. Over 

IjP Table I 

^>|[|^atural Rubber Production in Major 


Countries in 1978 


1 

(’000 tonnes) 

‘f^Malaysia 

Ml 

1607 

Ijl^ndonesia 

902 

itohailand 

467 

ttpri Lanka 

156 

Mndia 

135 

Source 

: Rubber Board Bulletin, 
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the years, there has been a rapid increase 
in the area under rubber plantation— 
from 65,376 hectares in 1948-49 to 2.36 
lakh hectares in 1978-79. The most 
recent estimate of area under rubber 
plantation is 2.50 lakh hectares. The 
rubber plantation industry is highly 
labour intensive which offers employ¬ 
ment opportunities to over 150,000 
persons. 

Natural rubber, which has revolu¬ 
tionised the world, is an important plan¬ 
tation crop of the country meeting the 
requirements of the rubber-based manu¬ 
facturing sector not only for the domestic 
market but also for export. Over the 
years there has been a fairly rapid in¬ 
crease in production but consumption 
has exceeded the output (Table II) parti¬ 
cularly in the recent years. In 1972-73, 
while consumption was only 1.04 lakh 
tonnes, production was higher at 1.12 
lakh tonnes. In 1973-74, consumption 
increased to 1.30 lakhs tonnes, but 
production went up to 1.25 lakh tonnes. 
Consumption increased further to 1.32 
lakh tonnes in 1974-75 when produc¬ 
tion W'as of the order of 1.30 lakh 
tonnes. It was only in 1975-76 that 
production far exceeded consumption, 
the former being 1.37 lakhs tonnes and 
the latter 1.25 lakh tonnes. In the subse¬ 
quent years, the gap between production 
and consumption has widened. For ins¬ 
tance, in 1978-79, against 1.35 lakh 
tonnes production, consumption was 
around 1.64 lakh tonnes. Although in 
1979-80, production increased to 1.48 


lakh tonnes, consumption remained 
almost static at 1.65 lukh tonnes. 

According to the 1980-81 estimate, 
production is likely to go up at 1.52 lakhr^ 
tonnes but consumption is expected to 
increase faster to 1.75 lakh tonnes. 

In order to meet the deficit, imports of 
natural rubber were allowed but they 
were discontinued from 1973-74 because 
of increased total availability. As the 

Table II 

Production and Consumption of Natural 
Rubber in India 

(in lakh tonnes) ' 


Year Production Consumption 



' - 


1972-73 

1.12 

1.04 

1973-74 

1.25 

1.30 

1974-75 

1.30 

1.32 

1975-76 

1.37 

1.25 

1978-79 

1.35 

1.64 

1979-80 

1.48 

1.65 

1980-81 

1.52 

1.75 

(estimated) 


Source : Rubber Board Bulletin. 


gap between the indigenous availability 
of natural rubber and its actual require¬ 
ments widened, the imports began to be 
canalised through the State Trading 
Corporation from 1977-78. Imports of 
rubber totalled 14,500 tonnes during 
1978-79 and increased to 32,200 tonnes 
in 1979-80. 

India is also producing and importing 
synthetic rubber to meet the growing 
requirements. But the synthetic rubber 
industry, which mainly comprises two 
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units; is marked for its haphazard growth 
>i«nd sharp fluctuations in production 
and consumption. The industry's ins¬ 
talled capacity is 50,000 tonnes per 
annum, 1)ut production has been res¬ 
tricted to 30,000 tonnes! As a result of 
shortage of coal, wagons, alcohol, ben¬ 
zene and other inputs, the production 
of synthetic rubber was as low as 
23,000 tonnes in 1980-81. Rising 
cost of synthetic rubber has lent an 
edge to natural rubber. With the sharp 
increase in the price of oil, which pro¬ 
vides base for the manufacture of syn¬ 
thetic rubber, and keeping in mind the 
high-energy intensity of the synthetic 
rubbe*- manufacturing process at a time 
when energy has become both scarce 
and expensive, the scales are tipped in 
favour of natural rubber. That is not 
to suggest that there should he no pro¬ 
duction of synthetic rubber but it should 
be done mainly for export purposes parti¬ 
cularly when the prices of artificial 
rubber arc higher in the international 
markets. In any case, the need for 
further expansion of acreage under rubber 
plantation cannot be over-emphasised 
not only because of technical superiority 
of natural rubber but also because of 
high cost involved in the production 
of synthetic rubber. It may also be 
pointed out that rubber plantation 
has an added advantage of being 
able to provide substantial employment 
in the rural areas. 

Bridging thn Gap 

It is sufficiently clear that wc cannot 
. any longer depend heavily on imports 
of rubber - much less the artificial one— 
nor can we afford the expensive stuff 
manufactured by the synthetic rubber 
units in the long run particularly when 
the demand is expected to pick up fast 
in the years to come. A study of the 
demand and supply situation of natural 
rubber reveals a shortfall in the avail¬ 
ability of natural rubber in the 1980’s . 
It is estimated that the total requirements 
of rubber would be around 478,000 
tonnes, while production would be 
j around 363,000 tonnes by 1990. Thus 
sJiortfail is expected to be 115,000 ton¬ 
nes by that time, which calls for vigo¬ 
rous ^prls tp ^tep lip the production of 



natural rubber, failing which the country 
is likely to face shortages or be com¬ 
pelled to resort to large-scale imports 
at higher costs. 

Target for 2000 

According to a study made by the 
Agricultural Refinance Development Cor¬ 
poration, the natural rubber production 
will have to reach 750,000 tonnes by 
2,000 AD from 150,000 tonnes at 
present. The study points out that 
there is a need for a minimum annual 
new planting of 6,000 hectares and re¬ 
planting of 5,000 hectares during the 
Sixth Plan. For achieving this end, the 
study recommends, among other things, 
providing of capital and interest subsidy 
to rubber growers as well as assistance 
to small holders in the form of input 
supply. It may be of interest to note 
that the Rubber Board has formulated 
an integrated scheme for the expansion 
of rubber plantation. The scheme that 
the Central Government has now 
approved calls for 12,000 hectares of 
land to be brought under rubber plant¬ 
ing and replanting every year for five 
years at a cost of Rs 100 crores. The 
scheme is expected to result ultimetely 
in increasing production by 75,000 tonnes 
over the existing level of 150,000 ton¬ 
nes. But by the end of Sixth Plan, pro¬ 
duction may just cross the 200,000 tonnes 
mark. 

Under the scheme, the Rubber Board 
has decided to popularise rubber culti¬ 
vation in non-traditional tracts indiffe¬ 
rent States, including Tripura, Assam, 
Meghalaya, Mizoram, Manipur, Naga¬ 
land and Arunachnl Pradesh where pri¬ 
vate agencies have also evinced interest 
in rubber plantation. The Board has 
plans to bring more area under rubber 
cultivation in Goa and Maharashtra with 
the cooperation of the Governments of 
these States. A subsidy of Rs 3,000- 
5,000 per hectare to growers with holdings 
upto 20-23 hectares will also be offered. 
Since rubber is a longer gestation crop 
(rubber trees take eight years to mature 
and start yielding rubber latex) the 
initial investment is fairly high—about 
Rs 15,000 per hectare. Besides, there 
are other costs such as maintenance of 
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mature plantation, tapping and 
sing to be borne. Against this tn^jn 
ment, the gross realisation from run 
sale is about Rs 5,000 per hectare (HIM 
basis of an average market priee:^ 
Rs 6.50 per kg and a yield of 750*^ 
kgs per hectare. 

The potential for bringing more lUQ 
under cultivation of rubber is enorme^ 
There is no reason why a determine 
effort to increase the area under rul^ 
and the productivity of rubber culti^i 
tioii, guided by an appropriate rublj^ 
policy, could not make the plantatt^ 
industry yield more rubber needed by 
manufacturing sector in the comh) 
years. It may also be pointed out 1 
this context that there is urgent need j 
push up yield per hectare of rubber plat 

Table Ill 

Average Yield Per Hectare of Rubb 

(in K 


Year 

Average yie 

1971-72 

678 ^ 

1972-73 

725 ; 

1973-74 

756 / 

1975-76 

772 > 

T-J.' 

1976-77 

806 

1977-78 

770* 

1978-79 

710* 1 

1979-80 

790E ; 


* Provisional. E-Estinmates. 

Source : Rubber Board, fCottaya 

tation. Although there has been incret 
in the yield during the last decade (Tdl 
111 ), which favourably compaires with i 
major rubber producing countries (exi| 
Malaysia where the average yield-, 
1000 kgs per hectare as compared 
India where it is only around 800 
there is ample scope for boosting yicl4( 
the country given better input and 
care for rubber plantation. 

It is interesting to note that 
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Wiling at a yield rate of 4,500 kgs per 
^ptare in favourable conditions. There 
;:i)(iuch to emulate from the experience 
^^Malaysia which is now at the top of 
i tubbcr world. It is learnt that the 
^bcr Research Institute of India- the 
^arch wing of the Rubber Board— 
^ developed, the necessary planting 
l^erials which can yield three times 
rubber from a hectare of land but 
,|iir application is yet to be seen in 
e field. It may also be pointed out 
p. while undertaking rubber plantation 


in new areas, care must be taken to 
ensure that rubber cultivation is encour¬ 
aged only in areas where climatic and 
other conditions are most favourable so 
that the productivity of land as well as 
income and eniployment generation is 
maximised. 

Rubber plays a very useful role in the 
Indian economy not only because it 
offers em.pIoyment to sizeable popula¬ 
tion but also because its manufactures 
bring valuable foreign exchange. Rubber 


and rubber manufactures figure as an 
important export item from India which 
bring foreign exchange worth Rs 30 
crorcs every year. It is, therefore, 
important that efforts are made to 
step up rubber production indigenously 
in a big way to meet the growing demand 
of the manufacturing sector, which still 
suffers from shortage of this vital input. 
Any attempt at boosting rubber produc¬ 
tion will in the process generate more 
and more employment which is one of the 
prime objectives of the Sixth Plan. 


locial Cost of Employment in Dairying 

A. R. Rao and I. J. Singh 

The authors who are associated with the Haryana Agricultural 
University, Hissar, highlight the non-viability of dairying with superior 
broods which need improved feeds, fodders and concentrates. The 
I .fniodern methods of raising dairy animals, according to them, are 
.! lineconomical and provide the farmer work without adequate 
/ compensation and only deprive him and his family of leisure. They 
advocate that loans should rather be advanced for raising low cost 
dairy animals using cheap feeds which do not need diversion of 
/ land or capital which could be used to raise millets and beansprouts 
, j for feeding hungary farmers. 


ii/ VIEW of increasing unemployment in 
ffe country and the limited skills needed 
tfc;l|gricuUurc and animal husbandry, 
emphasis, of late, has been placed 
l?'flairy and poultry development. This 
certainly led to increased produc- 
1,^ of animal protein. It has also re- 
the idle time of^ie rural masses, 
jwever, the results or this development 
H.Ve not been properly evaluated. 

•Common observation shows that large 
p^iness houses have not associated thein- 
fVes in agricultural or livestock pro- 
^tion in our country. Perhaps this 
been due to the realization that the 
fOms from agriculture compare very 
Sjayourably with investments in industry. 

may suggest that returns on invest- 
f'lits in agriculture or livestock enter¬ 
ics are inadequate to attract com- 
Jirpial investments. Till recently, when 
j^icultural income and particularly in- 
from livestock was outside the 
jfvicvv of taxable income, livestock 
lerpriscs attracted investments of con- 
I incomes and exorbitant profits 
be shown on these enterprises to 
►lUtbriize concealed wealth. However^ 
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since livestock incom.e also has become 
taxable, the flow of capital into these 
areas seems to have been curtailed. 

In the country as a whole, most of the 
milk is produced from non-descript cows 
and buffaloes. A little of this reaches the 
milk marketing system., but most of it 
is consumed at the rural household level. 
Superior Indian breeds of dairy cattle 
and buffaloes yield well, but invariably 
require additional feeds and fodders. 
Buffaloes, in particular, can be fed and 
managed intensively for higher profits. 
Very few animals of pure exotic breeds 
supply milk, but increasing numbers of 
crossbred animals supply milk in more 
and more areas of the country. Cross¬ 
bred animals seem to be a major source 
of milk supply in Kerala, but it is not 
so in other parts of the country. 

Notwithstanding the diverse types of 
dairy husbandry, most of the commercial 
supplies of milk are derived from 
buffaloes. Even marginal producers of 
milk from non-descript buffaloes seem 
to contribute to some of the milk collect¬ 
ed by the various dairy corporations. 
Many raise thpir buffaloes, irrespective of 


their breed, on improved feeding con¬ 
ditions. Private milk suppliers of urban 
areas maintain good breeds of buffaloes 
(mainly Murrah) under systems of in¬ 
tensive care and feeding. 

Buffaloe’s Contribution 

in India, more than Ifi million tonnes 
of the 24 million tonnes of miJk output 
in a year is from buffaloes. The 
population of females above three years 
of age is estimated at 25 million buffaloes 
and 50 million cows. Thus, an average 
buffalo is about four limes as produc¬ 
tive as an average cow. In Haryana, 
families of landless labour have as many 
cows as buffaloes, but among land¬ 
holders, buffaoes are twice as many as 
cows. This shows that when resources 
are available, farmers find buffaloes to 
be more profitable to keep. In this 
region, an average cow yields 1.04 litres 
of milk per day and a buffalo 2.14 litres. 

This shows that in many areas of the 
country, buffaloes are preferred to the 
improved cross-bred cows for milk pro¬ 
duction. However, this requires heavy 
initial investments and calls for assess¬ 
ing the feasibility of giving loans to the 
poor to raise units of female buffaloes 
of breedable age consisting of 3 or 5 
animals. In addition, it is also neces¬ 
sary to study whether the income and 
employment benefits from such loans 
justify this initial investment. 

Therefore, this article attempts to 
evaluate the income and employment 
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potentials as well as the financial feasi- 
^ity of dairying. 

The Murrah breed of buffaloes has 
been considered in this article rather than 
cross-bred cows, because the economic 
returns from buffaloes have been re¬ 
ported to be higher than from cross-bred 
cows, irrespective of the size farm 
(Pandey, 1979). In addition, buffaloes 
need less care and veterinary attention. 
Moreover, they yield a better energy 
balance than cross-bred cews under vil¬ 
lage conditions (Anon., 1978). 

Price of Animals 

The prices of buffaloes used in this 
article have been obtained in the month 
of June, 1980, from livestock markets 
in Rohtak and Jind districts of Haryana 
as well as those in Amristar, Jullundur 
and Ludhiana districts of Punjab. The 
price of an animal which is in the third 
or fourth lactation having an age of 
eight or 10 years and yielding six to 
nine litres of milk per day, was reported 
'to be in the range of Rs 4,000 to Rs 7,000 
per animal which is in conformity 
with the estimates of the Mational Dairy 
Research Institute, Karnal (Anon, 1980). 
Other data used in this article such as 
the cost of dairy shed and equipment, 
miscellaneous costs, replacement costs, 
depreciation and insurance charges, 
prices of feeds, concentrates and of 
milk are based on the studies conducted 
at the Departmicnt of Agricultural Eco¬ 
nomics, Haryana Agricultural University, 
Hissar. The interest on borrowed capital 
as well as the subsidised rates of interest 
available to small dairy farmers are based 
on the current bank rates. Similarly, 
the wages of human labour have been 
charged at the rates prevailing in 
Haryana during 1978-79. The actual 
data on feed consumption and milk 
production are based on the five years 
of research work done by the Depart¬ 
ment of Livestock Production and Mana¬ 
gement of Haryana Agricultural Uni¬ 
versity, Hissar. 

The table (p. 1466) shows the employ¬ 
ment and income effects of raising units 
of five (to fully employ one man and all his 
^family labour)and three (to employ one 
man only) lactating buffaloes. The table 
also shows five alternatives of evaluating 


the per litre cost of milk production and 
net profits or losses from these alternative 
methods of assessing the viability of these 
dairy units. Alternatives 1 to IV arc 
based on the farm management surveys 
conducted by the Department of Agri¬ 
cultural Economics, Haryana Agricultural 
University, Hissar during 1978-79. The 
fifth alternative is based on the actual 
input, output and prices prevailing in 
1980 comparable to alternative I. 

1. Cost of Milk Production and Income 

The table shows that irrespective of 
the size of (he dairy units and alternatives 
employed to evaluate them, the cost of 
milk production is higher than the re¬ 
turn from it. Item F of the table shows 
that just to cover the cost of milk pro¬ 
duction and to repay l/5th of the loan 
per instalment per intcr-calving period, 
the level of milk production per lacta¬ 
tion for a buffaloe has to be between 2,387 
to 4,043 litres. The studies conducted 
at the National IXiiry Research Institute, 
Karnal, have shown that the average per 
lactation milk production of an elite 
herd of Murrah buffaloes maintained 
under the best conditions of feeding 
and management was 1,615 litres per 
animal (Anon. 1979). On the basis of 
the attainable maximum, 1,615 litres of 
milk production, the break-even price 
of milk, including all expenses and loan 
instalments have been estimated at 
Rs3.43 to Rs 5.76 (Rs 2.96 to Rs 3.12 
per litre excluding the human labour 
charges) under item 11 of the table. 

Variable Costs 

A comparison of the variable costs per 
litre of milk production at the Haryana 
Agricultural University farm (item E) 
and total costs (item G) shows the effects 
of lower productivity which is common 
in many dairy units. Jn fact, these 
prices will cover only the costs of milk 
production per lactation, if we take 
the per litre cost of milk production for 
the entire life period of the animal, in¬ 
cluding the costs of raising the calves 
and the dry periods of the animals, the 
per litre cost of milk production will 
go as high as Rs 7.76 per litre at the 1974 
price level (Rao and Singh 1974, andRao 
and Singh, 1977). These estimates, thus, 
show that if milk production is to be 


made remunerative, particularly fori^ 
landless who are getting dairy loans, tin 
present price per litre of milk 
to be sufficiently raised. Normally, dai^ 
loans given to the .rural unemployed ilw 
adequate only to support the rai.sing ef 
dairy animals using purchased feeds ani^ 
fodders. They do not cover the coi^; 
of the concommitant agriculture by 
family to derive adequate total inccme| 
and use farm-raised feeds and foddersi 

2. Employment from Dairy Loans 

The fact that the two dairy units with 
different alternatives show loss in tb^ 
table is sufficient to suggest that iheiii^ 
IS hardly any chance of creating remun^ 
rativc employment. Even if the cost df 
human labour is assumed to be zerOi 
alternative IV in both units leaves no 
profit margin. At current prices (alter¬ 
native V), even feed costs are higher than 
the iiicom.c. In the context of the 
national welfare schem.es meant for help¬ 
ing the sm.all farmers, marginal farmers 
lai dIcss labourers and the rural pooi 
by providing them dairy loans, thh 
shows that the desired objectives throu^l 
these schemes of creating ciirploymen 
and adequate income do not seem to bt 
achieved. In other words, the welfj^l 
schcm.es which arc really intended 
help the rural poor arc really helpid; 
the urban rich with the subsidy of undci 
paid/uiipaid rural labour and subsidistiii 
milk. 

The logic for thi present continuatib 
of livestock production may be due t 
the farmers being able to increase incon^fi 
with additional dairy farmjng by uslu 
farnt-grov'ii feeds and fodders. Hovi 
ever, one wonders wdiclher sir.tilar invest 
ments in crops will not be more ti 
munerativc and create more eiv.ploymer 
at less social cost. 

3. Social Costs and Alternatives 

From the findings i>iesented in tbi 
article it is clear that raising an u^; 
economic dairy unit requiring land aiji 
other farm resources which could othi^ 
wise more profitably be used are invisib! 
costs to the society. This is becaut 
“scarce land, which might grow mille' 
and beansprouts for hungry villagdri 
instead produces a trickle of co^ 
calories from meat and milk, which ^ 
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the urban rich (who have ample 
otcin any way) can afford” (Lipton, 
pll). 

An alternative to this situation may be 
fifig along with the conventional wis- 
bm of the farmer in raising non¬ 
descript breeds of cattle and buffaloes 


which he lias been doing over the centu¬ 
ries. Such a dairy enterprise will have 
the advantage of being raised essentially 
on crop residues and will be in tune 
with our economic system where arable 
land is scarce, population pressure is 
high and farmers' capital base is very 


low. In addition, in a country like ours, 
the role of animals is not so much tok..^ 
produce superior foods, but to be a 
major source of energy for small-scale 
agriculture (Rao and Singh, 1977; Singh 
and Rao, 1978). In other words, where 
small-scale farming is predominant and 


ECONOMICS OF MILK PRODUCTION 


Fivj Lactating Buffaloes 
Rupees 


Three Lactating Buffaloes 
Rupees 



1 

11 

111 

IV 

V 

I 

11 

III 

IV 

' V 

Capital Costs 

20,000 

20,000 

20,000 

20.000 

20,000 

12,000 

12.000 

12.C00 

12,000 

12,000 4 

Animals {a Rs. 4000.00 each 

Dairy shed and cquipmert 

Total 

10,000 

10,000 

10,000 

10,000 

10,000 

8,000 

8,000 

8,000 

8,000 

8,000 

30,000 

30,000 

.30,000 

.30,000 

30,000 

20,000 

20,(XK:. 

20,000 

20,000 

20.00c 

Costs Per Inter calving Period 











1. Feeds* 

(a) Berseem (40 kg/day/animal) 











(« 9.50/0 

9,120 

9,120 

7,680 

7,680 

14.400 

5,472 

5,472 

4,608 

4,608 

8,640 

(b) Wheal bhoosa (3.7 kg/day/animal) 

fn' R-!. 12.50/Q 

1,110 

1.110 

1,110 

1,110 

1.243 

666 

666 

666 

666 

746 

(c) Concent rates (0.41 kg/day/a nima 1) 






ia Rs. 150/0 

1,476 

1,476 

1,476 

1,476 

1,476 

88 6 

88 6 

886 

886 

886 

Total 

ll,7C6 

11,706 

10,266 

10.266 

17,119 

7,024 

7.024 

6,160 

6,160 

10,272 

2. Misccll.ineous cosLs 











(Veterinary care, breeding etc.) 

3. Replacement costs 

1.000 

1.000 

1 000 

l,CC0 

1.000 

600 

600 

600 

600 

600 

(Productive life 8 years) 

3,333 

3.333 

3 3.33 

3,-333 

3.333 

2000 

2.000 

2 000 

2000 

2,000 

4. Interest on capital (« 15% p.a. 

5, Depreciation on d'' iry shed (r/ 10% 

6 000 

1,600* 

1,600 

1,600 

6,000 

4,000 

1067 

I 067 

1,067 

4.000 

p.a. 

l,.333 

1.333 

1,3.33 

1,333 

1.333 

I 067 

1.067 

1,067 

1 067 

1,067 

6. Insurance («■ 5%; p.a. 

7. Labour w Rs. 8.0() per day for 

1,333 

1,3.33 

1,333 

1,33.3 

1.3.33 

800 

800 

800 

800 

800 

one person 

3,840 

3,840 

3,840 

- 

5,780 

3 840 

3,840 

3,840 


5.760 

Total 

16,839 

12,439 

12 4.39 

8.599 

18,759 

12 307 

9..374 

9,374 

5,534 

'*T4,227 

Total costs per inlcr-calving period. 

28 545 

24,145 

22.705 

18865 

35.878 

19.3.31 

16.398 

15.534 

11,694 

24,499 

Tneome 

1. S'! les of nn|k (1250 L/buffa loc per 











inlcr-calving period) '/i Rs. 2.(X)/ 
litre. 

12,500 

12,.500 

12,500 

12,500 

14,375 

7,500 

7,500 

7,500 

7.500 

8,625 

2. Manure (n Rs. lOt).(K) per animal 

500 

500 

500 

500 

500 

300 

300 

300 

300 

300 

3. Profit from sa Ic of ca Ives 

500 

500 

500 

500 

500 

.300 

300 

300 

300 

300 

Total 

13,500 

13,500 

1.3,500 

13,500 

15,375 

8,100 

8,100 

8,100 

8,100 

9,225 

Net prolil/loss (Rs) 

15,045 

- 10,645 

- 9.205 

- 5.365 

- 20,503 

--11,231 

—8,298 

—7,454 

—3.594 

—15,274 

Cosl/litre of milk 

Production of milk (litres)/animal/ 
Station iKcdcd to pay for a 11 expenses 

4.41 

3.70 

6.47 

2.86 

5.58 

4.99 

4.21 

3.98 

2.96 

6.37' 

plus labour for 1 man and loan jnslal- 
mcnls(about 1/5 ofca pita I/intcr- 



2.771 

2,387 

3.555 

3.789 

3,300 


2,516 

4,043 

calving period) 

3,355 

2.915 

3,156 

Priee.s of milk (Rs/litre)as in item F. 
at HAD level of production as in item 




3.82 



5.28 



7.44 

C. L 

5.37 

4.66 

4.4.3 

6.54 

6.06 

5.05 

4.03 

priccs of milk (Rs/liire) as in item F. 
at NDRI level of production 
(1615 itjrcs/Lcta tion/a nima 1) 

4.15 

3.61 

3.43 

2.96 

5.06 

4.69 

4.09 

3.91 

5.12 

5.76 




Alternative 


Alternative 

Allernative 

Alternative 

Alternative 


II 

III 

IV 

V 


Berseem prices at ideal rates for 1978-7^, i.e., market prices appreciated by a fretor of J.75 to account for 
fair rates of land rent and interest at 15% p.a. 

Interest at 4% p.a. 

AS in 11 and berseem at market price (Rs 8/Q) 

As in 111, excluding labour costs 

As in ], prices in 1980: berseem, Rs. IS/Q; Wheat bhoosa, Rs. 14/Q; concentrates, Rs. 150/Q; labour for 
one man, Rs. 12/- day; milk, Rs. 2.30 / litre. 

*Ouintals of feeds needed for the 5 buffalo unit and the 3 buffalo unit: berseem 960, 576; wheat bhoosa 88.8,1 33.3; concentrates 9.84, 5.1^0, 
respectively. 




14M 










population pressure is high, livestock 
production should be based essentially 
^1 wastes, farm by-products and grazing 
rather than grain or cultivated foddet 
crops (Ward, et aL 1980; Rao, 1980). 

Essentially, this means emphasis on 
extensive iinimaLhusbandry at low 1* vels 
of productivity with wide distribution 
of the low incomes, rather than intensive 
liveslcck production requiring heavy 
initial capital investments and use of 
irrigated land for fodder and grain pro¬ 
duction. These observations seem in 
conformity with estimations presented 
inaFAOstudy. This study has shown 
that the best energy balance of nutrient 
supplies to the community was contri¬ 
buted by buffaloes on little care main¬ 
tained on crop residues, etc rather than 
cultivated forages or concentrates (plus 
527 megacalories per year), while cross¬ 
bred cows given the best feeds and 
intensive care, caused net losses of minus 
525 Mcgacalories per year (UN/FAO, 
WFP, 1976 recalculated by Rao, 1980). 

On the basis of the findings presented 
i^in this article, the following conclusions 
emerge : 

1 . At the current market prices of 


feeds, fodders, concentrates and tntlk« 
a dairy unit does not leave any profit 
margin to repay the dairy loans. 

2. The present methods of raising 
dairy animals as an avenue for providing 
employment to the rural poor, provides 
only work disguised as employment and 
deprives the farmer and his family of 
leisure. The wages to the labourer are 
nominal or even notional. 

3. Promoting dairy enterprises seems 
to be at a very high social cost where 
low-paid rural labour is used to produce 
and sell milk at low prices to the well- 
to-do consumers, mainly of the urban 
centres. The minimum per litre price 
of milk has to be raised to a level ade¬ 
quate to cover fully the per litre cost of 
milk production and ensure the repay¬ 
ment of dairy loans. 

4. Low cost dairy animals essentially 
using cheap feeds need to be considered 
as alternative dairy enterprises with 
public loans. 
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AST DAT 
APPROACHING FAST 

File Your Return of Income Quickly 

Ordinarily, 30th June is the last date for filing your Return of Income. However, for those taxpayers who 
derive income from bdsiness/profession, the Return of Income is to be filed before the expiry of 
four months after the close of the accounting year or 30th June, whichever is later. 

- Filing a Return of income is not as difficult as it 
just follow the steps given below: 

STEP 1 : Choose the correct return form 

If you are Appropriate Form Is 

(a) A company other than a company falling under (d) below) Form No. 1 

(b) carrying on a business or profession Form No. 2 

(c) not carrying on any business or profession and are deriving 
income from salaries, property, interest on securities or other 

sources e.g. dividends Form No. 3 

(d) in receipt of income derived from property held under trust or 
other legal obligations for charitable or religious purposes and 

you claim exemption u/s 11 of the Income-tax Act Form No. 3A 

STEP 2 : Fill up the Return form methodically. 

Give complete and correct particulars In the various parts and annexures of the Return, 
such as income and receipts, expenditure and outgoings, deductions and exemptions 
claimed. Do not forget to make appropriate and complete verification in the form THIS IS 
IMPORTANT 

STEP 3 : After you have filled in the Return and arrived at the total income, calculate the tax 
payable on such total income at the prescribed rates applicable to you. From such tax deduct 
any amount paid as Advance Tax or tax deducted at source. The balance amount is the 
tax payable by you on self-assessment. 

Deposit the self-assessment tax in the nearby branch of any specified Nationalized Bank, 
using— 

Chalan Form No. 3-For companies in Red colour band 
Chalan Form No. 11—For others in blue colour band 
The number of the chalan appears on the top left hand corner of the form. 

STEP 4 : Attach all statements, certificates etc, to the Return. Please ensure that the following docu¬ 
ments (in so far as they are applicable to you) are attached to the Return in support of the 
particulars given therein : 

i) Income and expenditure account. 

ii) Manufacturing/Trading Profit & Loss Account (s) 

iii) Balance Sheet (s) 

IV) Personal accounts of Directors/Partners. 

v) Certificate (s) for tax deducted at source from salary and dividends, etc. 

vi) Receipts for payment of Life Insurance Premium. 

vii) Chalan (s) for payment of tax on self-assessment 

viii) Chalan ($) for payment of advance tax. 

ix) Deposit receipts in respect of the payment of Compulsory Deposit. 

X) Declaration for renewal of registeration of the firm 
xi) Form No. ITNS 224, duly completed. 


DONE ? YOUR RETURN OF 
INCOME IS NOW READY. 
FILE IT STRAIGHTAWAY. 


TIMELY FILING OF 
RETURN MEANS . 
TREMENDOUS RELtfP 


DIRECTOR OF INSPECTION 
(Research. Statistics, Printing GrPublic Relations) — 

INCOME-TAX DEPARTMENT. NEW DELHI-110001 > 
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Wagon Industry : Need for Steady Growth 


Thk wagon building industry in this 
country is likely to show good results 
during the next few years. This is pri¬ 
marily because of the official policy of 
acquiring nearly 100,009 four-wheeler 
wagons during the Sixth Plan period. The 
^umber of sick wagons with the railways 
!%as crossed 27,000. At the same time, 
there are nearly 30,000 over*aged wagons 
with the railways. All (he over-aged 
wagons arc regularly inspected and con¬ 
demned on age cum-condition basis. In 
order to make up the loss of these 
wagons, the Indian railways weie ex¬ 
pected to acquire nearly 30,000 wagons 
by the end of March 31, 1982. The re¬ 
maining 70,000 four-wheeler wagons were 
expected to be acquired during the re¬ 
maining three years of the Sixth Plan, 
jl^ In order to meet the requirements of 
the Indian railways, the output has to be 
stepped up to 23,000 every year and this 
will not be difficult because the wagon 
manufacturers have a capacity of nearly 
28,000 four-wheeler wagons every year. 

It may be poin cd out that wagon 
building-industry has suffered Ouctuating 
fortunes with the result that only a few 
well organised units could survive the 
bad days. During (he last few years 
several units had to close down following 
heavy losses due to low utilisation of 
capacity. These included 

(i) Ramon Engg. Works, Calcutta. 

^ (ii) Mckenzies, Bombay. 

(iii) Singh Engg Works, Kanpur 

Four other units have diversified into 
other lines of manufacture : 

(i) Jessop &> Co Ltd, Calcutta. 

(ii) Bridge & Roof Co Ltd, Calcutta. 

(iii) Southern Structurals Ltd, Madras. 

(iv) K.T. Steel Ltd, Bombay. 

Six other units which turned sick and 
were at a stage of financial collapse were 
taken over by the Government and subse¬ 
quently nationalised. These units are ; 

(i) Indian Standard Wagon Co, Bumpur 

(ii) Arthur Butler & Co, Mokameh. 

(iii) Britannia Engg Co, Muzaffarpur. 

(iv) Burn & Co Ltd» Calcutta, 



(v) Braithwaite & Co Ltd, Calcutta. 

(vi) Jessop & Co Ltd, Calcutta. 

There are nine wagon building units at 

present of which five arc in the public 
sector and four in the private sector. The 
units along with their capacities are as 


follows ; 

(A) Public Sector Capacity 

(FWu) p.a. 

(i) Bharat Wagon & 

Engineering Co Ltd, 
Muzaifarpur 1000 

(ii) Bharat Wagon & 

Engineering Co Ltd, 

Mokameh I5U0 

(iii) Burn Standard Co 3911 

(iv) Burn Standard Co Ltd, 

Howrah 4750 

(v) Braithwaite & Co 3000 

fB) Private Sector 

(i) CIMMCO, Bharatpur 2000 

(ii) Hindustan General 

Industries, Delhi 1000 

(iii) Modern Industries, 

Sahibabad 2000 

(iv) TEXMAC’O, Calcutta 3600 


Total Capacity 22761 


(C) In addition to these units, wagons 
arc being manufactured in three 
railway worshops : 

(i) Amritsar (Punjab) 

(ii) Golden Ruck (Tamilnadu) and 

(iii) Samastipur i Bihar). 

The total capacity of these three work¬ 
shops is of the order of 1500 wagons 
per year. 

Wagon manufacturing units have been 
in existence for the past many years. Some 
of them have diversified into other lines. 
Accordingly it is difficult to arrive at 
accurate figures of the installed capacity. 
However, the peak production of 
27565 wagons achieved in 1964-65 is taken 
as installed capacity. 

The number of wagons procured is 
based upon the allocation of funds by the 
Planning Commission. This production 
plan is then passed on to Wagon India, 
a joint sector body representing all wagon 
builders in the country, which monitors 


production. The production plan is 
broken down by Wagon India itt 
consultation with the Railway Board, 
among wagon builders. 

The utilisation of wagon capacity has a 
relation to the orders placed by the rail¬ 
ways with the industry. From the year 
1974-75 to 1978-79, the Ministry of Rail¬ 
ways had pliiced limited orders for pro¬ 
duction ranging between 9000 to 11000 
per year. This represented approximately 
46 per cent of capacity utilisation. 

PEC has been canalising export of 
wagons to Yugoslavia, Vietnam and 
Uganda. The year wise exports have been 
as follows : 

Year Exports 

J 976-77 1244 

1977- 78 202 

1978- 79 132 

However, in view of the stilf competi¬ 
tion offered by some countries in this line, 
notably South Korea and Taiwan, the 
possibilities of large export orders ia 
Vietnam and Uganda arc limited. 

The uncertainty of railway orders 
varying with budgetary piovisions intro¬ 
duces an uncertainty which makes it diffi¬ 
cult for the industry to make any signi¬ 
ficant medium or long term production 
plans. Second, the incidence of bought 
outs in the industry is high (55% a|h 
proximately) and advance procurement 
of items that arc in short supply is difficult. 

The offtake of wagons was limited td 
7000 four wheelers in 1980-81. However^ 
the new programme of the railways tp 
buy increased number of wagons is likely 
to make it difficult for the wagon buildets 
to meet the demand according to schedule^ 

Taking all these factors and the over¬ 
all picture into consideration, it has beet) 
suggested that in line with the proH 
jected requirements for the next few ycarsj 
wagon orders may be evenly distributed 
for the next decade to help the wagoij 
manufacturers to make necessary investj 
ments to incorporate improved tcchJ 

nology. j 

'1 

—Harder Sin^lj 
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COROMANOa RimUSERS UMIIED 

The following is the text of the speech by Dr. Bharat Ram, Chairman of 
Coromandel Fertilisers Ltd., at the 19th Annual General Meeting held on May 28, 1981. 



Dr. Bharat Ram 


Ladies and Gcnilcmciv. 

It ftives me gical picasuie (o welcome you all 
to this Nineteenth Annual (ieneral Meeting of 
your Company, The Annual Report for the 
year containing the financial results and the 
Directors’ Report, has already been made avail¬ 
able to you. You will be h.ippy to note that 
despite a slightly lower vi>lume of production, 
the results reveal a icassuiing picture reflecting 
the sustained efforts t)f the niaiuigcinent to keep 
down costs and attain a high level of operating 
efficiency This has helped us maintain the 
dividend ol Rs. :/- pei sluire. 

; It is always neecssaIy, 1 think, to look at any 
industry or even an enierprisc in a wider perspec¬ 
tive to judge, to what extent it contributes to 
the national well-being and how it can be made 
‘to play its part moic clfectively. The national 
Sscenario, as it presents itself, is made up of lights 
and shadows C ertainly the economy lias been 
moving forward but is, at the same time, held 
back by fuctois which arc often self-imposed. 

The iTCiformanco of agriculture was encourag¬ 
ing. After managing the food economy imagi¬ 
natively. in^pilc of the bad drought, it is gratify¬ 
ing that production has picked up and is estimat- 
td to touch a record level. This has been 
possible due to the vision of our .scientists, 
extension work by the Centre and the States, the 
priorities given to irrigation, fertilisers and 
4eeds, coupled with a programme for remunera¬ 


tive support prices to the farmer. But I would 
like to caution, lest we slip into a mood of com¬ 
placency, that this satisfactory management and 
performance by itself does not insure us against 
the possible shortage that arc likely to develop in 
the years to come. 

The progress of agriculture last year was 
brought about more by favourable monsoons 
than by the response to inputs like fertilisers or 
irrigation. In fact, fertiliser consumption was 
below the target level and will have to step up 
further if the natural pace of growth, which is 
seen in Indian agriculture in the past few years, 
has to be maintained. 

Scicnti.sts have warnd that the 'eighties* would 
be critical; if probability and statistical data be 
taken as a guide, a failure or succession of poor 
monsoons may be upon us. We must, therefore, 
take steps now. immediately.to prepare for pos¬ 
sible variations in climate, and its consequences 
for our agriculture. Over the years our soils 
have been exploited, our forests denuded and the 
basic asset—land- has been degraded. I would 
plead that a high powered Commission charged 
with the management of land and water resources 
be set up. 

Equally important is the progressive use of 
fertilisers in a scientific way to ensure that (he 
productivity of land is improved gradually and 
wc arc able to achieve the standards of yield per 
acre reached in other parts of the world. 

Whether it is irrigation or fertilisers the deve¬ 
lopment of agriculture will depend, to a large 
extent, on the growth of industry. This inter¬ 
dependence which is often talked about but 
seldom acted on. holds the key to a balanced deve¬ 
lopment of our economy. In the fiist two deve¬ 
lopment decades, namely, the Fifties and Sixties, 
our industry was progressing at about twice the 
rate of growth of agriculture. This was neces¬ 
sary not only to generate the inputs that were 
Tcquired but also meet the enlarged domestic 
demand. In the last decade, the process has 
greatly changed. Industrial growth dropped and 
has been at almost the same rate as that of agri¬ 
culture. This was responsible for creating 
shortages within the economy, worsening the 
balance of trade position and. if continued, 
would hold back the rate of growth of agriculture. 
It is imperative therefore that we have to look 
into the causes which have led to the stalemate in 
industrial development. 


The matter of concern, in my view, is that 
growth has been affected particularly in those 
industrial areas which arc of critical importance. 
In cement, paper, steel, fertilisers and so on, 
which really form the core of industrial sector, 
expansion, has been far lcs.s than our national 
needs. Consequently, the country has been for¬ 
ced to import many of these commodities at very 
heavy prices. This contradiction, in my view, 
reflects the deficiencies in our policies at one 
point or the other. 

I am aware that a number of licences have been 
issued for the manufacture of many of these 
items. But somehow, a situation has been created 
in which implementation of these licences has 
become well nigh impossible. 

The major handicap is really finance. Industries, 
arc not able to generate resources internally nor 
acquire them from the capital market, nor borrow 
from the financial institutions. The rate of taxation 
continues to be high; though the Finance Mini¬ 
ster himself admitted this fact during the budget 
debates in Parliament, the rate of interest has 
been put up while the rate of dividend continues 
to be at the level it was many years ago. It would 
be a matter of surprise to many that the ratio of 
dividend to interest on bank deposits has como 
down from about 2.4 in 1960-61 to less than 1 
today. Naturally, the capital market has not 
.shown the buoyancy that industrial development 
demands. 

Let me refer in this context to the scheme of 
Retention Prices in respect of fertilisers. We 
believe the philosophy and practice which informs 
this scheme of administered prices seeks to ensure ' 
a post tax return of 12% on net worth; but it is 
doubtful whether this cun attract fresh capital 
and investment in the industry. The rate of return 
in actual practice does not permit an adequate 
return by way of dividend to (he shareholder. 
Nor does this policy help generate enough proflts 
to raise requisite Gnance to replace ageing plants, 
leave alone expansion and growth. 

While 1 appreciate the pragmatic and positive 
attitude of those charged with the actual fixation of 
retention prices, there are basic issues which have 
to be looked at constructively. To illustrate, the 
formula does not provide compensation for loss 
of production for reasons which are entirely 
beyond the control of the operators of the unit. 


Over the years, it has been demonstrated that 
continued power cuts imposed by State authorities 
have led to loss of production which has not been 
taken into consideration in determining the final 
price. Again the norms adopted for working capital 
need to be realistic. We are also concerned that 
the pricing period of three years would need more 
flexibility to allow for major additional financing 
of working capital arising out of the inflationary 
spiral. During the last 10 months prices of all 
raw materials have gone up—Naphtha by 12*)%, 
Sulphur by 25% and Rock Phosphate by 22%. 
While the scheme contemplates compensation 
for such increases through the revision of reten> 
tion prices, it hardly takes into account the high 
costs borne by the industry in financing the work¬ 
ing capital needs. This serious difiiculty and cost 
clement has not been reflected in the exercise. It 
is common knowledge that the additional working 
capital required for the same level of operations 
has increased by nearly 30%. These are some of 
the issues which need to be resolved and wc hope 
that the Fertiliser Industry Coordination Com¬ 
mittee which is charged with this exercise will 
look at these issues afresh and treat our represen¬ 
tations realistically. 

In the present state of the domestic finance, 
rthe all-India term lending institutions have 
assumed considerable importance. However, they 
have imposed conditions which, in practice, can¬ 
not be fulfilled. I know that financial discipline 
dictates that there should be a minimum commit¬ 
ment on the part of promoters who naturally 
have to take up a certain portion of equity. 1 can 
also understand that there should be a reasonable 
debt-equity ratio in order to provide the risk 
covei for borrowings. But should these be pitched 
up at the level that most industries find it difficult 
to borrow from institutions? 

More than that, the institutions themselves do 
not have enough funds. The market rigidities are 
such that finance for the institutions may not 
grow in a measure which is required to achieve 
the growth rate anticipated in the Sixth Five¬ 
-Year Plan. The solutionis simple if really one 
wants to take the plunge. Let me explain. 

What 1 have in mind is deficit financing com¬ 
bined with a judicious use of the additional 
resources that are created. I am aware that deficit 
financing also raises the image of high speed 
inflation. This is so more due to the unwarranted 
fears expressed by, what has come to be described 
as. the monetarist school which has not paid 
adequate attention to the uses to which the money 
can be put. I cannot understand why Government 
should not go in for deficit financing, if the addi¬ 
tional money is earmarked for wholly productive 
use. We have been having deficit financing in the 
past without putting pressure on prices. This can 
^ happen if the additional demand that is generated 


is matched by a corresponding additional supply 
of goods. 

The present situation is particularly helpful to 
create resources for the financial institutions from 
additional budget deficit, for a variety of reasons. 
As I said earlier, agricultural production has 
been a record Apart from that, the country will 
be compelled to import more than its export which 
will partly be financed by drawing down the 
foreign exchange reserves, As such, the effect of a 
budgetary deficit on money supply would be partly 
cancelled oiT. In these conditions, deficit financing 
would not be inflationary and would, at the same 
time, provide resources for development. 

I have mentioned this problem of finance in 
some detail because it is the key factor which can 
enhance the development of industry. I know 
that there arc competing needs and it often be¬ 
comes difficult to devise a scheme for allocating 
the resources in the most productive manner. Wc 
have to keep at the bick of our minds that all 
industries are not on par There arc certain 
industries which have to grow faster because they 
provide the impulse to the growth of other indus 
tries. Such industries have been described in the 
past as core industries although I would think 
further selectivity may be called for. But these 
are only matters of definition. What is impor¬ 
tant is the concept If core industries arc really 
the engines of growth, it is es,sential that Oovcni- 
ment not only give industrial licences to those 
who arc in a position to implement them but also 
assure of other subsequent facilities which ex¬ 
pedite the implementation of these programmes. 

I have already referred to finance. May be im¬ 
port of certain critical goods, provision of electri¬ 
city which is in short supply, allocation of land, 
provision of railway sidings and so forth, should 
be made easy to see that the gestatii>n pcric.d of 
these industries is cut down to the minimum. 

What 1 am suggesting is almost a reversal of 
the approach followed by Government so far. 
Policies were aimed at regulating growth; they 
should now be made to promote rapid progress. 
Government have to assist; not merely control. 

We have to look at production as a co-opera- 
tivc endeavour among different parties involved. 
Management, Government, labour, shareholders 
are all involved in this national task and if each 
one fulfils its role according to the expectations, 
the results can be better than anywhere else in 
the world. It would be wrong to expect 
sympathy, let alone assistance, from the deve¬ 
loped countries. The new International Econo¬ 
mic Order, much professed by the developing 
countries has been totally neglected by the 
industrialised nations. This should be enough 
hint that in the international economy it is only 


national interest that matters. And it is ill 
perspective that we should all work. 

There is a special responsibility on lab^ 
which has often looked at problems in a nad^ 
perspective. The old notions about the explo^ 
and the exploited have almost reversed and, 
the powerful organisation at their command* ^ 
labour leaders have tended to pressurise indufb 
even against the national interest. I hope tti 
attitude will change and a more harmonidi 
industrial ethos will develop in our country. . ) 

Your Company has moved forward by taklt 
practical steps in the establishment of the ODiaSlf 
plant. This site has been chosen; land acqid^ 
(ion is in full swing. The Government hap 
cleared our import proposal and have issued d 
import licence. The important plant wiH 1 
supplied by Krupp Poly si us of West Germai 
and every effort will be made to keep to 
scheduled start up planned for early 1983. V 
are grateful to all agencies of Government f« 
their understanding and responsive action. 

As you Would have observed from the Din 
tors* Report, Mr. John K. John, one ofti 
seniormost Directors of your Company Jeft tl 
Board in September 1980 having retired fro 
active .service. Mr. John had been associah 
with your Company right from the stage wh< 
the feitiliscr project was conceived and he w 
actively involved in promoting your Compai 
along with (he U.S Promoters. His valtMt 
counsel and guidance in the deliberations of tl 
Board greatly helped your Company over t) 
years to grow to its present status. On bdu 
of all of you and my colleagues on the Boat 
I wish to convey our deep sense of gratitude 
him on this occasion. 

We welcome Dr. Easo John who has bo 
appointed on the Board in place of Mr. John 1 
John and arc sure your Company will be beneflti 
by his association. 

The only other change on the Board has bei 
the appointment of Mr. S.H. Paxton, a aenl 
executive of IMC stationed at Singapore, in pU 
of Mr. D R. Schmeltz, who resigned effecti' 
January 1, 19S1. We welcome Mr. Paxton to t 
Board. 

As always the Management has received 
high degree of co-operation from all employees 
the Company during the year which heJp^ St 
tain the stability of the Organisation. 

Thank you. 

Note: 

This does not purport 
to be a record of the 
proceedings of the Annual 
General Meeting 
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FINANCIAL HIGHUGHTS 






1980 

1979 

1978 

1977 

Sales and 

Lacs 





other Income 

Rs. 

4,956 

3,932 

3,426 

2,687 

Gross Profit 

Lacs 






Rs. 

702 

498 

403 

245 

% to Capital 

Employed 

(at the beginning) 

% 

19.24 

15.16 

12.72 

8.06 

Net earning 
per Equity 
Share 

Rs. 

7.36 

6.22 

5.00 

2.78 

Dividend per 
Equity Share 

Rs. 

2.00 

1.80 

1.50 

1.20 

Shareholders' 

Lacs 





Funds (Equity) 

Rs. 

1,953 

1,729 

1,543 

1,401 

1 Per Equity Share 





of Ten Rupees 

Rs. 

46.46 

41.14 

36.72 

33.34 


Ladies & Gentlemen 

I have groat pleasure in welcoming you all to the 42nd Annual General 
Meeting of your Company. You would have noticed from the DiraC' 
tors' Report and the Audited Accounts which have been in your hands 
for some time that the year 1980 was a year of further growth and 
progress for the Company. The Company's Sales and other income 
rose to R$ 49 56 crores from Rs. 39.32 crores last year, registering 
an increase of 26”o. The gross profit for the year touched an alLtime 
high of Rs. 7.02 crores. The directors have been pleased to recomm¬ 
end a higher dividend of 20? „ on the Equity Shares for the year. 

1. A DECADE OF PHENOMENAL GROWTH : 

The past decade is marked by multi’dimensional growth of your Com¬ 
pany. The Company is now producing different kinds of boards, 
various varieties of papers including specialities, coated papers, and 
dry cell batteries of number of sizes and types. The Company has now 
launched upon a project for the manufacture of Portland Cement, 
which will commence production by the end of 1982. The Company 
is now operating in three States, viz. Madhya Pradesh. Orissa and 
Rajasthan. 

The phenomenal growth of the Company in the last decade can be 
gauged from the following figures. Sales and other income rose from 
Rs. 8.55 crores in 1971 to Rs. 49.56 crores in 1980 representing 
nearly a six-fold increase. The gross profit during the same period 
increased from Rs. 1.91 crores in 1971 toRs. 7.02 crores in 1980. The 
Equity Shareholders' funds stand at Rs. 19.53 crores as compared to 
Rs. 6.68 crores ten years ago. 


2. PAPER & BOARD DIVISION : 

The production at Paper and Board Mills was well maintained at high 
levels despite number of constraints like power restrictions, railway 
movements, etc During the year, the first phase of expansion project 
at JK Paper Mills increasing the pulp production by 12,000 tonnes per 
annum and paper production by 5 000 tonnes per annum was com¬ 
pleted Further increase of capacity for manufacture of Straw Board 
from 6.000 tonnes to 7.350 tonnes and M.G Industrial Packaging and 
Base Papers from 5.500 tonnes to 7.600 tonnes at the Board Milts, 
Bhopal, IS under implementation and will be commissioned well 
within the current year. 

3. BATTERIES DIVISION : 

The production of JK Batteries during the year registered an increase 
of 48% and was 53 million numbers against 35 84 million numbers 
last year. This was despite highly competitive conditions prevotling in 
the domestic market. The exports also were significantlv higher at 
13.20 million numbers as against 5.21 million numbers last year. 
Further substantial repeat orders for exports have been received. The 
Company has undertaken a balancing and modornisatlon programme to 
augment the capacity of JK Batteries by 30 million cells per year. 
Besides, a Letter of Intent has also been received from the Govern¬ 
ment for manufacture of additional 60 million cells per annum. 

4. CEMENT PROJECT : 

The Company is setting up a Cement Project at Basantgarh. a back¬ 
ward area in the State of Rajasthan, for manufacture of 5 Inc tonnes 
per annum of Portland Cement. The cost of the said project is esti¬ 
mated at approximately Rs 36 crores. Very substantial progress has 
been made in implementation of this project and it is expected that 
the plant will be commissioned by end of 1982. 

Cement is at present being imported at a high cost of approximately 
Rs 800 per tonne. On this basis, this project would save foreign ex¬ 
change to the tune of Rs. 40 crores per year. 

5. RESEARCH & DEVELOPMENT : 

The Company has been laying great stress on Research \ Develop¬ 
ment in the field of Pulp and Paper Technology. Conscious of this 
need, the Company has made substantial contributions to the promo¬ 
tion of Pulp and Paper Research Institute at Jaykaypur. This Institute 
is a pioneer in the field of organised research in Pulp and Paper and 
has been approved by the Department of Science & Technology, 
Government of India. It has also bean recognised by the three Univer¬ 
sities as a centre for Ph D studies and approved as a testing laboratory 
by the Indian Standards Institution. In a short span of time, this Insti¬ 
tute has made significant achievements in several fields. The results 
of research are being disseminated for the benefit of Pulp and Paper 
Industry in general. 

At the Batteries Division also, constant R Bi D effort is undertaken. 
Largely due to our m-house developmental activity, we could succeed 
in producing for the first time in India, a metal-jacketed penlite cell. 
This product has gained acceptability in the market. 

6. PAPER INDUSTRY-AN OVERVIEW 

Almost every year I have been pointing out that new investment taking 
place in the Paper Industry is low and not commensurate with the 
growing demand of Paper. In the lest decade, only two large 
integrated paper units have been established. Whatever increase in 





the production capacity has come up has been through expansion of 
the existing integrated units or setting up of several small paper mills*- 
mainly with second hand machinery which do not make their own 
pulp. On the other hand the country has had to import substantial 
quantities of paper. In the year 1980, imports of over 50.000 tonnes 
at a cost of nearly Rs. 30 crores had to be resorted to. The Sixth Plan 
envisages establishment of new capacity to the extent of over 5 lac 
tonnes. This will only be possible if it is recognised that with the 
present cost of high investment and given the current paper prices, 
investment in integrated new paper and pulp units is not a viable 
proposition. 

I am glad that at long last, the Government has appreciated this posi* 
tion of the industry and by wav of a Notification issued in April 1981. 
has announced a decision to grant excise duty concession to the extent 
of 50% of the rates of excise duty leviable on writing and printing 
papers manufactured by new large integrated pulp and paper mills 
which commence or have already commenced clearance of such 
paper for the first time during the period 1st April, 1979 to 31st March, 
1984. This is a welcome step. This concession is available for an 
initial period of only five years nf production and is limited to 30% of 
the initial investment made on plant and machinery. Hence the incentive 
does not go far enough to make investment in the industry viable. The 
escalation in cost of projects in the last decade has been neariy300% 
and, therefore, the measure falls far short of the quantum needed to 
neutralise even partially the high investment cost. Moreover, since the 
scheme is limited to production starting by 31st March 1984, it is 
doubtful if this measure is of any practical utility to new investments 
in view of the long gestation period in the industry. While appreciat¬ 
ing this gesture of the Government, I urge that the matter needs a 
second look. 

On the subject of growth of the industry. I am also heartened to note 
that the Hon’bte Minister of Industry in his statement before the 
Parliament on 24th April, 1981 has accepted the need for moderni¬ 
sation of the existing units, which have been established in the past. 
In this context, I would request the Government to consider measures 
like soft loans, lower rate of import duty on replacement equipment, 
etc. 

7. SERVICE TO COMMUNITY 

As a measure of our social responsibility, wo have been serving the 
community around us to the best of our ability During the year under 
review, as most of you might be aware, the southern part of Orissa, in 
which our paper mills are located, was devastated by flash floods. 
This natural calamity not only took a heavy toll of human lives, but 
also left a trail of destruction in its wake. You all, I am sure, will be 
heartened to know that our paper mills took immediain steps to pro¬ 
vide succour and relief to the affected people. As a measure of reha¬ 


bilitating the peoDle rendered homeless, we took upon ourseNee the 
responsibility of building 101 houses in two villages. Besides this, a 
substantial cash donation was also made to the Chief Minister's 
Relief Fund by way of complementing the State's efforts m providing 
relief to the flood affected people. 

8. NATIONAL ECONOMIC SCENE 

The Indian economy registered marked improvement In 1980-81 over 
the previous year which was one of the worst in the last three decades, 
the GNP having declined by 5 percent. Overall agricultural production 
will be up by around 12 percent and industrial production around 4 
percent. There has been some spurt in industrial activity in the last six 
months as a result of improvement in power generation, coal produc* 
tion and wagon movement. The overall improvement in GNP will hence 
be in the range of 6.5 to 7 percent. In view of the sharp drop in GNP 
in the preceding year, per capita income over the last two years will 
still register a decline of 3 percent. 

Recent Government policy pronouncements indicate a welcome 
change in the direction of liberalisation of industrial licensing. How¬ 
ever in actual operation there are yet no signs of a more liberal 
end less regulatory administrative system emerging. Hence now 
industrial investments continue to be sluggish Fresh capital raised 
by the private corporate sector, including debentures, continue to be 
woefully low. being below Rs. 150 crnre<; per annum in the last few 
years, barely 1 percent of the total savings in the household sector. 

The balance of trade deficit has doubled to over Rs. 4500 crores due 
to a sharp spurt in imports over 35 percent while export growth wet 
under 10 percent. More than half of the increase in imp>ort8 was 
accounted for by crude oil and petroleum products and the bulk of the 
balance by fertilizers, steel, aluminium, cement, paper, mainly due to 
lower utilisation of capacity. The balance of payment position will 
continue to bo under pressure m the coming years Every endeavour 
hence, will have to bo made to vigorously stimulate export, conserve 
on energy usage and step up domestic production to reduce imports. 
The latter is particularly true of some major industries like cement, 
caustic soda, fertilizers, paper etc., where imports are taking place at 
two to three times of the domestic prices. The new investments in 
such sectors should be encouraged through adequate fiscal and mone¬ 
tary reliefs as well 0 $ realistic pricing policy Delays in implementation of 
the projects result m avoidable escalation of project cost as also avoid* 
able imports of such essential items. Hence it is imperative that 
nothing should be left undone to minimise such delays 

Before I conclude I would like to place on record my deep apprecia¬ 
tion of the hard work and co- operation of all the employees, staff and 
officers of the Company for the continuous growth of the Cornpqpy* 


(NOTE ; This does not purport to be a record of the proceedings of the Annual General Meeting) 
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Diintop India Chairman^s Speech at the Annual General Meeting 

Dunlop intensifies R&D efforts 



Mr. A. IV. G. MacIntyre 


The following are excerpts 
from the speech delivered by 
Mr. A. W.G. MacIntyre, Chairman, 
at the 55th Annual General Meeting 
of Dunlop India Limited, held on 
May 28, 1981 at Calcutta : 

We continue to suffer badly from 
electrical power shortages both at 
Sahaganj and Ambatiur. We arc 
presently operating five 1450 KVA 
generators at Sahaganj and three 
similar generators at Ambattur.Wc 
are expecting to install a further 
four generators in 1981/82. two at 
Sahaganj and two at Ambattur. 

The tyre industry operates in an 
over-capacity situation at present 
and this, naturally, leads to intense 
market competition. 1 firmly believe 
in a competitive market since this 
must be to the ultimate benefit of 
the consumer both in terms of 
quality and price. However, many 
of our raw materials suppliers 
operate in an under-capacity situa¬ 
tion, and. in some cases, as sole 
suppliers. This has the opposite 
elTect. The cost of indigenous 
natural rubber is now well above 
world prices and is also operating 
in a supply shortage situation. 
Government has authorised im¬ 
ports and these have been taking 
place, but even this cannot control 
the surging rise in local prices. 

Bs 7 crores spent on moderoi- 
•ation 

We have continued with our 
policy of modernisation and ex¬ 
pansion and you will see from the 
Accounts that the sum of R$ 7 
crores was spent in 1980. Some 
examples and results of this 
modernisation are the installation 
and commissioning of equipment 
to manufacture Dunlop Starflexall¬ 
synthetic rubber conveyor belting. 

The modernisation of the fan 
and vee belt manufacturing facili¬ 
ties is virtually completed with the 
installation of the new curing 
gystem during 1980/81. The mod¬ 


ernisation of these facilities takes 
into account the export opportu¬ 
nities (hat exist for fan and vee 
belts. 

Our plans for modernisation of 
the Hose manufacturing facilities 
have been finalised and orders for 
equipment are being placed. 

A new 35.000 lbs boiler was 
installed and commissioned at 
Sahaganj together with 53" Bag-O- 
Matic presses, to increase our 
capacity to manufacture Nylon 
(ruck tyres. 

Tax burden disproportionatel' 
high 

Unfortunately, the burden r. 
the tyre industry has been dispro 
portionately high. 60.5% excis. 
duty plus varying rates of sales ta; 
in different states leading to a totn' 
of about 80% over ex-fatiory basji 
price. Unfortunately, it is the cus 
tomer who has eventually to mce 
this burden but I must make thi 
point that your Company has i 
fund this duty element for a perio. 
of some three months since excis 
duty must be paid before the gooi' 
are cleared from the factory. In on 
case.around Rsl4 croresaretied n 
in this manner. Besides this, the tr 
burden on raw materials and otlu 
inputs has been increasing and ver 
recently notices have been served b 
the Excise authorities for subsiar. 
tial payments on in-process matt 
rials, thus treating in-process mau 
rial as a marketable commodity 
If such a demand is sustained, th. 
consumer would eventually have to 
bear the burden of a massive price 
increase which would be over20%. 
Various representations have beet 
made to the Government in thi 
respect and 1 am hopeful that thci. 
will be considered favourably. 

Moderoisation merits excis;: 
relief 

As an old-established Companx' 
which has supplied the needs of the 
country since its first factory wa* 
set up in 19.^6. it is in a stage whe:v 
large and continuous investment is 
necessary for modernisation of 
plant and equipment. In this process 
of modernisation, which indeed i> 
essential to protect our present 
levels of employment, we are plac¬ 
ed at a distinct disadvantage to our 
newer competitors who enjoy a 
subsidy from Government to the 
extent of 25% of duty paid. In 
natural logic, the large investment 
required for this modernisation, 
which does not produce substantial 
incremental output over the base 
year, should be given the benefit of 
fiscal relief to the same extent as 
applicable to a new factory. 

Significant role of R & D 
tai»ty«ar 1 dwelt at some length 


on our R&D efforts and I am glad 
to state that achievements met 
expectations. In the Industrial Pro¬ 
ducts field we have been able to 
introduce all-synthetic rubber con¬ 
veyor belting to international stan¬ 
dards. 

We participated in the moderni¬ 
sation plans of the coal industry b\ 
developing higher strength PV( 
conveyor belting, permitting iongc 
hauls in underground mines. 

Improvements in the Industria 
Products we manufacture foi 
power transmission continued an' 
fan and vee belts, in particular, r 
giving higher performance. 

We have had a number of di 
cussions with the design personne 
:if Indian Railways regarding con 
version from the existing conven 
iionalsteel spring suspensions to 
I'ubber-to-metal bonded suspen 
ions, as a part of your Company^ 
mg term development plans 
New tyres, including those foi 
pecialised application, in the truck 
Factor, car. AOV and cycle range 
save been developed to meet the 
;rowing market demand and have 
^ceived wide acceptance. New 
iesigns for tyres to reduce energy 
iputs and to give greater fuel eco- 
'.omy are also under development. 
We have introduced the latest 
lethods of tread application on 
)TR tyres which allow considera- 
le flexibility and supply the best 
read compound for any particulai 
iperation. 

We continue to develop aircraft 
lyres to meet the increasing tech¬ 
nological demands of the Defence 
forces and civil airlines. We arc 
proud of the role we have played 
in all aspects of Defence require¬ 
ments and we will continue to give 
maximum attention to these needs 

DudIop Tyre Service Centre 

Dunlop is the first tyre company 
to introduce after-sales service at 
the consumer's point of purchase, 
and Tyre Service Centres are stren¬ 
gthening the market distribution 
system. Such Centres have been 
established for truck and passenger 
tyres in the principal metropolitan 
cities and will shortly be operating 
in other parts of the country as 
well. Tyre Service Centres for agri¬ 
cultural tyres are also in operation. 

Exports 

Your Company has been consis¬ 
tently export conscious and the 
performance during 1980 is the 
highest ever achieved. The odds 
against successful exponsare heavy. 
There is an over-capacity situation 
in the international market and a 
large number of tyre plants have 
been closed in the last few years, 
particularly in the USA and in 
Europe. The prices which we pay 


for raw materials are considerably 
more than is the case in nearly all 
major exporting countries. Freight 
rates from Indian ports to the USA 
and Europe are double those from 
Far Eastern countries to the same 
market, and soft loans to finance 
credit arrangements are difficult to 
obtain. In the circumstances, the 
export operation becomes unremu* 
Herat iVC and 1 hope some real 
incentives can be provided to the 
manufacturers, including removal 
if procedural bottlenecks, to boost 
xports. 

/oductivity 

We have seen that increased pro- 
Juctivity of capital and human re* 
:»ourccs has been the foundation of 
success of many developing coun¬ 
tries. The strategy of economic 
growth consistent with higher pro¬ 
ductivity resulted in increasing 
employment opportunity and a 
;rowing share of income to a grcal- 
.:r number of people. 

In the lndiancontext.it hasbeen 
&aid that since the labour cost is 
relatively cheap there is no need for 
improved productivity. This I feel 
is a major error. In order to com¬ 
pete successfully in the world mar¬ 
ket, which is inevitable in today's 
international situation, we must 
obtain greater productivity. Intro¬ 
duction of new technology and 
modernisation of equipment will to 
a large extent increase cfflciency 
but unless this is accompanied by 
an equal improvement in labour 
productivity, the benefit of such 
new investment will not be realised. 

Prospects In 1981 

The year commenced on a pro¬ 
mising note, with increased activity 
in tyre marketing. However, mar¬ 
gins are still depressed due to the 
inflationary spiral in raw materials. 
Until such time as these prices 
achieve stability and our Company 
can operate without power supply 
restraints, the position will remain 
difficult. The prospects for our 
Industrial Products continue to be 
favourable. 

In general, I am optimistic that 
we will see an improved perfor¬ 
mance in 1981 and we shall cert¬ 
ainly strive wholeheartedly to 
ensure that this is so. My associa¬ 
tion with your Company gives mo 
the confidence to say thatthiseffort 
will not be found wanting. 

Note: This does not purport to be a 
record the proceedings of the 
Annual General Meeting. 
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STATE OF THE 
ECONOMY 


Wheat Procurement 

Wheat procurement till June 
1981 has crossed 5.8 mil- 
tonnes mark. The day’s 
licrease on June 8 was 
100,930 tonnes, taking the 
progressive total to 58,12,337 
tonnes. That total procurement 
for the whole of last year 
was 58 lakh tonnes. Punjab 
has procured 35.5 lakh 
tounes, Uttar Pradesh 10.87 
lakhs tonnes and Haryana 
10.54 lakh tonnes. The pro¬ 
curement in Madhya Pradesh 
totals 1.06 lakh tonnes. 


Jena Raksha Policy 
by Lie 

Life Insurance Corporal ion 
of India (LIC) has introduced 
a now, “life policy” called 
Jana Raksha, which will be 
a boon for forgetful rural 
people and those who might 
be in no position to pay 
premium for even three years 
at a stretch because of vaga¬ 
ries of weather. 


After a holder of Jana 
Raksha policy has paid pre¬ 
mium for the first two years, 
the policy will remain in full 
force for life and will not 
li^se even if the premium is 
not paid for three consecutive 
years. It has been planned 
specially for the rural popu¬ 
lation whose incomes are link¬ 
ed with weather. Of course, 
it is available to urbanites 
too. 


A special feature of this 
life cover is that no medical 
examination is needed for it. 
It is available to all men in 
the 18-40 age group for a 
cover of Rs 1,000 to Rs 5,000 
for terms cf 10, 12 and 15 
^years. Loan and surjrender 
Menefits for this policy are the 
same as under endowment 
policies with-profit plan. 


poliey is with a do* 



creasing lien whereby if death 
occurs within the first six 
months of the commencement 
of the policy, the amount 
payable is reduced by 50 per 
cent of the sum assured and 
in the event of death within 
the next six months, the 
amount payable will be reduc¬ 
ed by 25 per cent of the sum 
assured. This lien will not 
operate after the first year. 

It is a with-profits policy 
and is entitled to bonus at the 
same rate as an endowment 
with-profits policy. The pre¬ 
mium rates and benefits under 
this policy are also the same 
as that of the endowment 
assurance with-profits policy, 
where payment is due on 
maturity or on death, if it 
takes place prior to the date 
of maturity. 

Transfer of Agricultural 
Technology 

Various measures for trans¬ 
fer of appropriate technology 
with emphasis on low cost 
inputs were decided upon at 
a regional workshop on re¬ 
organised agricultural ex¬ 
tension system, held recently 
at Mysore. The 3-day seminar 
recommended more effective 
linkage between research and 
extension through coordi¬ 
nation between university re¬ 
source personnel and State 
level officers. Optimum 
ploitation of the land and 
agro-climatic resources of the 
farmer through intensive crop¬ 
ping systems was also decided 
upon. 

Karnataka, Kerala, Madhya 
Pradesh, Tamil Nadu, Gujarat 
and Bihar were the States 
that participated in the work¬ 
shop. Among those who 
took part in the deliberations 
wore Dr D. Benor, Agricul¬ 
tural Extension Consultant 
from the World Bank, Dr R. 
Dwarkanath, Vice-Chancellor, 


Karnataka Agricultural Uni¬ 
versity, Mr H.C. Sood, Addi¬ 
tional Secretary (Crops) and 
Mr G.V. Visnwanath, Sec¬ 
retary, Agriculture. A re¬ 
organised agricultural exten¬ 
sion system under “Training 
and Visit” approach is new 
under operation in 12 major 
States in the country with 
World Bank assistance. The 
system aims at transfer of 
knowledge available at the 
agricultural research stations 
to the field through an effective 
time-bound management sys¬ 
tem. The system ensures pro- 
fessionalisation of extension 
service at all levels through 
a fixed programme of training 
as well as visits to the far¬ 
mers’ fields, regularly every 
fortnight, by the base level 
extension functionaries. 

Hotel Expertise 
for Zimbabwe 

Zimbabwe has approached 
India for setting up a chain 
of Ashok Group style of hotels 
and development of tourism 
infrastructure in that country. 
The Zimbabwe Minister for 
Information and Tourism, 
H.E. Dr Nathan Shamuyarira, 
who as leader of a high-power 
delegation, is at present as¬ 
sessing the Indian expertise 
in :hese fields, discussed his 
country’s requirements at a 
meeting recently with Mr 
A.P. Sharma, Minister for 
Tourism and Civil Aviation. 
Mr Chandulal Chandrakar, 
Minister of Stale and Dr B. 
Vonkataraman, Secretary, 
Ministry of Tourism and Civil 
Aviation were also present 
during the talks. 

The Zimbabwe Minister 
apprised Mr Sharma of the 
fast growing tourist traffic to 
his newly-b<)rn country. In 
the current year about 200,000 
tourists were expected to visit 
Zimbabwe and the traffic was 
likely to increase to 600,(X)0 
by 1986. For this big traffic 
his country required the neces¬ 
sary tourism irfrastructure. 
Dr Nathan said that two pri¬ 
vate hotel groups have already 
approached his Government 
for setting up hotels in 
Zimbabwe. But he made it 
clear that his Government 


would like to enter M 
laboration with the Itmn 
Government not only 
constructing five-star hottra 
on the style of Ashok Omi{| 
of Hotels but also for 
ing personnel to manage 
run these hotels. When >1^ 
Sharma offered to do 
Dr Nathan expressed his cocll^ 
try’s keen desire to concretMN 
the joint venture propoSah 
as early as possible. 

NBO Seminar 
for African Builders 

A workshop on Develop 
ment of Building Materials n 
Construction Industry for tB 
experts from African countrie 
was organised by tb 
National Building Organisatid 
from June 8 to 12, 198 
at Delhi. Apart from tB 
experts from NBO. special!^ 
from CBRJ, Cement Reseaic) 
Institute, Forest Research iQ 
stitutc and construction ageii 
cics presented key-note paper 
at the workshop. 

A 15-mcmbcr African cx 
pert team including 3 offi 
cials of United Nations EcO 
nomic Commission for Afrip^ 
had arrived inindia on AprJ 
30, 1981 for eight weelo 

study tour-cum-workshop tc 
get acquainted with the locdi 
building materials and low- 
cost housing technology iii 
India sponsored by UniM 
Nations Economic Commis¬ 
sion for Africa. The experts 
are from 11 countries le- 
presenting various regions <tf 
The main objectivet 
of the collaboration with thp 
UNECA and India is to pro«i 
mote new building materials id 
construction industry’s devd^ 
lopment in Africa. The Africdfl 
team consisting of civil eod^i 
ncers, architects, planners, ro«i 
search scientists and building 
material specialists vist^ 
N BO’s demon stration-cum^ 

plant for production 
of hydrated lime and clay po® 
TOlona at Delhi; Hindustan 
Prefabricated Ltd for bricla 
and tiles plant at Delhi 
and Madras; Line and 
Pozzolona industries a 
Debra Dun and Sataal 
Mini Cement Plant a 
Dalmiapuram; Stoneware Tilei 
at Bangalore; Cellular Con* 

i' 




I ^te and AsphauUic Roofing 
!' Tiles at Madras, the Central 
Building Research Institute at 
; Jtoorkee, the Cement Re- 
(•^^arch Institute at Delhi, the 
t Plywood Research Institute at 
I; ifongalore and the Forest Re- 
I tearch Institute at Dehra Dun. 

I‘ 

>/Tnde Fair Authority 

If - 

Hong Kong 

Hong Kong Fair was a 

• Wg attraction for the common 
visitors and the businessmen 

' alike. A gorgeous show of 
' textiles and garnrients in multi¬ 
colour and designs were on 
^ display at an exclusive four- 
day Indian Textiles and 
. Garments Exhibition in Hong 
Kong. The exhibition was 
organised by the Trade Fair 
Authority of India (TFAl). 

The exhibition was inau¬ 
gurated by the Chairman, 
TFAI. Mr Mohammad Yunus, 
which was well attended by 
numerous local dignitaries, led 
by the Acting Chief Secre¬ 
tary, Mr Denis Bray. Also 
: present were Mr C.V. Ranga- 
nathan, Indian High Com- 
, jnissioner to Hong Kong, 

, members of diplomatic corps, 

, manufacturers and exporters of 
^ fabrics and garments. 

The opening ceremony was 

• followed by a fashion show 
;; by leading local models at 

which a wide range of items 
: from casual wear to high 
..fashion were displayed. Over 
r 100 garments of latest designs 
were modelled in an hour’s 
jv^ihow. The show which was 
tJjrepeated the following day to 
oven larger crowd, was 
irioDordinaled on the Indian side 
!^-by the Editor of ‘Femina’, 
vMrs Vimla Patil. 

I' The exhibition was sponsor- 
1'. od with a view to enhancing 
ri,-Exports of Indian textiles and 
> garments to Hong Kong and 

• It® neighbouring region. The 
; vigorous drive to establish a 
iVbase in the highly competi- 
;;|-^ive and lucrative market 

iuround Hong Kong was under- 
\^wken. since the British 
tfj^ony is the fulcrum of a 
J-rWOrlclwide network of trading 
-jAlinks. The strategy behind 
promotional efforts is to 
a grea ter market share 
sin-' 


S. No 
1 


Government of India j 
(Ministry of Works and Housing) 
Department of Publications 
Civil Lines. Delhi-110054 

LIST OF NEW ARRIVALS ■ APRIL 1981 

Title 


Price 


Public Enterprises Survey 1979-80 Vol I. (Print 1981). 

PFD. 197 80(I)(E) 

Bulletin on Commercial Crops Statistics 1976-77 to 
1978-79. {Print 1981) PDES 203(1976-79) 

Directory of Testing Facilities in India 1980 (Print 1981). 

PN CST. 27 (Combined Volume). 

Civil List of the Indian Forest Service as on the 1st January 
1980. (Print 1981). POP. 18 80 

Records of the Geological Survey of India-Volume 112. 

Part 6 (Print 1980). PGSI 117 

Combined Finance and Revenue Accounts of the Union 
end State Goverrvments in India for the year 1976-77. 

(Print 1981). PAG. 13.77 

Rashtnya Pancheng. Saka Era 1903 (1981-82 A.O.). 

(i) Hindi Version. (Print 1981) PDGO. 70 1903 

(ii) English Version. (Print 1981) PDGO 70. 1903 
Report of the Committee to Review the Working of LIC 
(September 1980). (Print 1981). PSI. 7 

Report of the Commissioner for Scheduled Caste and 
Scheduled Tribes (Twenty sixth Report) 1978-79 Part I. 

(Print 1980). PHD. 66 78-79 (I). 

Report of the Commissioner for Scheduled Caste and 
Scheduled Tribes (Twenty Sixth Report) 1978-79 Part II. 

(Appendices (Print 1980). PHD 66 78-79 (II). 

Recommendations of the Tribunals for Working Journalists 
and Non-Journalists Nows Paper Employees (12th August 
1980). (Print 1981). PDL. 609 

Census of India 1971. Series 3 Assam. PT-II-B. Economics 
Tables (Print 1978). PRG. 4 71 (Assam) (N). 

^ 1979-80 (f!F7 1981) 

PFD. 178 79-80 (I) (H) 

suit (ftifs 1981) 

PFD. 488. 

Prafft iftfei *rs5r-i98i-iTrs 1982 (Fa?z i 98 i) 

PCCIE. 4 81-82 

sftsir) mn-i (fttis 1979) 

PSD. 28 Rs. 

Monthly Abstract of Statistics. Rs. 

per copy. 

Annual Subscription Rs. 300/- 
(*) These publications are not yet released for sate for want of instructions 
from the Sponsoring Departments. 

all your requirements of Governlriont Publications released by various 
Ministries/Departments of the Government of India, the Periodicals and 
Gazette of India (ell Parts) Please contact any of our soles Depot/counters or 
book your orders and address enquiries to the undersigned. 

i) Kitab Mahal. Baba Kharak Singh Marg. State Emporia 
Unit No. 21. New Delhi. 


2 . 


4. 


5. 


7. 


8 . 


9. 


10 . 


11 . 


12. 

13. 


14. 


16. 


16. 


17. 


For 


Rs 91.25 


Rs. 67.85 
Rs. 45.00 
Rs. 60.50 
Rs. 13.65 


Rs. 25.00 

Rs. 2.00 
Rs. 2.00 

Rs. 51.50 
Rs. 20.00 

Rs. 12.00 

Rs. 11.50 
Rs. 16.90 

Rs. 91.25 
Rs. 33.70 
Rs. 16.00 


40.00 
25 00 


ii) Book Depot. 8 K S. Roy Road. Calcutta, 
ill) Sales Counter Udyog Bhavan, Gate No. 13. New Delhi 
Iv) Sale Counter. U P S.C. Dholpur House. New Delhi, 
v) Sale Counter Headquarters, Civil Linos, Delhi-110054 


Tel. No 
Tel. No. 
Tel. No 
Tel. No. 


343708 

233813 

372082 

83991 


Tel. No. 227821-26 
227800. 

These Publications can also be had from our authorised agents and sale and 
Return Agents (including State Governments) all over the country and abroad. 

AMRIK SINGH 
Controller of Publications 

davp 81/84 




' ".' '■■' „ V t '. Y' 

for India by providing ^impses 
of the variety, quality and 
l^e ccmpetitiveness of Indian 
textiles. 

Business worth Rs 3.75 
crores was generated till the 
close of the exhibition. This 
included on the spot business 
transactions worth Rs 77 lakhs 
and Rs 2.98 crores worth 
under active negotiations. A 
large number of trade en¬ 
quiries were made of which 
about 200 arc expected to 
result in substantial business. 
•Buyers from many other coun- 
B|||es such as the USA, the UK, 
Trance, Australia, Germany, 
Japan, UAE, Morway, Holland 
and Africa placed orders for 
Indian textiles. 


Itniiia Cf^Alf) at Jfeddab. The 
purpose of the exhibition was 
to improve the awareness of 
the Saudi industrial circles 
about the wide range of pro¬ 
ducts and services available 
in India for larger economic 
cooperation. 

CAPEXIL Export 
Targot 

The Chemicals and Allied 
Product? Export Promotion 
Council (CAPEXIL), which 
achieved a provisionally esti¬ 
mated export level of Rs J73 
crore in 1980-81, has set its 
sights higher with a target 
of Rs 245 crores for the cur¬ 
rent fiscal year. 


Singapore 

Tt may be added that “India 
*81’*, an exclusive Indian 
Trade Exhibition organised 
from March 27 to April 5, 
1981 by the Trade Fair Autho¬ 
rity of India at the exhibition 
complex of the World Trade 
Centre in Singapore was also 
Id^ig success. The exhibition 
was inaugurqted by Mr 
Mohammad Yunus, Chair¬ 
man, Trade Fair Authority of 
India created a “new image” 
of India and opened up new 
vistas and potential markets 
to India. At the Fair, busi¬ 
ness to the tune of Rs 3.6 
crores was generated till the 
close of the exhibition and 
over 550 trade enquiries 
valued at Rs 13.5 crores were 
also received which are now 
being processed as a business 
follow up. 

The main objective of orga¬ 
nizing Indian Trade Exhibi- 
Pbn at Singapore was to ex¬ 
pand, consolidate and diver¬ 
sify India’s trade, economic 
relations and transfer of tech¬ 
nology with Singapore and 
other members of the ASEAN 
region. 

Jeddah 

A ten day long Indian Trade 
Exhibition held at Jeddah, 
Saudi Arabia, from March 24 
to April 2, 1981 too was a 
big success both in drawing 
larg;e crowds and attracting 
businessmen. It was an ex- 
Nlusive and the largest Indian 
Trade Exhibition organised by 
the Trade Fair Authority of 


According to Mr V.P. Gupta, 
Chairman CAPEXIL, in¬ 
dustries within the purview of 
the council have encouraging 
export potential. In fixing 
the 198J-82 target at Rs 245 
crore, CAPEX I Lhas proceeded 
on premise that there will be 
considerable improvement in 
infrastructural facilities, parti¬ 
cularly in the power, fuel 
and transport sectors. More¬ 
over, a definite pick-up in 
India’s overall trade with the 
Soviet Union, Iran and Iraq 
is expected in this fiscal. 
Another consideration that 
has weighted with the council 
is the £stinct possibility of 
a trade accord with Pakistan 
which is an important im¬ 
porter of Several items like 
glass bottles, flat glass, sani¬ 
taryware, tyres, rubber belt¬ 
ings, other rubber-based items, 
paper and paper products and 
Indian publications. Yet an¬ 
other expectation is that in¬ 
dustries manufacturing flat 
glass, rubber hoses and belt¬ 
ings, industrial moulded rubber 
products, glazed tiles, insula¬ 
tors, graphite products and 
processed wood items will be 
able to generate larger ex¬ 
portable surpluses in the cur¬ 
rent fiscal year. 

The export efforts of the 
industries covered by the coun¬ 
cil would be aided if, as the 
Vice-Chairman, Mr R.K. Jain 
and Secretary Mr P.K. Jana, 
put it, the difficulties arising 
from shortage and high prices 
of natural rubber were re¬ 
moved. Three of CAPEXIL’s 
panels—auto tyres and tubes, 


rubber and canvas foofweSt 
and miscellaneous rubber pro¬ 
ducts—are critically dependent 
upon natural rubber, which is 
their principal input. They 
suggested extension of letter 
of authority facility to trade 
for duty-free import of raw 
rubber needed for export pro¬ 
duction as inadequate imports 
by STC has led to this 
tight market situation. The 
domestic price of rubber has 
shot up to Rs 16 a kg against 
the international price of 
rupees eight-nine a kg and 
Malaysia as also of Sri 
Lanka’s price of about rupees 
five a kg. This wide disparity 
had eroded the competitive 
position of Indian exporters. 

Exports of Meat 

The Government of India 
has decided to allow with 
inmtediate effect the export of 
meat of Indian goal including 
heart, liver, lungs, brain, 
tongue, kidneys and other 
organs, which has been ban¬ 
ned so far, within a limited 
monthly ceiling at the mini¬ 
mum export price of Rs 16 
per kg f.o.b. The allocation 
of ceiling to exporters will 
be done on first-come, first- 
served basis by the Fresh 
Meat and Live Stocks Ex¬ 
porters’ Association, Bombay 
and by the Gujarat Slate 
Export Corporation Ltd, 
Ahmedabad. Government has 
issued specific guidelines to 
ensure that export of goal 
meat does not affect its avail¬ 
ability in the domestic market. 
Accordingly, the purchases of 
live goat for purposes of 
slaughtering from the metro¬ 
politan mandis will be permit¬ 
ted only after goat for do¬ 
mestic requirements have been 
purchased. 

Maharashtra Irrigation 
Project 

Nandur-Madhmeshwar irri¬ 
gation project of Maharashtra, 
estimated to cost Rs 72.66 
crores, has been approved by 
the Planning Commission. The 
project envisages construction 
of three new storages up¬ 
stream of the existing Darna 
reservoir and one storage on 
the left bank tributary of 


bama Joifilii* tt riAw 
kilometres downstream of tlie|' 
existing Darna dam. 
construction will include 
new weir immediately dowil-»^'| 
stream of the existing 
and a new lined canal ofi| 
the left bank. 

When completed, the pro-t; 
ject will provide annual irri-| 
gallon to 43,860 hectares 
Kopargaon taluka of Ahmed-if. 
nagar district and Vaijaipui?'^; 
and Gangapur lalukas ol^v' 
Aurangabad district. Dirocti' 
annual irrigation has also been^^ 
proposed to an extent of ]262{' 
hectares from one of the danu^i 
in the tribal area of NasiK;' 
district of the State, 
total additional annual 
gation under the new pro^ 
jeet is estimated at 45,122 
hectares. 

Chambers-Macmillaii : 
Join Forces 

Two famous publishing com¬ 
panies Macmillan India an4 
Chambers of Britain- hayM 
joined forces to publish 
India three new English 
dictionaries specially gear^ tCr 
the Indian market. The first 
dictionary, called the “Uni¬ 
versal Learners Dictionary*’*’ 
is so simple to follow that 
students can use it by them^ 
selves, without the help of it. 
teacher. It has 54,000 ex-; 
mnplcs of English usage, yet. 
its price is only Rs 40, 

The second dictionary, 
is called the “Compact' 
Dictionary”. This is an in- '^ 
dispensable ready reference for 
all, especially office workertf, 
and costs only Rs 30. Finally: , 
there is the pocket-size “Mini i 
Dictionary” which costs only, 
Rs 10 but has 640 pages 
packed with information. AU: 
these books arc now avait< 
able. 

The Chambers/Macmillail - 
partnership is not juit 
a reprint agreement. It is a 
genuine collaboration to pnv 
duce new dictionaries to meet 
India’s day-to-day needs. As 
Macmillan’s President, Mr. 
Sharad Wasani, says: “Not j 
only are we playing a great | 
part in improving the level i 
of education in India, but I 
in the field of book produc- j 
tion we are using the most | 
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setting, and now rank as one 
of the largest film-setters in 
•*tlie world,” And as Mr Ian 
Gould, Managing Director of 
Chambers, says: “We were 
eager to form a genuine part¬ 
nership with a leading for¬ 
ward-looking publisher with 
whom we could work closely 
to meet the needs of the 
market. And who better than 
Macmillan India?” 

Import of Equino 
Spocios 

^ The Government of India 
has prohibited the import of 
the equine species of animals 
from the DK, Ireland, France, 
the USA, Australia, Federal 
Republic of Germany, Belgium 
and Japan for three months 
from May 27. However, 
colls and fillies uplo four 
years of age which have never 
been mated and not been in 
contact with the breeding 
slock, have been exempted. 

The import of the exempted 
^wo categories of species will 
rbe subject to certain condi¬ 
tions. One of them is that in 
addition to the health require¬ 
ments specified under the Live¬ 
stock Importation Act 1898, 
the young cquincs arc accom¬ 
panied by a veterinary health 
certificate from an authorised 
veterinarian that the animals 
have not been in contact with 
the breeding stock during the 
last one year and that the 
swabs collected froro, prepuce 
and urelhra/vagina and cervix 
of these animals were found 
negative for pathogenic micro¬ 
organisms specifically haenio- 
philus equigenetalis, by stan- 
►dard cultural and serological 
methods, on three consecutive 
testing within 20 days of 
embarkation for export. 

Geological Survey 

The tempo of activities of 
the Geological Survey of India 
is proposed to be intensified 
by augmenting the inputs 
during 1981-82. In the field 
of systematic geological map¬ 
ping, the target area is propos¬ 
ed to be increased by 18 per 
cent. In the realm of regional 
mineral assessment, the dril- 
iHing activity is expected to 
be increased by 12 per cent. 
For these activities as also 


tot 67(tdasion of the multi¬ 
disciplinary activities in emerg¬ 
ing areas of environmental 
investigation, off-shore mineral 
investigation and aerial sur¬ 
vey, on outlay of Rs 12 crores 
has been earmarked. During 
the year, aeromagnetic surveys 
will be carried out for sur>cy 
of the Narmada-Son linca- 
raent. These would be ex¬ 
tended to parts of Kerala, 
Tamil Nadu, Karnataka, 
Andhra Pradesh. Aero- 
electronuignctic survey will be 
carried out in Rajasthan and 
600 anoraaly intercepts will 
be checked in Rajasthan-Guja- 
rat area. 

Loan for ONGC 

India has secured another 
Lurodollar loan for the Oil 
and Natural Gas Commis¬ 
sion (ONGC). An agreement 
was signed recently by senior 
Indian officials and represen¬ 
tatives of lending banks to 
provide foi a loan of % 2(X) 
million. The loan is being 
syndicated by three leading 
banks Manufacturers Han¬ 
over Trust, Bank of Tokyo 
and the State Bank of India. 
Among the signatories to the 
agreement was the Chairman 
of the ONGC, Mr Vcnii- 
gopal. The loan is not for 
any specific project but a 
general purposes loan. 

Hindustan Insecticides 

Hindustan Insecticides Ltd 
(HIL) has declared a divi¬ 
dend of Rs 15.31 lakh. A 
cheque towards the dividend 
was presented to Mr P.C. 
Sethi, Union Minister of 
Petroleum, C'hemicals and 
Fertislisers by the company’s 
Chairman and Managing Dire¬ 
ctor, Dr Ram S. Hainsagar 
recently. 

With this payment, HIL's 
total dividend payment to the 
Government amounts to Rs 
168.31 lakh. 

Names in the News 

MrK. GopalakrtshDan until 
recently Chief Regional 
Manager, State Bank of India, 
Shillong, has taken over as 
General Manager cf the Ex¬ 
port Credit and Guarantee 
Corporation from. Mr U. K. 
Sarma. He is on deputation 
from the State Bank of India. 
Mr Sarma will be going back to 


the Reserve Bank of India on 
his pfoifiotion as Chief Officer. 
Mr Gopalkrishan was formerly 
Chief Manager (Credit) at 
Calcutta and earlier Manager 
(Commercial and Institutional 
Banking) Madras and Regional 
Manager, Madras. 

Mr Bhagwan S. Gidwani, 
former Director General of 


the Civil Aviatiem ^ MlttS 
has been afi^intett ns 
Director of the Legal Btilim 
of the International Civil Allf 
at ion Organisation (ICAlBII 
which is the specialised 
of the United Nations, linlll 
recently he was the representa-^ 
live of India on the Coun^i 
of ICAO. 
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la Jute 

LA Jinn has reported a 
Iback in its working for I lie 
ended March 31, I9HI, 
ie primarily to all-round 
M escalations with prices 
'gaining depressed. 

,%he Directors have recom- 
' jmded a 10 per cent dividend 
the year (II per cent in 
previous year). The grtiss 
has declined by 29 ]ver 
Jjtit to Rs 82K.05 lakhs, al- 
»ugh sales have increased 
,.j 1.8 per cent. The net profit 
4s declined from 3.1 ]‘cr cent 
’ 1.7 per cent of the tiirn- 
^or. Depreciation, invest- 
Wl allowance reserve and 
; Xation have been provided 
k 415,71 lakhs, Rs 146.38 
,;|khs and Rs 100 lakhs, res- 
,Actively. The net profit 
;i^nds at Rs 165.9() lakhs, a 
iyclinc of 54 per cent from 
prcN ions year's. 

1 

.jSptikcsnien of the company 
•$ve told newsmen lhai the 
i:Tnings of ihe iute mills 
■'Visions have declined sharply 
i'^ringthc year and that unless 
i^ierc is a general revival of 
[imand or l(>ng-lerni rcr.^ali- 
j|.measures by ilic Govern- 
Ant, the viability of the jute 
'|du8try may be further afl'cct- 
4 during the current year. 


;j^Similarly, the continuing 
vjocrastination over the re¬ 
gion of the retention prices 
jr cement plus , the short- 
Ipply of coal and power 
is rendered cement produc- 
uneconomic. While, the 
npany is continuing its cx- 
asion programnf.es, it can 
said that no new cement 
at will be set up in the 
untry under the existing cir¬ 


cumstances, nor there will be 
fresh expansion programmes. 

Shree Bhawani Paper Mills 

Shree Bhawani Paper Mills 
is entering the capital market 
shortly for raising Rs 1.16 
crores in 11.60 lakhs equity 
shares of Rs 10 each at par. 

Promoted by two profes¬ 
sionals in partnersiiip with the 
UP Slate Jnduslrial Develop¬ 
ment Corporation (UPSTDC) 
and Pradeshiya Industrial and 
Investment Corporation ol 
UP (PICUP), the comnany is 
establishing an irtegrated 
paper and pulp plant at Rac 
Bareli, a notified backward 
area in UP for the manu¬ 
facture of 8,9(K) tonnes of 
writing, printing and wrap¬ 
ping papers. The entire plant 
and machinery is being indi¬ 
genously procured fn m re¬ 
puted suppliers. 1'hc plant is 
baseil on agricullural residues 
like wheat and rice straw as 
the main sources of raw mate¬ 
rial which arc available in 
plenty aivund the project site. 

Land has been taken pos¬ 
session of and construction of 
the factory building is in prog¬ 
ress. Most of the equipment 
is expected to be at the site 
by December next. The pulp 
mill is scheduled to go into 
pn>duction by April nc.d and 
the pai>er plan! by .Tuly 19X2. 

The project cost of rupees six 
crores is to he financed by 
share capital <4' rupees two 
crores and term loans including 
cash subsidy of rupees fc.ur 
crores. The promoters have 
taken up equity shares worth 
Rs 55. lakhs, UPSIDC Rs 19 
lakhs, PICUP Rs ID lakhs and 
the balance of Rs 116 lakhs is 


to be offered for public subs¬ 
cription shortly. 

Siitronics (India) 

Siltronics (India), a com¬ 
pany promoted by Grindwell 
Norton Ltd, will enter the 
capital market on July I with 
a public issue of 720,000 
equity shares of Rs lO each 
at par. The proceeds of the 
issue will be utilised for financ¬ 
ing partly the company’s 
Rs 304-crores project being 
set up at Hosur, an industrially 
backward area in Tam.il Nadu, 
for manufiicturing, for the first 
time in India on a commercial 
scale. Ultra Pure Silicon (UPS) 
wafers, which are used in the 
manufacture of semi-conduc¬ 
tor devices by the eleidronics 
industry. 

According to Mr H.C. 
Patel, Managing Director, the 
company will initially set up 
fiicilities for the raaiiufacturc 
<T 1.50 lakhs UPS wafers of 
fOmju, diameter per annum. 
Later, it proposes to integ¬ 
rate ils operations by under¬ 
taking the manufacture of poly 
crystalline silicon rods. It has 
entered into a technical col¬ 
laboration agreement with 
Siltec Corporation of USA 
for UPS wafers and with HT 
Equipment APS, Denmark, an 
associate company of Holder 
Topsoe of Denmark, for the 
manufacture of poly crystal¬ 
line silicon. Th. main plant 
and machinery will be inifort- 
ed from Siltec, USA and HT 
Equipment, APS Denmark. 

Commercial production is 
expected to start by July 1982. 
According to Mr Patel, no 
overrun in project cost is ex¬ 
pected. In the first year, the 
company hoj'ios to achieve 
about 50 per cent of the in¬ 
stalled capacity with a turnover 
exceeding rupees one crore. 
The breakeven point is 48 per 
cent. 

Modi Spinning 

Modi Spinning and Weav¬ 
ing Mills is Issuing 16,27,022 
rights equity shares of Rs 10 
each at par in the ratio cf 
one equity share for every 
two held by Ihe existing share¬ 
holders to meet the additional 
working capital requirement. 

The company’s turnover has 


increased from Rs 50.40 crores 
in 1976 to Rs 66.41 crores 
last year. The shareholder’s 
reserves have gone up from 
Rs 4.52 crores to Rs 6.72 
crores, the gross block from 
Rs 18.46 crores to Rs 28 
crores and each equity share 
worth of Rs 10 each from 
Rs 23.91 to Rs 30.68. 

During the last two years, 
the company has not fared 
well following the severe 
labour trouble due to the 
inter-union rivalry. But, now 
the labour situation is be¬ 
coming normal and with that, i 
the production and profitabi¬ 
lity will improve. 

I'hc book value of the share 
as per the latest available 
balance sheet is Rs 30.68. 
Even after taking into account 
the loss for the year ended 
April, 1981, the book value 
will be around at Rs 15. 
The shares are presently quot¬ 
ed at around Rs 16. 

Jayabharat Credit 

Jayabharat Credit and In¬ 
vestment Company is raising 
the dividend from 12 per cent 
to 12.5 per cent for 1980. 

According to brief preli¬ 
minary figures, the company 
has earned a higher gross pro¬ 
fit of Rs 45.83 lakhs against 
Rs 37.05 lakhs in the pre¬ 
vious year. The proposed 
dividend will absorb Rs 15.62 
lakhs (Rs 13.67 lakhs). 

The company started leas¬ 
ing operations in machinery 
and equipment in the current 
year. 

Western Ministil 

Western Ministil has shown 
a net operating profit of 
Rs 47.31 lakhs for the year 
ended December 31, 1980, as 
against a net loss of Rs 11.71 
lakhs in the previous year, 
following higher sales of 
Rs 6.64 crores against Rs 5.56 
crores. After providing Rs 
37.78 lakhs (nil) payable to 
a scheduled bank by way of 
interest for earlier years, the 
surplus of Rs 9.53 lakhs has 
been utilised to bring down 
the accumulated deficit to 
Rs 1.10 crores. 

Production on the second 
furnace was inaugurated on 
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January 2, 1981. The Direc¬ 
tors, therefore, expect belter 
utilisation of capacity during 
the current year. The com¬ 
pany’s plans for diversifica¬ 
tion have already got under 
way with production and 
marketing of RCS billets in 
tested qualities, including 
special steels such as spring 
steels. The low carbon mild 
steel quality of RCS billets 
has also been received well 
by the industrial users. The 
company proposes lo com- 
imencc production of stainless 
steel billets during the year. 

Searle (India) 

Scurle (India) introduced two 
new products last year and 
these have been well received 
in the market. The company 
pr6poFcs to introduce several 


new products in the current 
year. 

The company has secured 
a number of industrial lienees 
and registrations for the new 
factory under construction at 
Ankleshwar in Gujarat. The 
factory is expected to go on 
stream towards the end of 
1982. 

Indian Organic Maintains 

Indian Organic Chemicals 
is keeping the dividend un¬ 
changed at 12 per cent for 
the year ended March 31, 
1981. 

Although the total turn¬ 
over is higher at Rs 54.43 
crores against Rs 51.68 crorcs 
in the previous year, the gross 
profit has declined fnmv Rs 
7.48 crores to Rs 6.80 crores. 


After depreciation of Rs 
138.44 lakhs (Rs 140.02 lakhs) 
investment allowance of Rs 
nine lakhs (Rs 6.30 lakhs) 
and taxation of Rs .366.19 
lakhs (Rs 385 lakhs), the net 
surplus has turned out to be 
higher at Rs 216.61 lakhs 
compared to Rs 166 lakhs for 
the previous year. 

Out of this, the proposed 
dividend will require Rs 98.60 
lakhs (.same). A sum of 
rupees one crore is proposed 
to be transferred to general 
reserve. 

Shree Vindhya Paper 

Shrcc Vindhya Paper Mills 
has shown improved working 
results for 1980, with produc¬ 
tion rising from 2,152 tonics 
to 2,501 tonnes and sales 
from Rs 2.90 crores lo Rs 


3.22 crorcs. The gross pn>f 
is also higher at Rs l4.3 
lakhs against Rs 9.43 lakllt 
After providing Rs 6.29 Ink!: 
(Rs 3.90 lakhs) for depw 
elation and Rs 6.71 l^h 
(Rs 0.26 lakhs) for investmen 
allowance, the net profit i 
lower at Rs 1.38 lakhs (Rs 5.2 
lakhs). No dividend ha 
been recom.raended. 

Theci-mpany has complete* 
m.ajor portion of its en 
pansion programn'*.c. It i 
going ahead with thediversi 
ficali<-n program.mc. A pai 
of the equipment has beei 
imported. The wall pape 
plant is under installation am 
is expected to commence pro 
duct ion by July, 1981. 

I he company has been sane 
Honed term loan assistanc 
of Rs 4.95 Cl ores to met 




the cost of the paper 
estimated at Rs 6.40 
^ mres. The balance of Rs 1.45 
; I nrores is to be raised by rights 
;!] Jquity capital of Rs 60 lakhs, 
i, ; &1COM subsidy of Rs 15 
j ; [akhs and unsecured loans 
|i internal accurals of Rs 70 
'f- lakhs. The paper machine 
imported from the UK has 
been moved to the factory 
lllte near Bhusawal. 

lINDALCO's Working 

In the first live months of 
l.lthe current year, the pro- 
, Auction of primary metal by 
^liHindustan Aluminium Cor- 
Iteration has been higher at 
1^/134,700 tonnes with a turnover 
^lof Rs 46 crores. According 
/ f|lo Mr Birla, the production 
J^jduring 1981 is estimated at 
1 f^OjOOO tonnes with turnover 
,;Jat Rs 170 crorcs. One unit 
!; Icof 60 MW in the company’s 
‘^^aptivc power plant will be 
, ^commissioned in August 1981, 

I I which will Jtdd about 80 ton- 
V^jines of production per day. 
f? :The Second 60 MW unit is 
^ '^expected to be commissioned 
iby August 1982. This would 
^ ^solvc the company's power 
problems (o a large extent. 

The company's proposal to 
Jj; Reissue bonus shares in the ratio 
[]; 7 lof two shares for every five 
h 1; .{(shares held is still pending 
r/!cwith the Government. Mr Birla 
• has said that the management 
;}is pursuing the matter. Kaiser's 
[Iapplication for disposing of 
f . rtheir sharchidding in Hindus- 
Vtan Aluminium is also pend- 
j^Jjing with the Government. The 
4 jeAuthorities arc expected to 
i^iitakc a decision in this rcs- 
pectsoon. The company plans 
51'itO finance its Rs lOO-crore 
expansion programme through 
iVtulernal resources and borrow- 
wr.i ings. There is no proposal to 
reissue convertible bonds. It has 
Kr#^>ught a further increase of 
i^rjRs 1,000 a tonne in the rc- 
tention price. 

^ Hsrdillia Chemicals 

Herdillia Chemicals, which 
llcAufiered a modest setback in 
" its working for 1980, has re- 
^ ported a small decline in its 
i^nover during the first five 
of the current year, 
ing this information at the 
"company’s annual meeting, 
':Mr J.N. Guzder, Chairman, 


said that turnover till May-end 
has boon lower by about 10 
per cent compared to that of 
the same period last year. 
He, however, added that the 
second half of the year would 
be more promising and the 
resuHs for the full year w'ould 
not be disappointing. 

The completion of the 
modernisation of the com¬ 
pany's cumcne/phenol plant 
is expected to more or less 
coincide with the date of the 
company's annual general 
meeting. The company has 
received an industrial lienee 
to recover all by-producI 
streams and these are in difl'c- 
rcnl stages of implementation, 
A letter of intent has been 
received to manufacture 2000 
TPA of capacitcr fluids in 
collaboration with General 
Electric of USA. 

Chloride India's Interim 

Chloride India has declared 
an interim dividend of 80 paise 
per share and is payable on 
capital following the onc-for- 
four bonus issues made in 
August last. The quantum of 
interim dividend, therefore, is 
25 per cent higher than in the 
previous year. The higher 
quantum of interim dividend is 
teing paid in view of the satis¬ 
factory working of the eco¬ 
nomy. 

Barium Chemicals 

The management of the 
Barium Chemicals Ltd has re¬ 
ported a significant improve¬ 
ment in the company's working. 
Its sales for the October 1985. 
May 1981 period have shown 
a striking improvement at 
Rs 1.55 crores compared to 
just Rs 30.55 lakhs for the 
Slime period of the previous 
year. The number of working 
days during the period has 
risen to 154 days against 100.50 
days aud the gross profit has 
jumped to Rs 66 lakhs from 
Rs 14.70 lakhs. 

The management hi’s taken 
steps to reduce the cost of pro¬ 
duction, and this drive has 
been aided by the improved 
labour siti^ation, the stoppage 
of work on account of go-slow 
or strike having almost slop- 
ped to bother the company. Its 
sales network has been 6x* 


panded and it has received a 
rebate of Rs 16 lakhs towards 
interest liability following a 
settlement with the Allahabad 
Bank. 

Port Shipping 

The pre-tax profit of Port Ship¬ 
ping has declined to Rs 17.06 
lakhs for 1980 from Rs 30.50 
lakhs in the previous year after 
providing Rs 1.31 lakhs 
(Rs 1.36 lakhs) for deprecia¬ 
tion. A sum of Rs 63,000 from 
provision for taxation no longer 
required has been taken into 
account. Allocations include 
Rs 11.05 lakhs (Rs 20 20 lakhs) 
for taxation and Rs 1.30 lakhs 
(Rs 5 lakhs) for general re¬ 
serve. An equity dividend of 
22 per cent (20 per cent) has 
been declared absorbing Rs 5 81 
lakhs against Rs 5.28 lakhs. 

Capital and Bonus Issues 

The following companies 
have been allowed to raise 
capital. The details arc as 
follows : 

Bonus Issue 

(1) M/s United India Roller 
Flour Mills Limited : Rs 


600,600 in fully paid equity 
shares of Rs 100 each in the^ 
ratio of 1:4. 

(2) M/s Sargam Metals 
Private Limited : Rs 200,000 
in fully paid equity shares of 
Rs 100 each in the ratio of 1:1. 

Further Issue 

(3) M/s The Bharat Vi jay 
Mills Limited : Issue of 50,000 
equity shares of Rs 100 each 
for cash at a premium of 
Rs 275 per share to the non- 
managerial shareholders of ^ 
M/s The New Conimerical^ 
Mills Company Limited in 
the ratio of 1:2. 

(4) M/s Bristol Boats 
Limited: l.ssue of equity and 
preference shares of Rs 
77,50,000 in terms of and in 
accordance with order dated 
December 17, 1980 of the High 
Court at Bombay. 

(5) M/s Rustom Mills and 
Industries Limited: Issue of 
Secured convertible debentures 
of the aggregate value of Rs 
200 lakhs. The proceeds of the 
issue arc to be utilised to meet 1 
increased working capital re¬ 
quirements of the company. 
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June 17 

The Saudi Arabian Oil Minister 
Sheikh Ahmed Zaki Yamani, and techni¬ 
cal experts from live other OPEC na¬ 
tions met in Vienna to discuss matters 
jypvolving OPEC’s long-term oil pricing 
strategics. 

President Ferdinand £. Marcos, In 

an election boycotted by his major rivals, 
won a new six-year mandate and offered 
opponents reconciliation “with a soft 
hand”. 

Cuba signed a fact with India in the 
field of pharmaceuticals. 

June 18 

Iranian President Abolhassan Ban:- 
Sadr left Iran for Egypt. 

Tata Iron and Steel Company (TISCO) 
^^roposes to issue secured convertible 
bonds worth Rs 30 crores to raise its 

. MUM ipoNoiiisi 


working capital rc.sources, subject to 
necessary permission from the share¬ 
holders and the Controller of Capital 
Issues. 

June 19 

An eight-member Congress(l) Minis¬ 
try, headed by Rishang Keishing, took 
office ending 111 days of President’s rule 
in the State of Manipur. 

The Government has lifted the export 
duty on coffee with immediate effect in 
view of the fall in ihe international price 
of coffee. 

The Employers' Federation of India 
Piesident Naval 11. Tata was re-eiccted 
member of the governing body of the 
International Labour Organisation at 
Geneva for one year. 

India’s space effort passed another 
milestone as its satellite APPLE went into 


orbitg taking the country UlTthe door* 
steps of an independent satellite commu¬ 
nication system. ; 

June 20 

The Election Commission has held 
the June 14 polling in the Garhwai Lok 
Sabha constituency void and ordered a 
repoH to be completed by September 30. 

The Congress(I) Parliamentary Board 
shelved a decision on the admission of 
Y.B. Chavan into the party. The ques¬ 
tion would be considered later by the 
Congress(I) Working Committee. 

June 21 

Heavy artillery shelling of Christiaii 

sectors in the Lebanese capital and in 
the Catholic city of Zahle by Syrian 
peacekeeping forces killed two people 
and wounded several others. 

The Government has set up a com¬ 
mittee, headed by L.K. Jha, to suggest 
ways and means to simplify income 
tax laws. 

June 22 

Ayatollah Khomcni dismissed Abol* 
hassan Bani-Sadr as President of Iran’s 
Islamic Republic. 

Bangladesh Nationalist Party (BNP) 

has nominated acting President Justice 
Abdus Sat tar as their candidate for the 
forthcoming presidential election to be 
held on September 21. 

June 23 

The APPLE mission control centre at 
Sriharikota abandoned its plan to try 
for deployment of the second solar panel, 
which did not come out in response to 
the commands issued to the satellite. 

Mr Devaraj Urs, former Karnataka 
Chief Minister andCoDgress(U) President, 
and 26 other opposition members belong¬ 
ing to Congress(U), the Janata Paity and 
CPI have been suspended from the 
Karnataka Legislative Assembly till the 
end of the current session, following their 
continued dharna and squatting in the 
well of the House for the second day on 
Tuesday, demanding dropping of Plan¬ 
ning Minister C.M. Ibrahim against 
whom a criminal case has been register¬ 
ed in Bhadravati. 

The Indian rupee has become cheaper 
by 10 paise against the pound sterling. 
The middle rate is Rs 17.10. 
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OPEC is Not Always Original Sin 


SucM OF those as had doubted the ability 
of Saudi Arabia to force the OPEC to 
readjust its price structure towards a 
bench-mark price of S34 per barrel for 
Arab light, which is the equivalent of 
about S36 per barrel for higher-quality 
crude from Nigeria or Libya (or, outside 
the OPEC, the North Sea) arc now having 
tisecond thoughts. The international oil 
companies, which dominate the world 
trade in petroleum products, could of 
course smell the arrival of the buyers’ 
market in crude sooner than all the rest, 
but even they could do little until, at the 
OPEC meeting in Geneva in the last 
week of May. the Saudis refused to Join 
other exporting countries in cutting 
production and went on to declare 
that the premia charged by some ex¬ 
porting countries would have to be trim- 
^tcd in accordance with the falling off in 
the imports of major consuming countries. 

True there had been some hard bargain¬ 
ing on the spot market earlier, but it was 
only after the Saudis ofhcially announced 
in Geneva that they would continue to 
maintain their current rates of output 
that the international oil companies began 
flexing their muscles and pressing export¬ 
ing countiies charging high premia to cut 
their prices by amounts up to S6 per 
barrel. 

«*Out of Line*’ 

Although their prime target has been 
*fLibya, which charges $41 per barrel, the 
highest price for light crude in the OPEC 
structure, their major success so far has 
been scored with heavy crude from Mexi¬ 
co, which is outside the OPEC. This is 
not surprising since the price of $32 per 
barrel which Mexico had been charging 
for some of its crude had all along been 
considered “way out of line” by refiners, 
who had been complaining that they could 
not make a profit out of it so long as they 
had to pay any price more than $26 per 
barrel. To start with, the Mexicans were 
"Putting on a bold front and saying that 
they would not take less for their oil than 


V. Balasubramanian 

they had been selling it for, but, in the 
first few days of this month, they were 
beginning to find the Invisible Hand (of 
Adam Smith) all too visible. Despite 
differences at the policy-making level, 
which had led to the resignation of the 
chief of PEMEX, the State monopoly in 
the oil industry, Mexico had to announce 
a cut of $4 per barrel in the prices of 
some of its crudes. Nigeria, which is 
resisting pressures on its prices which it 
would like to maitain around the existing 
level of $40 per barrel, has been forced 
to yield ground to some extent as shown 
by a sale made by it to an oil trading 
company at a reduction in price of $4 
per barrel. It is obvious that a general 
retreat in Nigerian contract prices to the 
level indicatevl by this transaction cannot 
be avoided. 

British Effort 

The British Government is trying 
to save as much as possible of the 
price of $39 per barrel it has become ac¬ 
customed to for its North Sea oil but its 
offer of a reduction of $2 has failed to 
impress buyers, including British Petrol¬ 
eum, which has suggested that a cut of 
$5 would be more like it. Saudi Arabia- 
is charging $32 a barrel for its light crude 
sold to the four US partners of Aramco 
Standard Oil Co., of California, Exxon, 
Mobil and Texaco, but other buyers are 
now paying $2 more. (As the days of 
June pass there may be more develop¬ 
ments of the nature described here for the 
first weeks of the next month.) 

Among these price developments, the 
cuts accepted by Mexico and Nigeiia arc 
of considerable significance. Mexico is 
the world’s fouith largest producer of oil, 
while Nigeria is a lanking exporter in 
OPEC. Because of the short haul to the 
US, Mexican oil costs less to transport to 
this impoitant market which diaws about 
10 per cent of its total imports from this 
source. Mexico, is planning to increase 
its production but this would obviously 
depend on offtake trends, particularly in 
the US, which now takes over 60 per cent 


Washington 

■j] 

of Mexico’s total oil exports. Hence 
decision to be flexible about prices sug<i 
gests that it has taken a view of the oA 
market especially in the US and come to 
the conclusion that it will be able to sett 
more only if it is willing to accept lower 
prices. Oil-exporting countries, in other 
words, will have to compete among them'^i 
selves in the coming months for custo^j 
niers for additional production, if any' 
and. in many cases, even for maintaining^ 
their current levels of exports. Accord* 
ing to the Petroleum Intelligence Weekly^ 
the Mexican decision to lower prices “all 
but ruins the negotiating position of pro¬ 
ducers trying to protect the crumbling 
edifice of OPEC’s maximum selling 
prices”. Libya, Algeria and Venezuela, 
all in the OPEC, arc trying hard to liS 
firm on maintaining crude prices but the 
weakness of the British pound, partly 
because of bearish prospects for North 
Sea oil prices, indicates a further chilling 
of the wind of change that is now blow¬ 
ing through the once-cosy structure of oil 
earnings, so efiiciently engineered by the 
OPEC to the advantage of its members as 
well as that of other oil exporting coun¬ 
tries. 

Production Cut 

At Geneva, despite Saudi non-coope¬ 
ration other producers had resolved to. 
cut their production by 10 per cent. 
While one of them, Nigeria, had even’ 
earlier been forced to slash its produc¬ 
tion for lack of takers for its oil at the 
premium prices it was trying to charge, 
it is doubtful that these countries would, 
effectively put thiough a common priced 
maintenance strategy by reducing produce 
tion beyond what some of them may indi¬ 
vidually be forced to do merely for the 
purpose of cutting their losses in a buyers 
market. Actually the decisive economic 
pressure on not a few of them may well 
be to inaint.iin if not increase output sO 
that their total earnings may not suffci^ 
unduly through the softening of pricesii 
After all, all of them could do a little ari- 
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and they must by now have re- 
Pltised that, even if they succeed in lower- 
f ing their aggregate output by about L5 
I million barrels a day, so long as the 
: Saudis keep drilling at their present rate, 
< there would siill be an excess of about 
|f one million barrels a day in current pro- 
j duction over current demand. Conse- 
quently, if the market situation in oil is 
[ to be changed in a way that would rcs- 
tore to the exporting countries some of 
the advantage they have been recently 
} losing, the Saudis will have to be persuad* 
} ed to lower their output from the current 
i level of 10.3 million barrels a day towards 
r its normal ollicial ceiling of 8.5 million 
' barrels a day. i-ven if they are not wil¬ 
ling to stop ail of the excess production 
immediately, theie is no justilicalioii, on 
economic grounds, for their not retreating 
to a level of output reasonably related 
to current market conditions. 

The Saudis have been arguing that they 
have to keep pumping more oil into the 
world market in order to bring pressure 
to bear on certain OPl£C exporters to 
agree to a unified and iclatively stable 
price structure which would match out¬ 
put with demand on terms fair to both 
producers and consumers. OPFC watchers, 
especially in the l/nited States, arc 
arguing that there is more to this Saudi 
sweet reasonableness than cnlighthned self- 
interest and that the political and military 
aspects of the American connection have 
not a little to do with it. Even on this 
reckoning, the Saudis may be deemed to 
have done well by the United States as 
well as the industrial countries generally 
by exerting their authority in the OPEC 
for the purpose of bringing crude prices 
down to more realistic levels in terms of 
the recessionary trends in the world eco¬ 
nomy. 

Success Achieved 

; Indeed success has attended their 
.^ciforts much sooner than they might have 
'.expected when they made their lone 
.stand at the Geneva meeting of the OPEC 
|as late as in the last week of last month. 
;^lt should not surprise at all if, well be- 
.|fore December 10, when OPEC is sche- 
riduled to go into session at Abu Dhabi, 
^^tbe Saudis were to receive assurances of 
(.cooperation on prices from their collea¬ 
gues in the OPEC in return for their 
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participation in regulating production and 
exports in the light of demand conditions 
and market trends. 

The question then is not whether OPEC 
would behave responsibly, since objec¬ 
tive market compulsions are beginning to 
discipline them in any case, but whether 
the major oil-importing countries will 
respond in a mature fashion to the efforts 
which OPEC must now make to recons¬ 
truct its production or price policies. 
Here the signs arc not altogether encour¬ 
aging. Through most of the Seventies, 
when oil prices were making quantum 
leaps, near-primitive fears were develop¬ 
ing in the major oil-importing countries 
about the magical might of the OPEC 
over the global energy economy. In not 
a few quarters not even an attempt was 
being made to conceal panic thoughts 
about an all-powerful and aggrandising 
cartel holding a world in thrall by virtue 
of its .stranglehold on a vital supply- 

Ironical Situation 

Ironically enough it is these very same 
people who are now falling over one an¬ 
other in celebrating what they imagine is 
the ultimate debacle of the OPEC. The 
dirges that arc being sung in many parts 
of the world over the alleged demise of 
the oil cartel must no doubt make one 
weep, but not .so much for the dear 
(supposedly) departed as for those who 
have taken it upon themselves to stage 
this mourning. We are now being told 
that the OPEC had always been a straw- 
man by the very people who once were 
frightening us with tales of a Frankenstein 
monster in our midst. 

Their fantasying would be amusing were 
it not that it might encourage in people 
who ought to be better informed and may 
have some responsibility for formulating 
national or international energy policies 
wishful thinking about prices or demand- 
supply relationships. Indeed, the frequen¬ 
cy and casualness with which the phrase 
“oil glut” is appearing in current dis¬ 
cussions arc quite alarming for the 
smugness they seem to be spreading. At 
the reduced level of oil consumption the 
industrial economies as a whole have 
painfully managed to reach, there is now 
an excess of current production over 
current offtake. This excess, however, is 
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r^y ie $5 thaA it seems, since soihe df | 
the major oil-importing countries, other 
than the US, which are finding their 
currencies depreciating against the USH 
dollar, are drawing down their oil stocks 
So that they could defer incurring dollar 
commitments on new imports. 

Alternative Sources 

Moreover, even such genuine economy 
that there may have been in oil consump¬ 
tion around the world has been achieved 
partly through economy in the use of 
petroleum products, partly through the^ 
shift to ordevelopment of alternate sources^ 
of energy and partly through overall 
energy conservation practices. Each and 
all of these trends have been prompted 
and are being sustained exactly by the 
pressures that high oil prices or the 
tightness and, even more importantly, the 
uncertainties of oil supplies have been 
exerting on the importing countries thro¬ 
ugh the Seventies when the OPEC has 
been so succc.ssfully promoting its power 
to influence market conditions in its 
favour. It is therefore only prudent to^ 
ask ourselves whether, once those pres¬ 
sures slacken, there may not be any easing 
of these trends too, unless something 
happens to prevent this reaction. 

What that something can be is fairly 
obvious. It is urgently necessary that the 
kind of adversary relationship that now 
exi.sts between OPEC and the major oil- 
importing countries should be ended and 
replaced by a broad-based international 
cooperative arrangement for promoting 
an orderly market in world oil. The oil¬ 
importing countries should give up their 
fixed position that any attempt on the 
part of OPEC or other producers to cutv|| 
production will per xc be a hostile exer¬ 
cise by them of their market strength. 
The regulation of production in terms of 
demand or price levcks is a normal and 
necessary feature of economic activity, 
both national and international. In the 
case of a whole host of commodities in¬ 
dividual producers are making or attempt¬ 
ing to make such responses. This dynamic 
is accepted as essential to the allocation 
of scarce resources among competing 
demands. When errors of judgement arc 
made by producers resulting in “gluts’\ a 
even such drastic action is taken as the 
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destruction of supplies or stocks. Earlier 
this year, in the United Stales, not only 
*^ilcs of oranges were left to rot fn the 
fields, but orchards of peaches were cut 
and ploughed into the ground because an 
abundance of these crops had turned to 
be commercially loss-making. 

Right now, a debate is going on here 
on whether it would not be better to con¬ 
vert the Government-subsidised butter 
mountain into dogfood rather than mar¬ 
ket it abroad when market prices are low 
and where the Soviet Union, getting its 
^l^ands into it, may have the satisfaction 
of buttering its bread at the expense of 
the American taxpayer. There are not a 
few essential commodities traded inter¬ 
nationally which do have their production 
regulated with regard to export prospects 
by Governments of the producing States, 
acting singly or in consultation among 
themselves. Even in the case of a basic 
necessity of life such as breadgrain or food- 
grain, this kind of market intervention is 
being regularly practised. There is therefore 


nothing inherently outrageous in the oil- 
producing countries seeking to adjust 
their outputs from time to time to chang¬ 
ing conditions of trade. On the contrary, 
the oil-importing countries should accept 
the move in the OPEC to step down pro¬ 
duction levels as a natural consequence of 
the success of their own policies for con¬ 
serving oil or developing alternate energy 
sources as well as a normal market re¬ 
action to the recession in the industrial 
economies. 

The United States, in particular, has a 
key role to play at this cross-roads in (he 
world oil economy. It should not use the 
political leverage it has with the Saudis to 
insist on their pumping extra oil into 
international trade once the OPEC price 
structure has been rid of its elements of 
“excess”. Second, it should take the 
lead in the industrial economies building 
up strategic reserves or commercial stocks 
to reasonable levels so that producing 
countries may be able to market smoothly 


EniiRgy, in the last two decades of this 
century^ has become the mo.st important 
pervasive problem challenging mankind. 
Industrialised and developing countries 
alike arc affected by the sharply spiralling 
energy costs and depleting supplies of 
liquid fuels. While the industrialised 
countries see in the energy problem a 
to their life-styles and a slow down 
in the rate of growth, the impact of the 
energy crunch on the developing countries 
is more acute. Given the inextricable link 
between energy input and economic 
development, the developing countries 
find themselves in the unenviable posi¬ 
tion of having to find increa.singly larger 
energy supplies in a situation characte¬ 
rised by a rising strain cn balance of 
payments and non-availability of adequate 
supplies. The need for a coherent energy 
policy which aims at minimising energy 
ln^jumand without .sacrificing economic 
growth, changing the pattern of fuel use 
in the desired direction and ensuring as 


The Energy Problem 
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high a degree of energy security as possi¬ 
ble has, therefore, become imperative. 

India’s recognition of the gravity of the 
energy problem predates the oil crisis of 
1973-74. As early as 1965, the Energy 
Survey of India Committee carried out a 
pioneering study of the country’s energy 
resources and future energy requirements. 
This was followed by another definitive 
study by the Fuel Policy Committee, 
which gave its report in 1974. Based on 
the Committee’s recommendations, the 
basic elements of the national energy 
policy were accepted by Government of 
India in 1976. Having regard to the 
rapidly changing energy situation, Plan¬ 
ning Commission set up a working group 
on energy policy which presented its 
report in 1979. The energy strategy spelt 
out in the sixth five-year Plan draws hea¬ 
vily on the recommendations of the expert 
bodies mentioned above. 

In order to set the energy policy in its 
proper perspective, it will be necessary to 


the quantities they may want to produc^ 
at prices around the existing bench-marl^; 
of Arab crude as determined by Saudlj 
pricing policies. Given the America^ 
Government’s programme for a strategi<^< 
petroleum reserve and the inherent politic 
cal and military imponderables of 
Middle Easf, the industrial economies 
should surely find it possible to resist the^ 
temptations of the short-term advantages 
offered by the so-called “oil glut”. It is 
no doubt a pleasant feeling for them that 
they are now able to talk to OPEC on 
more than equal terms. But they may 
have to pay dearly for any over-indul¬ 
gence in this advantage, it is still in their i 
interest to keep the pressure on the explo¬ 
ration and exploitation of nc^v oil-bearing 
areas, development of other fuels or con¬ 
servation of national world energy reso¬ 
urces. These pursuits start to profit from! 
their cooperation with OPEC in stabili.s- 
ing the earnings of major oil exporters at 
fair prices and at flexible levels of output 
related to trade trends. 


look at the present pattern of energy 
consumption, the trends in future energy 
demand and our energy resources. 

India consumes energy in a variety of 
forms ranging from nuclear power at one 
end, to animal energy, at the other. On; 
the eve of the sixth Plan, i.c., in 1979-80, 
the country consumed 104 million tonnes 
of coal, of which about a third was used 
for power generation and about a fourth 
in the steel industry. The total consump- | 
tion of petroleum products was close to 
30 million tonnes, including the consump¬ 
tion for power generation and fertilizer 
production. Flectricity generation amount- j 
cd to 112 billion kwh, the share of thcr- i 
mal, hydro and nuclear power being 58 | 
per cent, 39 per cent and three per cent 
respectively. As is well known, besides 
above forms of energy which are generally 
described as ‘commercial’ fuels, India 
consumes large quantities of traditional 
fuels (generally described as ‘non-com- 
mcrcial fuels), viz, firewood, agricultural 
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t s and animal dung. Though pre- 
iaia regarding consumption of non- 
lercial fuels arc not axailable, it is 
ited that these could be of the order 
! oi J JO million tonnes of firewood, 40 
; million tonnes of agricultural waste and 
75 million tonnes of animal dung. This 
means that, measured in terms of coal 
i,, replacement, about 45 per cent of the 
! total energy consumed was met by the 
. non-commercial fuels. In agricultural and 
rural transport, the draught animal is 
Still the mam source of energy and there 
' are an estimated 80 million work animals 
in the country. 

Commercial Consumption 

The industry sector has the largest 
share of commercial energy consumption 
of about 38 per cent, followed by trans¬ 
port with 32 per cent. The share of 
household and agriculture sectors are 
much smaller at 14 per cent and 11 per 
^ cent, respectively. Viewing the picture 
fuel-wise, almost three-fourths of the coal 
. consumption occurs in industry, if one 
were to exclude coal used for power gene¬ 
ration. .As for oil, leaving aside non- 
energy use, the transport sector accounts 
. for about 55 per cent. Another major 
area of consumption is the household 
sector with 20 per cent, mostly for light¬ 
ing in rural areas and cooking in urban 
areas. About 14 per cent of the consump¬ 
tion takes place in the agriculture sector 
. for running pumpsets. Almost two-thirds 
of the electricity consumption is for in- 
. dustrial purposes while irrigation pumps 
■ account for 14 per cent. The household 
consumption of electricity is less than 10 
per cent. The consumption of non¬ 
commercial fuels is almost entirely in the 
household sector, mostly, in the rural 
; area.s. 

India's reserves of hydrocarbons are 
limited, the balance of recoverable reser¬ 
ves of oil and gas being a little over 350 
. million tonnes and 350 milliin cubic 
metres, respectively. India is relatively 
better placed in respect of coal, with 
: estimated reserves of about 85 billion 
» tonnes in coal seams up to a depth of 
; €00 metres. The major part of the 
’i reserves arc of lowgrade non-coking coal 
and the reserves of coal suitable for 
VjnetaDurgical uses are limited. The ura- 
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nium reserves in the country are consi¬ 
dered to be adequate to support 80C0 
MW of generation in fission reactors. 
Thorium reserves are much larger (363,000 
tonnes), but the technology for their use 
has yet to be developed. Out of a poten¬ 
tial of 75,000 MW of hydro power, only 
about 10 per cent is being exploited at 
present. On ihe whole, India's energy 
resource endowments arc by no means 
high. 

Long-term estimates of future energy 
requirements have been made by the 
working group on energy policy. The 
group estimated that if vigorous policy ac¬ 
tion to control the rate of growth of energy 
demand, specially of petroleum products 
was not taken, the requirement of coal 
would increase five-fold, of oil three-fold 
and electricity five-fold by the turn of 
the century, liven if concerted action in 
regard to both the quantum and the 
pattern of energy demand was taken, 
there would be a three-fold increase in 
the next 20 years in the total energy 
requirements of the country. Clearly, 
meeting energy needs of this order will 
pose a serious challenge. 

Energy Strategy 

The main elements of the energy stra¬ 
tegy. as set out in the sixth five-year Plan 
are as follows : 

(a) accelerated exploitation of domes¬ 
tic conventional energy resources-oil, 
coal, hydro and nuclear power; 

(b) management of oil demand; 

(c) energy conservation; 

(d) exploitation of renewable sources 
of energy like energy forestry and bio¬ 
gas, specially to meet the energy require¬ 
ments of rural communities; and 

(e) intensification of research and 
development in emerging energy techno¬ 
logies. 

Before looking at the policy i.ssues, we 
may take a quick look at the programmes 
in the energy sector of the sixth Plan, 
which have been drawn up to give con¬ 
crete shape to the strategy described 
above. 

The energy sector of the sixth Plan ac¬ 
counts for a total of Rs 26,5.15 crores out 
of the total outlay of Rs 97,500 crores. 
In terms of percentage, 27.5 per cent of 
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the Plan investment will be on the energy 
sector. 

(a) Power ; Among the sub-sectors,"^ 
power constitutes the biggest in terms of 
financial outlay (Rs 19,265 crores). In 
physical terms, the target is to add 
19,666 MW during the Plan period to the 
capacity of 31,025 MW in position at the 
commencement of the Plan. Of the new 
addition, 13,846 MW will be thermal, 
5,130 MW hydro and 600 MW nuclear. 
The Plan also makes provision for com¬ 
mencement of construction of new pro¬ 
jects needed to meet power demand 

the post-sixth Plan period, including three 
nuclear power projects. Power genera¬ 
tion, which was 112 billion kwh in 1979-80 
is expected to increase to 191 billion kwh 
in 1984-85. There will be a corre.spond- 
ing expansion of the transmission and 
distribution system. The tempo of rural 
electrification will be maintained at a 
high level; energisation of 25 lakh pump- 
sets and one lakh villages has been laid 
down as the Plan target. 

(b) Coal : It is proposed to raise 
production level of coal from 104 millio. 
tonnes in 1979-80 to 165 million tonnes 
in 1984-85. The production strategy 
visualises the opening of a number of 
large open ca&t mines with an annual 
capacity in the range of 5—10 million 
tonnes each. These mines will be fully 
mechanised and equipment of higher 
capacity will be deployed. The emphasis 
on open cast mining arises from their re¬ 
latively short gestation period. In order 
to secure rapid increases in coal produc¬ 
tion in underground mines, a phased pro¬ 
gramme of mechanisation of the tradi¬ 
tional board and pillar system of mining 
and introduction of the long wall me^ 
thods of mining are being resorted to. 
Steps arc also in hand to raise the pro¬ 
duction of lignite at Neyveli by opening 
a second mine which will have an ulti¬ 
mate capacity of 10.5 million tonnes a 
year. 

(c) Petroleum : The highest priority is 
given to the development of indigenous 
resources of oil and gas. The explora¬ 
tory effort, both on-.^horc and off-shore 
arc being intensified. A significant de¬ 
velopment in the recent months has been^ 
the offer of selected blocks to reputed 
foreign oil companies for exploration 
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and development. The sixth ^lan pro¬ 
jects a build-up in the olf-shore crude oil 
giroduction to a level of 13.2 million 
tonnes in 1984-85. Since the finalisation 
of the Plan, the possibility of a further 
acceleration in the development of 
Bombay off-shore fields has opened up. 
Naturally, this would involve additional 
investment, over and above what has 
been provided in the Plan, fn parallel 
with the growth of demand for petroleum 
products, refinery capacity is being built 
up. Besides the new refinery at Mathura, 
a number of schemes for expanding the 
j^pacity of existing refineries and provid¬ 
ing them wiih secondary processing faci¬ 
lities have already been taken up. By the 
end of the Plan period, the crude through¬ 
put capacity of the lefincrics will go up 
to 38 million tonnes. The sixth Plan also 
makes provision for the development of 
the South Basscin gas field, trans¬ 
portation of gas by pipe line and 
ultilisation of gas mainly for production 
of fertilizers. 

(d) New and renewable sources of 
jpBergy : Ambitious programmes of energy 
forestry and bio-gas development are pro¬ 
jected in the sixth Plan. The target for 
fuel plantations has been set at 13 lakh 
hectares. In the first phase of bio-gas 
development, 400,000 units will be instal¬ 
led and depending on the progress, the 
target will be sealed upward. Funds 
have also been provided to carry out 
countrywide field testing and demonstra¬ 
tion of devices using solar and wind en¬ 
ergy, which have the potential to become 
commercially viable in the medium term. 
The research and development effort on 
other new energy technologies, which 
lhave potential over a longer time frame 
are also being intensified. For all the 
programmes taken together, the Plan 
provides an outlay of Rs 150 crores. 

In order to understand the constraints 
which operate on both energy supply 
and energy demand and their impact on 
policy action, it would be useful to take 
note of certain unique features which 
characterise the pattern of energy con¬ 
sumption in a developing country like 
India. First, the per capita con¬ 
sumption of commercial energy is very 
"Ibw, about a tenth of the world average 
and about a thirtieth of the level of con¬ 


sumption in the developed countries. 
Second, as explained earlier, the tradi¬ 
tional or so-called non-commercial fuels, 
i.e. wood and waste still play a dominant 
role in the rural areas. Third the energy- 
GDP elasticity, as it is generally called, 
is high in India. 

Measured in terms of coal replacement, 
the elasticity w'as around 1.8 between 
1960-61 and 1975-76 (if the calculation is 
made in terms of coal equivalent which 
is the international practice, this would 
be about 1.3). The process of industria- 
Jisation and urbanisation inevitably leads 
to larger demand for commercial energy. 
Even agricultural development, which de¬ 
pends on spread of irrigation, increased 
use of fertilizer and mechanisation calls 
for larger energy input. 

Besides, there is the invitabic pheno¬ 
menon of replacement of non-commeicial 
fuels by commercial sources of energy. 
Thus, in common with most developing 
countries, the pattern of energy consump¬ 
tion in India is and will continue to be 
characterised by both high growth rates 
and high intensity. In other words, wc 
arc still far from the stage reached in the 
industrialised world of disassociating 
energy and economic development. 1 his 
is what makes the energy problem doubly 
difficult for the countries of the Third 
world. 

Self-Sufficiency 

It goes without saying that every coun¬ 
try should attempt to maximise the secu¬ 
rity of its energy supplies by exploiting 
its domestic energy resources to the full 
extent. The manner in which this is pro¬ 
posed to be done during the present Plan 
period has already been described. Jt is 
legitimate to ask why more cannot be 
done to exploit our resource endowments. 
The answer i.s simple the most impuit- 
ant inhibiting factor is lack of capital re¬ 
sources. Conventional energy industries 
are highly capital intensive; for instance, 
in the power industry the ineremenlal 
capital output ratio is as high as 15. 

Even as it is, the proportion of plan in¬ 
vestment on the energy sector is high and 
it represents a high opportunity cost to 
the other sectors of the economy. Given 
a situation in which almost half the popu¬ 
lation IS below the poverty line, there are 


socio-economic imperatives which cannot 
be ignored. Indeed, in the present Inter-J 
national environment which is not favour* 
able to aid and capital inflows into the 
developing countries, lack of capital le* JJ 
sources will be the biggest problem facing/' 
these countries and preventing them from 
taking full advantage of their own energy J 
resources. '! 

Untapped Potential 

There are other problems ; hydro power v 
being renewable and non-polluting,/ 
must certainly be developed. But the 
task is by no means easy, as a large part 1 
of the untapped potential is in the Hima* ,] 
layan region, where accessibility is diffi- 
cult and the geology is complex. There 
are also several unresolved interstate ^ 
issues holding up a number of hydro ; 
projects. High capital cost and long ges-'' 
taiion inherent in hydro power develop-j 
ment is another formidable obstacle. 

How docs one visualise the role of nuc¬ 
lear power in India? On the one hand,/; 
abundant rc.sourccs of thorium, which ' 
can eventually be an almost unlimited ' 
source of enc/gy through breeder reac- ' 
tors, India must maintain a tempo of 
development of conventional fission 
reactO'S, in order to build up and up- ^ 
grade its design and manufacturing 
capabilities and Co achieve a high degree 
of sclf-icliance. At the .same time, one 
cannot ignore the fact that under Indian ; 
conditions, nuclear power generation is 
invariably more expensive than coal ; 
fired thermal power generation. ' 

Indian coal is relatively cheaper. Because ^ 
of the limited scale of production, our 
manufucluring costs of nuclear equip-/ 
ment aie high. There arc marked econo¬ 
mies of .scale in nuclear power generation, - 
but we cannot take full advantage of it 
on account of the limitation imposed by/ 
the size of Indian power systems. The 
policy on nu^-lcar power development has 
therefore to di aw a balance between the 
long term impeiatives and the immediate^ 
problem of higher cost. In any case,' 
against the perspectixe of a fast rate of 
growth of both thermal and hydro capa¬ 
city, the contribution of nuclear power is 
bound to remain modest. 

Unlike industrialised countries where 
large quantities of oil and gas are con- 
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as industrial fuels and for power 
>ffcneration, petroleum products are used 
in India mainly for transportation, pump¬ 
ing of water for irrigation, lighting and 
cooking. In the transport sector, alter¬ 
natives to liquid fuels are not yet avail¬ 
able; the scope for restricting oil 
consumption without ad\ersely affecting 
economic development is therefore limit¬ 
ed. Nevertheless, two lines of policy 
action suggest themselves. First and the 
most important is that of the relative 
shares of road and rail tiansport. Energy- 
wise, rail transport is distinctly more 
efficient for long distance traffic. But 
the volume of shorihaul traffic which 
can conveniently and efficiently be 
handled by road, will also increase along 
with the growth of the rural economy. 

In oup country, over the last three 
decades, the railways have steadily lost 
traffic to road l ranspoi t. The National 
Transport Policy Commiilcc has suggest¬ 
ed a package of recommendations 
designed to airest further deterioration 
f in the shaic of railway traffic and to 
stabilise more or I ss at the current level 
(though ideally the Committee felt, the 
rail and road shaics ought to be in the 
ratio of 72: 28 for freight tiaffic). The 
implementution of a well conceived 
integrated transport policy is thus ex¬ 
tremely important from the energy angle. 

Railway Electrification 

The other line of action, the imple¬ 
mentation of which has already been 
decided upon, is the acceleration of 
. electrification of high density rail routes. 
This would be beneficial from the point 
■I of view of both energy ilfcicncy and 

■ conservation of oil. 

Fortunately, the consumption of oil as 
industrial fuel is not large in India. 
Nevertheless, a determined effort has to 
be made to replace oil by coal wherever 
feasible. 

This calls for an appropriate set of 
incentives and arrang«.ment$ for hnalising 
the required additional investments. The 
only other area in which replacement 
. of oil on a significant scale is feasible is 
the agricultural sector where diesel pumps 

■ can gradually be eliminated with the 
'Spread of lural electrification. 

! : Even if vigorous action were taken on 
\ 


the lines indicated above, a continnci^ 
growth in the demand for petroleum 
products is inescapable. To the extent 
that these requirements are not met, 
there is bound to be a repercussion on 
the rate of economic growth. 

A major thrust in the industrialised 
countries to-day is on energy conserva¬ 
tion. Studies have established that one 
of the major factors which has led to 
lower global oil demand in the last two 
years has been the implementation of a 
variety of measure.s for improvement of 
efficiency of energy use in industry, 
energy conservation in buildings through 
both active and passive measures, in¬ 
creased resort to co-generation, etc. 

Efficient Utilisation 

In a developing country like India 
also, there is, without doubt, potential 
for more eflicienl utilisation of energy. 
But, in the context of the rale of growth 
of energy demand, the relief which 
measures of energy conservation can 
provide is limited. First, the absolute 
consumption of commercial energy per 
capita is itself small. Second, in a 
resource-scarce situation, the rigidity of 
existing capital stock sets severe limit¬ 
ations on the rate at which fuel-ineffi¬ 
cient equipment can be replaced. Third, 
the maximum scope for energy conser¬ 
vation is in the use of non-commercial 
fuels, but it will be a stupendous task to 
convey the message of energy conser¬ 
vation to millions of individual house¬ 
holds. Limited as macro impact may be, 
there is no question that systematic 
effort must be made to achieve higher 
fuel efficiency in all sectors of the 
economy. 

Given the growth demand for energy 
and the exhaustibility of fossil fuels, 
new and rcplcnishable sources of energy 
must, clearly, be developed. It is true 
also that many of the new energy techno¬ 
logies are ideally suited for energy supply 
on a decentralised basis to widely scatter¬ 
ed rural communities. While the poten¬ 
tial role of the renewable energy forms 
in a country like India has to be 
recognised, it will be incorrect to con¬ 
clude that they will provide a panacea 
to our energy problems. 

New technologies are not yet in a 


to proviae rhergy m tna qua 
and of the quality required by large 
industries or in transportation. Ther^ 
fore, as industrialisation and infrastruc^ 
ture development proceeds, their energy 
needs will have to continue to be met by 
conventional fossil fuels. Most studies 
indicate that in the short and 
medium term, the contribution of the 
renewable energy sources will remain 
modest. There are two reasons: first, 
the cost of using the renewables is too 
high in comparison with the existing 
sources of energy. Second, while they 
may be well suited for deccntralised|J| 
supply systems, technologies arc not 
readily available to meet the energy needs 
in the sectors of the rural life which 
account for the bulk of the consumption, 
viz. domestic cooking and irrigation 
pumping. 


A full description of the state of 
the art of new energy technolo¬ 
gies cannot be attempted here. Stated 
very bi jelly, the major problem in har¬ 
nessing solar energy is the fact that it is 
diffuse and \ariablc. While solar energy 
can be utilised successfully for low heat 
applieations in which variations in energy 
input are not crifical, the technologies 
for concentratirg solar energy for high 
heat applications or steady output, are 
still rather expensive. 


Solar Devices 

Thus solar devices are available for 
watci heating and space heating, but 
these arc not priority requirements in 
the rural areas of India. Viable solar 
devices have yet to be developed for 
domestic cooking and agricultural pump¬ 
ing. The prospects for cost reductioi^M 
in photovoltaic devices is blight, but 
even then their use will be limited to high 
value applications. 

The bio-gas technology is well esta¬ 
blished. Here the limitation is that only 
the rich farmers can afford to instal 
family owned bio-gas plants. Large size 
community bio-gas plants can, theoreti¬ 
cally. meet the energy needs of the entire 
village community, but these raise pro¬ 
blems of gas distribution, management 
and institutional arrangements for operat¬ 
ing them in the socio-economic milieu 
which obtains in the rural areas. Wind 
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energy could be another resource, but not 
enough data are available regarding the 
“'“tvind regime in different areas; its vari- 
ablenese is another limiting factor. Tidal 
energy, wave energy and other marine- 
based technologies are not consider(;d to 
be of any significance in the near or 
medium term. 

In brief, the position is that while the 
renewable energy technologies have high 
long-term importance and potential, the 
energy contribution which they can make 
the next 20 years will be limited. 

As in any sector, pricing can be an 
effective policy instrument both for 
demand management and for achieving 
the desired interfuel substitution. Ac¬ 
cording to o;thodox economics, the price 
of any form of energy must reflect its 
long run marginal cost. In the case of 
non-rcncwable forms of energy, the 
price should also take into account the 
element of scarcity or exhaustib lity. In 
practice, thc.se must be tempered by 
considerations of equity and welfare in 
^^^ect of energy uses for essential pur- 
^poses by the poorer segments of society. 

Oil Pricing 

To look at oil first, it is pertinent to note 
that domestic oil is not priced at inter¬ 
national levels. While the average price 
of imported oil is in the neighbourhood 
of S38 per barrel, domestic crude (taking 
on-shore and off-shore production toge¬ 
ther) is priced at between $6 and $7 per 
barrel. Since the problem of scarcity is 
imminent in the case of oil, the question 
whether the price of domestic oil should 
not be on par with that of imported oil, 
iMlterits serious consideration. No doubt, 
if this were to be done in one go, there 
would be ramifying effects on prices all 
round. Nevertheless, since containment 
of oil demand has become an imperative 
necessity, this issue cannot be deferred 
indefinitely. This should not be taken to 
mean that cross subsidisation between 
different petroleum products, in order to 
minimise the impact on the vulnerable 
sections of society, should not be re¬ 
sorted to. 

Coal and electricity arc, viewed from 
Ihmy' angle, under-priced in our country. 
It may ^ that there are inefiicieocies in 
the industries, and certainly^ the con-^ 
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sumer cannot be expected to pay for such 
inefficiencies. But the problem today is 
that even after making due allowances, 
the return on investment is either negligi¬ 
ble or negative. Specially in the power 
sector, where investments are massive, the 
inability of the industry to generate a 
sizeable proportion of its capital require¬ 
ments, has already begun to reflect itself 
in a slow down of investment, which will 
have serious long term repercussions. 

The question of prices affects new 
energy technologies in a different way. In 
the rural areas, as several studies have 
shown, most of the fuel consumed for 
household purposes i.s collected free of 
cost. This poses a serious problem to 
the induction of new energy technologies. 
There is a ho the apprehension that if a 
supply system were such that only the 
richer families could afford to take 
advantage of it. the socio-economic in¬ 
equities which obtain in rural India will 
aggravate. Thus, any new technology, if 
it is to be accepted widely, would have to 
take special care of the energy needs of 
the poorer section , of the people. 

Energy pricing has a direct bearing on 
the cost effectiveness of measures for 
energy conservation. The pricing policies 
as well as the sellers’ market which has 
prevailed so far, have not provided the 
necessary incentive to industry to take 
necessary measures to minimise energy 
consumption. From this point of view 
also, the structure of energy pricing 
merits immediate attention. 


India is not generously endowed wit^ 
energy resources. Even for exploiliiilfS 
whatever we have, availability of comV^ 
mensurate investment funds is becomftlgi'^ 
more and more problematic. Wc rnust^ 
without question, lake more vigorouai 
action for energy conservation and-l 
management of the oil demand. We mus^ 
also intensify our effoit in the area of i 
renewable energy technologies. Even then v 
there can be no doubt that wc shall ' 
continue to depend heavily on conven* * 
tional fuels for the next 20 to 30 years. - 
The requirement of oil will register a i 
continuous increase; the strain on « 
balance of payments will grow further. | 
This is a grim prospect which India faces 1 
along with other oil importing develop- ] 
ing countries, if I fie industrialised and \ 
the oil exporting countries do not come | 
to their aid, there will be no hope of ^ 
evolving a neW' international economic 
order which is a little more equitable and 
socially just. 

The trend of discussions in the inter¬ 
national fora in the recenl months ha.s ! 
not been particularly encouraging. In 
fact, there is a hardening ol‘attitudes and 
a weakening of interest in the future of ; 
the I’hird World, 'fhe energy problem is 
highly complex; the perception of the . 
different countries vary and their interests 
can also conflict with one ant>ther. Un¬ 
less, perhaps motivated by enlightened 
sclfinterest, workable solutions arc 
evolved, programmes designed to lift large 
masses of people above the poverty line 
will be in jeopardy. 
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India is primarily an apjicultural 
country. The apricuUiiral sector con¬ 
tributes nearly half of the national 
product, provides employment to about 
three-fourths of the population and 
supplies raw materials u> the ii’dustrial 
sector. The pace of development in 
this sector sets a limit to the p:rowlh 
of industry, of export, and of the 
economy as a wludc and constitutes 
a major conditir'n i\>r achieving, eco¬ 
nomic and social stability ai’d im¬ 
proving the levels of living siandarcis 
and niilrilional requirements for the 
Indian masses. 

Transforming traditional agriculture 
in order to achieve a rapid rale of 
growth in the agricultural commo¬ 
dities has been <Mie of the ma jor pre¬ 
occupations of our planners and agri¬ 
cultural scientists since the launching 
of first five-year Plan. The major 
thrust of the planned clTv its has been 
concentrated on improving the pro¬ 
ductivity of foodgrains. The intro¬ 
duction of new high-yielding varieties 
of .seeds during the m.id-Sixties ushered 
a new ora of change and progress in 
our agricultural re.search particularly 
in the crop husbandry of cereals. 

In order to assess the progress of agri¬ 
cultural development by crops and by 
regions, a study cT the rate of growth 
is impi'rlant and useful in locating the 
weaknesses in the existing dcvelop- 
rucntal programmes. Several authors 
had examined the trends of yield rates 
of rice and wheat during the different 
five-year Plan pcricds. But apart 
from rice and wheat, jmvar, mai/c and 
bajra are the other im.portant cereal 
crops. Together, they cover approxi¬ 


mately 32 per cent of the total area 
under cereals and contribute nearly 
20 per cent to the total cereal pro¬ 
duction in the country. Though these 
crops are generally considered coarse 
grains, they provide extrem.cly nourish¬ 
ing food to the poor millions. 
They arc also gaining importance as a 
source of animal and poultry feed and 
industrial raw laaterials due to the 
satisfactory pri^duction of the prin¬ 
ciple cereals, viz., rice and wheat. 

Keeping in view their economic 
importance, an attempt is m.adc in 
this article to study the trends in the 
yield rales of the these crops during 
the peried 1^68-69 to 1978-79. The 
main feature is a comparative study 
of growth rates of thc.se crops in their 


respective important growing States 
during the fourth and the fifth Plan 
periods and over the third Plan. 

The data required for the present 
study was obtained from the Director¬ 
ate of Economics and Statistics, Minis¬ 
try of Agriculture, Governm.cnt of 
India. As crop production is subject 
to cyclical fliiclualions, a comparison 
of the productivity during two in¬ 
dividual years would not normally 
give a correct picture of the under¬ 
lying secular trend. So these fluctua¬ 
tions were eliminated by fitting a 
straight line trend of the form y= 
a 4 bt, where y represented the pro¬ 
ductivity index (with base 1968-69 = 
100) and t denoted lime. The value 
of b in the linear equation represents 


Table 1 

Initial and Final Year Trend Values of Jowar Yield (in quintals) Per Hectare and 
Percentage Rate of Growth 


Stale 


Trend value 


J 968-69 1978-79 


Growth 
rate per 
annum 
(in per¬ 
centage) 


Signi¬ 

ficance 


Relative contri¬ 
bution of area to 
total area under 
jowar (averaged 
over 1974-75 lo 


1977-78) 

Andhra Pradesh 

4.31 

5.62 

2.66 

n.s. 

14.5 

Gujarat 

2.49 

5.C6 

13.00 

** 

6.3 

Haryana 

2.41 

1.^6 

—3.65 

n.s. 

1.1 

Karnataka 

5.91 

9.35 

6.46 

** 

12.0 

Madhya Pradesh 

6.43 

7.27 

1.25 

n.s. 

J2.5 

Maharashtra 

3.41 

7.14 

6.62 

* 

39.5 

Rajasthan 

3.07 

3.94 

4.14 

n.s. 

4.7 

Tamil Nadu 

6.91 

9.31 

3.42 

* 

4.5 

Uttar Pradesh 

5.34 

7.42 

3.78 

n.s. 

4.3 

All India 

4.42 

7.07 

5.08 

** 

100.0 


The I'uihors . re ass eiatiil with Ihc Indian 
Agricuhiirjl Ro,>.e:uvh Institute, 

New OJihi. 


* Indicates significance at five per cent level; ♦♦Indicates significance at one - 
per cent level; N.S. Not Significant. 
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the slope of the line and gives an 
^ estimate of linear growth rate per 
annum. The fitted trend line gave 
trend values for any year. 

Thus, the trend values were com¬ 
puted for the initial and end-years 
and the variation in productivity in 
different States as well as the all-India 
average was examined on this basis. 
The results for jowar, maize and 
bajra arc presented in Tables 1, III 
&’V respectively. Again to study 
the impact of the Plan efforts in ir.i- 
®proving the productivity of these 
crops, the analysis of variance tech¬ 
nique was utilised. The variation bet¬ 
ween the yield rates of pre-fourth 
Plan (1968-69), fourth and fifth Plan 
periods was tested against the varia¬ 
tion between years within Plan period. 
These results in respect of jowar, 
maize and bajra are presented in 
Tables II, JV & VI respectively and 
are discussed in the succeofiing 
Section. 

Statistical Analysis of Jowar 


about 13 per cent and 6.5 per cent 
annua] increase, respectively. The 
annual growth rates in productivity 
registered by the States of Maha¬ 
rashtra and Tamil Nadu are significant 
at five per cent level of significance. 
The Stales of Andhra Pradesh, Madhya 
Pradesh, Rajasthan and Uttar Pradesh 
have exhibited positive but only margi¬ 
nal growth rales which arc not signi¬ 
ficant. Haryana has shown a nega¬ 
tive growth rale which is also not 
significant. The lowest productivity 
is recorded by Haryana, followed by 
Rajasthan, Andhra Pradesh and Guja¬ 
rat. The productivity in these Stales 
has continued to be lower than the 
all-India average. 

The relative importance of the 
States according to the coverage of 
crop area under jowar is given in the 
last column of the Table I. It may be 
Seen that the States covering about 
62 per cent of jowar area in the coun¬ 
try have indicated significant annual 
growth rale in the productivity during 
the period under study. 


The average quinquennial yields for 
pre-Fourth Plan, fourth Plan and the. 
fifth Plan periods are given in Table 
II for various States. 

This table reveals that the average 
yield during the fourth Plan went below 
the level of pre-fourth Plan (1968-69) 
average at all-India level. The fall 
in the average yield is mainly contri¬ 
buted by the Stales of Andhra Pradesh, 
Madhya Pradesh and Maharashtra, 
though the reduction in these States 
as well as all-India is not significant. 
The remaining States have shown an 
increasing trend during the fourth 
Plan, as compared to the 1968-69 
average. During the fifth Plan period, 
the average yield of jowar has re¬ 
gistered a significant increase at all- 
India level as well as in all the im¬ 
portant States. 

The productivity during the fifth 
Plan at all-India level is observed to 
be about 6.7 quintals per hectare and 
the Slates of Tamil Nadu, Karnataka, 
Madhya Pradesh, Uttar Pradesh and 
Maharashtra h;uc registered higher 


Next to rice and wheat, jowar is 
the third most important cereal crop 


Table II 


in the country, both in terms of area Quinquennial Average Yields (ia quintals) Per Hectare of Jowar in Different States 

and production. This crop covers fourth and Fifth Five Year Plans 

about 16 per cent of the total cropped __ __ ___ _ __ __ . ___. 


area contributing about 10 per cent 

Pre 4ih 

4th Plan 

5th Plan 

SB of 

SL of 

Signi¬ 

of the total output of the cereals in 

Plan 

1969-70 

1974-75 

difference 

difference 

ficance 

the country at present. The important 

1968-69 

to 

to 

loi com¬ 

for com- 

of bet¬ 

States producing this crop arc Maha¬ 


1973-74 

1978-79 

parison 

ixirison 

ween 

rashtra, Karnataka, Andhra Pradesh 




between 

between 

Plan 

and Madhya Pradesh. The crop is 




pre-4th 

4th and 

periods 


also grown on a minor scale in the pjiin & 5th Plan 


States of Tamil Nadu, Gujarat, Uttar 
l^radcsh, Rajasthan and Haryana. 

The growth rate of the productivity 





4lh or 

5th Plan 
periods 

periods 


z 

1 

of jowar has been worked for various 


—_ — 

— 

--- - 

. — - 

. - — 

- - 

1 

States from the year 1968-69 to 1978- 

Andhra Pradesh 

4.93 

4.45 

5.49 

0.7644 

0.4392 

n.s. 

I 

79 are presented in Table 1. 

Gujarat 

2.44 

3.42 

5.05 

0.9660 

0.5553 

* 


Table I reveals that at the all-India 

Haryana 

1.24 

2.66 

1.90 

0.4141 

0.2379 


4 

level, the productivity of jowar has 

Karnataka 

5.33 

7.17 

8.54 

1.3237 

0.7605 

n.s. 

4 

♦ 

registered an annual growth of about 

Madhya Pradesh 

6.69 

6.43 

7.30 

0.9768 

0.5612 

n.s. 

K 

five per cent during the period of 

Maharashtra 

5.64 

3.66 

6.83 

1.2048 

0.6922 


j 

eleven years from 1968-69 to 1978-79. 

Rajasthan 

2.11 

3.55 

3.73 

0.7902 

0.4540 

n.s. 

t 

This increase is highly significant. 

Tamil Nadu 

7.03 

7.82 

8.61 

1.2749 

0.7325 

n.s. 

t 

The major contributions for the in¬ 

Uttar Pradesh 

5.50 

6.03 

6.92 

1.2887 

0,7404 

n.s. 

i 

creased growth rate are made by 
*"tlujarat and Karnataka, registering 

All India 

5.23 

4.88 

6.70 

0.5655 

0.3249 


I 
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productivity than that of the all-India 
level. During the fourth Plan period, 
the States of Tamil Nudu, Karnataka, 

Madhya Pradesh and Uttar Pradesh 
have indicated higher productivity than 
that at the all-Fndia level. Maharashtra 
recorded a large doclijie during this 
period mainly because of persistent 
drought during 1971-72 and 1972-73. 


Table III 

Initial and Final Year Trend Values of Maize Yield (In quintals) Per Hectare 
and Percentage Rate of Growth 


Stale 


Trend value ’ 


1968-69 1978-79 


Statistical Analysis of Maize 

In terms of total output, mai/e is 
the fourth most important cereal crop 
in the country next only to rice, wheat 
and jowar. It contributes about six 
per cent to the total cereal production 
by occupying about 5.8 per cent of 
the total land under cereals. The 
nuijor States growing mai/e are Uttar 
Pradesh, Bihar, Punjab, Rajasthan and 
Madhya Pradesh. I'ho other States 
which produce good quantities of 
maize arc Mimachal Pradesh, Jammu 
and Kashmir, Karnataka, Andhra 
Pradesh and Gujarat. Kaistha ot al. 
(1975) examined the trends in yield 
rates of maize crop over a period of 
16 years from 1950-51 to 1965-66 
with the objective of studying the im¬ 
pact of the first three fi\e year Plans 
on the yield rates of this crop covering 
important maize growing States only. 

The analysis revealed that Madhya 
Pradesh showed a steady increase 
during all the three Plans. Bihar 
recorded significant increases in yield 
rates during the second and third 
Plan periods, while Rajasthan showed 
signiiicant increases during the first 
and third Plan periods. Uttar Pra¬ 
desh recorded depression in yield 
rates during first and second Plan 


Growth 
rate per 
annum 
(in per¬ 
centage) 


Andhra Pradesh 12.09 13.82 1.58 

Bihar 8.29 10.04 1.64 

Gujarat 11.48 8.64 —5.24 

Himachal Pradesh 17.78 16.73 —0,53 

Jammu & Kashmir 13.08 12.78 —0.23 

Karnataka 27.35 30.98 1.69 

Madhya Pradesh 7.51 9.63 3.74 

Punjab 15.55 14.80 -0.38 

Rajasthan 6.24 8.57 2.98 

Uttar Pradesh 8.38 6.89 —2.15 

All-India 10.21 10.79 0.58 


Signi- Relative contri- 

ficance bution of area to 

total area under 
Maize (averaged 
over 1974-75 to 
1977-78) 

n.s. 5.0 

n.s. 15.0 

n.s. 4.6 

n.s. 4.6 

n.s 4.6 

n.s. 2.7 

n.s. 11.2 

n.s. 8.9 

n.s. 12.4 

n.s. 23.4 

n.s. 100.0 


Table IV 

Quinquennial Average Yields (in quintals) Per Hectare of Maize in Different 
States for Fourth and Fifth Five Year Plans 


State 


Pro-4th 

4lh Plan 

5th Plan 

S.E. of 

SE of 

Signi¬ 

Plan 

1969-70 

1974-75 

difference 

difference 

ficance 

1968-69 

to 

to 

for com- 

for com¬ 

be¬ 


1978-79 

1978-79 

piirison 

parison 

tween 




between 

between 

Plan 




pre-Plan 

4th and 

periods 




and 4th 

5th Plan 





or 5lh 

Plan 

periods. 

periods 



periods. At the all-India level, the in¬ 

Andhra Pradesh 

10.95 

12.43 

13.87 

2.7941 

1.6053 

n.s. 

crease in yield rates was the highest 

Bihar 

10.64 

8.38 

9.67 

3.0407 

1.9194 

A.s. 

during the first Plan being 1.79 q/lui. 

Gujarat 

5.41 

11.98 

9.16 

5.0443 

2.8981 

n.s. 

followed by increases of 1.31 and 

Himachal Pradesh 

19.83 

16.51 

17.51 

1.8340 

1.0537 

n.s. 

1.22 q;hu during the third and second 

J & K 

13.31 

13.24 

13.35 

1.18J7 

0.6789 

n.s. 

Plan periods. 

Karnataka 

2J.43 

31.47 

28.48 

6.0032 

3.4491 

n.s. 

Under the present study, the growth 

Madhya Pradesh 

5.67 

8.45 

9.3J 

1.8982 

1.0906 

n.s. 

rate of the productivity of maize has 

Punjab 

15.59 

15.09 

15.01 

1.8929 

1.0875 

n.s. 

been worked out for various States 

Rajasthan 

7.83 

6.34 

8.36 

2.7864 

1.6009 

n.s. 

from the year 1968-69 to 1978-79 and 

Uttar Pradesh 

6.91 

8.40 

6.99 

1.8991 

1.0911 

n.s. 

prosenicd in Table 111. 

AlHndia 

9.97 

10.41 

10.61 

1.3734 

0.7890 

n.z. 


It may be observed from table 
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Ill that at all-India leval, tho in¬ 
crease in the annual growth rate of 
productivity was only 0.6 per cent 
from 1968-69 to 1978-79 which was 
not quite significant. This was due 
to the fact that there was downward 
trend in the productivity in the Stales 
of Oujarat» Himachal Pradesh, Jammu 
and Kashmir, Punjab and Uttar Pra¬ 
desh. Other States indicated some 
positive increase during the period 
^ but tho increase was not statistically 
significant. The relative contributions 
of the States according to area under 
maize are given in the last column of 
Table III. 

It may be seen that the States having 
about 46 per cent area of maize in 
the country have indicated downward 
trend during the period. 

The average quinquennial yield of 
maize for the year 1968-69, the fourth 
Plan and the fifth Plan periods is 
,.-given in Table IV. 

Table IV reveals that the average 
yield at all-India level has gone up 
during the fourth Plan period as 
compared to pre-fourth Plan (1968-69) 
and also during the fifth Plan period 
as compared to fourth Plan and pre¬ 
fourth Plan periods, but this increase 
is not statistically significant. The 
analysis of the productivity between 
different Plan period in a State also 
reveals that none of the States have 
shown statistically significant increase 
in the yield rate of maize, crop during 
the fourth and the fifth Plan periods. 

The major maize producing States 
of Bihar, Madhya Pradesh, Rajasthan 
and Uttar Pradesh have continued to 


The growth rate of productivity of 
bajra is presented in Table V for 
all the States growing the crop 
from tho year 1968-69 to 1978-79. 


It is seen from this table that thea»;;| 
is a slight increase in the trend of pro* | 
ductivity of bajra at the all-India level 
during the period 1968-69 to 1978-79. ;i 


Table V 

Initial and Final Year Trend Values of Bajra Yield (in quintals) Per Hectare and 
Percentage Rate of Growth 


Trend Value 


1968-69 1978-79 


Growth Signi- 
ratc per flcance 
annum 
(in per¬ 
centage) 


Relative contri¬ 
bution of area 
to total area 
under Bajra 
(averaged over 
1974-75 to 
1977-78) 


Andhra Pradesh 

4.30 

6.04 

4.28 

n.s. 

5.3 

Gujarat 

6.05 

8.36 

4.73 

n.s. 

14.0 

Haryana 

6.35 

4.08 

-6.64 

n.s. 

8.4 

Karnataka 

3.64 

5.56 

6.14 

n.s. 

4.7 

Madhya Pradesh 

5.89 

6.43 

1.09 

n.s. 

1.6 

Maharashtra 

2.97 

3.46 

1,55 

n.s. 

16.4 

Rajasthan 

2.45 

2.73 

2.55 

n.s. 

35.0 

Uttar Pradesh 

7.52 

7.68 

0.27 

n.s. 

6.8 

Tatnil Nadu 

5.93 

8.71 

4.42 

♦ ♦ 

4.0 

All-India 

4.19 

4.76 

1.80 

n.s. 

100.00 


Table VI 

Quinquennial Average Yields (in quintals) Per Hectare of Bajra in Different States 
for Fourth and Fifth Five Year Plans 


Pro-4th 

Plan 


4th Plan 
1969-70 
to 

1973-74 


5th Plan SE of 
1974-75 differen 
to for con 
1978-79 parison 


SE of SE of Signi- 
difference difference ficance 
for com- for com- between 
parison parison plan 
between between periods 
prc-4th 4th and 
Plan and 5th Plan 
4th or periods 
5lh Plan 


plan 

periods 


show low productivity of tho crop 
compared to all-India average during 





perieds 



these Plan periods. This suggests that 

Andhra Pradesh 

4.06 

4.90 

5.66 

1.0466 

0.5994 

n.s. 

impact of efforts in the fourth and 

Gujarat 

4.88 

7.41 

7.46 

2.2623 

1.2998 

n.s. 

tho fifth Plan periods was not 

Haryana 

3.44 

6.89 

3.88 

J.6365 

0.9402 

* 

adequate to raise the yield level 

Karnataka 

3.13 

4.29 

5.00 

1.0409 

0.5980 

n.s. 

of maize in most of the States 

Madhya Pradesh 

4.93 

6.74 

5.82 

1.4099 

0.8101 

n.s. 

of the country. 

Maharashtra 

3.16 

3.00 

3.43 

0.8871 

0.5097 

n.s. 

Statistical Analysis of Bajra 

Rajasthan 

1.10 

3.04 

2.44 

1.3964 

0.8023 

n.s. 

Uttar Pradesh 

5.50 

6.98 

6.52 

1.0491 

0.6028 

n.s. 

Bajra is the fifth important cereal 

Tamil Nadu 

6.30 

6.91 

7.94 

1.3244 

0.7609 

n.s. 

crop ill the country. It is mostly 
grown under unirrigated condition. 

All-lsdia 

3.15 

4.75 

4.46 

1.1372 

0.6534 

n.s. 






^ This increase is very meagre and it is 
not statistically significant. The State 
of Haryana has registered a decreas¬ 
ing trend during the above period. 
The annual growth rate of productivity 
is observed to be highest in the State 
of Karnataka which is about six per 
cent. The States of Rajasthan, Maha¬ 
rashtra and Gujarat contribute for 
about 66 per cent of the total area 
under bajra in the country. 

The quenquennial average yield of 
bajra during the pre-fourth Plan 
(1968-69), the fourth and the fifth 
Plan periods is presented in Table 
VI for ditt'erent States. 

It is observed from this table that 
average productivity of bajra has gone 
down at the all-India level during the 
fifth Plan as compared to the fourth 
Plan achievement in productivity. 
During the fifth Plan period, the States 
of Haryana, Maharashtra and R.ajas- 
than have exhibited lower yield rates 
than the yield rates at all-India level. 
L*# These three Slates cover about 60 
per cent area under bajra in the coun¬ 


try. The productivity of this crop 
in the fourth Plan has shown an im* 
provement over 1968-69 averages in 
all the States except Maharashtra. The 
States of Karnataka, Maharashtra and 
Rajasthan have exhibited poor pro¬ 
ductivity during the fourth Plan period. 

The data on area and productivity 
of jowar, maize and bajra have been 
analysed from the year 1968-69 to 
1978-79 for various States in order to 
find out the impact of the fourth and 
the fifth Plans on these crops. In 
case of jowar, an annual significant 
increase of about five per cent has 
been observed in the productivity at 
all-India level during the period of 
eleven years. This indicates that 
Plan eftbrts have succeeded in increas¬ 
ing the productivity of jowar. The 
States of Gujarat, Karnataka and 
Maharashtra have shown much better 
performance as compared to other 
states. Comparing the productivity 
of jowar between the fourth and the 
fifth Plans, it is observed that the 
fifth Plan performance has been belter 


than that of the fourth in most of the ^ 
States. t 

The productivity of maize and bajra J 
had not shown any significant increase t 
due to Plan efforts. During the period % 
under study, an interesting change in t 
the cropping pattern has been t 
observed in most of the States pro- J 
ducing maize and bajra. These crops 
have been replaced by paddy or jowar 
in some pockets whore new irrigation 
facilities have accrued. Maize and 
bajra are mostly grown under un¬ 
irrigated conditions and the produc¬ 
tivity of these crops depends on rain¬ 
fall. 
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Gujarat re-defines 'Pioneer Units' 
to the advantage of entrepreneurs... 

and offers 

unmatched sales tax incentives up to 
90% of fixed assets, 
without any amount ceiling 



Yes I Gujarat now offers a big 
bonus-90% of Fixed Assets as 
Sales Tax exemption/ 
deferment to every Pioneer 
Unit. What's more>there 
is no ceiling limit. This means 
additional money without 
interest for larger working 
capital. 

Come I Be a Pioneer in Gujarat. 
Set up your unit with Fixed 
Assets of Rs. 50 lakhs or with 
at least 100 permanent, 
employee. Set up this unit 
just 24 kms away (that's 
close) from National Highway 
8 stretching from the entry 
poiiit in Guiarat (from 
Maharashtra) upto 
Ahmedabad. Or just 8 kms 


away from the National 
Highway 8, 8a and 8b running 
from Ahmedabad to the North 
(Delhi route) and to the West 
(Porbandar and Gandhidham 
route). 

This results in easy access to 
markets and infrastructural 
facilities. Besides this, 
depending upon the location, 
your unit will be entitled for 
Cash Subsidies. And you will 
form a part of the country's 
fastest developing industrial 
belt. Gujarat. Now an 
industrial paradise for Pioneer 
Units. 

Hurry I Only the first 3 units in 
each location qualify.as Pioneer 
Units. 


GIDC 

GSFC 

GIIC 

GSIC 


Gujarat Industrial 
Development Corporation 

Gujarat State 
Financial Corporation 

Gujarat Industrial 
Investment Corporation 
Gujarat Small Industries 
Corporation 


wheels that geai 
industrial growth 
^ in Guiarat 


For further details please contact 
The Development Officer 


Industrial Extension Bureau 

Nanalal Chambers. 1st floor 
Ashram Road Ahmedabad 380009 
Tel 77542. 77268 Telex INDI 229 


SiHipi 2-GC IMI A 2 




In the Nation 


Of APPLEs and Satellites 


-On June 19, a little after six in the 
evening India took another faltering step 
into the space age. It’s APPLE satellite, 
along with Europe’s METEOSAT weather 
satellite, was put into orbit by the Euro¬ 
pean Space Agency rocket, Ariane. 

APPLE, which weighs 673 kgs is ex¬ 
pected to bring about radical changes in 
India’s communication system—if it 
works properly. There are signs that it 
may not be quite doing that. The first 
major snag to arise, four days after the 
launch, has been the jamming of one of 
the solar panels. The panel is one of 
the two US built ones which arc to sup¬ 
ply power to the spacecraft. 

With this launch, India has become the 
fifth country in the world to acquire cap¬ 
ability in building and orbiting three axis 
stabilised conimuniealion satellites. The 
other four arc the USA, USSR, France 
and Canada. 

Hope for Cricket Fans 

If the satellite comes out of its present 
difficulties, it will attain a geoslationcry 
position and the C-Band antennae will 
be made to point continuously towards 
the beam centre near Nagpur. Once 
the satellite is made operational, ISRO 
; and P&T arc expected to commence their 
i experiments. ISRO will conduct techni- 
j cal experiments, while the P&T uses 
I APPLE for expcrjincntal communica¬ 
tion. Doordarshiin may also use the 
satellite for natioiuvjde telecasting—there 
is hope for cricket fans yet. 

I India is still a long way from building 
i launch vehicles powerful enough to carry 
■ satellite into iransfci orbits. Put that is 
' more a question of rocketry than techni- 
I cal sophistication. As such, India can 
i, feel justified in allowing itself a gentle 
bpat on the back. By succes.sfully carrying 
amt the most intricate manoeuvre of boosl- 
; ing the satellite from an elliptical into 
: a near circtilar orbit, Indian scientists 


and engineers have restored public con¬ 
fidence. 

APPLE may not do to India what 
COLUMBIA did for America but the 
country is now four steps away from the 
beginning. All in all, a jolly good show. 


Sickness in Industry 


Anew' policy appears to be in the oiling 
in regard to preventing industrial sick¬ 
ness and taking over of sick units by the 
GvWernmcnt. In a comprehensive state¬ 
ment, to be considered shortly by the 
Union Cabinet, the Ministry of Industry 
has recommended that units employing 
over 1,000 persons or having investment 
of two crorcs of rupec.s or more in fixed 
assets should be straightaway nationa¬ 
lised in case the Reserve Bank, financial 
institutions or the State Governments con¬ 
cerned are unable to contain their growing 
sickness. This will, however, be subject 
to three considerations : (i) the line of 
production is critical to the economy; (ii) 
the unit has been functioning as mother 
unit with large ancillary linkages; and (iii) 
its closure would cause substantial dis- 
kjcation and unemployment which would 
not be possible to be tackled through 
arranging t»f alternative jobs to workers 
in the foreseeable future. 

The ministry, however, has cautioned 
that it will not be desirable to nationalise 
a unit which inherently is not viable. It 
would, therefore, be necessary that the 
administrative ministry concerned satis¬ 
fies itself, before decision on nationalisa¬ 
tion is taken, that the unit is capable of 
being made viable. Regarding proposals 
received from State Governments, the 
policy will be applicable mutatis mutandis. 
Only if a State Government is prepared 
to nationalise an industrial unttertaking 


under its legislative powers, will the 
Department of Industrial Development 
consider the take-over of its management 
for a maximum period of six monthsjj 
during which the formalities concerned^ 
with nationalisation should be completed. 

Regarding units the management of 
which has already been taken over under 
the Industries (Development and Regu¬ 
lation) Act, it has been suggested that 
administrative ministries should take a 
final decision within a period of six 
months whether to nationalise the unit or 
denotify the management at the expiry of 
this period. Alternatively, administrative 
ministries can consider the possibility of 
a private sector unit taking over the sick n 
unit either through amalgamation or by 
purchase. 

Poaitiv# Maasuras Lacking 

The Ministry feels that it has been the 
general experience that, after taking over 
the management of a sick unit, the ad¬ 
ministrative ministries or authorised 
persons have not taken any positive 
measures towards rehabilitation. The 
options generally open in the case of such 
units arc : (i) denotification of manage¬ 
ment followed by liquidation of the 
company; (li) sale of the undertaking as ^ 
a running concern; (iii) reconstruction of 
liabilities with the permission of the 
High Court; and (iv) nationalisation of 
the undcrtiiking cither through acquisi¬ 
tion of assets or of equity. 

The Ministry points out that all these 
are not really effective propositions. An 
attempt to ^notify the management and 
force the company into liquidation is 
resisted by w orkers and also State Govern¬ 
ments. There has not been a single case 
where reconstruction programme has 
been effectively implemented. Further, ^ 
approval of High Court is needed for 
various matters and the interested parties 
are able to block reconstruction 






through recourse to courts This leaves 
Rationalisation as the only worthwhile 
option. The ^odner it is effected, the 
better it is. The Ministry is of the view 
that the resources which are ploughed 
into sick industrial undertakings by banks, 
the Industrial Reconstruction Corpora¬ 
tion or State Governments after the take¬ 
over of the management of the sick units 
could be better utilised. Instead of meet¬ 
ing the cash losses of units, they could 
well be spent in acquiring their assets 
straightaway when, in fact, the under- 
Rtaking is to be nationalised ultimately. 

Preventive Measures 

Referring to preventive action that can 
be taken against sickness, the Ministry 
has outlined a number of measures. These 
inc’udc ; 

(i) Banks and financial institutions 
should be advised to strengthen the moni¬ 
toring system so that it is possible for 
them to take corrective action to prevent 
incipient sickness. 

^ (ii) As soon as banks or financial insti¬ 
tutions become aware of definite signs of 
sickness, the necessary corrective action 
should be initiated, based on a diagnostic 
study undertaken by banks and financial 
institutions. 

(iii) Financial institutions should be 
closely involved in those units which are 
showing signs of sickness. 

For this purpose, financial institutions 
—in particular the Industrial Develop¬ 
ment Bank of India—should consider the 
feasibility of creating a cadre of profes¬ 
sionals who should be entrusted with the 
^management and direction of such units 
in which the financial institutions have 
already made substantial investments. 
These institutions should promptly bring 
to the notice of the Union Government 
or the State Government concerned cases 
where rationalisation of labour strength 
and wages and infrastructural inputs arc 
required. The Department of Industrial 
Development would take up the matter 
with the concerned Union Ministries 
or the State Governments. 

Where the financial institutions and the 
^ banks apprehend that the sickness of the 
unit cannot be prevented, they should 
give timely information to the Depart¬ 
ment of Industrial Development which 


will refer the matter to the administrative 
ministry. That ministry may, in consulta¬ 
tion with the Department of Industrial 
Development, decide whether the unit 
should be nationalised. 

Where it is decided to nationalise a 
unit, the management should be taken 
over for a maximum of six months. Such 
action will be after complying with the 
provisions of Sections 18-A, 18-AA and 
18-FA of IDRA, keeping in view the 
principles of “natural justice*'. 

Where it is decided not to nationalise, 
banks and financial institutions should be 
informed immediately so that they may 
proceed to deal with the matter in accor¬ 
dance with normal banking procedures. 
The same procedure should be followed 
in respect of units where proposals are 
received from State Governments, workers’ 
unions, members of Parliament and 
others. 

The Ministry of Industry is of the view 
that the administrative mini.stries also 
have a specific responsibility for preven¬ 
tion and cure of sickness. They should 
play a pivotal role in monitoring sickness 
and co-ordinating action for revival and 
rehabilitation of sick units. 

Waiting to Go 
Underground 

Dr V.G. Rajadhyaksha’s comments on 
the Calcutta metro railway project have 
raised an interesting controversy. In a 
paper submitted recently for the UN 
Environment Programme, the former 
Member of the Planning Commission 
described the underground railway pro¬ 
ject as an “economic folly". He said 
that the project would cost about Rs 600 
crores and that it was likely to lose over 
Rs 20 crores annually because of the 
uneconomic freight structure. It would 
take 10 years to complete and. by that 
time, the factors attracting people to 
migrate to Calcutta would still remain as 
strong as ever. Roads in Calcutta would 
continue to be acutely congested. He 
said that this kind of planning showed 
a laqk of an environmental-cum-economic 


approach. In his view, the money being 
spent on this project could have been 
better utilised to construct and subsidize 
an entirely new city which would provided 
a solution to Calcutta’s problem of en¬ 
vironmental decay. 

The General Manager of the Calcutta 
Metro railway, Mr l\V. Narayanaswami, 
expressed surprise at the remarks of 
Dr Rajadhyaksha and pointed out that it; 
was premuture to think of the fare 
structure at present since the railway 


R. J. Venkateswaran 
writes from Calcutta 


would be completed only by about 1985. 
He said that the flue would be decided 
on the basis of the ciicuinstanccs pre¬ 
vailing at the time of its operation. He 
also disclosed that all over the world 
such railways were nr>t running at l 
profit. This kind of traffic is meant 
mainly for the poor and so it is bcinf 
subsidised in several countries, including 
the USA and Japan. He agreed that thi 
money spent on this project could hav» 
been utilised in building a new city, bu 
he said that this would not help to ea$< 
Calcutta's congestion. 

There is, of course, much force ii 
Dr Rajadhyaksha’s criticism. But a 
this stage what useful purpose will b* 
served by pointing out that the mone. 
should have been used to build a ne> 
city? What is now more important is t 
ensure that the project is complete 
quickly and smoothly. Normal life i 
the city has been severely dislocate 
because of extensive digging operatior 
and it is, therefore, all the more unforti 
nate that its progress is being hamperc 
seriously by labour tniuble and disputi 
over payment to contractors. It wt 
recently reported that several m^'< 
contractors had suspended work beeau 
of their dilhcultics in getting payment • 
pending bills. Many senior railwj 
engineers also arc said to have bccor 
frustrated due to the lack of a sense 
discipline and seriousness in implementi 
the project. 

Metro railways in many countr 
have conti ibuted significantly not only 
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V/0 "Prommashexport" have more than 

20 years' service in the development of 

over 500 projects in more than 
30 countries. 

Our programme comprises : 

— machine-building, machine-tool 
and tool-making plants: 

— foundries and metal-working plants, 
constructional engineering plants: 
automobile, tractor and farm- 
machinery plants: 

— electrical and radio engineering plants; 

— instrument-making plants and 
watch factories: 

— broadcasting and communication 
radio stations: TV stations. 

TV centres, radio-relay and cable 
communication lines, space and 
troposphere communication stations; 

— automatic control systems for industrial# 
technological processes and units; 

— automatic control systems for air traffic: 

— shipbuilding and repair yards and 


— fish-processing plants, fish-rearing 
stations £r other fishing industry projects; 

— cold stores: 

— sugar refineries; 

— film studios and cinemas; 

— printing houses: 

^ airfields and airports. 

Technical assistance rendered by V/0 "'Prommash- 
export". includes delivery of equipment and 
materials as well as full range of services from 
selection of construction sites to commissioning 
of completed projects. 



address ail anquirias to : 

y/o ProroiiHWlieixport 

18/l,Ovchinnikovsk«ya Mil>.NtOSCOW,11S324 USm 
CabiM ‘.ProfVmwshaxport. MOSCOW Talftx : 411S32: 
T^phoms: 296.61-14. 220-16416 
or 

Tho Office 15T the Cour»s4ior'f6f iconomic Affaire, 

USSR Embesey, New Odbr; 

Taiaphohee; OSTOOiO. ; 





augment the transport facilities but also 
to change the people’s mode of living. 
In France, for example, the urban and 
the regional metros comprise 300 kms 
of track, serve over 400 stations and 
transport nearly five million passengers 
daily. According to a recent issue of 
the bulletin released by the French 
Embassy in New Delhi, “when a Parisian 
is asked what in his mind has most 
changed his living habits over the last 
twenty-five years, his reply is almost 
invariably “the transformations and 
improvements which have been made in 
the mclio system”. In Calcutta also, the 
metro i ail way can play an important 
role in raising the living standards of the 
people if the project is completed quickly 
and operated at a high level of efFicicncy. 

Mr Kedar Panday said, while presenting 
the railway budget for 1981-82, that with 
the higher outlay of Rs 27 crores, the 
progress of construction of the metro 
railway had been speeded up and that 
“on the whole, the work is progressing 
^ satisfactorily”. But, in view of the recent 
developments, the Railway Ministry 
should claiify about the actual progress 
made so far, the nature of the problems 
that hold it up, the approximate time by 
which the project will be completed, and 
the measures proposed to expedite cons¬ 
truction. 


Popular Without 
Power 


In tug recent by-cicetions held in West 
Bengal to one Parliamentary seat and 
eight Assembly scats, the West Bengal 
Pradesh Congress(I) Committee called 
upon the people to record their protest 
against the misrule of the Left front 
Government, by refusing to vote for its 
candidates. The Congress said that the 
present Government was responsible for 
“ruining peace in villages and towns” 
and also for load-shedding, uncertainty 
ap in the educational sphere, “restlessness in 
public life” and “politicking with rec¬ 
ruitments". But the election results 
have shown that this appeal of the 


Congrcss(l) did not make much im¬ 
pact on the public. On the other hand, 
the CPI (M) and its allies have won with 
comfortable majorities. In the Seraniporc 
parliamentary constituency, the CPl(M) 
retained its scat with a mar^iin of over 
96,000 votes. Out of the eight Assembly 
constituencies, the CPRM) secured live, 
namely, Maniktala, Dum Dum. Ja Javpur, 
Kumarganj and Darjeeling, while tlie 
CPI captured the Midnaporc seal. The 
Congress(I) retained Sujaporc and Rharba 
seats with reduced margins. 

It seems therefore that the people are 
not disillusioned with the policies and 
achievements of the Left Front Ciovern- 
ment. It is paiticulaily significanl that 
the power crisis, wh’ch has become more 
acute in rcce^’t uccks, has not pi't)duccd 
an adverse reaction among the electorate. 

Electorate's Reaction 

When the election campaign was going 
on, the daily shortfall in power was of the 
order of 100 MW to 150 MW or even 
more, causing intense hardship to the 
people both in llie districts and in the 
urban areas. The electorate, however, did 
not consider this as a factor against 
which they should protest probably be¬ 
cause they thought that the Left Front 
Government was not really responsible 
for the power shortage op that it w'us, in 
fact, doing its best to improve the situa¬ 
tion and that, in due course, the shortage 
would disappear. The fact that there was 
no viable alternative to ihc Left I ront 
Government might also have prompted 
the electorate in casting their vote. 

The Left Front can now look forvxard 
with confidence to remaining in ofiice 
without fear of being toppled. In fact, 
in the Assembly elections to be held next 
year, it can even hope to be returned to 
power for another five-year term in spite 
of not being able to provide power to the 
people. But this prospect should not lull 
the Left Front into complacency. 

It should pay more serious attention to 
the solution of the power problem by 
making better utilisation of the existing 
installed capacity, by completing the va¬ 
rious on-going schemes according to 
schedule and above all, by enforcing dis¬ 
cipline in labour relations in the power 
plants. The Chief Minister, Mr Jyoli 
Basu, should devote more time to improve 


the day-to-day administration and de 
with the problems relating to the reviv 
of the State's economy. 

Meanwhile, the Congress(l) shou 
learn the appi\»priiitc lessons from tl 
election results. If its leadership can sii 
its petty personal diircrences, it may st 
be possible for it to emerge as a stron 
respectable, and responsible oppositk 
and show a better performance durii 
next general elections to the Assembly. 


Social Forestry 
Takes Off 


Tm GoMknmim has at last acted ( 
the recommendation of the Nation 
Commission on Agriculture which su 
mitted its report in 1976. The Minist 
of Agiicultuic has finalised a scheme 
raise social forestry through mix* 
plantation on common lands and rcfor< 
tation of degraded foicst lands. 

The Committee had adopted t 
following as the objectives of soc. 
forestry: 

1. Fuel wood supply to lural areas ai 
replacement of cowdiing; 

2. Small timber supply; 

3. Fodder supply; 

4. Protection of agiiciillural lai 
against wind, etc.; 

5. Recreational needs of urban dw« 
Icis;. 

Accordingly the scope of the soci 
forestry programme was defined 
include farm foicstry, extension foresti 
reforestation of degraded forests ai 
recreation forestry. 

The Slate Government arc being e 
coil raged to implement the special soci 
fiucstry programme with foreign assi 
tance also. Accordingly during the Six 
Five Year Plan, nine States (Utt 
Pradesh Rs crorcs approx; Gujari 
Rs 60.8 crorcs approx: West Beng; 
Rs 24 crorcs approx: Madhya Prades 
Rs 40 crores approx; Maharashtra. Rs - 
crorcs approx; Orissa, Rs 22.croi 
approx: Tamil Nadu. Rs 45 croi 
approx; Kamataka, Rs 60 crorcs appre 
and Haryana, Rs 28 crores approx.) a 


1 



implement projects worth Rs 356.3 
ores. About half of this amount will 
met from assistance given by three 
^portant international agencies like, 
%orld Bank. USAID and SJDA. 
f In Uttar Pradesh and Gujarat the 
j^oject is being implemented since last 
pjCar, while it is under different stages of 
Implementation in other States. The 
|?amil Nadu projects envisages planting 
j-f approximately 132,0(]0 hectares of 
^.yoodlots in tank fore-shares, establishing 
^^9,200 hectares of woodlots in plains and 
;iopy or hilly porambok lands of the 
ji peal panchayats and other Government 
iepartments. 2,100 hectares of pa'^ture 
; >Iots, 6,000 kms avenue plantation and 
plantations along river and canal banks 
" ind railway lines. It also aims to help the 
aarginal farmers to afforest about 5.000 
icctares of lands to meet requirements of 
uelwood, small timber, fruits and fodder 
' 0 the rural areas. 

, The project will be completed within 
/ive years from now. Pending finalisation 
»f financial assistance from the Swedish 
. nternational Development Agency 
SIDA), the Stale Governments have 
; aken up the activities proposed in the 
' irsl year of the projects which commenc¬ 
'd on April 1. 


‘A Tree for Every Child' 

The social and farm forestry projects 
vill be implemented in 100 selected 
listricts to raise rural fuel wood planta- 
Jons over an area of nearly 260,000 
hectares and supply of about 58 crorcs 
^ieedlings to fiinners and children for 
Vlanting under the farm forestry and 
^:*A Tree for Every Child*' programme. 

During the Sixth Plan (1980-85) an 
^ount of Rs 100 croics has been car- 
^narked to be spent on these schemes. 

this Rs 50 crores will be provided by 
ihc Union Government as their contri- 
these Centrally sponsored 
ito be implemented by various 
rnments. 



.mtion 
^chen 
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The pfbjectcd demand of fuel wood in 


d; 

j>Ur country by the year 2000 AD is 225 
its per National Commission 
f jm Aprotturc's report. By the end of 
Ij’ihenFifth five-Year Plan, plantations 
a forestry/fuclwood/social 

acheme have been raised on an 


area of 1.5 million hactares. From these 
plantations fuclwood to the extent of 15 
million cu.m will be available per year on 
a 10 to 15-year rotation at the rate of 
10 cu.m per hectare per annum. The 
total availability of fuclwood by 1979-80 
was about 18.5 million cu.m including 
fuclwood fiom natural forests. This 
would still leave a gap of over 192 million 
cu.m by the end of 2000 AD. 


The Marketing 
Thrust of SIDCO 


THE SETTING up of development corpo¬ 
rations to promote industrial growth 
caught up pretty fast in the Seventies. 
Tamil Nadu was a pioneer in setting up 
the Madras Industrial Investment Cor¬ 
poration, (now the Tamil Nadu Industrial 
Investment Corporation) nearly three 
decades ago. In the subsequent years, 
separate corporations were formed to 
lake care of the needs of large, medium 
and small industrial units. Though some 
overlapping of functions was experienced 
over the years, each could specialise in 
specific areas. A great deal of expertise 
has also been built in appraisal, provision 
of raw materials, financial and marketing 
assistance, etc. 

The Industrial Development Bank of 
India (IDBl) initially provided refinancing 
facilities for only one corporation from 
each State and the Slate financial corpo¬ 
rations were the automatic choice. When 
separate corporations were set up for 
catering to the needs of medium and 
small units and when a number of States 
like Andhra Pradesh, Gujarat, Maha¬ 
rashtra, Karnataka and Tamil Nadu 
developed separate corporations to take 
care of the requirements of medium and 
small industrial units, the IDBl appre¬ 
ciated the need for providing refinance 
facilities for one more such corporation 
from each State. Even this is found to be 
inadequate as a result of greater degree 
of specialisation attempted and brought 
about in the matter of dealing with 
medium industries, small units and the 
tiny units. There is, thus, demand on 


the part of several State Oovernments 
that the IDBl should permit one more*^ 
development agency to make use of its 
refinance facilities. 

In Tamil Nadu, the Tamil Nadu 
Industrial Investment Corporation (the 
State Financial Corporation) and the 
State Industries Promotion Corporation 
of Tamil Nadu, which is looking after 
area development and also financial 
requirements of medium units, are eligible 
for refinance facilities from the IDBL 
But the Tamil Nadu Small Industries i 
Development Corporation (SIDCO) set 
up in 1970 for the specific purpose of 
catering for the requirements of small 
and tiny units does not get this facility 
though it attempted to coordinate this 
task with the TIIC. 7'he initial plan of 
the SIDCO to extend term loans to 
to small-scale industries for purchase of 
machinery could not make much headway 
due to two main reasons. First is the 
phenomenal growth recorded by the 
banking sector in the Seventies: a vast 
expansion in the network of branches 


S. Viswanathan 
writes from Madras 


with a high priority accorded to the 
.small-scale industries by commercial 
banks, combined with a flexibility wit¬ 
nessed in banking, made the task difficult 
for the SIDCO in the area of term 
lending. The second factor, as mentioned 
earlier, is the absence of refinance facili¬ 
ties from the IDBL Thus the SIDCO 
moved away from the concept of term ^ 
lending. After some initial groping to 
identify its areas of operation, the cor¬ 
poration stabilised its activities in several 
specific areas. These initially were con¬ 
fined to the construction of worksheds, 
procurement and distribution of scarce 
raw mcterials and implementation of 
several development schemes on an 
agency basis. In recent years, the SIDCO 
embarked on several other areas, chief 
among which are the schemes for the 
extension of marketing assistance, 
revival of sick units and construction of 
worksheds for tiny units in rural and 
backward areas. 

The SIDOO has been incharge of Ihe 







industrial estates, which take care of the 
i^nfrastructure needs of the industrial 
units. The initial enthusiasm for rental 
sheds has given place to acquisition of 
developed plots and constructed sheds 
on hire-purchase basis. The SIDCO has 
been stepping up its activity in this 
regard. Compared to an average of 80 
sheds constructed per annum in the 
Seventies, the corporation constructed 250 
sheds in 1980'81 and has the programme 
of stepping it up further to 350 sheds 
^during the current year. A further re- 
^fincment has been made by concentrating 
efforts on tiny units. In the last three 
years, some, 1 200 such sheds have been 
put up at 73 centres in the State. For 
the current year, an additional thousand 
such sheds are planned to be put up by 
the SIDCO. 

Spectacular Rise 

At a recent press conference, the 
SlDCO’s Chairman and Managing 
pirector, Mr K.P. Gccthakrishnan refer- 
~red to the tremendous thrust made by 
the SIDCO in providing essential raw 
materials to registered small-scale 
industries. The turnover of raw materials 
recorded a spectacular rise from Rs 4.84 
crores in 1977-78 to Rs 17.90 crorcs in 
1980-81. For the current year, an ambi¬ 
tious target of Rs 32 crores has been set. 
The plans include the supply of some 
36,000 tonnes of iron and steel, 24.000 
tonnes of coke, 10,000 tonnes of wax, 
apart from potassium chlorate, mutton 
tallow, zinc, lead and furnace oil. In 
coordination with the National Small 
^Industries Corporation, the SIDCO is 
^exploring the possibilities of opening up 
a buffer stock yard at Ambattur for 
imported raw materials. The SIDCO 
Chairman is also giving a big boost to 
marketing assistance extended to small- 
scale units. 

One major problem of small-scale 
industrial units often run by the entre¬ 
preneur mostly specialised in produc¬ 
tion relates to lack of expertise in 
marketing. The keen competition from 
larger units makes it often an unequal 
m^ task leading to sickness. The SIDCO 
identified this lacuna and in the last 
two years much progress has been made 
in this direction. Seizing the opportunity 


offered by the big extension in laboratory 
facilities as a consequence of introduction 
of the Plus Two stage in schools, the 
SIDCO lined up small units and pro¬ 
cured orders for over Rs 2.2 crores 
worth of equipment. The concept ex¬ 
panded pretiy fast. The Tamil Nadu 
Government also assisted the SlDCO’s 
efforts by reserving 250 items for exclu¬ 
sive procurement on behalf of several 
Government agencies and undertakings. 

Last year the SIDCO organised a buyer 
seller meet for the State Electricity Board. 
More recently such a meet was organised 
for a large bicycle manufacturing unit in 
the State, keen to develop new sources 
for supply of components. In the three- 
day meet organised during Mid-June, 
over 300 enquiries were received. The 
cycle company provided detailed infor¬ 
mation on its requirements through 
process and samples, at the site provided 
at the SlDCO’s exhibition hall in Guindy. 
More such meets are planned on behalf 
of other large industrial units in the 
State, which buy lot of components and 
sub-assemblies from smaller units, for 
example, the State Transport Corpo¬ 
rations. 

A much bolder attempt being made by 
the SIDCO is to participate in the 
DGS&D tenders on behalf of smaller 
units. Chairman Gccthakrishnan envi¬ 
sages great potential in this field. The 
DOS &D procures some Rs 1,100 crores 
worth of goods every year. The share of 
small-scale industries in this is just 
around Rs 130 crores. Even out of this 
insignificant sum, units in the southern 


states put together supply a mere Rs 3, 
crores worth of goods. The small unitllj 
arc naturally scared of undertaking th# 
task of participating in the DGS&Q, 
tenders all on their own. The SIDCO 
initially plans to concentrate on three 
products: bolts and nuts, tubular furni¬ 
ture and electrical ftttines. Mr Geetha- 
krishnan has set a target of developing 
some 30 small-scale units to meet orders 
worth two crores of rupees in these three 
areas alone. 

The SIDCO hopes to procure orders at 
least for Rs 10 crorcs in the current 
year, benefiting over 150 units. Like the 
NSIC at the Central level, the thrust ol 
the SIDCO in marketing is bound to be 
of considerable bcnclit to small-scale 
units. Mr Gccthakrishnan hopes to 
venture into consumer goods marketing 
and export marketing within the next twe 
years. 

Thus the activities arc getting mon 
diversified and more refined. The fas 
expansion in the activities of the SIDCC 
has given a boost to the morale of ih 
managers. The vast increase in incomt 
as a result of the expansion in activitie 
and the care bestowed in limiting staf 
strength to the minimum requirement 
has helped improve the contribution pe 
worker remarkably. As a result, stal 
cost, as a percentage of total incom' 
dropped in Ihc last five years from 7.8' 
to 2.18. Mr Gccthakrishnan says that i 
will further decline to 1.32 per cent durin; 
the current year. A good index of th 
vast strides made by this young organ! 
sation! 
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PERFORMANCE 


• Global deposits and other accounts rose to s 
Rs. 1486.4 crores from Rs. 1153.0 crores. 
Growth at Rs. 333.4 crores (28.9%) was 
higher than last year (Rs. 245.7 crores or 
27.1%) 

• Global advances went up to Rs. 975.2 crores 
from Rs. 727.1 crores. Expansion at Rs. 248.1 
crores or 34.1 % was larger than the preceding 
year (Rs. 172.3 crores or 31.1 %) 

• The global operations of the Bank resulted in 
all-time high after tax profit of Rs. 4.46 crores, 
after all usual and necessary provisions and 
also after providing for heavy depreciation in 
the value of Government Securities (Profit 
during 1979 : Rs. 3.99 crores). 

• Capital was increased to Rs. 10 crores from 
Rs. 8 crores last year, and Reserve Fund and 
other Reserves to Rs.7.7 crores from Rs.6.7 
crores. 


• 64 Branches were opened during the year 
and the total number of branches in India M 
went up to808. Fifty one (or 79.7%) of the new • 
branches were located in rural/semi-urban 
areas. 

• The credit-deposit ratio of rural and semi- 
urban branches went up to 52% from 49.3% 
last year. 

Deposit Mobilisation 

• Deposits in India went up to Rs. 1174.2 
crores as of end 1980 from Rs. 965.7 crores 
as of end 1979 or by Rs. 208.5 crores 
compared_to Rs. 186.1 crores during 1979. 

• As between the last Fridays of 1979 and 1980. 
the Banking system showed a growth rate of ■* 
14.9% in deposits. Against this the Bank's 
growth rate was 17.9% during the same period. 

• The Bank's market share of deposits went up 
to 3.02% from 2.94% 


Condensed Balance Sheet a 


AS ON 31.12.1979 


CAPITAL AND LIABILITIES 


8 , 00 . 00,000 

6.73,88,143 

1153.06.77.951 

72.58.23,039 

25.14.72.429 

67.02.61,768 

11.07,11.318 

120.55.83,542 


1. Capital 

2. Reserve Fund and other Reserves 

3. Deposits and other Accounts 

4. Borrowings from other Banking Companies, Agents Etc. 

B. Bills Payable 

6. Bills for Collection being Bills Receivable' as per contra 

7. Other Liabilities 

8. Acceptances. Endorsements and other obligations as per contra 

9. Profit and Loss Account 


AS ON 31.12.1980 


Rs. 

10 . 00 , 00,000 

7.70.40,463 

1486,43,81,246 

153,06,31,902 

22.96,05.956 

73.80.14,229 

13.36.70.129 

159,74,74,543 


16,25.000 

Balance as per laat Balance Sheet 

16,25.000 

16.25.000 

Less Transferred to 

Central Government 

16,25,000 

NIL 


NIL 

3,99.40.348 

Add Profit for the year 

4,46,36,829 

2,50.00.000 

Less Transferred to Reserve Fund* 

3,00,00,000 

1,22.81,837 

Provision for Contingencies 

NIL 

•10,33,511 

Bonus to Staff 

1,21,36,829 


16.25.000 


1464.35,43,190 


(* for Colombo, Singapore & Seoul branches only) 



25,00,000 


1932,32,18,458 
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LIGHTS-1980 


il,5% of the deposits as of end 1980 came 
rural and semi-urban branches (1979 : 
16). 

dvances 

dvances in India moved up to Rs. 702.0 
:rores as of end 1980 from Rs. 583.3 crores 
isofend 1979. 
rioritv Sector Lendin 


riority Sectors absorbed Rs. 50.1 crores or • 
18.8% of the incremental credit between the 
ast Fridays of 1979 and 1980 against Rs. 25.7 
rores or 24.7% during the preceding period, 
he ratio of priority credit to total credit went 
jp to 34.6% from 32.0% a year ago. ^ 

additional borrowers received priority 
ssistance during 1980 as against 58928 
uring 1979. 
inance to Agriculture 

'he share of agricultural sector in total credit 


ai at 3lst December 1980 


went up to 16.6% from 14.5% a year earlier. 

• 52.1% of the outstanding direct agricultural 
lendings were accounted for by small and 
marginal farmers (1979 : 52.0%) who 
formed 69.0% of the total borrowers 
receiving direct agricultural finance from the 
Bank (1979 ; 67.0%). 

DIR Credit 

• Differential Interest Rate lendings rose by 
Rs. 1.51 crores from Rs. 4.17 crores to 

Rs. 5.68 crores covering 79672 beneficiaries 
and exceeding the norm of 1 % of total advances 
(1979 :0.9%) 

• The percentage share of credit to SC/ST 
members in Differential Interest Rate lendings 
was also well above the national norm of 40%. 
More than two-thirds of the lendings were in 
rural/ semi-urban areas. 


SON 31.12.1979 


PROPERTY AND ASSETS 


n«. 

63,61.68.302 1. Cash in hand & with Reserve Bank of India and State Bank Of Indie. 

14.00.83.721 2. Balance with other Banks 

7.54.84.945 3. Money at call and short notice 

12.097 4. Investments at or below cost 

63.428 5- Advances 

7.02.61,768 6. Bills Receivable being Bills for Collection as per contra 

7. Constitutents' Liabilities for aoceptances. Endorseropnta and Othef ?^f>|l0ati6lfa 
_0.B6.83,542 «s per contra 

*^4.21.62.872 8. Premises less depreciation 

f' 5,32.20.137 9. Furniture & Fixtures etc. less depreciation 

1 55,72.52.248 lO.Other Assets including Silver 

I 5a 130 11 .Non-Banking asaota acquir ed in aatlafaction o f claims 


AS OfSI 31.12.1980 


Rs. 

172.14.53.016 

59.59,63.282 

2.93.46.115 

392,01,38.251 

975.20.59.211 

78,80,14,229 

^59,74.74.543 
6.43.24.591 
. 6.68,95,865 
79.75,00,299 
49.056 


^.35.43.190 


1932.32.18,458 
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iWindow on the World 

I 

I 

Oil Glut Helps the West, 

V R BK.« Harms UK. 


V Saudi Auahia, the benevolent oil colossus 
! of the Western world, which has been 
successful in restiaining the OPEC mili¬ 
tants and in keeping down the rise of oil 
' prices, has been mainly responsible for 
’ the latest and completely unexpected set¬ 
back to the Erilish economy. The Saudis 
; have used their enormous output (40 per 
cent of ()PI,(’ exports) in association 
' with tlic Ciuir rmirates to curb exces.sive 
rises which would have harmed further 
the already ailing economies of the 
Western countries (even more the Third 
world) to whom they look for political 
' if not military support when needed. 

Price Freeze 

At the last meeting of the OPEC they 
appaienily felt that the Western economic 
situation had detciioratcd to such an 
extent that further oil price hikes would 
have been unbearable and politically 
. weakened the West. They succeeded in 
! freezing the prices helped by the world 
j; oil glut resulting from the drop in con- 
sumption, conservation and quickening 
' shift to alternative energy sources such as 
i coal. This has been a welcome dcvclop- 
’ ment for the oil importing countries as 
] the oil surplus has continued to rise and 
^ according to Dr Mana al Oteiba, the 
United Arab Emirates’ Oil Minister, has 
I reached four million barrels a day ensur- 
! ing that while this glut continues, prices 
t will fall rather than rise. 

Simultaneously the prospect of the 
Soviet Union becoming a net oil importer 
and thereby competing with the West for 
OPEC oil has now been dispelled by a 
new Congressional study in Washington. 
The CIA which monitors Russia’s econo¬ 
mic condition (as also its military strongs 


th) had predicted in 1977 that Soviet 
production would begin to decline rapid¬ 
ly by the mid-Eighties and compel the 
Ru.ssians to look towards the Persian 
Gulf oil fields as the source of imports. 

Authoritative'^ Estimates 

It was on this ‘‘authoritative” estimate 
by USA’s top intelligence agency that 
American policy towards the Soviet 
Union began to be moulded subsequent 
to 1977—reaching an almost hysterical 
height when (he Soviets intervened 
militarily in Afghanistan. President 
Carter came to the conclusion that it was 
a prelude to reach the Persian Gulf 
through the Baluchis, who have been 
agitating and sometimes fighting for a 
unitcJ homeland made up of parts of 
Iran and Pakistan inhabited by them, 
lie started the deployment of strong 
naval forces in the Gulf and his Rapid 
Deployment Force (RDP) has been 
taken up by his successor Mr Reagan. 
Mrs Thatcher’s Government, which 
supports the American attitude, has not 
only offered to join in the RDP but has 
also agreed to the enlargement of the 
American base on the British island of 
Diego Garcia in the Indian Ocean to 
service and be a launching pad for 
American nuclear carrier bombers and 
warships. 

Last week, the CIA prediction was 
dismissed as wrong by a new Congres¬ 
sional study prepared by the Library of 
Congress. The study released by Cong¬ 
ressman Gillis Long said that the CIA 
had been too pessimistic about Soviet oil 
prospects and predicted that the Russians 
would not probably risk any large 
Plilitary ntQVC into Middle East in search 


of oil. The Soviet Union, it said, has 
a variety of options to postpone its 
energy problems by increasing current 
oil output from Siberia and by putting 
greater stress on natural gas, coal, nuc¬ 
lear and other energy sources. The re¬ 
port continued: “If the Soviet Union is 
able to continue to sell oil and expand 
natural gas exports, this capability will 
be an important factor in East-West 
economic expansion and a significant 
Soviet diplomatic tool”. Mr Long surj# ’ 
that he was particularly concerned about 
the economic and political implications 
of a major new natural gas pipe line 
planned to run from north-western 
Siberia to Western Europe. Eventually 
the pipeline would be supplying one-third 
of West Germany’s gas needs. (Japan 
is collaborating in credits and construc¬ 
tion with USSR in this project). 

Modification of Policy 

It is to be seen whether President 
Reagan will modify his policy now that 
there docs not exist according to thc^ 
Congressional study the risk of a Soviet 
thrust into the Gulf for oil in the foresee¬ 
able future. However the “sale” of F. 16 
fighter bombers and the three billion 
dollar military and economic aid to 
Pakistan means that he may not. What¬ 
ever the political implications, the 
Congressional find indicates that the oil 
glut will continue in the absence of 
Russian demand for OPEC oil. Another 
factor which will help to keep prices 
steady or down is the growing output of 
Iranian and Iraqi oil—the two countries 
in urgent need of increased revenues fpr 
their war efifort having decided unilater^ 





aRy to exclude the oil industry from their 
ii^ontinuing state of war. 

The oil glut and the consequent fall in 
prices that is forcing even the OPEC 
hawks to offer discounts, has hit Britain 
worst at a time when the economic reces¬ 
sion shows no sign of bottoming out. 
The Saudis who had said that they would 
raise their price by 2 dollars a barrel (to 
34 from 32) and simultaneously cut 
production have not done so in order, as 
they say, to help curb world inflation. This 
j^has benefited all OECD members, parti¬ 
cularly the USA, West Germany and 
France but it has been a heavy blow to 
oil rich Britain. 

influx of Money 

The high pi ices obtained by North 
Sea oil and the high interest rates 
in UK had altlractcd influx of foreign 
monies and hardened the pound vis a-vis 
the dollar and West European currencies. 
The current slump in oil prices and the 
much higher American interest rates has 
|p^’"!rrsed this process. The pound has 
^fhllen sharply below the dollar into which 
foreign monies have now been switched 
to earn American interest which had 
risen to 20 per cent. The price of North 
Sea oil has hud to be cut by 4.25 dollars 
a barrel which is costing the British Go¬ 
vernment a loss of over 6 million dollars 
a day. 

Britain exports 60 per cent of hej 
production, l,700,0fl0 barrels a day, and 
is the fifth largest exporter of oil in the 
world. It is true that British oil fetches 
more pounds as the oil prices are quoted 
in dollars which have appreciated by 
Ipicarly 20 per cent against the pound. 
But this does not help the economy. The 
cost of imports of cheaper crudes goes up 
and the big British oil companies BP and 
Shell complain that they arc losing hea¬ 
vily as every one cent appreciation of the 
dollar against the* pound raises their oil 
purchasing bills by 20 rail lion dollars. 
The falling pound has also hit Mrs 
Thatcher's so far successful effort to con¬ 
tain inflation (even though it is at the cost 
of the private sector and rising unem¬ 
ployment now moving towards 3 million). 
^Jhe inflation had come down to 12 per 
' cent but the weaker poind will put up 
costs of essential imports of industrial 
raw material, food and boost domestic 



prices. Exports no doubt will become 
more competitive but the private manu¬ 
facturing sector is caught with stocks 
down and re-stocking will be costliet. 
All in all the reduced oil earnings and 
more outlay on imports will adversely 
affect the balance of payments. 

The recession and the declining profits 
in the private sector ha^e led to a big out¬ 
flow of capital funds. Eighteen months 
ago Mrs Thatcher “liberated" the pound 
by lifting all exchange controls. This 
facilitated investment abroad which was 
moderate in the beginning but ro.se to a 
net massive £2,600 million in the first 
quarter of this year (according to Govern¬ 
ment figures) after taking into account 
inflows of foreign money. This compares 
with £830 million in the whole of Iasi 
year. Among the big investors abroad 
arc the multi million pensions funds of 
coal miners, postal employees etc. The 
current account surplus of 2 billion 
pounds has been wiped out. 

From Bank of England figures the 
trend will not only continue but increase. 
In the second quarter British banks have 
already lent £ 1 2 billion abroad, a move¬ 
ment encouraged by the low interest of 12 
per cent in the UK with much more higher 
rales in the USA and some West Euro¬ 
pean countries. British banks have also 
reversed their former process of switching 
foreign currencies into sterling as British 
residents build up deposits in foreign 
currencies. 

Mounting Pressure 

Pressure has been mounting on Mrs 
Thatcher to relax her savage monetarist 
policy from within her Cabinet and in the 
country. The latest Gallup poll shows 
that 63 per cent disapprove of licr econo¬ 
mic policies and the Labour Party though 
divided has a 8 per cent lead over the 
Conservatives. In every major field of 
Government activity except law and 
order the majority disapprove. 

Mr Thatcher however is not impressed 
by the popular disapproval or the wor¬ 
sening economic situation. At a special 
Cabinet meeting to consider economic 
policy on June 17, she silenced the “wets" 
(those Cabinet members who have urged 
modifications and some reflation). For 
the time being the threatened “rebellion" 


of a majority of her Cabinet has been 
stopped but it is difficult to sec how kmt 
it can be contained as unemploymeiid 
continues to rise and inflation and taxc$ 
are increased. 

Optimism on UK 
Economy 

Thf latest economic forecast for the UK 
—^from the National Institute of Econo¬ 
mic and Social Research presented a 
somewhat gloomier outlook than the 
general picture that has recently been 
emerging from some other organisations. 
Economic activity, the Institute said, was 
likely to be broadly flat this year with, 
at best, only a small recovery in 1982. 

The Confederation of British Industry 
(CBl), in its “Industrial 1 rends" survey, 
also saw demand and output remaining 
depressed over the next few months, with 
recovery likely to start next year. Bui it 
said the economy was stabili.sing, with 
as many firms expecting output to in¬ 
crease as those who saw a further fall. 
And the decline in the level of orders 
had eased, with possibly a slight rise. 
One of the main reasons for the improve¬ 
ment was a .slackening in the rundown of 
stocks. 

The CBI also said that company pro¬ 
fits might have risen in the first quarter 
of the year, reflecting better productivity 
being achieved by many companies and 
the far lower rate of increase in average 
earnings. This is by no means as pessi¬ 
mistic a report as that from the national 
institute. 

Earlier, figures from the Department 
of Industry showed that new orders from 
Britain's engineering companies had 
risen sharply since the start of the year, 
reversing a decline which began in the 
middle of 1979 and which accelerated in 
the second half of last year. 

Comparing September-November 1980 
with December 1980-February 1981, new 
business had increased by 11.5 per cent,, 
with orders from the home raarkcl up by 
13.5 per cent and for export by 7.5 pet 
cent. 

This news followed statistics showing 
that in May unemployment recorded the 
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31st Ddcembor. 19S0 
Rs. 

5.00.00.000 

8.00.00.000 

1905.41.23.724 

67,52.42.096 

25.43.26.044 

132.60.38.615 

11.99.18.326 

147.60.33.395 


STATEMENT OF POSITIOM 

LiABILITIES 

Capital: Paid-up 
Reserve Fund 
Deposits 

Due to Banks and Corresponderta 
Bills Payable 
Bills for Collection 
Branch Adjustmonia. etc. 

Acceptances for customers 


_2 5,12.689 

2303.81794.889 


377.96 35,557 
27.15.40.700 

424.15.30,512 
1125.41,13.968 
132.60.38.615 
147.60 33.395 
3.87.38.730 
7.24.38,309 
57.81.25.103 
2303.81.94.889 


PROFIT 8 LOSS ACCOUNT 

2,27.71.998 Profit for the year 2,21.79,225 

Less ‘ Provision for 
1.27,59,309 Bonus 

’•W2889 2,21.7^225 

50,00,000 Less: Transfer to Reserve Fund 50.00.000 

Provision for Contingencies 1.22,32.333 

25,00. 000 Investment Reserve 30,00.000 

Balance to bo transferred to Central Govornmont 
TOTAL 


ASSETS 

Cash in hand and with Banks 
Money at Call and Short Notice 
Investments in Govt and other Securities. 

Shares. Debentures etc. 

Loans, Advances and Bills Discounted arid Purchased 
bills Receivable 

Constituents’ Liabilities for Acceptances 
Premises 

Furniture and Fixtures 
Other Assets, etc. 

TOTAL 


614 

259 

228 

166 

1267 


9 


1276 


NUMBER OF BRANCM Efi 


In India 

Rural 

492 


Semi-Urban 

247 


Urban 

219 

Outside India 

TOTAL 

Metropolitan 

161 


3Ut December. 1979 
Rs. 

5.00.00.000 

7,50.00,000 

1493.35.02,055 

78,13.22.804 

26.63,21.990 

113.34.75.585 

10.19.81.345 

129.92.66,762 


19,46.892 

1864,28.17.433 

cmBomtaammmmmmm 


266.14.55,454 

26.28,26.500 

357.69.18,584 
917.05.88.152 
113.34.75.565 
129.92.66.762 
3.87.94,926 
6.43.00.744 
43.61,90,716 
1864.28.17 433 
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Dear Friends: 

Accept our heartfelt 
gratitude and thanks for 
the trust and confidence 
you have placed in us 
in 1980. 

Were it not for YOU and 
your continuing 
patronage, yet another 
successful year of 
UCOBANK would not 
have been realised. 
Today, we rededicate 
ourselves to serve you 
and the Nation. 
Sincerely. 


Oubked 

Commetctal 
Bank 

- -- 
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smillest moiiihly increase for nearly a 
Mficar; the inflation rate fell to 12 per cent» 
consum.T spending continued at a high 
level, and there was slightly better news 
on the investment front. 

Finally, the regular business opinion 
survey just published by the Financial 
Times showed that the index of optimism 
about the business outlook improved in 
May for the third successive month and 
now stands at the highest level for more 
than 18 months. 

^ The survey, which covered consumer 
sectors as well as manufacturing, sug¬ 
gested that the recent fall in sterling and 
buoyant retail sales had helped to boost 
industry's confidence, although employ¬ 
ment prospects remained gloomy. Deli¬ 
veries and production had improved, 
continuing the recovery which started at 
the beginning of this year. 

Even those industries which are in 
dHTiculties are by no means down and 
out. The Engineering Employers’ 
Federation, in its annual report just 
(i^blished, said that in spite of the 
industry's problems due to the rccessicn, 
engineering made by far the greatest 
contribution to Britain's balance of 
payments, its exports earned enough 
surplus to pay for almost all of the 
nation’s to pay for raw materials, food 
drink and tobacco. 

So the forecasts differ and, despite 
some gloom, the general picture is more 
optimistic. Nobody—including Govern¬ 
ment Ministers—expects recovery to be 
rapid, but there are increasing signs that 
the recession is bottoming out and that 
i^he next direction will be upwards. 


The Economic Impli¬ 
cations of Mitterrand 


. The BtECTiON of French President Francois 
Mittemiod breaks with 23 years of con- 
< servative rule during the Fifth Republic, 
Oeai^. the outcome will have a major 
impact on the coiisrd of economic deve* 
pjopment in France, although the full im- 
f^p&ations may not be clmi^ until the 
! National Assembly elections ate conclud- 
pd. MitterNind was elec^d on the basis 



of a comprehensive economic prog¬ 
ramme that includes: reflation, extensive 
nationalisation, increased minimum wages 
and social welfare payments, overhaul of 
the tax system, and a shorter working 
week. The overall aim is to boost econo¬ 
mic growth to three per cent per annum in 
real terms. Mitterrand’s programme re¬ 
verses the policy of recent years under 
the “Barre Plan,” bringing back to the 
fore Keynesian demand-management tech¬ 
niques as a means of restoring full em¬ 
ployment. It also contracts \^ith the res¬ 
trictive policies pursued by nearly all 
other Western industrial nations. 

In the short run, the Mitterrand victory 
is likely to have little impact on the course 
of the economy. However, the first part 
of Mitterrand’s programme higher mini¬ 
mum wages and family allowances—has 
already taken effec^ These measures were 
not contingent on the results of the 
National Assembly elections and will boost 
economic growth in the second half of 
the year. Over the longer run, reflation 
will lake the form of a consumer boom 
and show up in a widening budget deficit. 
This will enlarge the French current- 
account deficit and may lead to higher 
inflation, depending on the monetary 
stance of the new administiation. 

Confidence Undermined 

Fear of reflation has undermined con¬ 
fidence in the franc, which has been trad¬ 
ing consistently at its floor within the 
European Monetary System in terms of 
the German mark. The spectre of devalu¬ 
ation has prompted a sharp rise in short¬ 
term interest rates to quell speculation. 
The discount rate on treasury bills (the 
official intervention rate) has been raised 
to a record 22 per cent, and call—or day- 
to-day—money now stands at 20 per cent, 
also a record. A tightening of exchange 
controls on ’‘leads” and “lags” in trade 
payments was also announced to supple¬ 
ment higher interest rates. 

Should dollar strength prompt a renew¬ 
ed tightening of monetary policy in 
Germany, a temporary tactical withdrawal 
of the franc from the EMS may be deem¬ 
ed necessary. In any event, a downward 
adjustment ia franc intervention limits 
vis-a*vis the mark, as part of a general 
irealigfiment in EMS parities^ is likely 
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following the National Assembly 
lions. In the interim, speculation 
countered with continued high iiftcireye 
rates, and, possibly, a further tightening, 
of existing capital controls. ' S 

. . . '■'■■■■ ■■■f* 

GDR Trebles 
Foreign Trade 


Tun German Democratic Republic (GDR) 
has tripled its foreign trade over the past 
ten years. The Soviet Union and the other 
CMEA countries have remained the most 
important trading partners. The GDR'g* 
exports to the socialist economic sphere 
rose by 53 per cent between 1975-80. A 
similar rate of increase has been planned 
for the current five-year plan period 
(1981-85). 

Central to the GDR’s foreign trade is 
the further cooperation with the Soviet 
Union, the intensified integration of the 
material and intellectual potentials on 
the basis of the joint programme of spe¬ 
cialisation and cooperation of produettoh 
up to 1990. During the preceding five- 
year period the Soviet Union, for exam¬ 
ple, provided the major portion of the 
GDR’s raw material requirements. This 
will remain so also in the years to come, 
creating major prerequisites for maintain¬ 
ing and gradually raising the matorM 
and cultural standards of Jiving attained 
in the GDR. 

Scientific-technological cooperation bet¬ 
ween the GDR and the Soviet Union hiae 
gained considerably in size and quality.. 
Since 1976, some 1,500 research projects 
have been coordinated between the two 
countries. Patents were granted for 40p 
joint inventions. Major research results 
have been attained in, among other fieldsj 
micro-electronics, the production of inadn 
made fibres, polyurethane chemistry, 
in space research. , ’:i 

Until 1985, cooperation in research wIB 
increasingly concentrate on energy savtiig, 
raising the degree of raw material i^ooefH 
sing, the rapid development of mioro* 
electronics and the development of hig|tt|^ 
efficient production techniques 
machines. The GDR and the Soyhrtl 
Union are the biggest trading partners 
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fMor each other. The Soviet Union has an 
^^Imost 40 per cent share in the GDR’s 
J^orcign trade turnover, and the GDR a 
j jo per cent share in Soviet foreign trade. 

. iPhey cover a large portion of each 
! other’s requirements of major raw m;;te- 
I .pAls and industrial products such as 
f jractors, diesel engines, lorries, railway 
\ M^aches, petroleum processing plants, 
V ^anes, tools and printing and farm 
j ioiachinery. 

—AND Bulletin 


ss US Coal Exports 

Qt 

tt Foreign demand for the US coal has 
p increased sharply in the past few years, 
tl Interest in US supplies is not surprising 
b given the huge US “proven reserves” of 
h 435 billion tonnes, more than 2^0 years* 
Cl supply at 1980 production rates, and that 
w country’s good location for world mar- 
ri kets. 

tl The US has long ranked as a major 
V coal expoiter, of course, but the compo- 
M sition of those shipments is beginning to 
it undergo significant change. Till now, 
the great bulk of US exports was in 
metallurgical coal used in making steel. 
Demand for that type of coal is tied to 
worldwide steel production and is ex- 
^ pected to rise only at a moderate pace. 
® The rapid growth will come in steam 
^ coal used to fire utility and industrial 
” boilers. The US exports of steam coal 
^ were negligible as recently as 1978. Last 
year US steam coal sales abroad reached 
^ 16 million tons. 

% According to a study commissioned by 
v President Caiter and published in early 
January, the forecast is a quadrupling in 
S US steam coal exports by 1990—to 64 
million tonnes annually—and a further 
rise to nearly 200 million tonnes annually 
^ 'by the end of this century. US Coal 
producers are seen taking over 25 per 
cent of the world market by 1990 and an 
even larger share within twenty years. 

While the potential market clearly is 
huge, there are no guarantees that the 
US will be an increasingly dominmt 
force. That will depend on the buying 
.'l^tterns of importers as they choose 
World's seven largest exporters—the US, 

if 




Australia, Poland, Russia, South Africa, 
West Germany, and Canada. 

To meet the coal market competition, 
the US will need to overcome an im¬ 
mediate barrier: its limited capacity to 
store and load coal at the ports. Even 
though operated at capacity in 1980, 
ports were not able to handle the traflic. 

Coal handling problems at Eastern 
US ports should ease by late 1983 and be 
eliminated by 1984 as 23 million tonnes 
per year of new coal handling capacity 
now under construction is completed. 
(West Coast expansion projects have not 
yet gotten under way.) An added 160 
million tonnes per year in coal handling 
capacity is on the planning boardsi 

A second prrbicm for US coal expor¬ 
ters is the depth of American ports. 

The shallower ports*—and thus, smaller 
vessels—put US c^al at something of a 
disadvantage. For example, a 150,000 
D WT ship at current fuel costs— would be 
able to deliver coal to Europe from the 
East Coast for about 86 a tonne (or 
roughly 10%) less than a ship of 60,000 
DWT capacity. To be able to handle 
the larger vessels, however, would require 
dredging existing ports to 50 to 55 foot 
depths. 

US coal tends to be somewliat higher 
priced than coal exported by Poland and 
South Africa. Foreign buyers may 
well consider other factors besides 
price. For example, in Europe—especially 
concerned about dependability of supply 
from Poland and South Africa—many 
countries may be Willing to pay a pre¬ 
mium. In short, the stable political and 
commercial system in the US could 
be the decisive swing factor. 


Korea’s Import and 
Export 


Korea’s merchandise import total for 
1980 reached 822,292 million represent¬ 
ing an increase of 9.6 per cent over 1979, 
while the nation’s export volume register¬ 
ed 817,505 million during 1980, up 16.3 
per cent over 815,055 million registered 
for 1979. The nation’s 10 major import 
countries include, Japan, the United 
States, Saudi Arabia, Kuwait, Australia, 
Iran, West Germany, Indonesia, Malaysia 


and Canada. The largest import items 
include crude oil, timber, raw cottonK_^ 
electronic parts, raw sugar, coal, ship, 
hotcoil, bunker C oil and com. The 
import materials are used for the purpose 
of reprocessing to export or for domestic 
demand. Korea’s 10 major export mar¬ 
kets include the United States, Japan, 
Saudi Arabia, West Germany, Hongkong, 
Britain, Indonesia, the Netherlands, 
Canada and France. The top 10 export 
items are textiles, electronic and electric 
products, footwear, metal work, ships, ^ 
synthetic fibre, tyfe and tube, plywood “ 
and fishes caught from deep-sea fishing. 

In its two-way trade, Korea suffered 
from a total deficit of 84,1^87 million with 
export and import volume reaching 
817,.505 milli^rt ind 822,292 million 
respeciivcly during last y.ar. In Con- 
juncti n with the nation’s mounting oil 
bill, the import volume from Saudi 
Arabia saw an incieasc of 107.4 per cent 
last year with its total of 83,288 million. 
The import volume from Kuwait and 
Iran also marked increased rates of 
per cent and 90.2 per cent respectively 
last year. 

With its trade with Japan-Korea 
recorded a hefty deficit of 82,819 million 
despite the nation’s major business orga¬ 
nisations’ continuous call for balanced 
trade expansion between the two neigh¬ 
bouring countries. Korea’s import volume 
from Japan reached 85,858 million or 
26.3 per cent at the nation’s import total 
amount but its export volume to Japan 
registered 83,039 million off 9.3 per cent 
from Korea’s export volume 83,353 
million for 1979. In its trade with the 
United States last year, Korea recordecHRP 
deficit of 8282 million. Its exports 
came to 84,607 million and imports 
totalled 84,890 million. 






A CORRECTION 
In our issue of June 5, 1981 
the Volume No on page 1345 
above the Contents was errone¬ 
ously published as 78 instead of 
76 This mistake unfortunately 
got repeated in our issues dated 
June 12 and June 19, 1981. The 
error is regretted. 

^ . . . ■ „ --d ’ 
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Economy 

L. N. Raina 


^ Point of View 

Coir has its Place in the 


Coir is an important cottage industry spread over various coastai 
States of the country. Over half a million people in rural areas 
earn their living on this industry. Coir products are a sizeable 
foreign exchange earner, though of late their has been a decline 
in volume exported. There are some inhibiting factors in the 
( development of coir Industry to which the author draws attention. 
These are endemic to an industry in which stress is on the 
employment aspect. For instance lack of modern machinery 
increases costs of production as well as inhibits standardisation. 
High ocean freight renders export of coir goods costlier and 
undermines their competitiveness. 


Com enters every household in India in 
one form or another. Coir products are 
also exported in sizable quantities to over 
ninety countries all over the globe. Its 
use could be in the shape of rope for 
pulling or as matting for a frugal house¬ 
hold or as carpet backing in sophisti- 
Waicd homes. 

Though articles made of coir arc in 
everyday use, not many people know 
about its humble origin or the role it 
plays in the life of nearly half a million 
Indians. 

Coir is a byproduct of coconut, the 
ubiquitous plant abounding in Kerala 
and other coastal States of India. It 
comes from the outer covering of coconut 
called husk. India with about 11,00,000 
hectares under coconut plantation and a 
production of 6122 million nuts, is 
the third largest producer after the 
Philippines and Indonesia. It was after 
World War 1 when edible oil prices 
started rocketing that many tropical 
countries in Asia and Africa felt en¬ 
couraged to grow coconut for oil. Yet 
not many producing nations had the 
inclination or the natural infrastructure 
to exploit coconut for the production of 
coir. Coir industry is mostly confined to 
India and Sri Lanka. 

Coconut tree grows to the height of 20 
to 25 metres. The cluster of nuts grows 
at the top and it does not have branches 
fo enable easy climbing to pluck the 
fruit. It is an expert who climbs to the 
top with the aid of ropes tied to his 
ankles and drops the cluster to the 



ground. Nature has endowed coconut 
with a covering of strong, thick fibrous 
material called coir which enables the nut 
to withstand the shock of such a fall 
and prexcnls it fiom breaking into 
pieces and spilling the luscious waier 
inside it. Here ve are concerned with 
this hard fibious covering of the nut 
called coil which is known for its tensile 
strength and resistance to dampness. 

Inherent Qualities 

It is for these qualities that coir has 
been in great demand from ancient 
times up to this day. It is a versatile 
fibre used both in industry and in homes 
in the manufacture of bristles and brooms 
as well as for finer purposes as baby 
fibre. There are coir mats, mattings, 
ropes and beltings for rougher use but 
there are also carpels and rugs in exotic 
colours and patterns which adorn the 
floors of most fashionable hotels and 
exquisite drawing rooms. Rubberised 
coir gives a resilient underfoot feeling in 
a pile carpet. Whether it be for the 
corridor, passage, staircase or the kitchen, 
coir mats, mattings and carpets arc avail¬ 
able in contemporary patterns and 
colours. They are tough, hard-wearing, 
long lasting, moth-proof and yet low 
priced. There arc rubberised coir mat¬ 
tresses, pillows and cushions that give 
air-conditioned cushioning, soft enough 
for luxurious comfort, aflbrding better 
spring and sponge action. 

There are two important processes 
that go into the making of coir fibre. 


One is dehusking the coconut on stce 
stakes and the other retting this husk t< 
separate coir fibre from the pith in whicl 
it is ensconced. 

In Kerala coir industry has grown or 
a large-scale because of the rettis| 
facility available in the backwaters of thi 
State. Retting is done by immersion o 
the coconut husk in brackish water pit: 
for periods between six and ten month: 

Production of Coir in India 

(1978-79) ! 


Item QuantiM 

(Tonne^ 

■■ ‘ ■ - —•— - " -s 

CoirJibre 178,000! 

Coir Yarn 125,600; 

Coir Products 28,200' 

Coir Rope 34,000! 

Curled Coir 2,500;! 

Rubberised Coir 1,500 \ 


to soften the pith. After retting take: 
place, the husk is beaten with mallets t( 
separate the coir fibre from the pith. Tb 
fibre is graded for different uses, Thi 
longei variety is spun into yarn, thi 
coarser and thicker variety into brushe 
and brooms and the residual is used a 
stuffing for mattresses and upholstery. 

While I he spinning activity is extendet 
over the coastal belt, the manufacturinj 
sector is concentrated in Alleppey 
Shertallai and itssubuibs. The produc 
tion is carried on mainly on handlooms 
but a few powerlooms aic also workiiij 
in the Stale. Hindustan Coir, an und^r 
taking of the Coir Board is making coil 
products on powerlooms. A numt^r o 
cooperatives for the manufacture o 
various products have been formed it 
the State. 

Tamil Nadu is the second largest proj 
duccr of coir in India. Here it i\ 
concentrated in the districts of Tanjorei 
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f yaKumari» Coimbatore, Tirucliirap- 
, Salem and Madurai. Retting 
(ties are available in Kanyakumari 
^cinu South Arcot. The industry is fast 
iidevcloping in the State with the use of 
|janprovcd and more modern methods of 
^^nufacture. There are some 120 units 
|i^gaged in the production of coir fibre. 

In Karnataka also a portion of husk 
,f retted. Some rubberised coir matting 
|UhUs also have come up in this State. 

Andhra Pradesh is encouraging coir 
^industry in its coastal areas. The indus- 
.♦try has spread in East and West Godavari 
sdistricts, Si ikakulam and Visakhapatnam. 
^. Retting facilities in a limited wiiy are 
o; available here. The Andhra Government 
^'has put up a coir factory in West 
tf; Godavari which produces various types 
p i of coir goods. 


recently, it is now coir products that bv 
and by find their way into the foreign 
markets. There has been a change in 
product lines also. Synthetics have been 
.substituted in various fields where coir 
yarn was used while coir has taken over 
more profitable lines of manufacture. 

The Coir Board has set up the Central 
Coir Research Institute at Kalavoor near 
Alleppey to carry out scientific and 
technological research for improved pro¬ 
duction, diversification and evolution, of 
new products. Some useful work has 
been done in finding newer uses of coir 
and help in tetter extraction of the fibre, 
in softening it and in improved bleaching 
and dyeing processes. The National 
Coir Training and Design Centre 
produces trained personnel in various 
aspects of coir processing and in the 


Another ten per cent goes to Suit, 
European countries. Then comes 'AtJ ^ 
United States which takes around 14 phr 
cent and East Asia another 10 per cent. 
Exports during the last decade are IRiis- 
trated in the table below. 

Coir enters the world market in the 
shape of fibre, semi-finished products 
such as coir yarn or curled coir and in 
finished form like door mats, mattings, 
rugs and carpets. India and Sri Lanka 
are the major exporters of coir and coir 
goods. Sri Lanka exports 90 per cent of i 
its coir in the fibre form. Thus, it leaves ' 
the field for finished and semi-finished 
products exports to India. Almost the 
entire export of coir yarn enters the 
wor'd markets from India. Next in 
importance is the export of door mats, 
mattings, rugs and coir carpets. In 


t1 

bi Cottage Industry 

^ ' Thus, coir is an important cottage 
^ industry spread over various coii&tal 

V States providing employment, part time 
or wholctimc, to over half a million 

fj people in rural areas. Of late, new 
machinery and equipment have been 
^ devised that enable setting up of cflicicnt 
small-scale units at the sites where coir 
fibre is produced. Bigger machineries 
are available for larger-seale production 
in such villages where coconut can be 
Q procured in adequate quantities to feed 
s these mills. Spinning and curling plants 
e dot the countryside which make curled 
^ coir for rubberised coir maniifaLtuie. 

V Atone time, up to the late 19^C's, 
f^Jtbanufacture of coir products was mainly 

the hands of forcigncis who had 
ii^::ill!tiated organised manufacture and 


evolution of new designs. 

The mechanical extraction of coir 
fibic bypassing the long retting process 
is being intioduccd in areas where 
natuiul retting facilities are not available. 
This rcquiies training and research 
facilities for the utilisation of coconut 
husk. The Coir Boaid has, therefore, 
established the Certial Institute of Coir 
Technology at Bangalore. Demonstration 
centres hive been started in Karnataka, 
Andhra Pradesh and T amil Nadu. 

India as such exports coir and coir 
goods to over ^0 countries but over 
60 per cent of these exports go to 
Western Europe, the main consumers 
being 1 ranee, Britain, West Germany, 
the Netherlands, Italy and Belgium. 

Fx| ort of Coir and Coir Goods from Inc'ia 


addition India exports rubberised coir 
goods and curled coir in small quantities. 

Decline in Exports 

Ihere has been a decline in the exports ^ 
of coir yarn which was converted into 
manufactures in European markets. Due 
to rising labour costs in these countries, 
a number of mills manufacturing coir 
goods were closed down during recent 
years, affecting the offiakc of yarn from 
India. With improving standards of 
Indian manufactures and by diversifi¬ 
cation of prod tets manufactured, India 
has staited shipping finished products. 
The trend is slow no doubt, and needs to 
be strengthened. Some of the inhibiting 
factors are the lack of modern machinery 
which is et^demic to an indUNtry in which 
stress is on the employment aspect. 
Apart fn m higher costs, there is lack of^ 


^ oaeport of its products. After Indepen- 
deuce big factories gradually closed 
tt4own and ihe foreigners confined them- 
i "selves to expoit business. But there was 
I M Spurt of small units in villages and 
[ towns. In early Fifties the industry found 
r itself in bad shape. Considering the 
importance of the industry to the livcli- 
K. Iiood of large numbers of people, the 
fOovernment of ^^ndia set up the Coir 
t '!lSoard in 1934 ’to initiate measures to 
r itabilise and expand the industry. Since 
[ the industry has undergone a gradual 
. plunge. In place of coir fibre or coir 
that was mainly exported till 


msamuiter. 


Year 

April-March 

Quantity 

(Tonnes) 

Value 

(Rs Million) 

1970-71 

52,208 

138.71 

1971-72 

52,312 

148.59 

1972-73 

49.480 

149.30 

1973-74 

46,759 

155.83 

1974-75 

41,834 

175.36 

1975-76 

37,284 

139.52 

1976-77 

44357 

227.75 

1977-78 

42^944 

239,16 

1978-79 

43,066 

257.93 

1979 80 

42,224 

372.10 

uit 


standardisation. High value goods such 
as, for instance, rubberised coir cannot 
face competition because rubber latex 
costs higher in India than in the inter¬ 
national markets. High ocean freight 
renders exports of coir goods costlier. 
Coir Board should make greater effort 
than it has so far in persuading the 
Conference Lines to reduce freight of 
this sensitive export item which affects 
the life of thousands of people in India. 
Because of the highly automated domesde 
industries in the developed countries if 
is difficult (though not impossible) to 
niakq a d^t in the pickets of 



.fdcidd #8 car seats and other domestic 
^ goods. 

The Coir Board has no doubt helped 
ht projecting the image of Indian coir 
industry in international markets and 
promoting its interests. It has been parti> 
cularly successful in its negotiations with 
the EEC countries and some other 
developed nations in securing concessions 
in import tariffs and removal of restric¬ 
tions on import of coir products. The 
Common External Tariff which w'as being 
imposed at 23 per cent has been abolished 
through an agreement between the EEC 
and India. Australia, New Zealand, Japan 
as well as the USA have been induced to 
grant concessions under the Generalised 
Scheme of Preferences. 

It is a matter of concern that the quality 
exported has been declining while, because 
of the increasing unit value, the foreign 
exchange earned has been increasing. 
Over the decade there has been nearly 20 

C r cent decline in export. In 1970-71 the 
lantity exported was over 52,000 tonnes 
which came down to 42,000 tonnes in 
1979-80. The foreign exchange earned 
meanwhile went up from Rs J 3.9 crores 


til 1970-71 to over Rs 37,2 crores in 
1979-80. 

More than two-thirds of coir manu¬ 
factures are consumed in the domestic 
market. Though exports have been sagg¬ 
ing in volume, there has been a spurt in 
the demand for coir products in the home 
market. With the erection of more 
modern dwelling units all over the coun¬ 
try, the consumption of coir goods for 
domestic use is bound to grow further. 
The Coir Board has made some efforls 
towards the promotion of coir goods in 
the domestic market. Apart from having 
13 show-rooms and sales depots in im¬ 
portant cities, there are 52 acciedited 
dealers scattered over the country for 
selling quality goods for which the board 
has introduced the Coir Mark Scheme. 
Only products which arc inspected and 
approved by its inspection staff arc offer¬ 
ed for sale through the show-rooms and 
sales depots of the board and its accre¬ 
dited dealers. Apart from Hindustan Coir, 
an undertaking of the Coir Board and 
the Kerala State Coir Corporation Ltd, a 
large number of cooperative societies 
have been formed to deal with the manu¬ 
facture and sale of coir products. One of 


the largest and eariiest producers. 

Small and Co has been converted 
Darragh Small Coir Mats and Ma 
Cooperation Society Ltd. Recently 
number of cooperative societies 
amalgamated into the Kerala Statii 
operative Coir Marketing Federij,^ 
Ltd. The Federation was sponsored;^ 
is financed both by the Central 
State Governments. Tamil Nadu h^|| 
Central Coir Marketing Industrial 
operative Society. Andhra Goveri 
operates a defibring unit. 

Only exporters registered with the C 
Board are allowed to export coir 
No export is allowed below the floor ] 
fixed by the Coir Board. The board 
been slothful in periodically revising^ 
floor price. For instance* after the 
revision, it was only in 1979 tliat the f 
piice was raised. In (he meantime, i 
lion had eaten into the foreign cxch 
earning, adversely affecting the 
scale producer. 

Coir and coir products are an 
tant rural-based employment-orien# 
industry apart from being a .sizable fore^ 
exchange earner. It needs to be foste^ 
with all the care at our command. 4 


Inter-Regional Variations in Credit and 

Economic Developmei 


T. Haque 

An attempt has been made in this study to find out the chief 
determinants of inter-regional credit flows. The author, who is 
Scientist In the Indian Agricultural Research Institute, New Delhi, has 
found that bank credit movement has been more favourable to 
developed regions and larger enterprises, thereby increasing the 
deleterious effects of unbalanced development. This Is despite all 
the emphasis laid by our planners and policymakers on a balanced 
development of all regions and sectors of the economy. 

nature of economic growth becomes more 
balanced and smooth. 

Despite the fact that India’s credit 
market has witnessed a rapid growth in re¬ 
cent years (especially after the nationali¬ 
sation of major commercial banks in 
1969), the credit resources of the country 
cannot be said to have been adequately 
utilised for maximising the economy’s 
spread effect through inter-sectoral and 
inter-regional linkages. 

Various ad hoc measures by the Re.scrve 
Dank of India to regulate inter-sectoral 
and inter-regional credit flows (Selective 


Credit is the key factor in the transfor¬ 
mation of a traditional economy. Not 
only can it remove financial constraints, 
but also it may provide the means and in¬ 
centive to adopt new technologies for 
accelerated economic development. Be¬ 
sides, economic inefficiency resulting from 
any unplanned capital flows could be 
minimised through an integrated credit 
plan that operates within the framework 
national economic planning. More¬ 
over, if the flows of credit are properly 
planned in respect of various regions/ 
:?pi|Cti6r8 and factors of production, the 


Credit Control, Lead Bank Scheme, 
rcntial Interest Rates etc), are fpj 
highly inadequate to promote bala^ 
economic growth. It may be seen 
Table 1 that States like Maharastii 
Gujarat, Punjab and Haryana 
per capita Net Domestic Produoti* 
much higher as compared to o\ 
States, managed to receive more ert 
per capita through commercial 
cooperatives and State financial corpi 
lions, ranging between Rs 353 in Hai 
to Rs 800 in Maharashtra. On 
other hand, per capita credit availabiH|i 
through these institutions in backwa*^ 
States like Assam, Bihar, Orissa am 
Madhya Pradesh were Rs 75, Rs 
Rs 92 and Rs 135 respectively. 

Such inter-regional disparity exists evd 
in respect of loans advanced to the so] 
called priority sectors like agriculture and 
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dittt of tho total credit advanced 
l^1)y fhe coimmeitial banks to the small- 
scale iadostries sector, the relatively deve¬ 
loped and industrial regions like Maha¬ 
rashtra^ Gujarat, Tamil Nadu, West 
Bengal and Karnataka received the lion’s 
share (about 53 per cent) and industrially 
backward regions like Assam, Orissa, 
Bihar, Rajasthan, Madhya Pradesh, 
Jammu and Kashmir, Nagaland, Manipur 
and Tripura together accounted for only 
8 per cent. Even States like Punjab and 
Haryana which are agriculturally develop- 


the potential for inddstifiiu' 
development, were given low priority by 
the commercial banks. In the case of co¬ 
operatives, Gujarat and Maharashtra ac¬ 
counted for nearly 80 per cent of the total 
credit supplied to the small-scale indus¬ 
tries sector. Similarly, in the agricultural 
sector, credit advanced by commercial 
banks and cooperatives, is found to have 
been largely concentrated in a few States 
like Andhra Pradesh, Gujarat, Maha¬ 
rashtra, Karnataka, Uttar Pradesh, Punjab 
and Tamil Nadu. The agriculturally back¬ 
ward States like Assam, Bihar, Orissa, 




X KAstunu 

and West Bengal received the lowest 
centage shares. 

An attempt has been made in 
article to find out the chief determini^ 
of interregional credit flows 'ifi; 
estimating the following linear equatioi^ 
using cross section data of eighteen Stale 
as given in Table I. 

(1) CBPj-a + bypi-f-bnpl-f bmpici 

(2) CCPr a + brpi hboDi + bMPKi + btl 
where CBPi =Per capita bank credit « 
ith State; 


Tablf I 

State-wise Net Domestic Product and Credit* Pcr-capita and Percentage Shares of States in Credit Advances 

to the Priority Sectors 


State 

Per capita 

Per 

Percentage 


Net 

capita 

— 


Domestic 

credit 

Small-Scale 


Product 

(Rs)* 

— 


(Rs) 


Commercial 

banks 


Agriculture 


Non-agril. 

credit 

societies 


Commercial Primary Centn 
banks credit and pr 
societies mary 
land di 
velop- 
ment 
banks 


Andhra Pradesh 

897 

234 

4.8 

0.4 

13.6 

7.4 

20. 

Assam 

848 

75 

0.8 

3.6 

0.4 

O.I 

0. 

Bihar 

669 

86 

3.4 

— 

4.6 

1.5 

3. 

Gujarat 

1236 

483 

9.1 

.36.1 

5.7 

10.9 

1. 

Haryana 

1514 

353 

3.6 


4.1 

6.0 

$. 

Himachal Pradesh 

1165 

135 

0.3 


0.3 

0.5 

0, 

Jammu & Kashmir 

825 

179 

0.8 

— 

0.2 

0.2 

0. 

Karnataka 

1038 

415 

7.0 

6.1 

10.6 

6.1 

s: 

Kerala 

1000 

2S7 

3.9 

1.4 

3.8 

6.6 

3i 

Madhya Pradesh 

790 

135 

3.1 

0.7 

4.9 

5.2 


Maharashtra 

1455 

800 

18.8 

44.8 

13.0 

12.8 

6: 

Orissa 

834 

92 

1.0 

0.1 

1.5 

2.3 

2.; 

Punjab 

1688 

426 

0.8 

— 

6.0 

6.9 

7. 

Rajasthan 

873 

155 

2.3 

0.8 

3.5 

4.8 


Tamil Nadu 

997 

447 

9.2 

3.4 

1.0 

11.7 


Tripura 

872 

49 

O.I 

— 

0.1 

— 


Uttar Pradesh 

111 

139 

7.8 

e 

11.3 

12-4 

West Bengal 

I ICO 

435 

8.5 

0.7 

3.4 

— 

4i; 

All India (Average) 

CoefBcient of Variations as 

1035 

349 

100.0 

100.0 

100.0 

100.0 

100; 

betman States (%) 

28 

72 

100 

237 

91 

85 

107; 


•Here credit refers to outstanding loans (as in 1977-78) by scheduled commercial banks, cooperatives state finanbii 
cwpontions only for which statewise data were available. Per capita NDP figures were collected from National Accoun 
Statistic^ CSO and relates to the year, 1975-76. 
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^er capita agrteubitni^ obo^^- 
!..ciedit in ith State; 

|yi*i=Per capita income in the ith State; 
Pi—Per capita bank deposit in the ith 

j5',MPKi=Marginal value product of cre- 
l^in ith State; 

j.'ODissOverdues as percentage of out- 
ading loans in ith State; 
iTLi^lcvel of technological devclop- 
St as measured in percentage of area 
4er high yielding varieties in ith State; 

=constant intercept 
^ regression coellicients 
I It« error term 

S i The results of the two equations are 

o resented in Tabic 11. 

« ’ 

It may be .seen fioni Table JI that the 
ti >!apply of bank credit was significantly in- 
pii^ 
tb: 
bi 
h'l 
c’. 

V 

n 

t' .State 

V i 


Coefficients of Factors Infineacing Credit Flows in India 


Equation 
No. R= 


Intercept 


Per 

capita 

income 


Per 

capita 

bank 

deposit 


MPK 


Over- 

dues 


Technological 

development 


.82 55.31133 


.67 


10.42574 


.10669 

(.11131) 

.11938* 

(.02947) 


.75939* 

(.13818) 


.15972 — — 

(.29408) 

—.00797 —.71197 —1.25750** 
(.12265) (.54509) (.65747) 


Significant at J per cent level ** Significant at JO per cent level 
Figures in bracket indicate standard errors. 


fliienced by bank deposits and that of 
cooperative credit by levels of per capita 
income and technological development 
in dilfcrcnt States. However* the positive 

Taiiit III 


and significant relationship between the 
supply of agricultural cooperative credit 
and per capita income indicates that inter¬ 
regional credit flows have been highly un- 


Outstanding I.oans by Primary Agricultural Cooperative Societies, Overdues and Distribution According to Size of Holding 

(As at (he end of 1977-78) 


Outstanding credit 
(Rs/ha) 


Overdues as percentage 
of outstanding loans 


Percentage distribution 
of credit by size of form 




Less 

2-4 

Above 

Less 

2-4 

Above 

Less 

2-4 

Above 



than 2 

hect. 

4 

than 

hect. 

4 

than 

hect. 

4 



hectares 


hect. 

2 


hect. 

2 


hect. 






hect. 



hect. 



s 'jodhra Pradesh 

237 

128 

54 

35 

33 

32 

43 

22 

35 

c 'iujarat 

434 

241 

203 

37 

44 

41 

14 

17 

69 

hj 

JSaryana 

505 

357 

114 

46 

41 

40 

26 

29 

45 

V, 

Itimachal Pradesh 

286 

196 

130 

34 

35 

39 

52 

24 

24 

f 

immu & Kashmir 

136 

71 

17 

28 

20 

16 

67 

15 

18 


bmataka 

210 

183 

72 

46 

48 

54 

28 

30 

42 


561 

710 

429 

30 

28 

33 

53 

25 

22 


ladhya Pjadesh 

134 

95 

34 

61 

64 

61 

20 

22 

58 

c; 

lnharasira 

360 

223 

126 

50 

54 

55 

20 

21 

59 


kgaland 

II 

4 

8 

63 

66 

43 

14 

12 

73 


srissa 

125 

98 

57 

41 

46 

45 

52 

24 

24 

a 

|injab 

40S 

82 

102 

49 

30 

34 

35 

9 

56 

V 

^jasthan 

118 

85 

34 

51 

54 

41 

20 

22 

58 

r 

Nadu 

350 

270 

205 

37 

34 

29 

46 

23 

31 

i 'i 

(Hpura 

94 

45 

40 

70 

75 

67 

71 

18 

11 

\ 

Nttar Pradesh 

123 

124 

111 

47 

49 

48 

47 

28 

25 

i 

m-lndia Average 

170 

136 

82 

42 

45 

46 

30 

21 

49 

s 

r 










{ 

i 

[^urce : Worked out on the basts of data collected from statistical 

statements 

relating 

to Cooperative Movement 

in India, 


1977-78, RBI and All India Report on Agricultural Census, 1970-71, Government of India 
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favbttlPliBte to ii loiir ^ cap!* 

ta income. Similarly, the significant coeffl- 
cicnt of technological development with 
iicgalive sign, points out that inter-regional 
credit flows remained unfavourable to 
technological change and thus failed to take 
the best advantage of the level of growth 
in the agricultural sector. Marginal pro¬ 
ductivity of credit also was found to be a 
non-significant determinant of the credit 
flows. 

Table III reveals that in almost all 
regions except Kerala, the small size 
group of farms (less than 2 hectares 
roup) received relatively more credit per 
ectarc of net cultivated area, but the 
large farms (above 4 hectares) as a group 
accounted for larger percentage shares in 
aggregate credit advanced by the primary 
agricultural credit societies in eight out of 
the sixteen States under study. In view 
of the facts that large farms form a very 
small proportion of the total number of 
farm holdings in each State and that these 
farms have their own invcstible surplus, 
the capiral availability with the large 
farms in per capita term also would be 
ItsT'y high. Also, the overdues as per¬ 
centage of outstanding loans are found 


to 06 ^mmny more nh the cas 6 of large 
farms. 

The author’s personal observation is 
that in many parts of the country, large 
farmers often take loans fiom various 
institutional sources at low rate of interest 
and lend out such money to marginal and 
small farmers and agricultural labourers 
for a very high price (interest) ranging 
between 100 and 150 per cent per annum. 
Since the cooperative credit societies are 
managed mainly by the large farmers and 
money-lenders, it is not surprising if there 
is a leakage of resources of these institu¬ 
tions in favour of these classes of rich peo¬ 
ple. Besides, in some areas. large farmers 
(through manipulation), are found to have 
received the large benefit of the Govern¬ 
ment sponsored special programmes for 
the development of small and marginal 
farmers and thus the \ery objective of 
these programmes to ensure growth with 
social justice in rural India, seems to re¬ 
main greatly unfulfilled. 

Theoretically speaking, our planners 
and policy-makers have always emphasis¬ 
ed the need for balanced development of 
all regions and sectors of the economy, 
but there is a big gap between theory and 


dustry sectors, especially in backwrard 
regions, credit needs of small enterprise^ 
aic more than those of large ones, but in 
practice India's credit movement seenia 
to have been more favourable for the do* 
veloped regions and large cnteiprises^ 
thereby increasing the backward ofiecta 
cf any unbalanced development in the 
economy. 

lb conclude, credit resources in India 
do not seem to have been adequately, 
planned for balanced economic develop¬ 
ment. In the pa«‘t the relatively advanc^ 
regions and enterprises received larger 
shares in aggregate credit advanced by 
various institutional sources and as a re¬ 
sult, in'er-regional and inter personal dis- 
pa ities in growlh have been further ao*., 
ccntualed. Beside the non-significant 
role of marginal productivity of credit in 
the determination of credit flows indicates 
high degree of ineflicitncy in our credit 
programme. In short, a proper credit 
plan needs to be drafted and monitored 
with due weightag' given to factors like 
marginal productivity of credit, risk of 
overdues and balanced economic growth 
both in the short run and long run. 


Not iust promises but 
performance! 




J IMT" RJSK cover 

Rs. 1063croras 

PREMIUM INCOME 
Rs. 11 ,S croret 


J0W GROSS CLAIMS PAID 
Rs. 11.3 crores 


ECGC sets a 
few more 
all time records! 


We promised ourselves that 
we'd go the extra mile for our 
exporters. And, go the extra 
mile we did! 

Risks covered by the 
Corporation crossed the 1000 
crore rupee mark for the first 
time in 1980! 

Premium income touched a 
new high at Rs. 11.5 crores. 
Gross claims paid in 1980 were 
a record Rs. 11.3 crores. 


For more information contact: 


That means nearly 25% of the 
total claims paid by ECGC in 
24 years of its existence were 
paid in 1980 alonel 
Project and Term Exports 
covered by ECGC in 1980 
touched an all time high of 
Rs. 1261 crores. 

At ECGC, 1980 has gone down 
as a yeai" of outstanding 
performance and 1981 portends 
increasing promise. The time 
to think export is NOW! 



EXPORT Regd. Office; 

CREDIT & Express Towers, 1 0th floor. 

GUARANTEE ?a,er01l‘’323?‘""‘”'' 

CORPORATION Telephones: 233023, 233046, 
LIMITED 233196, 233267, 233321. 


233196, 233267,233321. 
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RaNPlii on Induttry 


Demand for HT Insulators 


' INSULATORS are used in electric power 
^aeration and distribution. Tne State 
ricity Boards are the bulk consumers 
!“ this item. The growth and demand of 
fliT insulators is closely linked with the 
[)wer development programmes in the 
liountry. The Working Group on Electric 
:^fOwer has estimated a demand of 45,000 
'fx>nncs per annum by 1983-84. In order 
';'0 meet this demand a capacity of 60,000 
t onnes per annum on the basis of 75 per 
utilisation is required to be created 
o^y 1983-81. 

®At present there arc seven units in the 
^ Organised sector with a total annual in- 
f * tailed capacity of 27,500 tonnes : 

- 

^ame Annual 

licensed 


■ cV 

V. 

r ' 
t;! 
\ 
Vi 


capacity 


Annual 
instal¬ 
led ca¬ 
pacity 


HT Insulators Factory, 


L900 


7,500 

6,000 

10,000 

2,400 

4,800 


1,200 

33.800 


1,900 

7,500 

4,800 

7,500 

2,400 

2,200 


Ranchi (Bihar) 

Mysore Pv>rcelains 
* f I Ltd. Bangalore 
Seshasayee 
^ ; Industries Ltd, 

Vadalur 

« r (Tamil Nadu) 
ajU, WS Insulators of 
c|t India Ltd, Madras 
Bengal Potteries 
Ltd, Calcutta 
Jaya Shree 

tli' Insulators, Rishra 
(West Bengal) 
f pj Allied Ceramics 
Ltd, Calcutta 
iK (Not Working) 
t te Total 

^ P'Production of the six functioning units 
'Wllfing the years 1976, 1977, 1978 and 
i; c ^79 ^as of the order of 19,073 tonnes, 
' '*$,000 tonnes, 26,003 tonnes and 27,000 
%lines respectively. It will be observed 
$. ^at utilisation of capacity is almost iOO 
cent. 

^ In^addition to the installed capacity of 
^500 tpa, a number of new schemes 

4.' 
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1,200 

27,500 


have been approved with a total capacity 
of70,460 tonnes per annum. It is most 
unlikely that the whole of this capacity 
will actually materialise. Looking to the 
progress made by these with regard to the 
import of capital goods and foreign col¬ 
laboration proposals or both and other 
effective steps taken, it is expected that 
out of this only a capacity of 29,060 
tonnes per annum is likely to be instal¬ 
led and available by 1983-84. Thus the 
total installed capacity by 1983-84 will be 
about 57,560 tonnes per annum as against 
the demand of 45,000 tonnes per annum. 
New schemes likely to be implemented 
soon are : 

1. Insulators and Ceramic 1000 tonnes 
Industiics Pvt Ltd, per annum 
Alwar (Rajasthan) 

2. W.S. Insulators of 
India Ltd, Madras 
(Expansion) 

3. Punjab Ceramics 
Ltd, Bhatinda 

4. Jaya Shree Insulators, 

Rishra (WB) 

(Expansion) 

5. Jaya Shree Insulators, 

Kalol (Gujarat) 

(New Unit) 

6. Seshasayee Industries 
Ltd, Vadalur 
(Expansion) 

7. HT Insulators 
Factory, Ranchi 
(Bihar) (Expansion) 

8. Universal Insulators 
and Ceramics Pvt Ltd, 

Lucknow'—New Unit at 
Rae Barali 

9. Porcelain Insulators 
High Tension Pvt Ltd, 

Indore (New Unit) 

10. Bharat insulators 
Pvt Ltd. Mandasaur 
MP (New Unit) 

Total 29,060 tonnes 

per annum 

HT Insulators of extra high voltage 
(above 220 KV to 400 KV) and of cer- 
tain special types are not yet manufactur- 
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2500 tonnes 
per annum 

5500 tonnes 
per annum 
2600 tonnes 
per annum 

6000 tonnes 
per annum 

1200 tonnes 
per annum 

3600 tonnes 
per annum 

1400 tonnes 
per annum 


3910 tonnes 
per annum 

1350 tonnes 
per annum 


ed in the country. The imports of such in¬ 
sulators during the year 1974-75, 1975-76, 
1976-77 and 1977-78 mainly for the State 
Electricity Boards were of the values of 
Rs 12.9 million, Rs 25.2 million, Rs 30.5 
million and Rs 49.4 million respectively. 

To sum up, a total capacity of 97,960 
tonnes per annum has already been licen¬ 
sed or approved for the manufacture of 
HT insulators to meet a demand of45,000 
tonnes per annum by 1983-84. Out of 
this, a capacity of 27,500 tonnes per 
annum has already been installed and an 
additional capacity of 29,060 tonnes per 
annum is expected to be installed and 
available by 1983-84. Thus, the total 
installed capacity by 1983-84 will be 
about 57,560 tonnes per annum. In view 
of this position, there would seem to be 
no scope for new units being set up in the 
near future. The following capacity ha^j 
been approved : 


SI. 

No. 


Name 


Annual capa¬ 
city licensed/ 
approved/ 
registered 


1. Bihar State Indl Dev 
Corpn Ltd, Patna 
(HT Insulators 

Factory, Ranchi) 3600 tonnes 

2. UP State Indl Dev Corpn 

Ltd, Kanpur 4500 tonnes 

3. Bharat Heavy Elects 
Ltd (Mysore Porcelains 

Ltd, Bangalore) 16000 tonnes 

4. RK Rajgarhia of 

New Delhi 5000 tonnes 

5. Arvind Kumar Somany 

of Ahmcdabad 6000 tonnes 

6. Andhra Pradesh Indl 
Dev Corpn Lid, 

Hyderabad (A new 
company, named Lakshmi 
porcelains Ltd, has 

been floated in the 

joint sector*) 10000 tonnes 

7. B.L. Sharma of 

New Delhi 1100 tonnes 

-^HardcT Singh 
niNB2$. iMl 
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A Policy for Doarness Allowance 

Sir—Jn discussing wage 


policy, one realises the inv 
portancc dearness allowance 
(DA) has in the wagx struc¬ 
ture. As a direct consequence 
of inflation, the quantum of 
dearness allowance has as¬ 
sumed Such high in^porlance 
and dominance that it has 
rendered the role of wages 
jjlmost subsidiary. 'I'here 
could be no meaningful 
discussion cf a wage structure 
without prior reference t(* DA 
This situation has been 
caused by the automatic 
neutralisation of price rise by 
payment of DA linked to 
consumer price index. Al¬ 
though there is a variety of 
systems of DA payment, ail 
have one thing in common, 
namely autiraatic increase in 
quantum regardless c-f any 
other fact-«r. Such systcr.i of 
^■^^xatic r has given an aln .ost 
^ested interest to the ci.i- 
ployccs in the increase in 
consumer price index. Pro¬ 
ductivity, length of service, or 
loyalty in service, have become 
Subsidiary considerations for 
wage increases, since without 
any extra eflbrt additional 
emoluments just flow auto¬ 
mat i(;ally from indexation 
through rise in consumer 
prices. 

Although no one can dis¬ 
pute the legitimacy of their 
claim in an ecom^my charged 
with inflation, the fact re¬ 
mains that under such system 
indexation wage costs tend 
to rise without any necessary 
increase in production or pro¬ 
fit. Such a situation can 
perhaps, to an extent, be re¬ 
medied by delinking a system 
of automatic adjustment i>f 
DA except for the vulnerable 
section of cm.ployees. As for 
others, a system of periodical 
revision could be introduced 
say every two or three years. 
In Such a revi.^'ion, of course, 
full consideration for price 
rise could be one of the in - 
porlant factors to be taken 
iWio account. 

The extent to which DA 


distorts the wage structure can 
be seen by noting that the 
DA rate varies widely in 
different units. l-'or every 
point rise in Consumer Price 
Index fCPl) the employee 
gets- in Reserve Bank, 
Rs 6.25; in LIC, Rs 3.95; 
in Banks, Rs 3.75 in Public 
Sector Undertakings, Rs 1.30; 
in other industries, stijue figure 
between the highest above and 
the lowest. What justification 
is there for giving a different 
weighlage for dearness allow¬ 
ance to persons doing the 
same type t f wt)rk in the 
Same city ? 

Should it be so, just becau'-e 
they are employed in diflcrcnl 
undertakings / establishmcnls ? 
if DA is intcndc<l to be paid 
to neulralisc the ri.se in cost 
of fixed baskcl of gc ods, then 
all employees paid according 
to the CPI miisl gel lhe same 
am.ounl (T DA. 

In i.uiny cases, even higher 
DA is given according to 
salary slabs. It means that 
cmpit yecs drawing ihc higher 
rales of DA arc being gi\cn 
more than their proporlionalc 
share of weighlage in ctmsi- 
deration of standard of their 
living rather than compensat¬ 
ing for the rise in the cost of 
the fixed f(H,d basket. The 
value of the minimuni needs 
of a person cannot vary from 
indu.stry to industry at the 
same centre. A dearness 
allowance system based on this 
kind of consideration can 
prove irrational. 

The eiu/rmity of the dilfe- 
rcncc in the wage levels t)f 
organised employees and cleri¬ 
cal stair as against other 
labour can be juds^.cd by the 
fact Iha.^ the average earrJnc.s 
of farm labi-ur was around 
Rs 3.26 f*cr day (1974-75) and 
even the highest minir.'.um 
wage for skilled labour fixed 
under the Act is no more than 
Rs 8 to Rs lO per day (cc*nsc li- 
dated, without fringe benefits, 
perquisites or social security). 

Looked at from yet 
another angle the annual 


per capita income is at pre¬ 
sent approximately Rs 1,200 
which stands no comparison 
with the minimum earnings 
of even unskilled workers in 
organised industry which range 
upto Rs 8,000 per annuni. 

Dearness allowance as much 
underlines the economic 
role played by organised wor¬ 
kers in the production process 
and the need for adequate 
compensation to such workers. 
However, these glaring dis¬ 
parities draw attention to the 
social injustice involved in the 
prevailing wage structure. If 
wage policy does not take into 
account these considerations 
of equity and justice as 
between employees in different 
occupations and employments 
demanding i\ wide \ariely of 
.skills, there would be a situa¬ 
tion where there would be an 
undue attraction for certain 
jobs resulting from a lure fer 
securing a place on a lew 
high-wage islands. 


wcll-crganisod white collar 
workers, backed by niilitant 
trade unions could improve 
their standard of living from 
time to time by striking for 
higher emoluments. Jn such 
u situation of social injustice 
it would be a travesty of edu¬ 
cation as after spending their 
family fortune on atiaining 
diplomas and degrees, it is 
their sad lot, only to be 
counted amongst the category 
of the under-employed or un¬ 
employed. On the other hand, 
frequent and successive rise 
in the wages of the white collar 
workers would undoubtedly 
tend to dry up jobs, through 
unbearable high cost to the* 
employer and consumer. Could' 
there be any doubt that not 
only would it lead to eroding 
the prospe:ls for creating new 
jobs but also affect future 
security cf existing jobs. In 
the context of our population i 
growth, it would be tragic. 

Yours etc 
Naval H. Tata 
(President, Employers*' 
f ederation of India) 


It IS si r.ie lord lor thought 
to consider what vvculd happen 
to unorganised 7.2 million 
educated unemplc-yod if the 
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STATE OF THE 
ECONOMY 


Industrial Production 

TliE MONTHLY index of in¬ 
dustrial productirn for March, 
1981 stood al 170.9. It was 
^ighcr than the index for 
Bharch, ]9^‘0 by 10.4 per cent. 
The growth rate during the 
first three months of 1981 over 
the same period of 1980 was 
9.1 per cent. The growth 
rate for the financial year 
1980-81 over the corresponding 
period of 1979-80 showed a 
rise of 4.1 per cent. 

C'Pmparcd to last month, 
the increase of 9.8 per cent 
in index is accounted mainly 
by the increase in production 
of ‘electrical machinery, appa¬ 
ratus, appliances and Supplies', 
tricity', ‘basic metal in- 
Aiuslries' and ‘mining and 
quarrying' against decrease in 
production of ‘food manu¬ 
facturing industries, except 
beverage industries', and ‘m.is- 
celluneous manufacturing in¬ 
dustries'. 

The index nuinbers cf in¬ 
dustrial production for each 
month from January, 1979 to 
March, 1981 are given below: 


Month 

1979 

1980 

January 

158.6 

154.0 

February 

152.2 

149.0 

March 

168.8 

160.3 

gl^ril 

146.0 

138.8 

“ay 

146.4 

143.4 

June 

141.3 

141.2 

July 

144.6 

147,9 

August 

147.3 

148.4 

September 145.6 

150.3 

October 

143.8 

151.2 

November 145.8 

153.8 

December 

153.5 

169.5 

Average 

149.5 

150.7 


1981 

167.4 

161.1 

176.9 


Growth in Public 
Sector Undertakings 

Public Sector Undertakings 
under the purview of Depart- 
ipilRont of Industrial Develop¬ 
ment, achieved in April, 1981 
a production of Rs 1319.27 


lakhs, 68.56 per cent of the 
target of Rs 1924.06 lakhs. 
This production of Rs 1319.27 
lakhs was 12.76 per cent higher 
than the production of 
Rs 1169.96 lakhs in the cor¬ 
responding period last year. 
The monthly production ex¬ 
cludes production of Hindiistan 
Salts Timitcd, which is engaged 
in a seasonal industry and 
whose production is valued 
at Rs 70.25 lakhs during the 
month of April, 1980. Public 
sector units which have ex¬ 
ceeded their target for the 
month arc National News¬ 
print and Paptr Mills Limited 
(111.29%) and Instrumcnta- 
lion Limited (102,16%). Uni*s 
which have achieved more than 
80 per cent of their rcs]>cclivc 
targets for the month are 
Hindustan Cables Limited 
(86.82%), Andrew Yule & C o 
Ltd (80.12%) and National 
Tniitrumcnts Limited (87.54“,;). 

India-Cuba Cooperation 

India and Cuba signed re 
cently a memorandiun of dis- 
cu.ssions held recently during 
the visit of the Cuban delega¬ 
tion headed by Dr R.D. Val- 
lina, Vic^-Ministcr of Public 
Health, reflcciing Cuba's in¬ 
terest in Indian collab( ration 
in the field of pharmaceuticals. 
The Cuban side showed 
interest in technologies for 
about Tcn basic drugs which 
included sulphnmethi/ole, 
chlorpropamide, glybcnola- 
mide and the Indian side 
agreed to explore possibilities 
in this respect. The Cuban 
side also showed interest in 
steroid technology and indi¬ 
cated that thc> would be 
interested in receiving an offer 
from India in this respect. 
Since Cuba is major producer 
of canesugar and alcohol, the 
Cuban side showed interest 
in procuring technology lor 
JI alcohol-based chemicals, 


Such as, ethyl acetate, butanol, 
acetaldehyde. 

The Indian side agreed to 
explore the possibiliHes in re¬ 
spect of these synthetic drugs 
and chemicals. Regarding 
antibiotics, the Cuban side 
showed inUrcst in receiving 
preliminary technical details 
for setting-up an antibiotics 
plant for the manufacture of 
penicillin, erythromycin and 
tetracycline, in respect ofpeni 
cillin, Cuba indicated that they 
would prefer the technology 
which could make use of 
either molasses or sugar. In 
respect of formulations, the 
Cuban side indicated that they 
would like India's help in 
setting-up plants for produc¬ 
tion of pharj.iaceuti‘':il specia¬ 
lities in Third couiilrics, for 
which an agreement could be 
signed between India, Cuba 
and the Third country. 1 he 
Indian side requested the 
Cuban delegation to commu¬ 
nicate specific propo.sals iden¬ 
tifying such Third countries. 

Increased Reilway 
Freight Tralfic 

In April 1981, the revenue- 
earning freight traffic of the 
railways amounted to 16.89 
million tonnes as against 14.58 
million tonnes in the cor- 
resfxmding month last year. 
There was also a significant 
increase in average lead of 
this traffic, which improved 
from 746 km in April, 1980 
to 765 km ill April this year. 
The railways earned Rs 50.24 
lakhs during April this year 
from its container service. As 
many as 3,758 containers were 
loaded. Another Rs 132.24 
lakhs were earned by heading 
2,643 wagons under the freight 
forwarders* scheme. The 
Integral Coach f'actt^ry at 
Perambur manufactured 60 un¬ 
furnished coaches and 58 fur¬ 
nished coaches during the 
month. 

Railway Expenditure 
Control Machinery 

The railways have decided to 
revamp their expcr.diture con¬ 
trol machinery so as to achieve 
a minimum of 10 per cent 


economy in expenditure during ^ 
this year. One of the existing 
posts of Additional General 
Managers on each zonal rail¬ 
way has been redesignated as - 
AGM (Lxpenditure Control). 
These AGMs will devote them- 
scl ves fu 1 ly to expend! ture con- ! 
trol work, which will include - 
control on materials, inventory 
control and economy in per¬ 
sonnel and fuel consumption 
as well as in ether facets of 
railway working. At the 
divisional level, one Additional 
Divisic-nal Railway Manager 
in each division has been re¬ 
designated as ADRM (Expen¬ 
diture Control). These officers 
will look after expenditure 
conlrv.1 work in their parti¬ 
cular divisions. 

Wheat Procurement 

Wheal procurement by offi¬ 
cial agencies has crossed six 
million tonnes mark. Procure¬ 
ment on June 16, 1981 totalled 
6,004,233 tijnnes. This is about 
200,000 tonnes higher than 
the procurement last year. 
Punjab has procured 36,32 
lakh tonnes as against 41.88 
lakh tonnes last year. Uttar 
Pradesh's procurement has 
totalled 11.50 lakh tonnes 
against 4.63 lakh tonnes 
and Haryana's procurement 
this year is J0.72 lakh tonnes 
against 9.96 lakh tonnes last 
year. Madhya Pradesh has 
so far procured 1.26 lakh ' 
tonnes, Bihar 7,653 Icnnes^ 
Jammu and Kashmir 7,000 
lormcs, and Rajasthan 8,383 
tonnes. 


Indo-EEC Cooperation 

India and European Eco- 
nomic Community signed a 
new Indo-EEC Commercial 
and Econontic C'oopcration 
Agreement in Brussels on June 
23, 1981 which envisagcdlndo- 
ELC cooperation in a wide 
area ccc'nomic activities. 
Mr Khurshed Alam Khan, * 
Minister of Stale for Com- ‘ 
merce, accompanied by Mr 
P-K- Kaul, Commerce Sec¬ 
retary and other officials were 
in Brussels to sign the agree¬ 
ment on bchali' of India. 

The new agreement is to j 
replace the existing Commer- 
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^cial Cooperation Agreement 
which has been in furcc since 
April, 1974. While in Brus- 
eels, Mr Khan held discus- 
■ sions with the C'orandssiim 
of the European Conimunilics 
I: find also wiih the leaders of 
L Belgium Government. He also 
V had a mcetinc with the 
/ emigrant Indian Conununily 
f,' in Antwerp which is mainly 
$ engaged in diamonds trade, 
y Antwerp is the nv>st important 
£ centre for diamond trade and 
^ more than 80 per cent of our 
imports from Belgium consist 
of unworked diamonds and 
an equal percentage in our 
i;, exports is also accounted for 
by cut and polished diamonds. 

it The negotiations for the con- 
\ elusion of the new Commercial 
and EconcMuic C'oopcralion 
^ Agreement between the Ruro- 
' pean Economic Conununily 
, and India were completed in 
Brussels in April this year. 

. The agreement is a livc-ycar 

* non-prefcrential cooperation 

’ agreement designed to pro¬ 
mote closer trade and ccono- 
mic relations between the 

; { Community and India and to 

l,' give a new impetus to the 
mutual relations between the 
partners, building on the pre- 

* ! vious ccimmcrcial coopera- 

, tion agreement which emne 

' into operation on April i, 

' 1974. 

<;■ 


Shoe Uppers for 

soR 

Jf* The State Trading Cor- 
^Ji:poration has signed a five- 
ill year contract for the supply 
t' of leather shoe uppers worth 
V Rs 97 crorcs. Under the 
^^.afircement, export of shoe 
suppers to GDR will be gradual 
steppsd up from Rs 15 
il^rores in the current year to 
1 Rs 17 crorcs in 1982. In 1983 
Lit will be worth Rs 19 crorcs 
*f ,and in 1984 Rs 21 crorcs. 

the fifth year, its export 
] Hi will be Rs 25 crores. 

ig. The export of shoe uppers 
^Kto GDR has made a quantum 
ijump front rupees seven crorcs 
.Kan 1978 to Rs 14 crorcs in 
*Ul980. 

I!4 GDR buying agency, 
Mlnteipelz had, however, has 
li^ade it clear to the STC 


MggtSRN BCX>NOMIST 


that the supplies should be 
of the required quality for 
which it will provide designs 
and spc'. ifications. Il has also 
told the STC that nioidhly 
delivery schedule of shoe 
uppers should be adhered to 
so that its supply of shoes to 
other countries is not adversely 
afTecled. 

The GDR on its part has 
recognised the long term ex¬ 
port potential of supply of 
uppers by India. It has, there¬ 
fore, agreed to provide tech¬ 
nical expertise to the Indian 
manufacturers who arc asso¬ 
ciates of the STC. 

The STC has assured the 
GDR buyini, organisations 
that suitable steps wt)uld be 
taken to ensurt quclity con¬ 
trol on the supply of uppers. 

It has also stated that the 
monrhiy delivery schedules 
would he adhered to. 

US Grant for HUDCO i 

An agreement pro\iding for , 
a grant of S 125,000 for the i 
US fiscal year |9SJ for 
Housing and Urban Develop¬ 
ment Corporation HUDCO 
Shelter Design and Analysis 
was signed rojcnlly by 
Mr Yogesh Chandra, Joint 
Secretary, Department of 
Econtunic AITairs and Mrs 
Priscilla M. Houghton, Director 
for the United Stales Agency 
f<»r International J^evelopment 
(USAID) in New Delhi. The 
total cost t>f the two year 
HUDCO project is estimated 
at approximately S 375,000 of 
which the USAID will contri¬ 
bute S 250,000. Funding by 
USAID will be incremental 
with S 125,000 in US fiscal 
year 1981 and $ 12,^000 in US 
fiscal year 1982, subject to 
the avaikibilily of funds and 
mutual agreement. 

In order to proi.u>te and 
expand the supply of low in¬ 
come shelter in India, the 
HUDCO is attempting to im¬ 
prove its project identification, 
project design and proj'^ct 
analysis process. The grant 
will assist HUDCO iri this 
effort by developing a package 
of micro-computer based 
moilels and programmes for 
shelter piojecl identification, 
design and analysis, costing, 


FORM »-A 
(See Rule 4A(1)) 

J. K. SYNTHETICS LTD. ^ 

NOTICE 

It is hereby notified for the info, mation of the public that J.K. 
Synthetics Limited proposes to make an application to the Central 
G ivernment in ihc Department of Company Affairs, New ITclhi under 
sub-sjctijn (2) if Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969, for approval for the establishment of a new under¬ 
taking for the production, supply, distribution or control of Purihed 
TercplUhiilic Acid (PTA) with an installed capacity of 75,( 00 tonnes per 
annum. Other particulars of the proposed new undertaking are as under: 
(i) Name of the proposed The new undertaking proposed will be 
undertaking. a division of J.K. Synthetics Limited. 


(ii) Namc(s) of pcrson(s) or 
authority/authorities pro¬ 
posing to establish the new 
undertaking. Where il i.s a 
body corporate, furnish 
details of its management 
structure together with those 
of the proposed undertaking. 

(iii) Capital struciuie of the 
applicant person or authority 
and of the proposed under¬ 
taking. 


.I.K. SYNTHETICS LIMITED.Kamla 
Tower, Kanpur (a public limited com¬ 
pany managed by the Managinfu 
Director subject to superintendenc« 
and control of the Board of Directors).^ 


Authorised: 


Equity Shares: 

Rs. 

2^0('00r0ofRs. 10/- each 
Preference Shares 
lOOOOi) of Ks. ICO/- each 
(9.5% Cum. Red. Prof. 

250'JOUOGO 

shares) 

100'0.) of Rs. 100/-each 
(11% Cum. Red. Pref. 

ICOJOOOO 

shares) 

10000 of Rs. 100/- each 

JOCOOOCO 

(9.1% Cum. Red, Picf. 

lOOOQC^Ill 

shares) 

90000 of Rs. 100/- each 

Unclassified shares 

9000C0o 

Rs. 

3J00()00C0 

Issued, Subscribed and Paid up: 

Equity Shares 

15066000 of Rs. 10/- each 
Preference Shares 

7.'00 ) of Rs. IOC/- each 
(9.5% Cum. Red. Pref. 

I5C66C030 

shares) 

10000 ) of Rs. 100/-each 
(11% Cum. Red. Pref. 

7500000 

sha res) 

10000 of Rs. 100/- each 
(9.1% Cum. Red. Pref. 

10000000 

Shares) 

1000000 

Rs. 

169160000 


(iv) Propo.sed location of the Scclampur (U.P.) ^ jl 

Undertaking. j .... 

(v) Brief outline of the cost of Estimated capital investment on the 
the projcjl, the scheme and proposed project: 
the source of finance: 5.^0o Crorcs towards land, 

building, nlant and machinery. 

(b) Source of Finance 

This will be met through Rupee 
Loans fiom financial inslitutioas/ 
is'^ue of debentures etc and foreign 
exchange loans from International 
Agenc.es/Euro-Dollar Market/ Sup- 
plic s' credit. 

2. Any per.>on interested in the matter may make a representation to 
the Secretary, Department of Company Affairs, Government of India, 
Shadii Bhavan, New Djihi, within 14 days from the date of publication 
of this notice, intimating his views on the propo.sal and indicating the 
natuie of his inteicst therein. 


For J.K.SymbeticsLtd. 
Sd, 

R.S. Bi4pa> 

Registered Office: Secretary 

Knmia Tower, Kanpur (U P.) 

Dated the fth May. 1981. 
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cash iftow and itnimcial pkn- 
ning. 


The corporation floated its 
^th series of debentures for 
Rs 15 crores on June 10, 
J98I. The bonds were over¬ 
subscribed by more than four 
times. The bonds have a 
maturity period of J5 years 
and carry an annual interest 
rate of 7.25 per cent payable 
half-yearly. The HUDCO 
bonds issued at par arc guaran¬ 
teed by the (iovernment of 
India for repayment of princi¬ 
pal and payment of interest. 
mBUDCO has so far issued 14 
^ftries of bonds for a total 
amount of Rs 128 crores. 
Its total resources arc n(^w 
nearing Rs 3t.)0 crores mark. 
HUnCO, which was set up 
in April 1970, has so far 
sanctioned 1,522 schemes with 
to^al project cost of Rs 1,063 
crort^s. For these schemes 
IIUl3cO will give loans for 
over Rs 716 crores. These 
projects will help provide 
about 900,000 residential units 
and about 66,000 plots to 
^ou^^e over 50 lakhs of our 
alation. 


Bihar irrigation 

Patratu Reservoir Project in 
Bihar, estimated to cost 
Rs 1098.18 lakhs, has been 
approved by the Planning 
Commission. When completed, 
the project will irrigate a total 
area of 10,200 hectares an¬ 
nually. The Planning Com¬ 
mission has also approved six 
other irrigation schemes of 
the State at the total estimated 
cost of Rs 2874.70 lakhs. 
The se are Tapkaia Reservior 
B|||p!)ject, Suru Reservoir Pro¬ 
ject, Tarlow Reservoir Pro¬ 
ject, Sonua Reservoir Scheme, 
Nandini Reservoir Project, and 
Sindwarni Reservoir Project. 
These six scher.’cs together are 
expected to provide annual 
irrigation to an area of 32,216 
hectares. 


Drive for Fertilizer 
Consumption 


Sixtyfive districts in the 
country have been identified 
Special eflbns in fertilizer 
^^nsumplion for 1981-82. 
Fifteen of these districts arc 


in the South, 2^ in the west, 
12 in the east and 15 in the 
north zone. All these districts 
have good irrigiition but are 
low^ in fertilizer consumption. 
They also have assured rain¬ 
fall. These districts were selec¬ 
ted at a meeting called by 
the Ministry of Agriculture 
to review in detail the ferti¬ 
lizer promotion programme 
undertaken by the State 
Governments and the fertili¬ 
zer manufacturers. The meet¬ 
ing was attended by senior 
officers of the Mini.stry of 
Agriculture, representatives of 
State Governments and ferti¬ 
lizer nianiifacturcrs. The meet¬ 
ing considered steps to ensure 
that the 1981-82 target of 
66.0 lakh tonnes of fertilizer 
censumption in terms of 
nutrients was achieved. Jhc 
target represents an increase 
of one million tonnes as com¬ 
pared to the achievement of 
1980-81. 

The meeting decided that 
while there should be no 
slackening (.*1 efforts in the 
high consuming disiriets, llu 
pace of fertilizer consumption 
slK’.uld be broadened as the 
present fertilizer eonsuinplicn 
reflected sharp regional dis¬ 
parities. The Stale GtiVerii- 
ments and the fertilizer manu¬ 
facturers have agreed to m(-'unt 
special elforls in the selected 
districts in addition to their 
existing program.mes. for 
each district a lead manufac¬ 
turer would be identified. The 
Dcparltnents of Agriculture in 
the Slates would coi^rdinale 
the prograjim'.c. A coordi* 
nation committee of manu¬ 
facturers and officers conccrii- 
ed wculd be fornttxl at tJie 
district level under the Chair¬ 
manship of District Coliccttir 
to implcjucnt and monitor the 
progranm-,e. 

National Horticulture 
Board 

The group on perishable 
commodities, constituted by the 
Government of India in Janu¬ 
ary this yea- has in its final 
report recor.'jucndcd adequate 
provision of production credit 
to ensure increased production 
and reasonable income to 
growers. The group, headed 


by Dr M. S. S^ammathan, 
Member Agriculture, Planning 
Convrnission was asked to sug¬ 
gest measures for stabilising 
highly fluctuating prices cf 
perishable agricultural com¬ 
modities and to suggest appro¬ 
priate methods for promoting 
farmers’ own organisations for 
the purchase and marketing 
to these commodities. 

The group has made re¬ 
commendations on all asf.ccts 
of production consumption 
chain of these commoditii,s 
particularly relating to pro¬ 
duction planning, post-harvest 
technology, transport, storage 
and miirkcting. The group 
came to the conclusion that 
if these problems were dealt 
in a total s>slcMn it niii^ht be 
possible to double the pre¬ 
sent production of 50 million 
tonnes of fruit and vegetables 
in 15 years. It was, however, 
emphasised with mere physical 
expansion of the infrastructure, 
without priivision of adequate 
production credit would not 
have the desired impact on the 
income of growers. The 
group pi)inled out that in 
this context, the Stale Ware 
housing and Rural Godowns 
Project, designed to enable 
farmers to have, access to 
credit on production of appro¬ 
priate receipts, was important. 

The group in its interim 
report had pr«. |>jSed the set¬ 
ting up of a National Horti¬ 
culture Promotion Board to 
help in coordinating, stimulat¬ 
ing and sustaining the pro¬ 
duction of fruitand vege¬ 
tables. 

Rural Electrification 

A record loan assistance of 
over Rs 116 crores has been 
sanclioned by Rural Fdcclii- 
Jicalion Cor|Xjralion (RFC ) fiir 
about 500 new projects spread 
over 19 States. These pro¬ 
jects will hcl]> elc\:trify over 
7700 additional villages ai d 
energise more than 130, 030 
irrigation pun:pscts. In addi¬ 
tion about 120,000 doJ.'.esiic 
and conuacr.ial conne.iions 
and more than 6700 indusliial 
connections will be pri>\idcd 
in the projoct areas. Of the 
new sanctions, more than 150 
projects, involving a loan 


Bi§si$tance of over Rs 60 c^re$« 
are meant for the electrification i 
of backward areas* 

In order to give a furthi^j 
fillip to agricultural product] 
tion. about 250 schemes have j 
been sanctioned under thiOj 
Special Project Agriculture: 
(SPA) programme which is! 
being jointly financed by RFC, | 
Agricultural Refinance and < 
Development Corporation 
(ARDC’j and commercial, 
banks. Over 100,(X)0 pumpsets ] 
will be energised under these! 
schemes in potential areas, ■ 
with a financial assistance of : 
over Rs 26 crurcs. j 

Harijan Basils i 

1 

A loan amount of over i 
Rs 3.6 crores has been sanc¬ 
tioned by the corporation to 
elecirify more than 3500 hari- • 
jan baslis in six States cf j 
Andhra Pradesh, Jamrau and j 
Kashmir, Maharashlra, Rajas-] 
than, Haryana and Punjab. ! 
Over 21,000 streetlight points | 
and a large number of domestic . 
aiid commercial connections 
will also be provided in those , 
bust is. 


To further improve power 
Jiupply and reduce line losses, 
the corporalitm has sane- . 
Honed 1 36 system improve- * 
ment schemes involving a loan 
assistance of over Rs IScrorcs. 
These schemes will result in 
Substantial .saving of electricity * 
which can be utilised to give 
more power connections for 
product I vt purposes. 

Under the Revised Mini- ; 
mum Needs Programlne 
(RMNPj, the corporation has 
sanctioned over Rs 24 crores ’ 
for 45 scher.^es. The pro- ' 
jecls ali’‘j,e will electrify more * 
than 3I(X) villages and energise ’ 
4,(X)0 puiv.psets in backward 
areas. With this, the cor- 
poralic n has so far .sanctioned ' 
mere than 4500 projects in¬ 
volving an a^jegate loan assis- ! 
tan' e of over Rs 1490 crores. ' 
Together, these projects en¬ 
visage electrification of over 
200 000 villages and energi¬ 
sation of more than 16.5 lakh 
irrigation purc.psets in 22 
Slates. The corporation has 
already disbursed more than 
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r ’ ■ 

I fts 1,600 crorcs for the im- 
f piemen tat ion of its projects. 

I' 

I Development of 
[ Himalayan Region 

y A 15-raembcr task force 
I has been set up by the Plan- 
^ ning Commissioit under the 
I Chairmanship of Dr M. S. 
|. Swaminalhan. to study the cco- 
f development in the Himalayan 
t region. Developmental activi 
I: ties in the Himalayan regitm 
I have to ensure that short-term 
gains are not followed by 
If long term inipairraenl of the 
i; health of the cco-systerns that 
j Sustain these activities. The 
; Central Government therefore 
' feels that there is an urgent 
need to balance ccononjc 


development with the impera¬ 
tives of environmental con¬ 
servation and to formulate 
realistic and manageable prog¬ 
rammes for tackling inter¬ 
linked problems involved in 
cco-developmcnt of the region. 

The task force has to 
decide on a proposal to set 
up a centre for Himalayan 
regional studies with the parti¬ 
cipation of the universities of 
the region and make suitable 
recommendations by August 
1981. 

According to the terms 
of rcfcrciiCc, the task force 
has also to identify ecological/ 
environmental problcr.\s re¬ 
quiring study <^11 a priority 
basis and to draw up guide¬ 


lines for universities ^engaged 
in Such studies, to recommend 
national and State level 
arrangements necessary in res¬ 
pect of plan formulation, fund¬ 
ing, legislative enfcrcemcnt and 
administrative machinery need¬ 
ed to overcome the ecological/ 
environmental problems of the 
region. The full report of the 
task for;e is to be submitted 
by December 1981. 

ICICI 

The issue of rCICI’s 7.50 
per cent Instruments by way cf 
Bonds (2001)—in the nature 
of promissory Notes for 
Rs 54.50 crores, with a right 
to .'ctain excess subscription 
money up to 10 per cent of 
I he issue, which opened for 


public Subscription on June 
15, 1981, has been fully sub¬ 
scribed and was closed at the 
close of banking hours 
June 17, 1981. 

Names in the News 

Mr Mohinder Pal Puri has 

been elet'ted as President of 
the PHD Chamber of Com¬ 
merce and Industry for the 
year 1981-82. Heisa Director 
of various Companies including 
Uttar Pradesh State Cement 
Corporation Limited, Phillips 
Carbon Black Lim.itcd, Plasse|i 
(India) Private Limited, HiinP 
Rectifiers Limited etc. He is 
also an Alternate Director in 
Cochin Refineries Limited, 
Kumardhubi Fireclay and 
Silica Works Limited etc. 
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Fair Outlook for* 

HINDALCO 

Mh^Aditya V. Birla, Director, 
Hindustan Aluminium Cor- 
^ poration Ltd has struck a note 
of cautious optimism about 
the outlook for the company. 
Although the aluminium in¬ 
dustry as a whole is presently 
faced with host of problems. 
Mr Birla, who presided over 
the annual meeting of the 
oompany in Bombay, held 
recfenlly in the absence of the 
Chairman, Mr G.D. Birla, 
told shareholders that the 
future of the company is 
“reasonably bright”. 

He said that the aluminium 
fef dustry in our country was 
vm the threshold of a major 
breakthrough. Despite some- 
chronic and perennial mala¬ 
dies afflicting the industry, 
which remain unsolved: “f 
look forward to the future 
with optimism and hope that 
the aluminium industry in 
India and particularly your 
company will prosper”’ he 
said. 

Replying to queries from 
newsmen after the meeting, 
Mr Birla disclosed that the 
company had made a claim 
for a further increase in the 
retention price to compensate 
Kor the rise in costs. The 
relevant cost data have already 
been submitted to the Bureau 
of Industrial Costs and Prices 
(BICP). 

Earlier, he told shareholders 
that the increase in the re¬ 
tention price of Rs 3,900 per 
tonne announced in March last 
was not adequate as it fell 
far short of the increase in 
the production costs. There¬ 
fore, the retention prices con¬ 
tinue to be uneconomic and 
at the current level of prices 
Bi^an adequate return cannot be 
secured. 

Against this background, the 
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company has submitted to the 
BICP that there had been an 
increase in costs by about Rs 
1,000 per tonne and Mr Birla 
has expressed the hope that 
a fresh hike in prices would 
be allowed by the Government 
in the light of the company’s 
representation- 

Mr Birla has lold newsmen 
that the company’s profit in 
1981 will be much higher 
than in 1980 which had to 
be a disastrous year financially 
for the entire aluminium 
industry in general and 
HINDALCO in particular as 
the retention prices for con¬ 
trolled iiems were much below 
even rheir cost of produc¬ 
tion. 

Optimistic View 

Explaining his optimistic 
view about the company's 
future, he has said that pro¬ 
duction would be higher in 
1981 in view of expectations 
of an improvement in the 
energy supply. The expansion 
of the company's power plant 
(Renusagar) is in progress and 
one unit with a capacity of 
67.5 MW is to be commis- 
soned in August next and the 
second one with an equivalent 
capacity is expected to go on 
stream a year later. There¬ 
fore, the company’s power 
problems arc likely to be 
solved to a large extent with 
this additional capacity. Alu¬ 
minium production is expected 
to rise by 80 tonnes a day 
after the first unit of the ex¬ 
panded capacity of Renusagar 
Power Company is commis¬ 
sioned. As against the con¬ 
tracted power Supply of 120 
MW a day from the ’UP State 
Electricity Board the present 
supply is. only .50 MW. 

The company’s production 
for 1981 is expected to be 
about 90,000 tonnes against 
75,438 tonnes in 1980. The 


production in the £rst Ave 
months of 1981 had amounted 
to 34,700 tonnes and the turn¬ 
over in J981 is likely to be 
Rs 170 crores. 

As for the financing cf the 
company's expansion plan 
involving an outlay of about 
Rs 100 crores, Mr Birla has 
said tint the company had 
no plans for the issue of con¬ 
vertible bonds. He felt that 
the outlay could be met from 
the company’s own internally 
generated funds and from ex¬ 
ternal loans. 

Mr Birla said that currently 
the aluminiujn market is pass¬ 
ing through a recessionary 
trend primarily on account 
of huge imports made by 
the Government and large un¬ 
sold stocks with MMTC. Al¬ 
though it is obligatory for 
each producer under the pro 
visions of the Aluminium 
(Control) Order to produce 
and Supply .50 per cent tjf 
its production as eleclrical 
conductor grade metal for the 
State Electricity Boards, they 
are facing severe shortage of 
funds and are not lifting con¬ 
ductors and cables. Mr Birla 
has hoped that the Govern¬ 
ment would release funds ex¬ 
peditiously to the State Elec:- 
Iricity Boards. 

The import policy also needs 
to be revised rcali.stieally. 
Imports can at best be a 
short term solution to meet 
temporary shortfalls in supply 
and in no case should be 
res<uied to at the cost of 
indigenous producers. In fact, 
undcr“ the existing circums¬ 
tances, the Government should 
stop imports of aluminium. 

Jayshree Tea & Industries 
Fares well 

Jayshree Tea and Industries 
has fared well during the 
year ended March 31, 1981, 
despite several constraints. 
The gross profit has increased 
from Rs 584.64 lakhs of the 
previous year to Rs 731.86 
lakhs. After providing 
Rs 267.84 lakhs (Rs 144.91 
lakhs) for depreciation, 
Rs 206.68 lakhs (Rs 18 lakhs) 
for investment allowance re¬ 
serve, Rs 1.11 lakhs (Rs 0.37 
lakhs) for developmept allaw- 


ai&ee resWve and Rs 62 
(Rs 236 lakhs) for taxaupr 
the net profit amountt' 

Rs 194.23 lakhs (Rs 
lakhs). The 16 percent 
dend on the enlarged capital 
abscirbs Rs 65.60 lakhs yil 
against Rs 54.67 lakhs (20^ 
cent). The balance of lR 
128.63 lakhs has been trapi 
ferrwd to general reser^ 
(Rs 130.69 lakhs). 

In their report to the short 
holders the Directors jio\ 
stated that the year 1980-8 
has been a difficult one i 
view of a heavy increase i 
wages resulting in enhanci 
ment of unit costs of prodiK 
tion and loss of productio 
due to strikes, lock-outs an 
blockade of plywood movi 
ment from Assam. 

The Superphosphate on 
sulphuric acid plants of tl 
company will be complete! 
overhauled and modifie 
during the current year fc 
achieving better performance 

The company is censiderin 
the advisability of purchasin 
one more second-hand vessi 
before the end of the yea: 
It has also placed orders fc 
two now standard vessels c 
27,()(X) DWT on Hindusta 
Shipyards. 

According to the Directors 
the longterm outlook for th 
company is good despite th 
poor offtake of tea and th 
uncertainly presently prevail 
ing in the shipping fVeigh 
markets. 

TISCO Modernisation 

Mr J.R.D. Tata, Chainnai 
of the Tata Iron and Stce 
Company, has said that th< 
Union Steel Ministry has san* 
ctioncd Rs 100 crores from th( 
Steel Development Fund foi 
the modernisation of its stee 
plant at Jamshedpur. 

He told a press conferenc* 
after a meeting of TISCC 
Board of Directors in Bomba t 
recently that themodernisatioi 
will increase the company’; 
steel production by about' II 
per coni bringing the outpul 
to 1.7 million tonnes. i 
Hf said the TISCO BOaH 
has proposed a bonus isSul 
in the proportion of two 
paid equity shares for ever 
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existing equity sfaures 
py capitalising Rs 20.58 crores 
^pm general reserve. The 
^ianagement intends to pay 
||. dividend of not less than 
per cent on the expanded 
Hipital after the bonus issue. 

Mr Tata said the Directors 
Itve also decided to issue 13.5 
hfBT cent secured convertible 
npnds worth Rs 30 crores by 
ue end of the year with a 
stow to raising additional long- 
<^fni funds to strengthen the 

f orking capital resources of 
9 company. The issue cen¬ 
ts of one million bonds of 
each, comprising a 
Ipnvertiblc part of Rs 100 
hid a non-convertible part of 
as 200. Approximately one- 
6ird will be a rights issue and 
Ivd-third a public issue with 
l^h reservations as in favour 
^ smaller shareholders 
having less than ten shares. 

.The 13.5 per cent interest 
f payable half yearly and 
ttra additional one per cent 
i the years in which ordinary 
ividendexceeds 13.5 percent. 


irlght Outlook 

Mr Tata has said the out- 
X)k for the current year is 
ood and the sales target for 
Jie year is Rs 700 crores 
, Ikainst Rs 520.86 crores in 


WO-81. 

The Directors have recom- 
Mded a 15 per cent dividend 
I ^ the year ended March 31, 
qv:Ml, as against 13.5 per cent 
for the previous year, 
J thich will absorb Rs 7.71 
1 fores (Rs 6.94 crores). The 
I loss piofit amounts to Rs 
7.86 crores (Rs 57.95 croros). 
ales have increased to 

! 520.86 crores (Rs 454.94 
res) as a result partly of 
:c changes from February 
but, combined with the 
ontrol of bars and billets 
m February 24, and partly 
account of an increase in 
freight and the excise duty, 
ifter providing Rs 23.70 
rts (Rs 22.97 crores) for 
ireciation and Rs 25.60 
res (Rs 9 crores) for 
ation, profit after tax is 
26.46 crores. Of this, 
4.40 crores (Rs 5.05 crores) 
'J 'k-iis been allocated to invest- 
%ent allowance reserve. The 
f.' mroposed dividend on pre- 
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fsrence and equity shares will 
require Rs }>i56 crores (Rs 7»W 
^ores)i After transfering back 
Rs 2i40 crores (Rs 3.10 crores) 
from the development rebate 
reserve, Rs 15,5 crores (Rs 5..50 
crores) has been transferred 
to general rcser\e. 

Following the announcement 
of a bond issue, bonus shares 
issue and excellent working 
results of the company, TISCO 
ordinary shares jumped by 
Rs 20 to Rs 258 in official 
dealings on the share market 
and later rose further to a 
high of Rs 278, thus retrieving 
its old glory as the leader of 
the market. 

Chloride India 

The Dircclcrs of Chloride 
India Limited, have declared 
an interim dividend of Re 0.80 
per share on the capital 
enlarged by the 1:4 bonus 
issue made in August last 
year. Therefore the quantum 
of interim dividend is 25 per 
cent higher than the previous 
year. The higher quantum 
of interim dividend is being 
paid in view of the satis¬ 
factory working of the com¬ 
pany in the year to date. The 
register of members will re¬ 
main closed from July 3, 1981 
to July 13, 1981, both days 
inclusive, for this purpose. 

Calico Mill's Expansion 

The Directors of Ahmeda- 
bad Manufacturing and Calico 
Printing Company, popularly 
known as Calico Mills have 
decided to pay a dividend of 
18 per share for the year 
ended March 31, 1981. A 
part of the dividend is ex¬ 
pected to be exempt from tax. 
The company had paid the 
same dividend which included 
Rupees three per share by way 
of a centenary dividend for 
the previous year. 

Although the turnover has 
been higher Rs 136,79 
crores against Rs 129.56 crores, 
the gross profit has slumped 
from Rs 6.14 crores to Rs 3.53 
crores. After depreciation of 
Rs 3.42 crores (Rs 3.44 crores) 
and with no tax liability as 
before, the net profit is only 
Rs 11 lakhs compared to the 
previous year’s Rs 2,70 crores. 
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The proposed dividend re¬ 
quiring Rs 1.34 crores (same) 

I will be paid by taking into 
account the previous year’s 
surplus of Rs 3.77 crores.’ 

The Directors attribute this 
poor performance to the 10- 
month long strike at the 
chemicals and plastics divi- 
sionin Bombay. Moreover, the 
working of the synthetic fibres 
division at Baroda had been 
affected by the problems faced 
by the indi^jenous polyester 
staple fibre industry on 
, account of the unrestricted 
» imports, manufacture by tex¬ 
tile mills of the 15 per cent 
blend and the inequitous ex¬ 
cise structure. 

The phase one of the re¬ 
novation and modernisation 
scheme of the textile division 
has been in progress. The 
company’s application for a 
total expenditure of Rs 6.97 
crores for the phase two of 
the scheme is being consi¬ 
dered by IDBI. The Govern¬ 
ment has cleared the com¬ 
pany's application for adding 
^ 3,000 spindles to its spinning 
capacity at Ahmedabad. Work 
on the trichloro-ethylene plant 
expansion which was inter¬ 
rupted during the strike 
period, has been resumed. For 
the doubling of polyester 
staple fibre capacity the com¬ 
pany has signed agreements 
for know-how and supply rf 
imported capital goods with 
Zimmer of West Germany and 
for engineering with Power 
Gas India. 


Pressure Cookers & 


r 


>\ppliances 

Pressure Cookers and Appli¬ 
ances Lid, the maker of 


Hawkins pressure cooker, will 


soon start producing newer 
varieties of domestic appli¬ 
ances which have yet to be 
manuf^tured in the country, 
according to Mr Brahm 


Vasudeva, Managing Director 
of the company. 


Mr Vasudeva said at a press 
conference recently that the 
company had also a diversi¬ 
fication programme in its 
/ marketing division. In the 
near future, about 110 servic¬ 
ing centres would be opened 
in different parts of the coun¬ 


try and a branch office would 
be opened shortly in Australia. 

Mr Vasudeva, however, 
declined to mention how much 
money the company had kept 
in reserve for its modernisa¬ 
tion and diversification pro¬ 
gramme and what sorts of 
domestic appliances would be 
produced, 

Mr Vasudeva said that the 
prospect of domestic applian¬ 
ces industry in the country 
was bright. Out of 110 million 
families in the country, his 
company only covered 3.5 
million families. Other pro¬ 
ducers might have covered 
another few millions. Still 
there was a big scope to ex¬ 
pand the market net-work. 
He mentioned that the com¬ 
pany had undertaken a rural 
marketing programme to 
make people understand the 
utility and usages of Hawkins 
pressure cooker. 

The OPAS was incorporated 
21 years ago, with a capital 
of Rs 20,000. I’he turnover 
touched the level of Rs 10.7 
crores in 1979-80. The sales 
turnover during 1980-81 was 
expected to be more by 20 
per cent of the previous year. 
The company had an installed 
capacity of one million units 
of Hawkins cookers. It is, at 
persent running with *60 per 
cent capacity utilisation. 

Mr Vasudeva said that the 
company had received the con¬ 
sent from the Controller of 
Capital issues for the issue of 
bonus shares in the ratio of 
three for every four shares 
held. The Directors of the 
company had decided to allot 
the bonus shares to those 
shareholders whose names 
appear in the register t.f mem¬ 
bers on August 24, 1981. 

Universal Cables 
Enhances Dividend 

The Board of Directors of 
Universal Cables Ltd recom¬ 
mended the payment of higher 
equity dividend of 20 per 
cent for the year ended 
March 1981, against 17.5 per 
cent for the previous year. 
Despite constraints on pro¬ 
duction, the company’s sales 
increased by 30 per cent from 


Rs 41.52 crores in 1979-80 
to Rs 54.60 crores. The gross 
profit rose to Rs 896.40 lakhs 
from Rs 639.41 lakhs. After 
providing Rs 103.31 lakhs 
(Rs 84.70 lakhs) for depre¬ 
ciation, Rs 21 lakhs for invest¬ 
ment allowance reserve, Rs 
100,000 for taxation, the net 
profit was higher at Rs 
292.08 lakhs (Rs 200.28 lakhs), 
to which was add^ Rs 1.93 
lakhs. The provision for the 
proposed dividend is Rs 52.07 
lakhs (Rs 45.56 lakhs). A 
Sum of Rs 241.94 lakhs 
(Rs 154.72 lakhs) is to be 
transferred to general reserve. 
The company has been given 
an industrial licence for the 
manufacture of PVC control 
and switchboard cables. 

Allahabad Bank 

During 1980, Allahabad 
Bank made significant pro¬ 
gress in deposit mobilisation, 
priority sector lendings, assis¬ 
tance to weaker sections, ex¬ 
port finance and other areas 
as is evident from the follow¬ 
ing details. Deposits in¬ 
creased from Rs 735.13 crores 
in 1979 to Rs 867.48 crores 
in 1980, registering a rise of 
Rs 132.35 crores during the 
year. The growth rate was 
about 18.0 per cent as against 
14.9 per cent for all scheduled 
conunercial banks. Deposits 
per branch increased to 
Rs 90.6 lakhs in 1980 as 
against Rs 83.9 lakhs in 1979. 
The intensive deposit mobili¬ 
sation efforts of the bank 
have improved its market 
share in the aggregate deposits 
of all sciiedulcd commercial 
banks (from 2.3 per cent in 
1979 to 2.4 psr cent in 1980). 

Advances reached the level 
of Rs 494.24 crores as against 
Rs 406.80 crores last year. 
Major share of the rise in 
advances was channelised to 
meet the needs of the priority 
and weaker sectors of the 
society and the export sector. 
Advances to priority sectors 
registered a significant rise 
both in terms of amount as 
well as the number of 
accounts. The amount in¬ 
creased from Rs 113.42 crores 
in 1979 to Rs 152.40 crores 
in 1980. The growth rate 
was q^uite high at 34.3 per 
cent in 1980 compared to 


22.^ per cent in 1979. Th 
number of accounts went n 
from 141,996 in 1979 t 
168.026 in 1980, the pe 
centago increase being isj 
Priority sector credit as 
cent CO total advanced II 
creased substantially from 27 
per cent in 1979 to 33.0 |M 
cent in 1980. 

Advances to small-scale ih! 
dustrics went up by Rs lU 
crores to Rs 54.28 crores. i 
1980. The number of account 
increased by 2,903. The ban 
has rendered assistance unili 
different schemes notable i 
them being: Financial as$i 
tance was extended to pe 
sons belonging to backwai 
classes (in Punjab). Im 
artisans, numbering 29, WJ 
be receiving finance from tl 
bank for manufacturing ‘Pol; 
vastra’. 

DR I Lending 

Lendings under the Dilfit 
rontial Rule of Interest Schien 
increased from Rs 1.61 cror 
in 1979 to Rs 2.83 crores 
1980. The percentage increa 
in these advances during 191 
was 75.8. Whileilisstipulat 
that advances to SC/ST pc 
sons under the DRl scher 
should be 40 per cent of t 
total DRl lendings, the bai 
crossed this level as its a 
vanccs to SC/ST persons 
per cent to total DRl advanc 
were 46 in 1979 and 42 
1980. Similarly the ba. 
routed two-thirds of its D 
advances through rural a 
semi-urban branches. The ba 
made significant stride 
foreign exchange busint 
which increased to Rs 253, 
crores by the end of 1980, 
In keeping with the imp< 
tance attached by the Govei 
ment to the export sector, t 
bank pul in special efforts 
encourage exports through 
financial assistance. Finar 
was provided to units engai 
in exports of non-traditiot 
items viz., woollen hosie 
carpets, handicrafts, cn 
neering goods, e*c.. besic 
rendering financial assistaj 
for the export Iraditioj 
items i.c., jute, tea, tobac 
etc. Some clients of the ba 
participated in turnkey pj 
jwts abroad, mostly in 1 
Gulf-countrios and the F 
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The bank continued to have 
. thrust in rural and semi- 
t ■ ^an areas in its branch ex- 
i: I insion efforts. The bank 
[, w * Mned 82 branches in 1980 
f ^ I ising the total number of 
H t EWches to 958 (including a 
[ ^ kSh office). 

J I The total income of the 
Uc increased from Rs 58.69 
res to Rs 75.85 crores in 
80 recording a rise of 
17.16 crorcs (29.2 per 
;t). Interest and disjount 
it up by Rs 16.18 crores 
Rs 59.58 crores during the 
ir, the precentage increase 
^ i^«ing 30.3. Income from com- 
S.' Mission, exchange and broker- 
I Ijge registered a rise of Rs 1.23 
i ^ores (26.9 per cent from 
4.57 crores in 1979). 
t net prollt of the bank 
iVas Re 1.52 crores in 1980 
h. jocording an increase of rupees 
1^, “ffight lakhs over last year. 

I 8)ut of the profits in 1980, 
n &ansfcrs were made to 
’ '^e extent of Rs 40 lakhs 
'v Awards the statutory reserves, 
C 69 lakhs as provision for 
l’ ]Donus and Rs 30 lakhs as 
.vestment reserves. The 
lance of Rs 13.41 lakhs is 
rmarked for transfer to 
ntral Government as divi- 
d as against Rs 11.71 lakhs 
sferred last year. 
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Mtrumentation Limited 

The year 1980-81 was yot 
mother very successful year 
)t the operations of Instru- 
itation Lid, Kota. The 
ipany was able to main- 
in its steady growth and 
ler strengthen its position 
all spheres of its activities. 

production of the com- 
ly during the year amount • 
to Rs 2235.50 lakhs as 
inst Rs 1814.12 lakhs 
lieved in 1979-80, thereby 
>wing an increase of about 
per cent over the previous 
ir. The turnover of the 
ipany also stepped up to 
,s 4075 lakhs recording in- 
iso by 13 per cent over the 
>vious year’s achievement 
it Rs 3595.09 lakhs, 
f Announcing the provisional 
„ lancial results for the year 
f980-81, Brig. Y. Nifula, 
thairman-cum-Managing Dir¬ 


ector, Instrumentation Limi¬ 
ted told newsmen recently 
that in spite of various con- 
traints like non-availability of 
power, strike of casual workers 
at sites, delays in payment of 
dues by the customers and 
other constraints, the com¬ 
pany is expected to earn a 
profit of Rs 210 lakhs before 
tax, but after providing for 
depreciation and interest 
charges. Both the plants at 
Kota and Palghat did well 
and increased their production 
targets set for the year. This 
was mainly due to the dedi¬ 
cated efforts of the employees, 
who have kept up the image 
of the company by achieving 
these results. 

Brig. Nirula pointed out that 
notwithstanding tough com¬ 
petition from various indi¬ 
genous maimlacturers as well 
as manufacturers of inter¬ 
national repute against whom 
the company is quo‘ing by 
participating in global lenders, 
the cempany rojcived t-«rders 
worth nearly Rs 3311 lakhs 
raising its order position as 
on 31.3.81 to nearly Rs 98 36 
lakhs. New product ranges 
like pneumatic P-3000 series 
was marketed for the first 
lime and supplied to Mathura 
Refinery and Hindustan Zinc 
at Udaipur and an order 
obtained on a turn-key basis 
for Acrylic Plant at fPCL, 
Baroda. Similarly, new thrust 
was made by getting an order 
on turn-key basis for a cement 
plant against tough competi¬ 
tion. 

Brig. Narula also informed 
that a joint venture project 
has been launched in coopera¬ 
tion with the Rajasthan In¬ 
dustrial and Investment Cor¬ 
poration for the manufacture 
of Electronic Milk Analysers 
at Jaipur. Apart from this, 
the company proposes to 
shortly introduce micro¬ 
processor based electronic in¬ 
struments to meet the present 
stringent requirements of 
power, steel and metallurgical 
plants. The discussions are in 
final stages. 

Another area in which the 
company has advanced consi¬ 
derably is in the setting up 
of a Computer System Group 
to Supply sophisticated Data 


Acquisition Systems to various 
thermal power plants, etc. 

Wrapaids to Enter the 
Market 

Wrapaids Limited, a new 
project for the manufacture 
of writing and printing papers, 
is entering the capital market 
on July 2, 1981, with a public 
issue of 880,000 equity shares 
of Rs 10 each for cash at 
par. The entire issue has been 
fully underwritten. 

The company has been pro¬ 
moted by Mr V. Swaminathan, 
Mr N. Rajagopal and their 
as.sociates who are all ex¬ 
perienced and professional 
management executives. 

The company’s project is 
legated at Kollegal in 
Karnataka, a notified indust¬ 
rially backward area, which 
entitles it to all the fiscal 
concessions available to simi¬ 
lar projects. The company 
has been licensed to manu¬ 
facture 10,000 tonnes per an¬ 
num of fine writing and print¬ 
ing papers, for which it will 
also manufacture its own pulp. 

Speaking to newsmen, 
Mr Swaminathan stated that 
the second hand paper making 
machine which has ^een im¬ 
ported from the USA, has 
already been installed at the 
site. The main raw materials 
required for the pro ject, con¬ 
sist of wood pulp and u com¬ 
bination of cellulosic material 
like rice straw, elephant grass, 
cotton and gunny rags, waste 
paper and agricultural residues. 


The project is estimated to 
cost Rs 450 lakhs, which is 
being financed by equity sharc^ 
capital (Rs 133 iakh^, rupee** 
term loans from luBI (Rs 
142.5 lakhs), JFCI (Rs 71.25 
lakhs), ICICI (Rs 40.05 lakhs), 
foreign currency term loan 
from ICICI (Rs 31.20 lakhs), 
interest-free development loan 
from State Government (Rs 
17 lakhs) and Central subsidy 
(Rs 15 lakhs). 

Larsen and Toubro 

Larsen and Toubro Limited^ 
has produced excellent results ' 
or the year ended March 31, 
1981. The turnover and other 
income of the company reach¬ 
ed Rs 149 crorcs as against 
Rs 130 crores in the previous 
year. The profit before tax 
at Rs 2170 lakhs is substantial¬ 
ly higher than the previous 
year’s figure of Rs 1577 lakhs. 
The figure of earnings per 
share has risen to Rs 6.73 on 
the increased equity capital 
of Rs 1441 lakhs as against 
Rs 6.14 on the equity capiti^ 
of Rs 1297 lakhs. 

The Directors have decided 
to recommend dividend at 20 
per cent on the increased 
equity capital of Rs 1441 lakhs' 
as against the dividend of 18 
per cent in the previous year. 
The Directors have also decid¬ 
ed to recommend the issue of 
bonus shares in the ratio of 
3:5. The working results of 
the current year are favour¬ 
able and show an improved 
performance over the corres¬ 
ponding period in the previous 
year, as given in table below. 



1980-81 

1979-80^ 


(Rupees 

in lakhs) 

Sales and other income 

14,895 

12,968 

Profit before depreciation and 

taxation 

2,424 

1,807 

Depreciation 

254 

230 

Provision for taxation 

1,190 

770 

Profit after taxation 

980 

807 

Investment allowance reserve 

54 

60 

Dividends: 

(i) On preference shares, sub- 

ject to deduction of tax 

10 

10 

(ii) On equity shares subject to tax 

288 

234 . 
2,993 ;J 
793 

Reserve and Surplus 

3,848 

Internal funds generated during the year 

936 

Net Block 

2,944 

2,697 
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• Beta Naphthol 

• B.O.N. Acid 

• Chicago Acid 

• Metanitroaniline 

A A • G-salt 

otters 

vmmwm kj .j.Acid 

Dyes Intermediates 

• J-Acid Urea 

• Metaphenelyenediamine (distilled) 

• Peri Acid 

• Phenyl-J-Acid 

• Phenyl Peri Acid 

• Rhoduline Acid 

• Schaeffer’s Acid 

• Sodiuni Naphthionate 

• Sulfanilic Acid 

• Tobias Acid 

• Michler’s Ketone 

• Monoethyl Aniline 

• R salt 



Unrivalled Quality • Reasonable Prices • Promised Deliveries 


For your requiremonts ploaso contact; 


The Marketing Department 



THE 

ATUL® 


PRODUCTS LTD. 


India's giant chemical complex 


P.O. Atul. Dist. Valsad-396 020 Gujarat (India) 
Tel: 61 Gram: "TULA" Atul. 

Telex; 0173 232 “ATUL IN" 
















Every time she buys 
anjdonsari, 
she gets one free. 

Her husband said, '^Here's a present for 
liaving been such a good wife all these years 
A nylon sari. 

Hard-won. Hard-wearing. Hard-working. 

Nylon—the everyday fabric for everyday people 
So easy to care for when you have 
so much else to care for. 

One sari as good as two. 

Because nylon lasts and lasts. 

Yes, nylon makes sense. 

And when it comes to nylon, 
nothing makes better sense than Nirlon. 


makes the best use of nylon 
-the people’s fabric 

Nirkai Synthelk* Fibres & Chemicals Limited.Bombay 
















































































































































































































































































































